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Abstract: This paper introduces asymmetric information into the analysis of cooperative games with agreements self-
implemented, establishes theoretical models of a one-shot information asymmetric cooperative game with agreements self-
implemented, aims to provide analytical tools for the study of political science, economics, sociology, and other humanities
disciplines. In an information asymmetric cooperative game with agreements self-implemented, the players make their
decisions through their virtual games on the basis of their own information sets. By introducing the virtual games of the
players, this paper defines the coalition equilibrium of an information asymmetric cooperative game with agreements self-
implemented and examines the condition for its existence. This paper demonstrates that in an information asymmetric
cooperative game with agreements self-implemented, the condition for the existence of its coalition equilibrium is that
information is symmetric after the game is completed. This paper defines the distribution equilibrium of the cooperative
payoff of a coalition in the coalition equilibrium (if it does exist) as the Nash equilibrium of the bargaining game
between the core members of the coalition. When the core members are unallied in the bargaining game, the distribution
of a coalition member is the sum of his cooperative payoff distribution when the estimations of the optimal strategic
combination choice of all the core members are all correct and the distribution he gets in the “misjudgment” cooperation;
when the core members are allied in the bargaining game, the distribution of a cooperative team is the sum of'its cooperative
payoff distribution when the estimations of the optimal strategic combination choice of all teams are all correct and the
distribution it gets in the “misjudgment” cooperation.

Keywords: information asymmetry, information asymmetric cooperative game with agreements self-implemented, virtual
game, coalition equilibrium, bargaining game, core coalition, extensive coalition
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1. Introduction

An important hypothesis in classical cooperative game theory is that there is no asymmetric information among
the players, and that all the players have complete information is common knowledge of all players. However, even a
person who knows game theory just a little will feel doubtful about the complete information hypothesis. So, it’s not
surprising that Kadan et al. [1] asked whether game models according to the above belief really make sense. Obviously,
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this hypothesis neglects the brass tacks that things the players believe rely on the situations they know. However, in the
real cooperative social games, players are usually information asymmetric rather than information symmetric.

The classical cooperative game theory usually assumes that cooperation agreements are implemented by third parties
at no cost, while ignoring the fact that in reality, there are a large number of cooperation agreements that are self-
implemented by the coalition members. The reasons why cooperation agreements are self-implemented by coalition
members are first due to the lack of a third party to implemented the agreements in many cases; secondly, in some cases,
the information required for a third party to implement the agreements is lacking or the cost of obtaining such information
is very high, thus, the third party is unable to implement the cooperation agreements; thirdly, some cooperation agreements
implemented by a third party are inherently self-implemented. Obviously, the implementation mode of cooperation
agreements will have a significant impact on the coalition formation and the distribution of the cooperative payoff of
a coalition in cooperative games.

In the classical literature on cooperative games of complete information, the three main areas that researchers focus
on include:

(1) the coalition formation in the game;

(2) the strategic combination choices of the coalitions in the game;

(3) the distribution of the cooperative payoff of a coalition.

Obviously, the game among coalitions is typically non-cooperative, the cooperative Nash equilibrium of the
cooperative game is just the non-cooperative Nash equilibrium of the non-cooperative game among coalitions, therefore,
the classical literature focuses only on the coalition formation in a cooperative game and the distribution rule of the
cooperative payoff of a coalition which can bring a Pareto improvement to all its members, especially on the latter.

In cooperative game theory, researchers often assumed that there is only one coalition in a cooperative game, if there
is no dummy in the game, all the players will join the only coalition; and if there are dummies in the game, all players
except the dummies will join this coalition. Such an assumption can only accord with a special situation, in a general
cooperative game, the situation may be different from the assumption above. In many cases, there may be not only one
coalition, but a series of coalitions. If there are “dummies” for a coalition in a cooperative game, there may be synergies
among the “dummies”. Therefore, they may form one or more coalitions to benefit from cooperation.

Based on the equilibrium definition introduced by Konishi et al. [2] and the extended by Hyndman et al. [3], and also
the solution concept used in Gomes et al. [4] and Gomes [5], Aumann [6] discussed the coalition formation in a repeated
cooperative game, and defined the equilibrium process of coalition formation (EPCF), which is a process of coalition
formation with the property that at every history, every active coalition, faced with a given set of potential partners, makes
a profitable and maximal move. An implicit assumption of Aumann’s dynamic model is that the information between
players is asymmetric in the repeated cooperative game in study.

By the blocking approach, a lot of researches discussed the possible ranges of the distribution scheme of the
cooperative payoff of a coalition. Beginning with the monumental work of von Neumann et al. [7], this kind of literature
includes notions such as the stable set, the core, and the bargaining set (Aumann et al. [8]; Gillies [9]; Shapley [10];
von Neumann et al. [7]). Extensions of these ideas to incorporate notions of farsighted behavior were introduced by
Harsanyi [11], and later by Aumann et al. [12]. The farsightedness notion was further developed by Chwe [13], Ray et al.
[14], Diamantoudi et al. [15], and others. Of course, this type of research does not end up with a distribution rule of the
cooperative payoff of a coalition.

Some researchers have attempted to obtain a one-point solution to a fully cooperative game, that is, the only
distribution scheme of the cooperative payoff of a coalition, such as Shapley value (Shapley [16]) and Nucleolus
(Schmeidler [17]). These models are often based on “collectivism”, in these models, coalition members are assumed
to pursue a collective goal in the distribution process. In fact, the distribution process is the social interaction among
the coalition members for their own welfares, in which a rational individual would not replace his welfare maximization
objective with a collective one. And in the distribution process, individual rationality and collective rationality are often
in conflict (this conflict is often shown in the so-called prisoner’s dilemma). Nash [18] realized that the distribution of
the cooperative payoff of a coalition is the result of the bargaining among the members of the coalition, after establishing
some axioms, Nash proved that there exists only one bargaining process that can satisfy the axioms which should be
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satisfied, this only bargaining process is called the Nash negotiation solution. Unfortunately, due to his unreasonable
axiom assumptions, Nash did not find a satisfactory negotiation solution.

Another type of literature on the distribution of the cooperative payoff is called non-fully cooperative game theory,
in which the participation levels of players in the cooperation are introduced. Aubin [19] introduced the solution to a
cooperative game with fuzzy coalitions, Sakawa et al. [20], Molina et al. [21] proposed the lexicographical solution to a
cooperative game with fuzzy coalitions.

So far, classical cooperative game theory has not provided satisfactory solutions to the two basic problems of
coalition formation and cooperative payoff distribution in a one-shot, finite cooperative game of complete information
with agreements implemented by a third party.

In recent years the asymmetric information coordination has been studied in networked system theory. Shang [22]
studied a simple three-body consensus model, which favorably incorporates higher-order network interactions, higher-
order dimensional states, group reinforcement effect as well as homophily principle, proposed a system model of three-
body interactions in complex networks. Shang [23] introduced a novel multiplex network presentation for directed
graphs and its associated connectivity concepts including the pseudo-strongly connectivity and graph robustness, which
provide a resilience characterization in the presence of malicious nodes. Qi et al. [24] investigated the linear quadratic
(LQ) control problem for a stochastic system (https://www.sciencedirect.com/topics/mathematics/stochastic-system) with
different intermittent observations. However, the goal of such literature of networked system theory is clearly not to
establish a general information asymmetry cooperative game theory.

However, these conclusions drawn from the analysis of evolutionary games on the basis of different assumptions
about the behavior patterns of players obviously cannot explain the cooperation of players in a one-shot information
asymmetric cooperative game with agreements self-implemented.

Recently, Chen [25] examined the coalition formation in an information symmetric cooperative game with agreements
implemented by a third party, provided the existence proof and an algorithm of the coalition equilibrium; moreover,
Chen analyzed the equilibrium of the bargaining game on the distribution of the cooperative payoff of a coalition under
the coalition equilibrium, and examined the distribution equilibrium of cooperative payoff of a coalition. Chen [26]
examined an information asymmetric cooperative game with agreements implemented by a third party, defined the
virtual cooperative games of the players and demonstrated the equilibrium of the virtual cooperative game of a player;
proposed the condition for the existence of the coalition equilibrium in an information asymmetric cooperative game with
agreements implemented by a third party, defined and provided the existence proof of this coalition equilibrium when
it does exist; defined the public choice game of a coalition on the strategic combination choice in a coalition situation,
provided the existence proof of the equilibrium of this game; examined the condition for the existence of the bargaining
game on the distribution of the cooperative payoff of a coalition, and provided the existence proof of the bargaining game,
when the coalition members are allied or unallied in the bargaining game.

Chen [27] provided an analytical framework for a cooperative games with agreements self-implemented in three
scenarios: (1) the possible opportunistic behaviors in the distribution process are ignored; (2) coalitions centralize all
the payoffs their members get in the game to inhibit the possible opportunistic behaviors in the distribution process; (3)
coalitions distribute their cooperative payoffs before the game begins to inhibit the possible opportunistic behaviors in the
distribution process. In each scenario, Chen examined the formation of the coalitions and the distribution process of the
cooperative payoff of a coalition, defined and provided the existence proof of the coalition equilibrium of a cooperative
game with agreements self-implemented, provided the existence proof of the equilibrium in the bargaining game of a
coalition on the distribution of its cooperative payoff, when its members cooperate in the game or not.

Chen [27] proposed the basic methodology for the analysis of an cooperative game with agreements self-implemented:
the formation of the coalition equilibrium is the result of the choices of the players who pursue the maximization of their
individual welfares, and the cooperative payoff of a coalition can always be decomposed into the common payoffs of
different member sets, the equilibrium of the bargaining game of a coalition on the cooperative payoff distribution can
easily be obtained by applying the distribution rule of common payoffs. Meanwhile, Chen [26] also provided a basic idea
for introducing asymmetric information into the analysis of an cooperative game with agreements implemented by a third
party: players make decisions through their virtual games on the basis of their own information sets, the criteria for each
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player to choose his coalition is the maximization of his expected cooperative payoft distribution or the minimization of his
expected escape payoff deriving from deviation; the distribution equilibrium of the cooperative payoff of a coalition is also
the result of the negotiations between the coalition members in the bargaining game on the distribution of the cooperative
payoff of the coalition. This paper aims to introduce asymmetric information into the analysis of a cooperative game with
agreements self-implemented, using the basic methodologies mentioned above. Based on Chen [26, 27], this paper tries
to analyze the coalition formation in an information asymmetric cooperative game with agreements self-implemented,
defines the coalition equilibrium and examines the condition for its existence, and investigates the Nash equilibrium of
the bargaining game on the distribution of the cooperative payoff of a coalition in the coalition equilibrium (if it does
exist).

The significance of the society lies in cooperation, and many social interactions can be compared to cooperative
games. Among them, a large number take self-implemented agreements, and there is information asymmetry between
the players. This paper aims to provide an analytical tool for a one-shot information asymmetric cooperative game with
agreements self-implemented. By analyzing the virtual games of the players, this paper defines the coalition equilibrium
of the coalition equilibrium of an information asymmetric cooperative game with agreements self-implemented, and
investigates the condition for its existence. Meanwhile, this paper defines the distribution equilibrium of the cooperative
payoff of a coalition under the coalition equilibrium, when the coalition members are allied in the bargaining game or
not. The methodology and conclusions presented in this paper can be widely applied to the study of political science,
economics, sociology, and other humanities disciplines.

First, in Sections 2-4, we ignore the opportunistic behaviors of coalition members in the cooperative payoff
distribution process, or we assume that the opportunistic behaviors of coalition members in the distribution process of
cooperative payoff are negligible. In Section 5, we assume that each coalition concentrates the payoffs that its members
get in the game to prevent coalition members from engaging in opportunistic behaviors in the distribution process of
cooperative payoff.

2. The virtual game of a player: ignoring the opportunistic behaviors in distribu-
tion process

In this section, we will analyze information asymmetric cooperative game I'(N,{S;},{u;}) with agreements self-
implemented and assume that the coalitions are publicly-owned and that the members of a coalition are not allied in the
bargaining game on the distribution of its cooperative payoff, where N denotes the player set, N = {1, 2, ---, n}; S;
denotes the strategy set of any player 7, S; = {si1, si2, ---, Sim; }, i =1, 2, ---, n; and u; denotes the payoff function of
any player i. First, we do not consider the opportunistic behaviors of coalition members in the distribution process of
cooperative payoff, or, we assume that the opportunistic behaviors of coalition members in the distribution process of
cooperative payoff are negligible.

Due to information asymmetry, in information asymmetric cooperative game I'(N, {S;}, {u;}) with agreements self-
implemented, each player virtualizes his own game on the basis of his information set and makes his decisions according to
his virtual game. The reason why a player retains private information is that the private information he retains is beneficial
for expanding the expected cooperative payoff distribution he can receive from the coalition he belongs to. A player can
exaggerate his marginal contribution to the coalition and his escape payoff deriving from deviation by publishing false
information to the core coalition he belongs to (from which he will not escape) in order to obtain higher cooperative payoff
distribution; he can also influence the decisions of other core coalitions by publishing false information to them (including
claiming to join some coalition but ultimately not keeping his promise) to increase the expected cooperative payoff of the
core coalition he belongs to, thus increase the expected cooperative payoff distribution he receives from his core coalition.

Obviously, when cooperation agreements are self-implemented, a player’s promise to join some coalition cannot be
implemented by force. Therefore, our discussion starts with a player’s false promise and his escape path. Of course, not
every player’s false promise is trustworthy, it must gain the trust of the deceived coalition.
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In this section, we will examine the escape paths of a player in a coalition situation and the conditions for him to
be trusted by the coalition he joins. In each coalition situation ¢, a player decides his best escape strategy on the basis of
his estimation of the escape strategy of any other player. However, his escape strategy itself is also a kind of information
release which will change the information sets of other players. By analyzing a player’s n-level virtual games, we can
obtain the virtual game of this player with the information sets of all players stable.

Next, we’ll examine the information sets-stable virtual game of this player level by level until a stable solution to his
optimization problem appears, we can obtain the coalition equilibrium of the virtual game of this player. Of course, due
to different information sets, the coalition equilibria in the virtual games of different players are different. However, the
information transmission, communication, and negotiation between the players can ultimately lead to the convergence of
the coalition equilibria of the virtual games of all players.

2.1 Escape path and trust condition

An important difference between a cooperative game with agreements self-implemented and a cooperative game
with agreements implemented by a third party is that in a cooperative game with agreements self-implemented, not only
each member needs to have synergy with the coalition he belongs to, but he should be trusted by other members of the
coalition too, that is, the members of a coalition are considered not to have the motivation to escape through deviation.

In an information asymmetric cooperative game with agreements implemented by a third party, as long as a player
believes that he has the greatest synergy with a coalition, he can apply to become a member of the coalition. Of course,
the cooperative payoff distribution he obtains is not necessarily the cooperative payoff distribution in his virtual game.

However, in an information asymmetric cooperative game with agreements self-implemented, even if a player in his
virtual game believes that he has the greatest expected synergy with some coalition, and considers that he does not have
the motivation to escape through deviation, he may not be accepted by the coalition, because he may be considered to
have a motive to escape from the coalition through deviation. Due to information asymmetry, in other members’ virtual
games, the judgments of the trustworthy members who really have synergies with the coalition, as potential partners, are
not consistent.

In an information asymmetric cooperative game with agreements self-implemented, the conditions that some player
is trusted by other members of a coalition and is accepted by this coalition are:

(1) the marginal contribution of this player to the coalition is considered to be higher than his escape-payoff deriving
from deviation;

(2) the marginal contribution of any member set which this player belongs to is considered to be higher than the sum
of the escape-payoffs deriving from deviation of the members in the member set;

(3) each member of the coalition believes that the cooperative payoff of the coalition is higher than the sum of the
escape-payoffs of all the coalition members.

2.1.1 Possible escape paths

First, we examine the escape paths of member &, of some coalition Cy, in the virtual game of player &, in coalition
situation ¢ of information asymmetric cooperative game I'(N, {S;}, {u;}) with agreements self-implemented.

In information symmetric cooperative game I'(N,{S;},{u;}) with agreements self-implemented, in coalition
situation ¢, the escape paths of any member of some coalition Cy are clear: as long as when he escapes from coalition Cy
through deviation, he can obtain an escape-payoff deriving from deviation that is greater than his marginal contribution
to coalition (this is the maximum cooperative payoff distribution he can obtain from the target coalition when he escapes
from coalition C; through deviation), his escape is out of question, not only the player himself can recognize this, but other
players can also do; obviously, he will escape through deviation to a coalition that enables him to obtain the maximum
cooperative payoff distribution after his escaping, that is to say, he will escape through deviation to the coalition to which
his marginal contribution is the greatest when he escapes from coalition C; through deviation. In this escape process, the
escape path includes the initial node (the original coalition that this player belongs to) and the terminal node (the target
coalition he chooses).
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In coalition situation ¢ of information asymmetric cooperative game I'(N, {S;}, {u;}) with agreements self-
implemented, an escape path of some member k; of coalition Cy not only includes the initial node (the original coalition that
this player in name belongs to) and the terminal node (the target coalition he chooses when he escapes through deviation),
but also the intermediate nodes: member k; of coalition C; can choose some coalition Cy/, promise that he would join
the coalition through deviation from coalition Cy though his actual escape target is not coalition Cp,. That is to say, the
purpose of player k»’s commitment is not to obtain the escape-payoff deriving from deviation when he pretends to escape
from coalition Cy, to coalition Cys, but to provide false information to coalition Cy/, so as to facilitate the increase of the
cooperative payoff of his real escape target (a coalition other than coalition Cy, or possibly coalition C; which he currently
belongs to). At the initial node and the intermediate node of the escape path, his commitments to the non-terminal nodes
are all false.

Player k, may make false promises to more than one intermediate node coalitions, and the terminal node coalition as
his escape target may be coalition which he currently belongs to. Herein, it is assumed that in the escape path of player i,
the initial node coalition and the terminal node coalition can be the same, but the initial node coalition and an intermediate
coalition cannot be the same, and the terminal node coalition and an intermediate node coalition cannot be the same too;
in addition, the same coalition cannot become the intermediate node twice, nor can two coalitions become initial node
coalitions or terminal node coalitions at the same time.

In some coalition situation ¢, when each player chooses one of his escape paths, an escape situation is formed.

2.1.2 Possible coalition situations and trust conditions of a coalition

Obviously, not each coalition situation c is feasible: the basic condition for a coalition situation to be feasible is that
any member of the coalition in this coalition situation is trusted by the coalition that he belongs to. A self-implemented
agreement must make the members of the coalition be considered to have no opportunistic deviations from the coalition,
because the deviation of a member means a loss of the coalition, and may even a significant reduction in its cooperative
payoff. Therefore, in coalition situation c, if player k; is a core member of coalition Cy (that is to say, player k; as a
member of coalition C; will not escape through deviation), one of the conditions for some player k; to be trusted by
core member k; of the coalition is that in the virtual game of core member k|, the marginal contribution of player k;
to core coalition C,i(m that core member k; belongs to is considered to be higher than his escape-payoff deriving from
deviation. [There are two ways for player &, to apply for membership of coalition Cy in coalition situation c¢. The first one
is that player k; at the beginning is a nominal member of coalition Cy; the second is that although player k; is nominal
member of another coalition, he hopes to escape through deviation and join coalition Cy. In these two cases, the marginal
contributions of player k, to coalition Cy and his escape-payoffs deriving from deviation when he escapes from coalition
C;, through deviation are different].

L'(kl)(

(el P A L Ay

where Mvgl)(C,i(k‘)) represents the marginal contribution of player k, to coalition C,f

c(kp)
—C"V (k . L . .
W, e (k) represents the escape-payoff deriving from deviation of player k, when he escapes from coalition CZ

*1) in player k;’s virtual game,

*1) yia

deviation in player k1 ’s virtual game.

If in the distribution process of cooperative payoff of coalition Cy, all the members of coalition C; are bound to be
responsible for their own misjudgments of the cooperative game, player k|, as a core member of coalition Ci, can get
the maximum expected cooperative payoff distribution according to his own “correct” judgment, including his judgment
of the choices of his partners. Obviously, for core member k; of coalition C, the condition that a potential coalition
member can be accepted by coalition Cy is that in his virtual game, the potential coalition member’s contribution to core
coalition C,f(k‘) is greater than his escape-payoff deriving from deviation when he escape from core coalition C;(k‘) through
deviation.
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However, if player k| is a nominal member or an extensive member of coalition Cy, rather than a core one, that is to say,
whether player k; is a nominal member of coalition C; in coalition situation ¢, or he escapes from other coalitions through
deviation, as long as player k; chooses to escape from coalition Cy through deviation, he certainly does not aim at the
maximum expected cooperative payoff of coalition C; when applying for the membership of coalition Cy, but should aim
at the maximum expected cooperative payoff of the target coalition when he escapes from coalition Cj through deviation.
But, in order not to reveal his intention to escape from coalition C through deviation, player k; will judge whether the
joining condition of potential coalition member k; is satisfied according to the false signals izl(kf)

Cy. That is, according to the false signals issued by player & to coalition Cy, potential coalition member k»’s contribution
(kD)

he issued to coalition

which player k; claims is greater than the escape-payoff deriving from deviation of player k;
(k)

o, C
to “core” coalition C;

I C . .
when he escapes from “core” coalition C,"' * through deviation:

(F
(KE)  clkf) "

e Gk
Vi, (Cy )>Wk2

M Dk £ k.

In coalition situation ¢, one of the conditions that player k; as a coalition member is trusted by coalition Cy, is that,
for any other member i of coalition Cy,

o i)
() >w, S e e itk

.F iF —CC,“F)
Myl () > w

(iF) . + T
L ieC, ¢ CL i # k.

The above condition is not easy to be satisfied. In fact, it is too harsh for potential member k, who asks to join the
coalition to satisfy the trust conditions of all other members.

Under information asymmetry, when coalition C; is deciding whether to accept potential member k; or not, if
the coalition members draw different conclusions according to their own virtual games, does coalition C; accept the
application of potential member k»? What is the condition for coalition Cj accepting the application of potential member
kp?

Theorem 1 In information asymmetric cooperative game I'(N, {S;}, {%;}) with agreements self-implemented, given
the coalition situation and the escape situation of the game, one of the conditions that potential member k; is accepted by
coalition Cy, and is trusted by coalition Cy (that is to say, he can sign a cooperation agreement with coalition Cy) is that the
contribution of player k; to coalition Cy can satisfy the condition shown as follows:

) (")

i) el —c(i N o
Y MVIEZ)(Ck()>_Wk2 ¢ ()} + X [M"/g )(Ck(J > 0,1, j# k.

i€Cy Jject, jece

Proof. Build the public choice game in which all the members of coalition Cy except player k, decide whether to
accept player k>. The strategies of all the players in the public choice game include “acceptance” and “rejection”; the
payoff function of any player is his expected cooperative payoff distribution in each strategic situation of the game.

Obviously, the goal of the maximum expected cooperative payoff distribution of any member (a player in the public
choice game) is consistent with the goal of the coalition’s maximum expected cooperative payoff. Therefore, in the
public choice game mentioned above, the payoff function of each member in the form of his expected cooperative payoff
distribution is equivalent to the payoff function in the form of his expected cooperative payoff of the coalition.
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In this public choice game, all the players will form a unique coalition, and the coalition’s equilibrium public choice
is the public strategy which maximizes the sum of the expected cooperative payoffs of all the players. Thus, the objective
of the above public choice game is the solution to the following optimization problem:

i F
max § Y Vit Y VU b i # ke,

. . G,
ieCy Tk JECE, jgcs ~k

R . -F
where Vc(?“) represents the cooperative payoff of coalition C,f(’) in player i’s virtual game, Vg( /}) represents the cooperative
k o

F
payoff of coalition CZ(J )

from the coalition.

in the virtual game of player i as a non-core member of the coalition who will eventually escape

F
i cli _C"(i) i iF o iF CC('/ ) F Lo
Therefore, when ZieC,f |:le<{2)( k( )) _ Wk2 k ( ):| _’_Z]EC;: J¢C(k [Mvéj )(Ck(] )) o sz k (/ ) > 0’ (l, j 7& k2)7

coaliti i () (celily G0 (") () _ G
10anw111acceptplayerkz,when):ieclf My (C7) =W, +ZJ.€C:’].¢C]€ My, (G ) =W,

<0, (i, j # k»), coalition C;, will reject player k. O

The marginal contribution of a coalition member to the coalition is considered to be higher than his escape-payoff
deriving from deviation does not mean that the coalition member must be trustworthy. According to an analysis similar
to the proof of Theorem 1, we can also draw the conclusion in Theorem 2.

Theorem 2 In information asymmetric cooperative game I'(N, {S;}, {%;}) with agreements self-implemented, given
the coalition situation and the escape situation of the game, the second condition that potential member k; is accepted by
coalition Cy, and is trusted by coalition Cy (that is to say, he can sign a cooperation agreement with coalition Cy) is that the
contribution of each member set containing player k, to coalition C; can satisfy:

i), i —ccl (i
Z MV(T,,)(Ck())_ ZVVI k (i)

ieCy 1€T)

GF) g e i)
+ Y M )=y w > 0;
G

teTy
i, j£ky, ko €Ty CCy.

The third condition that potential member k; is accepted by coalition Cy and is trusted by coalition C; (that is to
say, he can sign a cooperation agreement with coalition Cy) is that each member of coalition C; consider the sum of the
contributions of all the members to coalition C; is higher than the cooperative payoff of coalition Cy in his virtual game:

. (i) /-
-C, (i) .
VC(I?—ZWt WS, iec

c
tECk

F

F 7CC<'/ )(jF) . .

V(‘Z(})— Y wot >0,jeC, jEC.
G tECZ(jF)

Proof. Build the public choice game in which all the members of coalition C; except team 7j, decide whether to
accept player 7j,. According to Theorem 1, the following condition should be met:
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On the other hand, as a member of coalition Cy, ifVC(g — ZteCf W, G ) <0(ieCy)or V(Z@)F) -y
‘ G teC;

<0(ieC/, i ¢Cy),player i would not join coalition Cy. O
In Theorem 2, condition (2) can guarantee that each member set of the coalition is trusted, and condition (3) can
guarantee that the cooperation agreement of the coalition is feasible from the perspective of cooperative payoff distribution.

(.F) VVI_C;([F)(iF)

For convenience, we will simply denote trust condition (1),

i) eli —c (i FY (F ) F .
Z le(cz)( k())iwkz ¢ (>:| + Z [MV;{; )(Ck<j >)7Wk2 ! v )] >07 L, J?ékZa
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Similarly, we denote trust condition (2),
. . el F F ) F
Y, MV%E(C;;(I))_ YW 0l 4 ) lMV(Ti )(C/i(j )~ YW % U )] >0,1i, j#k, k€T, CG,
ieCy teTy, jeckﬂ J§CE teTy,
as:

Y [MV%)(Ck)— Y M_Ck(i)] >0,i#k, ky €T, CCys

ieCy, teTy,

and denote trust condition (3)
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teCy k tEC;“ )

as:

- Y w450, ieq.
teCy

In an information asymmetric cooperative game with agreements self-implemented, to guarantee a coalition member
who meets the above conditions no longer has the motive to escape through deviation, in the distribution scheme of
expected cooperative payoff, the expected cooperative payoff distribution that this member can get should be no less than
his expected escape-payoff deriving from deviation. That is to say, in the distribution process of expected cooperative
payoff, this member’s expected escape-payoff deriving from deviation in his virtual game is his reservation cooperative
payoff distribution.

2.1.3 Feasible escape paths and trust conditions

Similarly, not all possible escape paths are feasible. In coalition situation ¢, when player k> choose to escape from
coalition Cy through deviation and join coalition C, (whether the coalition is an intermediate node coalition or a terminal
node coalition), the first condition for player k to be trusted by other coalition members and reach a cooperation agreement
with coalition C; is shown as follows:

i c(i — .C(i)i it c(jF — SUF) it PR
y [legz)(CZ(>)Wk2C‘ ‘)] + Y {Mv,(é ey —w <0 )] >0,i, j#k. (1)
ieCt JECT, j#CE

The second condition is shown as follows:

Y [MvTh -y w € @

. . (iF), .
Z [MV%F)(C§<JF>) _ Z "Vt_cé / (JF)‘| > 07

icC¢ teT; + jdce teTy,
el h A/GC& , JECE I (2)
i, j#ky, ko €T, CC,.
The third condition is shown as follows:
() —e0)
ZW V>0 iec; vV ) — Yy w= >0, jeCH, j¢cCt. (3)

C‘(/F)
'C Z L F
teCs leCZ(J )

In the above analysis, we did not give the definition of some member k,’s marginal contribution to coalition C,
(member k, as a nominal member of coalition C, or as a member who escapes from another coalition through deviation),
and his escape-payoff deriving from deviation when he escapes from coalition C, through deviation. These two important
concepts will be discussed in the following.
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2.2 Escape situations in coalition situation c and the signal releases of players

Next, we will analyze the escape situations in coalition situation c of the information asymmetric cooperative game
with agreements self-implemented.

Denote e as an escape situation in coalition situation c. In this escape situation, the escape strategy of each player
i is denoted as e; = (e"17 ey e;, ..., el). Escape strategy variable e; = T represents that player i will eventually join
coalition C;, whether C; is the coalition which contains player i in coalition situation c or not; escape strategy variable
e? = F represents that player i promises to join coalition C; but will eventually escape through deviation; escape strategy
variable e = O represents that player i does not commit to join and finally does not join coalition C;.

In an information asymmetric cooperative game with agreements self-implemented, some player who belongs to
some core coalition may have motivation to retain private information to the coalition. Moreover, in an information
asymmetric cooperative game with agreements self-implemented, players may also commit to join but do not actually
join a core coalition. At this time, such a player’s goal of committing to join this coalition is to release false information
to guide the strategic combination choice of this coalition and make it beneficial for the improvement of the cooperative
payoff of the core coalition that he will actually join.

Therefore, in each player’s virtual game of the information asymmetric cooperative game with agreements self-
implemented, in addition to estimating the actual strategy sets and the payoff functions of other players, he must also
estimate the false signals that other players release in the coalitions they falsely join.

2.3 Escape situations and virtual game of player k,: his virtual game when information sets are
unstable

Under information symmetry, an important difference between a cooperative game with agreements implemented
by a third party and a cooperative game with agreements self-implemented is that in a cooperative game with agreements
self-implemented, since the members of any coalition may escape through deviation, the condition that a player joins his
coalition is more harsh: in an information asymmetric cooperative game with agreements self-implemented, for other
members of the coalition, the condition for a player being accepted as a member of the coalition is that his marginal
contribution to the coalition must be at least no less than his escape-payoff deriving from deviation, and at the same time,
the marginal contribution of any member set that he belongs to must be no less than the sum of the escape-payoffs deriving
from deviation of all the members in the member set. And in a cooperative game with agreements implemented by a third
party, once the cooperation agreement is signed, it is impossible for a member to escape through deviation.

Under information asymmetry, even if all other members of the coalition consider that the marginal contribution of
some member to the coalition is greater than his escape-payoff deriving from deviation, and the marginal contribution
of any member set this member belongs to is greater than the sum of escape-payoffs deriving from deviation of all the
members in the member set, this member may still escape through deviation. The reason is that this member may retain
private information and the information sets of other members are incomplete.

In an information asymmetric cooperative game with agreements self-implemented, the escape through deviation of
any member of a coalition itself is a process of information release. The different escape strategic choices of some player
mean that they may change the information sets of all the players. In the virtual game of player i1, when he decides and
plays his escape strategy on the basis of his estimation of the information sets of other members, his escape strategy as
information release will change the information set and the strategic choice of any other member i; (i # i1). But this is not
the end of the matter. In fact, in the virtual game of player i1, the change of the escape strategy choice of i as information
release will change the information set and thus the strategic choice of any other member i3 (i3 # i) too, ..., and so on,
until player /; has estimated any other member is (i> # i) estimation of any other member /5s (i3 # i») estimation of ...
any other member i/,s (i, # i,—1) change in his information set and strategic choice. At this point, in the virtual game of
player i;, the influences of the optimal escape strategy choices of all players on the information sets and strategic choices
of all players are taken into account, and the information sets of all players become stable.

Herein, our methodology is finding all kinds of possible information sets, then analyzing the equilibrium of a player’s
virtual game on the basis of stable information sets.
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Given the feasible coalition situation ¢ of the game, in the virtual game of player k;, the feasibility of coalition
situation ¢ means that in coalition situation c, all the players are trusted by other members of the coalitions which they
belong to. For any player j € CT, the conditions that he is trusted by other coalition members are shown as follows:

i) ) eli —c i) FY (F N .
(1) Zieclg |:MV]((2)(Ck()) _sz k :| +Z]€C;—j¢ci leg )(Ck<j ))_sz k J > O7 i, j 75](2,

C((z) o(iF 7CC(J.F) F Lo
(2) Z[ECL |:Mvg},)( ) ZtETh g ():| +ZI€C: ]¢CC [MV% )(Ck(j >)_Zt€Thth ¢ v )‘| > 07 L J #k27 k2 €

T, CCy

L()() 7CL(J )( )

GV = LyeW V>0, iecz vy -y

c(j
G

W, >0, jeCl, jECE.

iF
P GC]f(./ )

The above conditions can be simply denoted as:

Z MV]E)(Ck) W (>:| >0, i # kp;

icCy

Y |- Y we i]>0,i7ék2,kzeThCCk;

i€Cy | tel)

-y w, D S0, ieq.
teCy

Herein, that some member is trusted by coalition C refers to that he is trusted by the extensive coalition C*. Extensive
coalition C* includes all its nominal members, as well as those who are considered to escape from other coalitions through
deviation and join coalition C.

In coalition situation ¢, the n nominal coalitions have been formed, what each player k; should decide includes not
only his escape strategy through deviation, but also the strategic choice he will adopt in the terminal node (core) coalition
which he will join (his false strategic choice in an intermediate node coalition is just a means of information publishing,
not a real strategic choice).

In fact, the strategic choice of some player k; in his escape target coalition must be subject to the goal of the target
coalition’s maximum expected cooperative payoff, therefore, in feasible coalition situation ¢, what player k; needs to
decide includes his escape strategy e,(fl), and the strategic combination choice that “should” be adopted by the core
coalition which he belongs to. Herein, the core coalition is his terminal node coalition in his virtual game, consisting
of the nominal members who are considered not to escape from the coalition through deviation, and those who claim to
escape from other coalition through deviation and are considered to take the core coalition as his terminal node coalition.
A member of the core coalition is considered to honor his promise and take the core coalition as his terminal node coalition
in player k;’s virtual game.

Escape strategy e,((]fl) of player k; should be considered to be feasible too, that is to say, if el,i‘ (ki) = 0, then,
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l'i) ki i
Z [MV%I i kh ZW (kt, i)
teTy, eC[,ﬁéCzk‘

i, j#ki, ki €Ty CCy;

. ek d) .
V(]f(lka’). _ Z W, G ks )>O lec(kl, i),
Cl; l") T
k teC,i( 1)
clky, J ) .

ki, J*) —C; ® 7 1y, c(ky, Jj ).
VC‘7(k1’-fF) Y w >0, jEC,

k zeCc(k1 i

we can denote the above conditions as:

Y [ - w G ’)} >0, ik

icCy -

y kal" Y WG S0 ik, k€ T C Gy
i€Cy, L teTy,

vy w ek s 0, ie g

teCy,

That is, whether he honors his commitment to escape through deviation or not, player k; must be trusted by his escape
target coalition.

Obviously, in coalition situation c, in the virtual game of player k;, his optimal escape strategy ez(k‘)

and the optimal
strategic combination choice SC( V) of the core coalition (as his terminal node coalition) are the optimal response to his
estimations of the optimal escape strategies e_(kl V) of other players and other core coalitions’ optimal strategic combination
choices St((];lr ) , the goal of his decision-making is to maximize his expected cooperative payoff distribution (from his escape
target core coalition):
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wky)  #(k ki) /e k) (k w(ky) (K
(ekl< D SC;I)) = argmax %f(ll)(CT) [(e,(ql), sé¥)>; (ef(kll), sjclf))} )

(8

where C% is the escape target coalition of player & in escape situation (e,((l;] ), ei(,/;l)), el;' (k) — T, Fcilf‘ ) (C%) is player k1 ’s
estimation of his expected cooperative payoff distribution from core coalition C7. he belongs to.

Or, because player k;’s goal of the maximum expected cooperative payoff distribution is consistent with his goal of
the minimum expected escape-payoff deriving from deviation, the goal of player k; ’s decision-making is also his minimum
expected escape-payoff deriving from deviation:

*(k *(k . —Cf(k k k *(k «(k
(ek]( 1)7 scél)) _ ir?m&n) W, 7 (k1) [(el(ql)7 sé;)); (ef(kll)v S—(Clg))}v
(ekll !SC;)

() represents the expected escape-payoff deriving from deviation of player k; when he escapes from core

_c<
where W, "7
coalition Cf. through deviation.

The n levels virtual game of player k.

In coalition situation ¢, assume that player k; is a member of coalition C, k| € C, given player k;’s estimation of the
optimal strategic combination choices ei(,fll ) of other coalitions, when player k; decides his optimal escape strategy and the
optimal strategic combination choice that the core coalition he belongs to “should” adopt, the goal of his decision-making
is his maximum expected cooperative payoff distribution (from his escape target core coalition C5 when he escapes from
C through deviation). As mentioned above, in escape situation (e,(cllq)7 eﬁf}‘)), the goal of player k;’s maximum expected
cooperative payoff distribution from the escape target core coalition Cf is consistent with the goal of maximum expected

cooperative payoff of core coalition C7.

In the first level virtual game of player k1, in coalition situation ¢, given the escape situation {e,(cll<1 ), eﬁ,fll) [1 (k1) (ekl ;

e*(,f]‘ ) )} } (where e*(,];‘) [1 (k1) (el(!]q ) ) ei(,f ! >>} are the equilibrium escape strategic choices of other players when his escape

1
strategy is e,((llq), and the information sets of all the players are /(1) [e,(cljl), ei(,];l')} ). At this time, player k; can make up

three different member sets of coalition C;:

(1) Nominal member set Ml-(m, that is, the member set of coalition C; in coalition situation ¢ when there is no escape
behavior of the members to be considered; nominal coalition C; is formed by all the nominal members;

(2) Extensive member set M;r(kl) {e,(cllq),ei(,f]l) [1 (k1) (e,(cllq) 7ei(ll;')> , that is, the member set of coalition C; formed
after all its members escape from other coalitions through deviation (including false escape through deviation). In this
member set, all the members in the nominal member set are included, as well as the players in other coalitions who claim
to join coalition C; through deviation; the extensive members form extensive coalition Ciﬂk');

(3) Core membersetM,-C(kl) {el(!:l)7 e*(lfll) |:I(k1) (e]((’:”’ gﬁli‘;))} } ,thatis, in extensivemembersetM;r(k‘) {e,(:‘), e*_(,fll)

[1 (k1) (e,((/f1 )7 e*_(]]:ll))} } , the member subset formed by those who are considered to eventually join coalition C; and decide

not to escape from coalition C; through deviation (that is to say, the extensive members who are considered to take coalition
C; as their escape target coalition); the core members form core coalition Cf(kl ),

At the same time, in player k;’s first level virtual game, when some player plays different escape strategies, player
k1’s estimation of the information sets of other players are different too, because the implementation process of escape
strategy itself is a process of information release. When a player plays different escape strategies, the information he
releases will be different. Therefore, player k| has different estimations of the optimal escape strategies of other players

in different escape situations. Denote player k;’s estimation of the optimal escape strategic choice of any player when
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player k| plays escape strategy e,((lfl) which he considers feasible as e*_(]fll) [I (k1) (e,(j] ), ei(,fl‘ ))} , in coalition situation ¢ of

the virtual game of player k;, when player k; plays feasible escape strategy e,(clf‘) , his estimation of the escape situation

will be {el((1?>7 o) [,(m) (“%”7 ej’;ll)ﬂ }

When player k; chooses escape strategy e,(cllq) that is considered feasible, first of all, player k; needs to estimate the

information sets I(k'>(e,(::'>, ei(,fll)) of all the players and the corresponding escape strategic choices ei(,fll) [I(k'> <e,(cllq),

ei(,f]l) )] of other players, here, the condition that his escape strategy e,(cllq) is considered feasible is that, if eil (k1) # 0 (that

1)

is, player k; chooses coalition Cy, as his escape target coalition (ellz1 () — T) or his false escape target coalition (ei1 k) — ),

then,

Y [ @) w0 > 0,0 £ ks

i€Cy,

)} [Mv%j“ V(G- ow ’”] >0, ik, ki €T, CCy

icCy teTy

vy w ek s 0, ie g

teCy

When the information sets of all the players are /(1) (e,((kl) ei(,fll)), assume that player k;’s estimation of the strategic

combination choice of any other core coalition C;(k'> {e,(f'), e*_(lfl'> [l(kl) (el({'f‘>, ei(]fll))} } (C;<k'> {e,g:'), e*_<:l') [l(kl)

k *(k (k k *(k k x(k .ok .
(el k) el S e (e RO ) 5T ) () e\ then the optimal
Ch{ekl ’e*kl [1 1 <ekl ’e*kl >]}
strategic combination that the escape target coalition of player k| should adopt (that is, in player k;’s first level
virtual game, the optimal strategic combination which maximizes the cooperative payoff of core coalition

C;(kl> {e,(jlq), ei(,fl” {I(kl) (e,((]l{‘), ei(f:))} } is considered to be:
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= argmax c<k1>(,)(s ctk) [ ) k) [y (L) =(k) ’
sr;l(;{l){egkl)’e*%l) [I(kn(el((kl)‘e*(fl))]} Cr Cr 1 { kll , ,kll [1 ky <k1] , ,kll )]}
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sok(kp ) )
7C;(k1){el((’l<1)7 e’:(:ll) {I(kl)<e£’:|)7 e’:(}il))]}
_ (k1) ¢ (k1)
= argmax Z Ui S [ k) #(k) (k) (k1) (k1) ’
sg(;l&l){egi"),ei(:ll) [I(kl)(el(:l),g’i(]f‘ll))]}iec;(kl){egl‘”’ei(lfll) [1(k1)<el((l;1),ei(:ll)>]} Cr { K0k [1 1 < (7 kg H}
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P ) {Jfﬂ

k

.ty

This maximization model above determines the optimal strategic combination choice of core coalition C;Uq) e,((]f] ),

ei(,fll) [I(kl) (el((]lq), ei(fll))” in escape situation {e,((]lq), ei(fll) [l(’“) (e,((]f‘), ei(,]fll)ﬂ} (in player k;’s first level virtual
game); of course, it also determines player k;’s optimal strategy in escape situation {e,((ll{l), ei(,lf:) [I (k1) (e,(jl(l), ei(,icl”)] }

(in player k;’s first level virtual game):

o(ky) o (k1) x(kr) o(k1)
St (G e, )esccw.) (k1)) [ (L) G0NV
T €y 0 Cky 0 kg

Strategic combination o) )H is the one that player k;’s escape target core coalition

C;(kl){elgl;l), ei(](kll) [I(kl) <e£11(1)" ei(’fll)
C;Uq) {e,(cljl), ei(,fll ) [I (k1) (e,ilfl), ei(,];l))] } should adopt when player k; plays escape strategy e,((]:” in player k;’s first
level virtual game, this strategic combination is considered to maximize the cooperative payoff of core coalition
C;Uq) {e,((l;l), e*j,fl') [I (k1) (e,ilfl), ei(,fll))] } when player k| plays escape strategy e,(cllq) and at the same time maximize
the cooperative payoff distribution of player k; himself. Denote the cooperative payoff distribution that player k;

gets from core coalition C;(kl) {e,((llq), e*(,l:ll) [I“") (e,(!:'), e*_<,fl'>)} } as ?c;l(kl) {e,(!lq), &) [I(k” (e,((llq), e*%l'))} }, and his

— —ky
o o ofC;(k1 ) {eif]),ei(]:l) [I(kl) <e£llq),ei(:l' )>] }(kl)
escape-payoff deriving from deviation as W,

when he escapes from core coalition
C;(k'){e,(fl), e’i(,fl” [I(kl) (e,((]?), ei(,fll))}} through deviation (we will examine the cooperative payoff distribution
?csz‘) {e,((’:”, e*(,fl) [I(kl) (e,((lfl), ei(,fll))} } that player k; gets from core coalition C;Uq) {e,(j‘), eﬁl‘) {I(kl) (e,(cllq), ei(,]::)ﬂ }

—K1

and his escape-payoff deriving from deviation C;(kl) in the following).
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Under the escape strategy e,i v , the reason why player k| considers that core coalition CT( >{e,<(]:'), e*_(;:l‘) [1 (k1) ( ,((Ifl),
*(kl)):| } 113 E2) (k )
€ g should” adopt strategic combination sC (kl){e<k1) ) {I(kl) <e(kl) (k)

kp 7Tk kp > "=k

payoff of core coalition C;(kl) {e,glfl)7 e*,(,fll) [I(kl) (e,(jl), e (,f”)} } is that core coalition C;(kl) {el(cllq)a ei<1}<611) [I(kl) (el(cll{l)v
*(ky)

€y )} }’s maximum cooperative payoff means the maximum cooperative payoff distributions of all the core members

) which can maximize the cooperative

of core coalition C;Uq) {e,((lfl), ei(,fln [1 (k1) (e,i]:”, e (/];11))] }, and also the maximum cooperative payoff distribution
2l {e,ﬁ"”, &) [,(m) (

1

of player ki. Therefore, player k;’s escape strategic choice is aimed at his

maximum cooperative payoff xk {ekl , —k1 [ k1) (e,(f'), e <,fl'))}} distribution from his target core coalition

CT( >{el(<]f])’ ei(]fll) [ (kl)( —k1 )}}

e;(lq) — a,ézgfxxk(kl) (C;Uq) {61(!?)7 e’i(fl” {qu) (ez(f,"), ei(/fll))] }) .

ekl

Or, the goal of his escape strategic choice is his minimum expected escape-payoff deriving from deviation:

o_cctk) [ U) - rlen) ey (k) xRy

eZ(kl):argmian “ {k] o {I | <k| o ﬂ}(kl).
1 ot

1

The escape target core coalition of player k; is C;(k') {ekl(k‘ ), ei(,fll) [I (k1) (ezl(k‘ ), ei(,fl‘)ﬂ }, the strategic combination
that this core coalition “should” adopt is:

*(kt) _ (k)

CLT'(kl){ekl(kl) e*(lfll) [[(kl) (Ekal), ei(:[l))]} - sc;(kl){el’:fkl), e’:(kkll) [[(kl)< “(k) -, (:;))]}'

The cooperative payoff that core coalition C;(k‘) {ek(kl)7 e’i(,fll) {I (k1) (e;;(kl)7 ei(,fll)” } “should” get is:

(k1) (S*<kl) (k) )
feASHS C;(kl){ezl(k')7ei(fl')[l(kl)<625k1) 7(::))]}’ *C;(k”{ezl(k')vei(kﬁl)[l(kl)(ezl(k”vei(kﬁ”)]}

= )y ul(kl)(sz(;l:/il)){ezl(kl)’ RO [1("1) @fkl) (k1)>] }’

iec;(k'){ezl(kl)7 e’i(:ll) [I(kl) (ezl(kl)’ ei(/:l))}} —k) €k

**(kl)

{0, 0 ) (0, 0] })'

The expected cooperative payoff distribution izl(k‘) (C;(k‘) {e;:fk'), e*_<,f1‘) [I (k1) (e,tfk”, e*_<,fll)>} }) of player kj is the

maximum expected cooperative payoff distribution that player k; can get in coalition situation c:
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) — o) (C;(kl) {e,ﬁf"”, e [,Um (erk”’ ei(::))} }) _

In player k;’s first level virtual game, when player k; decides his own optimal escape strategy and the optimal

(k1)

strategic combination choices of his core coalition, he must estimate the optimal escape strategy e;:z of any other player

**(ky )
ko (kp # k1) and the strategic combination choices 5" i (kl){e(kl> ) [1("1) <e<k1) )
T k0 Cky ko

of the core coalitions other than
1)

his own. This estimation relies on player k;’s estimation of any other player k,’s estimation of his own equilibrium choices
*(ky)

based on his own information set in player k;’s virtual game. Player k;’s estimation of the escape strategic choice €,
of any other player k, depends on player k;’s choice based on his own information set in player k;’s virtual game:

* (k1) *(k1, k)
e, =e,

*(kp)

c c(ky) El )’ ei(/:l) 1(k) e}((’;l)7 ei(:ll)
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depends on the equilibrium public choice of extensive coalition C;r(kl) {ezl(k”, e}f:) [I (k1) <ezl<k‘), ef,f:))] }:

(k1) x(ky)

The strategic combination choice s” of any other core coalition C;(kl) {ekl ey

**(kl) C **(kl’ C;,r(kl)>

SCZ(kl){eIEllq), ei(:ll) {,(m (eg’l)’ ei(fl”)] } = SC;(k”{e,E];l), ei(:]l) {,(m (exmy ei(f:))] };
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where i € Cc(k )() Therefore, the escape target core coalition C;<k‘

’i)(-) of player i is core coalition C;<k‘>(-), jE€
C, k) (), j¢ Ch (), core coalition C2<kl’ i)(~) and core coalition CZ(kl)(-) are the same, the escape target coalition

k1, /) (Suc., ) gl /)

C;<k" J) ()of player j when he escapes through deviation is not core coalition C;(k] ) (Vv

ety ety SC;&., Dy’
**(klklj i )( ) k1 N )) is player k; ’s estimation of player ;’s (false) estimation of the cooperative payoff of core coalition
k‘ J) () accordlng to the false signal released by player j, i (- ERF is player k;’s estimation of the false signal of player
**(kh F) wk(ky, J )

J, s cethi )y S k] Dy, —csth is player k;’s estimation of player j’s (false) estimation of the strategic combination
Cr : -G, D =G
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choices of core coalitions (including core coalition CC (ki J )( -) which player j finally joins ) other than player j’s false

c(ky, j )() (1J)

escape target core coalition C accor-ding to the false signal released by player j,

Therefore, in player k; ’s virtual game, player;’s | j € C;( (), j¢ Ch () estimation of the strategic combination

. . N
choice S;g;{?f ,]))( ) of core coalition C;(kl’ /() is a function of his false signal iﬁk"’ 7.
¢ :

wxky, j) sk, ) Ok, JF)
((kll JJ)( ) =S ((kll JJ)( )(lf o )
h h

_ (k, Jy 1) (ky, j, 1) wx (ki J, i) (ky, j ) ki, )k, )
=argmax VC i (ch.'i s S i >+V (56  , 0
{EC‘(’W j)( CT(’q, Js >(.) CT(M Js )(_) _CT(k1, J )(,) clky, ) ) Ch(ky ./)(.) J
i .

(1, j, &) (kp, j, k) ke, gy k)
+ Vel sl S0 ,
Z" ) CZ(kl’ J» k)(_) < Cz(/m Js k)(.) J

where i € CZ(kl’ j)(-), therefore the escape target core coalition C;(kl’ 5 i)(-) of player i is core coalition C;(kl’ j)(-), ke

C,;L(kl’ ) (), k¢ C;(k" J) (+), core coalition Cz(kl’ i k) (+) and core coalition Cz(kl’ ) (+) are the same, the escape target core

coalition C;(kl’ jr k) (+) of player k when he escapes through deviation is not core coalition Cz(k“ J) (); 4 sk, ) K g player

J’s estimation of the optimal false signal of any extensive member k [k € C;(k" J) (), k¢ CZ<k" 7 (), k# J} in player j’s
virtual game.

Player j’s purpose of releasing false signal to his intermediate node coalition C;(k" ]

c(k, Jj )()

)() is to influence the public

choice of the strategic combination choice of core coalition C , thereby maximize the expected cooperative payoff

of player j's terminal node core coalition Cy, k)

F . . .F . .

i;(kw "= argmax V(Zlk,l-]l) <S*t<(fllv’$) ("gkw ), S*Efii’% , S**%(lil‘j)j) cky. J) )
l.(kl, jF)EI(kl‘ i) G ¢) G, ) Cr ) -G, ), —Cr ()

J J

* (ki)
Obviously, to estimate the strategic combination choice sch("l) { () (o) [l(kl) (e,(ckl) o)
1

€y 0 Cky v €k

>]} of any other core

coalition Cf(k'>(-) player ki needs to estimate any core member i’s [who belongs to core coalition C2<k1> (+)] estimation
of the strategic combination choices s C(k('k’ .),)() of other core coalitions —C;(k'>(-), and any extensive member j’s [who
belongs to core coalition CZ ()] estimation of the strategic combination choice that core coalition CZ(k‘)(-) “should”
ok, )

adopt, extensive member j’s estimation of the strategic combination choices 5= " Dy, —csthr of the core coalitions
=Gy 0, G
other than core coalition Cc(kl’ ! )() and his terminal node core coalition C;(kl" / )(~), as well as extensive member j’s

estimation of any extensive member k’s optimal signal I “(ka, J, K ),
Thus, the virtual game of player k| enters the second level. In the second level virtual game, in order to get his

* (ki kz)( (ky

optimal escape strategy in coalition situation c, player k| needs to estimate the escape strategy €, e, )) of any other

player ky (ko # k1) when he plays any feasible escape strategy e,<€l ). And in order to get his optimal escape strategy, player
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ko (ko # k1) needs to estimate the escape strategy ezikl’ k2. k3) (621:1)7 e,(j;" k2)

any feasible escape strategy e,({];“ %) At this point, player k;’s virtual game enters the third level, ...

Examine player k;’s virtual game level by level up to the n-th level, we get the virtual game of player k; with the
information sets of other players stable.
The model of the #-th (1 <r < n) level virtual game of player k| is shown as follows.
The ¢-th level virtual game of player k;
In player k;’s t-th level virtual game, player k| needs to estimate any player k,’s estimation of ... any player &;’s
estimation of the escape strategy e;:’(fi" k) of any other player k| (k;+1 # k;) and the strategic combination choices
sk (ky, koo, k) (ky, ko, - ki)

clhys ko, o k) [ (kys kg o k) w(kyy ks o ke ) [ (kg ek (ky) . (kp kg k) w(ky, ks e k)
G, €k » €k, 1tk k) €y 0 Oy V€ kg, —ky, ey —kt

{e(kh kyy oo k) - rlkn ks k) [ kg, s k) QK1) Rk k) (ke ke k)

) of any other player k3 (k3 # k») when he plays

)} } of core coalitions C,,

ke 0 €k koo 0 €ky, —ka, e, —ke
coalition of player k;, when the feasible escape strategies that player kj, player k3, ..., player k,_ play are respectively
kD) ki k) (ki ko, k3) oK K2y o ki)
ki 2 Tk > ks > Tk : ) ]
In player k;’s ¢-th level virtual game, when the feasible escape strategies that player &y, player ky, ..., player k_
play are respectively e,i]l{‘), e,(j;" k), egl’ kaka) - e,(:i] ko ki) gt player k, needs to estimate the information sets

gk, s kr)(e](jl), e eg‘l" k’), eﬁl"’ 52,(’2"'_[]{’)7&) of all the players, his optimal escape strategic e;;(k]’ k) {I(k“ s ki)

k ki, kp, -,k ki, ko, -, K
((1) e(la 2o k) - ki ks k)

) other than the escape target core

€k T G ki, —ka, e, —h

)} , choice and the strategic combination choice SC;W Ky, s k’){ef“' Ky - k)
1

ki ko, o, k ki, Ky, e, k ki, Ky, e k *(kis k2, s ki) . .
ei(ktlv 2, ki) |:I(k]«, ) (el(q])’ st el((tl, 2, r)) et(kllf 72122 3 tikt)}} of his escape target core coalition,
(ks ko s ki)

where the condition that player k; considers player k, considers ... player k; considers some escape strategy ;.

is feasible is that if e 152K £ g (Qilki- koo k) _p o ki ko k) py e

Z _MV](J:]" kyy s ke 0) (C) — Wk_Ck(kh ky, ey ke, i)] >0, i k;

1
ieCy -

Y [ ke iy - Y wy Gl R ke ")] >0, i#k, k €T, CC

i€Cy | teT),

Vc(ll(q, kyy ey ke, B) Z ‘/Vt_ck(kl-, kyy s ke, 0) >0,icC.
teCy,

. : (ki o k) k) (ke k) xk ke, e k) > S
Assume that under information sets / (ek1 , . C € g —k,)’ player k;’s estimation

of player k;’s estimation of ... player k;’s estimation of the strategic combination choice of any core coalition
clky, ky, o ki) [ (kis ko, e k) (ke ko, s k) | (kg e k) (K1) ks kg e k) x(ky kg, e ki) c(ky, ko, -, ki)
Ch 1, k2 1) § g\F1s 2 t’e 1, k2 1 I( 1y s ke) ekll e 1, k2 1 , e—k117 —2k2, “,t—kt #CT 1, k2 1

ke —k; ki
(ky, ko, s k) w (ks ko, o ke) [ kg, o k (k1) L (ki ky, e k) x(ky ko, e k) .
{"k, €k, 1l (el s ey R 185 el dy k) [ (ko k)
G Ck; )
ki, Ky, e k k ki, ky, ok ki, ky, o k sk, kg, s ki) . o .
ei(k[" 2 k) [I(klv > ki) (e,(ql), e e,(q" 2 ’), e*_(kI': —2k27 .;.7’>_k1) , the strategic combination choice
- (ky, ka, s K ki, ko s K ki, K, o k k ki, ko, s k ki, ka, s
that core coalition CCT( 1 k2, oy ki) {el(ql/ 25 t), ei(kfl 2 +) |:I(kl» k) (e/(ql)7 s e;(ql 2 1)7 e*—(kll, _2162’ ~'~,t)—kz)}}
which is player k;’s escape target “should” adopt (that is, the strategic combination choice that is considered to maximize
the cooperative payoff of core coalitionC§(k" ko, ki) {e;{]:" ko ki) e*_(,lf" ka, - ki) {I(klv o ki) (e,((]f]), e e,(fl’ f, k),

*(ky, ko ooy ke) e
€ ki, ~kp, -, —kt 1S:
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o(ky, ka, - ki)
cclkr ka, kt){e(kl- ky, - kt)7 e*(ktb ky, s k) [,(kl, ) (elgfl) I R S e G R ) ﬂ }

T ke > Tk » T kg —ky, s —kt

= argmax
s(k]’ ky, -, k)

C;(kl, ky, -, k,){elgkl. Kys e k) (ks gy s k) [I(kh oy k) (e(kl) Gk ke k) (kg kg s k) )H

¢ VCky ky > ke ok, —ky, e~k

(ky, ko, - ki) skis ks k)
C;(kp ko) C;(kp ky, -, lq){e(’q: kyy ki) (ki kg, s ki) [I(kl, k,)( (k1) ks kg s k) e(kys ke ki) )}}’

ke v €k €y 0 Gy 1€ ky, ke, —y

wx(ky, ko, -, ke)
—C;(k" Ky, s k’){e(kl‘ kyyoske) - r(ky, kg, ki) [l(kl‘, e k) <e(k|) e Gk ks kr)7 Sk ko, ) >]}

ks ek ko ki, —kg, -y ke

= argmax
s ks k)
C;(kp kg k) (ks kg s ki)

Sty kg k) [ (ks kg e ke) (kg ks k) Ty e k) (KD (R ks e k) (kg ks e k)
Cr “kt ke bt kT K POky, e e

)y

o elkys ky, o k), Ky Ky, e
zeCC(l 2 1) S(1 %) 1)

T clky, ky, =, k) [ (kys ks ki) w(kp, kg ooy ke ) [ (ky, ooy k) (K1) (kys kg, ooy ke)  xlky, ey, ooy k)
Cr {ekr s e—k, [l( 1 t) (ekl L e ek, s ‘Lkl, Ky, *h)]}
u(klﬁ ky, - k) s(kl" ky, s ki)
i Cf(kl, ky, -, k’)(s(kl’ ky, o, kt) ’
T ccllrs s o da) f (ks koo k) - x(ky ks s ke) [(ky, o k) () (R ks e k) (ks gy s )
T ke ekt T VOkys ke

sk (ky, ky, oo, k)
—C;(kl’ Ry ke) (kK s k)

el ke k,){el((kl, b, k) e*(kll, ky, . k) {I(kl, k) (e](ckl) e}({fl- Ky, k) ek kg, e k) )H

T , ek L DO ky, kg ey —hy

This maximization model also determines (player k;’s estimation of player k;’s estimation of ...) player k’s
estimation of his optimal strategic choice in the escape situation {e,((]:" k, s k’), ei(]];l’ ko -, ki) [I(klv s ki) (e(kl)

P cee
(kla ks o, kt) *(kh ky, -, kl) .
€k I e :

olky, ka, =y ke) [ (kyy - k) x(ky, s Kegn)
Sk ek, ) €k,

o(ky, ka, -, kt)
clky, ky, ko) [ (ks ks s k) w(kps ko ki) [y, o k) (K)o (R ke k) (ks kg, e ) '
Cr {ek e k) €y "€ ky, —ky, s —kt

1 ? Tkt
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o(ky, kyy =y ki)

is (player k;’s estimation of
clky ky, k) [ (kps ks s k) ek ks k) [y, e k) () (ke ks k) (ks ks e k) (play !
Cr ks €k 1 T % " Cky, —kg, s ke

player k;’s estimation of ...) player k;’s estimation of the strategic combination that his escape target core coalition

{el(!:l-, ka,o k) ei(]/;h ky,o, ki) |:[(kl-,"'7 k) (e](!l(l)’ s e]({/t‘l» kayos ke) - ek ko, ki) )} }

“should” adopt in the escape situation € k) ks —ky

)

when player k; plays escape strategy e,(fl" k’), this strategic combination will maximize the cooperative payoff of player
k;’s escape target core coalition C;(k" ko, o k) (-) when he plays escape strategy ekf{" k’), and it also means that player

k; gets the maximum expected cooperative payoff distribution from the core coalition. Denote player k;’s expected

cooperative payoff distribution from core coalition C;(kl" k2, k’)(~) as izz(kl’ k2) (C;(kl’ k2) {e,(:"’ k2, k’>, ei(,fll" ko k)

[[(ku ki) (g](jl), s g]({ltq" k2, s k’), ei(,fll’ fzkzk’)_k[ﬂ }) , and player k;’s estimation of his escape-payoff deriving

clky, by,

)
. . o— Nk, ko, -+, k
c(k, k2, 7"f)(.)throughdewatlonas Wk, T Ok, k2, ’).

from deviation when he escapes from core coalition C;

Under escape strategy e,(fl’ o k’), the reason why in player k; ’s ¢-th level virtual game player k; considers the strategic
. . . 4y C(klv k27 R kt) 13 ’ :
combination that his escape target core coalition C, (+) “should” adopt is SC;(,{IV k. s k) {e,gk" b k) o (:1' kg, s k)
t P =kt

k ki, ko, o, ky, ky, e, ko otk ko, s ki) : s ;
[k k) (R0 kK, k) ei( 1272 ’)_ which can maximize the expected cooperative
ky > ky » Tk, —kg, - =kt ’

(k1, k2, -y ki) (k1, k2, s ke) wx(ky, kp, -, k) s c(ky, ko, o ki) oy :
payoff Vc;(kb bk C;(h-kz Sy 70;“‘1' s kt)(-)) of core coalition C; (+), is that the maximum
cooperative payoff of his escape target core coalition C§(k“ ks k')(~) under his escape strategy e,(f]" " k) means his

expected cooperative payoff distribution fcz(k" ko oy )

) [C;(k“’ k. o )() maximized at the same time. Therefore, the

goal of player k; is his maximum expected cooperative payoff distribution ?c;:t(k]’ ko, o i)

C;(kl’ ko ki) ()} when he chooses escape strategy e,({/:“ k),
gl R () gtk )y c(lrgmax)fcz(k" b k) [l kf>(.)} .
kpy oy ke
e

Or, the goal of player k;’s escape strategic choice is his minimum expected escape-payoff deriving from deviation:

c(ky, ks s ki)
s(ky, o ki) (K1) (kt, = k) o (ki ka, o k)
€, ! (ek1 s e ") = argmin W, r .
(ke = k)
ekt

The escape target core coalition of player k; is

cetl ko k) {eszl, ko, o, k) (egl>7 S km) ok ke e k) [,(kl, kf>(.)} }

g, - kt)(.) — ki, k) (el((/fl), e}((’;h kz)’ - e]((]::"w kr—1)7 e*_(}’:ll-, lec,z---'j'k,_)kt) .

The strategic combination that core coalition C;(k" ko o i) (+) “should” adopt is considered to be:
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(ki kgy ey ke)

clky, ky, s ke) [ x(ky, ky, s ke) [ (kp) (ks k) xRy, kg,
Cr K Ckp 0T 1€k

_ olkr, kyy ey ki)

etk ""kt){e*(klrkb "'=k1)<e(k1) e

ke koo Gy —k

The cooperative payoff that core coalition C;(

(ki, ko, - ki) ( o(ky, kz, -+, kt)

s
ks kg, o Lk, ky ko k) [ (ky)
ik clhy, ko, s ki) [ o(kys ks o ke ) .
T Cr k 0T %y

wox(ky, ko, s ki)

c(ky, ky, -,
—Cr kt

(k1> ’%1))7 RICE-AS

(kys -, k,,,)) e*(klA ky, -,

,kt

k) {e*(kl. Ky -, k,)(el(ckl)’ eifl} k,,l)>7 ei(kk;h k., s k) [0 8] }

k) [[(kh kt)(.)”

k) [](kl~ kt)()} } .

ki ko, o i) (+) “should” get is considered to be:

)

kt) {I(kl‘ k,)('ﬂ }7

clky, kyy -y *(ky, ko, -, q k <k, *
iecst 2 kr){e (ks ko, - k) (elgllw) /(qi] : 1)>’ 7(,:1 ky, o k) [I(kl k) ( )}}
u(kh ko, -+, k,)<S0(k1, ko, -y ke)
i c(kyy ko, oy *(ky, kp, o, kpy oy ke *(ky, ko, vy ’
CT(kl' ka, kr){eki(l‘l ko k’)<e,§1;1), . elgtll . 1)>7 67(151 ky kt)[l(kl, k,)(_)”

wx(ky, ko, s ki)

kp o Tk

sic;(fq-, Ky, kz){e;(kl‘ ky, . k) <e(kl) ol kt—l)) RN [I(kh k,)(.)] })’

k= k) () = gk - k) [e,(ff”, e,(:;" k) .. .

(k1, s k1)
ekt—l )

*(ky, kp,y o, ke)
0 €k ky, ey ke |

Player k;’s estimation of his maximum expected cooperative payoff distribution is considered to be:

~x(ky, s k) o (kp) (kys s k1)

Y (e, s e, )
_~olky, -, ki) o (k1) (ks = k1) (kys kay oy ki) [ x(ke, ko, -0, Ke)
“k (ekl > ekr—l )( T €k €

k) ko

(k1; ko, -, k’)(e(kl>

gk, s k,)(.) — ko k) { (k1) e(kls k) . : ez

ekl s kz , vt
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In player k;’s #-th level virtual game, player k; must estimate the escape strategic choice ei(,]:tl’kz’ v k)

of any other player —k; on the basis of player —k;’s own information set and the strategic combination
wlh. ko, - k’> of the core coalitions other than player k;’s escape target core

- c(kys kp, s k) el((:q- k), e’i(l";l» Ky, -, kl)(l(kh k) ()

choices s

coalition when he decides his optimal escape strategy and the optimal strategic combination choice of his escape target
core coalition. Player k;’s decision-making relies on his estimation of the equilibrium escape strategic choice of any player

—k;in player —k,’s virtual game. Player k;’s estimation of any other player —k;’s estimation of his own escape strategic

*(ky, ko, oo, ke)

choice e depends on player —k;’s choice based on his own information set:

ki, ko, -, k ki, ko, -, ke, —k
e*_(kh 25 r):ei(kh 25 s ke, r).
t t

ok (ky ko, k)

ofan
C;(klrk%‘“vkt) effl”“‘k’) e*(kl,kz»--wkr) [I(kl.---,kz)(')]} ’

In player ki ’s ¢-th level virtual game, strategic combination choice s

core coalition Cﬂ(kh ky, -, k) {el(jh T k,)’ e*_(]’:[l» ky, - ki) |:I(k17 s k) ( ):| } (75 C c(ky, kay o, k { ) _(]/;1, ky, -, ki)
{I(k“ k’>(-)} }) depends on the public choice game of extensive coalition C+(k1 ko s ) {ekk" ) e_(,]:“ ko s i)
1 1

[1 Gkt e, kf)(-)} } among its extensive members:

w(ky, ka, -, ki)
ootk ks kr){e(kl» k) ek kg, k) [I(k], k,)( (k1) . ks Ky, kt)< (k1) . e(kl»] k,71)> RCRCAEN)) )}}

h ke ) €_ky €y 0y Sy 0 oy vl kg, —kp, ey —kt

+(kys ky, s k)

#(ki, ka, -+, ke, €, ) .
Hkys ks ke) [ (ks k) (ke ks k) (ke k) (1) w(kps ko, s ke) (K1) (kps k1) ek, ko, s ) ’
G {ekt e 1t ) Gy Ky T %k R R

gkt ko, k)
C;<k1~ Ky, o kt){ (ki s k) x(kys kg, ki) [I(k,, k,)( (k) el koo s ki) (e(kl)’ e(klvl kpl)) (kl, Ky, - M.kt) )] }

Ky 0 €k

_ (ks s ke, 0) (ky, -, ke, @) wx(ky, -, ke, Q)
= argmax Z VCc(kl, Ky, . ke, i)(')(scc(kh I S_Cc(kh Ky, - k. i)(.))
(kl(kkzk kr>k ) iec’c(kl. ky, k,)(.) T T T
G 0] !
(ki ko, ooy ey J5) o (kiskay ook, JB) 0 ek, ks ke JE) O ek, K, - ok i) .
+ Z Vc;“" Ky, s ke, -’)<-)(sc;“" ko ke ) ) SC;(kl, ook d) () s et A Dy, ko e j>(,)) ’

jec; (k1 k2 k)

jgc itk

(k1, ko, =, ke, ) ( (ky, Ky, -, ke, JF) g ko, ke i) gk ke, ke i) )
(ks Ky, s ke T S SR S S S B (ky, Koy oy kg, J (ks Ky, s ke
C;z(l 2 1 1)(.) C;z(l 2 1 1)(.) C(T(l 2 1 J)(_) 7C;1(1 2 1 J)(_)’ 7C(T(1 2 1 J)(.)

—ytkdo, o ki ) (b ks ke )l ke Tyl e K ) gl b, e ke T,
C;(kp Ky, - ki, J)(A) C;(kp Ky, -, ki, J)(4)7 J VY J
Co iporary Math tics 5096 | Jeanpantz Chen




where i € CZ(kl’ k. k’)(-) therefore the escape target core coalition C;Uq’ k2, 0 iy i)(-) of player i is core coalition
Cz(k" ks k’>(-) jECJr(k1 k) (), j¢C, (1, ko - k)() core coalitionCZ(k" k2, k’)(~) andcorecoalitionCZ(k" kz>(~)
are the same, player j’s escape target core coalition Cj olki, ko - k”j)(~) is not core coalition C;(k"kz’ ---,k,)(.),
(k1 kas -, ke JF) <s<k" Ky ey ks J5) 0 wlrs Ky, s ey JF) O x(ky, Ky s Ky GF)

et ke 0y St ke ) g S b ke ) Cé‘(kl-kz-"wktmf)(_)’7C;(1<1>k2w'wkt~.f)(_) represents  player &;’s

estimation of the cooperative payoff of core coalition Cy clhi, ko, - ke ) (+) according to the false signal released by player

ek iF
7 zﬁk" ko ek J) 5 is player k;’s estimation of the false signal released by player j, Ij(.k" ko oo s 1)

- - : sk, Ky, e iy 1) el e, e ki )
of player ;s feasible false signal set, s "= " 7, s Ky, o kg ) by ks s ks )
Cr 0 =G (), =Cp ¢

of player j’s estlmatlon of the strategic combination choices of core coalltlons [including player J’s escape target core
coalition C clhrs koo ki, J )( )] other than player ;’s intermediate node core coalition C;, clhr, ko o ke, J )( )

is player k;’s estimation

is player k;’s estimation

Therefore, in player k;’s t-th level virtual game, player j’s [ j€ CHk" ko s ) (), j¢ CL(k" ko s e >()} estimation

wx(kp, k27 oy ke ) c(ky, kg, -,
(kps by e
Gtk

of the strategic combination choice s of core coalition C ke, J) (+) is a function of the false signal

i(_klv kyy oy ke, J )

i released by him:

g**(ku ky, - ke, j) S**(kh ky, -+, ke, J) (l-(kl» ky, -, ke, jF))
S clkys ks s ke ) S elkys ks e ke i
C’;(1 2 1) /)(') CZ( 1 ko 1 /)(.) J

(ks kay s ke, Gy ) ( (ki, ky, ==, ke, i 0) wx(ky, ky,y s ke, J, 0) )

=argmax Ky, kos s key o ) Kys ks s kps i), 0 S elky, ke, e kg g
C;(l 2 100y C;(l 2 t,]l)(.) _C;(1 2 ,zjl)(,)

ieC’ clky, ky, s ke, j)<,)

Lyl ke, o ks §F) ( (ki ko, ) ki, ) [k ko, ~-,k,,jFJ)
Cc(kh ko, ey ke, j)(_> Cc(kh ky, -, k. j)(_>7 j

h h
I Z ki, ko o, ke, kF)( (ks ko o ki o k) ke, Ky o s kF))
Cc(kl" kyyees ke, k)<‘) Cc(kl, ky, =, ke, J k)(‘)ﬂ j )

h h

kec+(k1Ak2A ki ) 0

k¢C (kl Ky k,'j)(v)
k#j

where i€ C;<k"k2’ ”"k”j)(~), the escape target core coalition C;U{"kz’ ok b i)(-) of player i is core coalition

C;(k"kz’ ke ), keC, ke ko, ks ) ), k¢ C, (ki ko, ""k”j>(~),corecoalitionCZ(kl’kz’ 7k 0 k) () and core coalition

CZ(kl’ ko ke 1)(.) are the same, the escape target core coalition C;<k1’ k2, s ks o k)(o)

ks ko ey j>(,). ks ke e ey g kD)
h > Yy

of player & is not core coalition
is player j’s estimation of the optimal false signal of any extensive member

k |k ek ke d) oy g etk ko ke d) () g2 il in his virtual game.
h h g

(k1, kg, -+,

Player j’s purpose of releasing false signals to his intermediate node core coalition CZ e, J) (+) is to influence

the public choice 5™ (K1 K2+ k) ek, ko, o,

ki, j .
Cv(kl_ fo. ki) ! ]>(~), thereby maximize the

of strategic combination of core coalition C

cooperative payoff of his escape target core coalition C clhr, ko, s ki, J) (-):
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T (ks ke ke ki ks ok JFY) ek ks e e c(kys kys oo, kpo j
i(12 tj)elj(lz z/)CT(lz ) Ch(lz :)(.)

i*(khkz-, o ke jT) _ argmax (ki, kay ooy ey ) wx(ky, ko, o key ) (i(k"kz’ ""k“jp>>
| )
)
J

*(kl, kz, kt, ]) **(kl-, kz, kt, ]) .
C;(Iq. ko, -, ke, _1)(')7 _C;(kl, ky, -y ke, J) 0, —C;(kh ky, -, ke, ) )

Obviously, in order to estimate the strategic combination choice S*tgf,lkkz 2’__'_"’“];’)
G )

of any other core coalition

, player k; needs to estimate any core member i’s [who belongs to core coalition C,‘l

estimation of the strategic combination choices gk ko, ke D —C;(k" k2 s k’)(-),
ok ko ki, 1)(

—Cr )
extensive member ;j’s [who nominally belongs to core coalition C;(k ks s ki) )
ki, ks s ke )

ki, kp, - ke, j
C;( 1: %2 t /)()
ok (ks kg, o ke )
—Cz(kl' ky, -, ke, j)(')’ _C;(kl, ky, -, ke, j)(')

C;(khkz, "-,kt)(.) (k1 k2, "‘7kt)(.)]

of other core coalitions any

] estimation of the strategic combination

that this core coalition “should” adopt, member ;’s estimation of the strategic combinations

of the core coalitions other than core coalition C;<k" ko, o ki) (+) and his escape target

. , o . : #(kn, k- ks s JF
core coalition, and member j’s estimation of the optimal signal i ]-( b i)

Thus, the virtual game of player k| enters the (¢ + 1)-th level.

of any other extensive member k.

In the n-th level virtual games of player k1, the information sets of player k,, are stable. In this information asymmetric
cooperative game on the basis of stable information sets, how does player &, virtualize his game to determine his own
escape strategy and the strategic combination choice that his escape target core coalition “should” choose?

2.4 Escape strategy and player k,’s virtual game: the virtual game under stable information sets

In order to get player k;’s estimations of the expected escape-payoffs deriving from deviation of players &y, --- , &y,

e(k1) c(k1, k) e(k1, kn)
e «—C ki, k «—C ki, kn
A0 N A 0 R A A )

in his virtual game in coalition situation ¢, in his n-th level virtual game player k| must estimate any player k,,’s virtual

game based on the stable information sets (1> k")(e]g:”, ey e,g:" k")).

In player k;’s n-th level virtual game, when the escape strategies of player ki, player k> (k # k,), player k3 (k3 # k),
..., and player k, (k, # k,_,) are respectively e]((]l“)7 ef!;" kz), e g]((’;“ ""), all the players get the stable information sets
ke, kn)(gf(’:')’ o e,((l’:“ kn)), thus player k; can get virtual game F,(:ll" k”)(e,((ll“), e e;{flv kn)) in which any player
k,’s estimation of any other player’s optimal escape strategic choices are ei(]];’ s k) [I(kl’ = k) (e,(:”, . e,(c];“ k"))] ,

and the optimal strategic combination choices of the core coalitions other than his escape target core coalition are
wox(ki, ko, -, kn)
(kis ko, -, kn)

—C;(k]' ky, -, kn) <e£k|~ s k) el
vk")( (kl) (klﬁ "'ﬁkﬂ>

In fact, virtual game F,(Cf" e e ) is player k,’s estimation model of the escape strategy of
any other player and the strategic combinations of other core coalition when the escape strategies of player k;, player
kao(ky # ky), player k3 (k3 # k), ..., and player k,(k, # k,,_,) are respectively KDk kZ), e e,((ﬁl’ k1) On the basis

ki 0 Tk
of virtual game F,({i" v k) (e,g:‘) , player k, can estimate the strategic combination that his escape target

) 7

(kt, =+ kn)
e, )

core coalition “should” adopt.
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The virtual game F,(C];“ k”)(e,(cllq), e e,(c];“ k”)).

In game F,(C];I’ k")(e(llq), ey e,((il’ k")), under information sets I,g:l’ k”)(e,i]fl), ey e,(j;l’ k"))7 given player
kn’s feasible escape strategy e,((];“ v kn) , the strategic combination that player &,’s escape target core coalition “should”

adopt depends on his estimation of the escape strategies of other players and the strategic combination choices of the core
coalitions other than his escape target core coalition.

In coalition situation c, in the first level of virtual game F,E]:“ s k) (e,(cllq), RN 8,(!;1’ k")), given the escape situation
) L i ki, . K ki, ... kn
(e,({lfO, S e,(;" ’ k”)), assume that the strategic combination of any core coalition Cz(k" o ) e,Enl' ' "), et(,CUI' ’ >)
: ki, .. k ki, . K : ki, .. K ki, ok ,
{C;(k" e ) (e,gnl’ : "), e*_<kn1' ' ")) #C}(k” s ) (e,Enl‘ : ’), e*_<knl’ ' "))} other than player k,’s escape target

core coalition Cy is player k,’s escape target core coalition in escape situation

C (k17 ky, -+, kn) e(k1~ ] kn) ei(]’:l~ ky, -+, kn))

(ki oo kn)  x(ky, ko, oo kn) ) s (ks ko, oK) : ot : ;

(ek,, € g 1s ch(kl. kn)(e(kl, k)l kn)), the strategic combination that player k, considers his
h k;

> “—kn

n
c(ky, ky, -+, kn) (e(kh ey kn) e*(kh ky, -+ kn)

escape target core coalition Cp ) “should” adopt [that is to say, the strategic

kn ’ _kn
combination which maximizes the expected cooperative payoff of core coalition C;(k“ ko s kn) (e,((]:“ k"), e*_(,]:r:7 k2, s k”>>
is:
*(ky, K, o, kn)
C;(kh ky, oo, kn)(e;(/;p kn).’ ei(f; ky, -, kn))
(klﬁ ky, -+, k") (kla ko, -, kn)
= argmax Vel ks s b ( ckys Ky, =y kn) , (kps s kn) %y, Ky o, kn)y
(k1 d. k) CT(I 2 1)(.) CT( 15 k2, n)(el(wl, . n)7 efk; 2) n))
C;(kl, ky, -, kn)(el({l;l‘ k,,)- fi(;f,i ko, -, k,,))
xk(ky, ko, -, kn) )
c(ky, ky, =, kn), (kp, = kn)  x(kq, ko, -, kn)
7CT 1> %2 (eknl , f«’,k; 2 )
= argmax
(kys ko, ++s kn) clky, ko, ey k kyy ooy kn) x(ky, ko ooy K
S clhys kys o kn) (Kps =, kn)  x(kys ks s kn) zeCT( 15 k2, n)(e](cnl z)’ ejk; 2 n))
Cr (ekn " ey )
s k2, s kn)(s(k1~, ky, -, kn) gk ks k) )
i C;(kl’ ky, o, kn>(el(cl:,1‘ k,,)’ eﬁ]/;;, ky, -, k,,))» *C(Tl(klv ky, -, k”)(e,((il’ k,,)’ e»:(]l;, ky, -, k,,)>
. kiy ey k) o (K iy ooy kn)y - . . .
In the first level of virtual game F,(CH" ’ )(e,(q‘), e e,({n‘ >), in order to decide his own optimal escape
strategy and the strategic combination that his escape target core coalition “should” adopt, player k, needs to
estimate the escape strategic choice eﬁ; koo k) o any other player —k,, and the strategic combination choices

sk (ki ko, s kn)
,c;("’h ko, s kn)(
estimation of the equilibrium escape strategic choice of any other player —k,, in the virtual game based on player —k;,’s

own information set. Player k,’s estimation of the escape strategic choice e*(,]: bk k) o any other player —k, depends

() ol b k), of the core coalitions other than his escape target core coalition, which relies on his
il et

on player —k,’s choice based on player —k,’s own information set:

e’:(}fu ko, ooy kn) _ e*ﬁ(}’(‘lﬁ ko, ooy kny —kn)
n

n
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. .. . ki, ky, o k ki, k
The strategic combination choice gk ko o ") — of any other core coalition C ek, ko, s k)
C[,(kl, k., ,A,,)( (ky, =y kn)  #(ky, Ky, ,kn))
h kn ? Y —kn
, k ki, ko, -, Kk . . . . . . .. ki, ko, -, K,
(e,in n) e*_(k,:' 2 ”)) depends on the public choice of strategic combination of extensive coalition C;r( 2 )
(kyy -y kn) (ks kay ooy kn)y .
(ek,, I e—k,, ! )
RN AN ) o gk k) :
c(ky, ko, -, k ki, s «(ky, k Lk - +(kq, ko, oy Kk ki, -, k s(ky, k, -, k ’
Ch( 1k n) (e]((nl )7 *(knl 2 n)) Ch( 1 ko n)<el£n1 11)7 e—(knl 2 n))
Py *(ky, ko, -~--kn)
Ch(kl ky, -, kn) (6‘;5’;1’ kn)l’ ei(,fn]‘ ko, -, kn))
ki, ko, ok, ki, ko, sk, i ki, ko, ok,
— argmax Z V( 1> 2', s n,l.) (S( 1, k2 n 1) , sk (ky, ky n l,) )
c(kl, ko, =, kn, 1) c(kl, ko, -+, kn, t) c(kl, ko, -+, kn, t)
S(kl, ky, - kn) . elky, Ky, o, kn) CT () CT () 7CT <)
ekt k) o L€ ()
h
n Z V(kl,kL oy ks, JF) (S(kl,kz, oy ks, J5)
Tty Gl ke D F gl kb ) 2
]ECh 1, K2, s Kn (
. c(ky, ko, -, kn)
i¢ Ch " ()
S**(kh ka, -+, kny G5 s**(kl, ka, -+, kny J7) L
c(kl, ky, -, kn, _j) ? ) . L‘(k] ko kn /) ’
C. . L(kl,kz, s k) ,_/)
r O "0, ¢
V(kl, SN S(kl, ky, -+, kny JF) S**(kl, ke, -, kay JF) S**(klﬁkz, oy ks )
ki, ko, -, kn, J ki, ko, -, kn, Jj ’ ki, ky, -, kn, J ? . ki, ko, -, kn, j
CZ( 15 %2» ns /)() C;( 1) k2 n /)() C;( 15 2 n 1)() 7C2(k1" ky, -, kn, _,)(')7 7C;( 1) k2 n, J)

fv(kl”‘” e ks 1) ((kl,kz, e ks 1) i(k17kz, ~-,kn,jF)> 7 l.(kl,kz, o ks ) el(klakzx ey ke, U

TV clhys ky, o ks clky, ky, - kny ), 0 Y J J >
Ch(l 2 n )() Ch<1 2 n )()

where i € C, clhr, ko, o o >( -), therefore the escape target core coalition Cy etk ko i)(~) of player i is core coalition
(kl k2a ] k ) (kla k2 kil) kla k27 o kﬂ) Cc<k17 k2*, ) k’h l) 141

C, (), J€C, (), j¢C, (-), core coalition C, () and core coalition

Cz(kl’ k2. k) () are the same, player j’s escape target core coalition C;<k" k2. ki J) () is not core coalition Cz(k" ko hn)

OF o N IR GRS i B N A D I IS

. S . .
c(ky, ko, =, kn, j clky, ko, -, kn, J ) c(ky, ko, =y kn, j ?
Ch(l 2 n )<_) Ch(l 2 n )(,) CT(I 2 n )(_)

. represents player
7C;(kl' ky. o, k. j)<.>’ 7Cc(k1~ Ky, - kn, J)(. p play

T
kn’s estimation of the cooperative payoff of core coalition C;(kl’ ko s Ky )() according to the false signal released by

ki ko s ks JF ki, ky, -y kny 5
( ok k) 4 is player k;’s estimation of the false signal released by player j, I( b /)

(kl,kz,~~ kas j7) ek, kg, ok, JF)
eyt o ’)<>’S

player 7> i is player k;,’s

estimation of player j’s feasible false signal set, s (k1. Ky - Fas ) is player k;,’s

C(kl kp, vy kn, 1)()

T
estimation of player j’s estimation of the strategic combination choices of the core coalitions [including player J’s escape
target core coalition CT(kl fa e ( )] other than player j’s intermediate node core coalition CL(kl ko oo ks J ().
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Therefore, player j’s |j € C;r(k“ ka, = k) (), j¢ C;(k" k2, s k")(-)} estimation of the strategic combination choice

ky, ks ek, ky, ks ek, ky, ky, -y kay JF .
wx(ky, ky, oy kn, ) (ky, ko, -, na])(.) (ki, ko n )releasedbyhlm:

of core coalition CZ is a function of the false signal i

gl gy g
wx(ky, kay s ks ) el Koy s ) (i(klv ko, s K, .fF))
~(ky, kys ) kn, j (ky, ko, o kn, J ]
C;(l 2 n 1)(_> CZ(I 2 n J)(,)
ki, koy - kn, jyd ki, koy - kn, jyd ki, ko, s kn,y g, 0
= argmax Z V(C(lk» 2 - R L k2, - b B0 : § L k2 -, K J. 1)
e S e AN I IS
iGCZ( 12 K2: s Kns /)()
+v("" ka, -k, J5) [ (ks ks s ks ) l.(kl, ky, s kay JF)
C;(Iq. ks -, kn, j)(') CZ(kIA, ky, -, kn, j)(‘)7 j
n y e N N I S I RN I }
C;(Iq, ky, -y kn, k)(> C;(k], ky, =, kn, Js k)<.)7 J

ke C;l"‘(kh ky, -, kn, /)(_

c(ky, ky, e, kn, j
k§éCh(1 2 J)(.)
k#j

where i€ C;(kl’ koo o Ko j)(-), the escape target core coalition C;(kl’]% v s Jy i)(-) of player i is core coalition

C/i(kl’ kas o, kn, J')(_)7 ke C;(kl’ kp,y oo, kn, j)(_), k ¢ C;(kh kpy -y kn, j)(_)’ core CoalitionCZ(kl’ kyy -y knsy J, k)() and core coalition

ki, ko, oy kny J ki, ky, -, kn, j, k
CZ(I 2 j)() C;(l 2 J )()

are the same, the escape target core coalition

(ky, Ky, ks ) . (ks ks e ks G KE
CZ(I 2 n J)(.), lj( n )

k [k etk D)y g celbn ke )y g j} in his virtual game.

of player k£ is not core coalition

is player j’s estimation of the optimal false signal of any extensive member

Player j’s purpose of releasing false signals to his intermediate node core coalition CZ(k" koo ey s J) (+) is to influence
x(ky, ko, -, kn) (ki ks s K, j)(.)

the public choice s (kr. by, b 3) of strategic combination of core coalition CZ , thereby maximize the
Ch s K5 s Knsy

cooperative payoff of his escape target core coalition C;(k“ ko oy s J) ():

i*(kl’ ko, e, ke, jT) _ argmax (ky, ko ooy ey ) wx(ky, ko, oo key ) (i(kl’ ky, s ha, jF))
Jj T (ky. k. o ke F ki ko, o ke jF c(ky, ky, =, ke, j c(ky, ko, =, key j j ’
otz st ) it o ¢ I
s*(kl, ky, -, ke, J) wx(ky, ky, -, ke, )
clky, ky, -, ke, j ’ clky, ky, -, ke, j c(ky, ky, ) ke, J
CT(I 2kt )(,) *Ch(l 2kt )(.)_’ *CT(] 2kt )(.)

wk(ky, ko, s kn)

Obviously, in order to estimate the strategic combination choice s (ky. by, - k)
G )

of any other core coalition

C;(kh ky, -, kn)(.) c(ky, ky, -+, kn)(.)]

, player k, needs to estimate any core member i’s [who belongs to core coalition C,

estimation of the strategic combination choices s**(]j(lk’lkzk‘z“:_j kk'; ',)) Cz(kl‘ ko, s k")(.)
)

7CT

of other core coalitions — , and

ki, ko, s kn) ()]

any extensive member j’s [who nominally belongs to core coalition C;( estimation of the strategic
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#(ky, ko, s ks )

combination s c(kr. s e ks J) that this core coalition “should” adopt, member j’s estimation of the strategic combinations
cp )

**(f(l hkzkzk'; Jj) of the core coalitions other than core coalition CZ(kl k) (+) and his escape target

e ek, Ky, -, kn, J)

), - 0
i . —— . . sk, kay sk, o KE
core coalition, and member j’s estimation of the optimal signal zj( b 3 H)

Thus, the virtual game F,({i" s ) (e,il:”, e e,(!:" k")) enters the second, the third, ... level up to the one in which

the equilibrium solution to game F,Eﬁl’ k”)(e,(!:‘), e e,(;" k"))

of any other extensive member k.

can be achieved.

The model of #-th level of virtual game F,({i" o k) (e,({]:‘), e e,iﬁl’ k”>) is shown as follows.
The #-th level of virtual game F,i’;" k")(e,({]:‘), e e,(é" k”)).
In the #-th level of virtual game F,(CI:" k”)(e,EI:'>, e e,({i" k")), player i;_; needs to estimate the optimal escape

(k1 s k1, o )
It
coalitions other than player i,_’s escape target core coalition.

In coalition situation ¢, in the #-th level of virtual game F,iﬁ“

strategy e of any other player i (i, # i;—1), and the optimal strategic combination choices of the core

k">(e,((’:‘), . e(i" k"))7 assume that the strategic

(ST S FIREIENS ARSI A (/S TRy SRy FIREIEAY AEN'D BN (S TPy A S IR A C(kyy ooy Ky i1, -y i)
e e C,

. . I C
combination of any core coalition C, ; ,e
1—1 li—1
(e(kl’ ceo Ky, s i) e*<kl’ vy Koy A1y ey lﬂl)) 4 CC(kh vy Ky B1, s i) (e(kl" vy Ky iy, s ) e*(kh Y A TN ir—l)):| other

ir—1 > V=i T i1 P =i

— s clkyy ooy ks ity ooy i) (ke Ky ity s ien) ke ki i)y
than player i;_1’s escape target core coalition [CT (e; sl ) s
. s ] : : : (ks ooy Ky s s i) w(kpy ooy Ky i1y 0y i) :
player i;—1’s escape target core coalition in escape situation (e; vl )| is

wor(ky, vy ks i1y 0y i)

N . . . . . .
Cc(kl, ooy ks iy ey 't71> (e(kl. woes ks Ay ey lril) e*(kl, ooy ks dpy s 1[71>

h i1 P Ui

TSP U O TR AN DR ( ST S TSR A R ( RN T TR A
escape target core coahtlonCT(1 I 1)(651 m i 1), etk B i)
t—1 Ir—1

, the strategic combination that player i,_; considers that his

) “should” adopt [that is to say,

the strategic combination which maximizes the expected cooperative payoff of core coalition C;( ek ity i)
(Kt e by i1y irm1) 8k ey Ky 1 o )Y 7 s

(eit,ll : ! ? e—l}l,l : ! ) ] Is:

ok, wes Ky 11y 0y Bp—1)
C;(kl«, B N ST it*l>(e§k1' ki i g) Rk e g s it—l))

i1 U |

= argmax
S(kl. ey ke iy i)
C;(kl. v ke i) (e(kl, o K it i) (K e K i s i,,l)>

i1 C i
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(ks vy Ky iy ooy 1) S(klv coes Ky 15 s )
clkys o ks iy, =5 ipq) clkys v ks iy i) (Ko oo ks i s iiq) w(kp e kg iy i) )
Cr O\ ¢r € iy
**(kh () kns iy it71>
—C;(k]’ o ks A s B ) (ei(’m ek B i) e’:(f‘lv o ks i it—l))
t—1 t—1
= argmax
S(k11 oo K i1 i)
Cc(kh ey ke iy i) e(kl. Y S S AR | e*(kl, woey iy i)
T i1 B
Z ul(kla Ky i1y s i)

o elky sk iy, e i)
C )
€ T e‘t—l
s(kh oy ks 15 i)
c(kys oy ks iy
Cr ;
(ks oy ks A1, 0 i)
kg ek igy i)
r €

1) ek e ks iy it—l))

-1

ipen) ek e ki i)
B |
i) e*("lv s Ky A it—l))

—i—1

Denote player i;_;’s estimation of his escape-payoff deriving from deviation when he escapes from core coalition

SI(STRRAY S SRS DD Y A ( STRNIY Sy SIRETERS P B (S TN
Cr e , e
-1 lr—1
c(kyy v ks iy s ig_y) [ (kps oo ks dgy s i)
Cr € P
i1

et oo kit i”‘))(ku s Ky 00y i)

Ky i1, sy . .
ot e ‘>) deriving from deviation as

, obviously, the goal of player i;_;’s

escape strategic choice is his minimum expected escape-payoff deriving from deviation:

$(Ky ooy Ky D1y ey 0
e'(l, » Kns 11 t l)
Ir—1

o

= argmin
e_(kh o Ky iy i)
-1

The strategic combination that core coalition C;

c(kl,

lr—1

“should” adopt is considered to be:

Volume 6 Issue 4]2025| 5103

L T D I (P 70 U A R/ S S SRS S . .
" ! )(95,71 " ! )7 e—(it71 " ! ) (k1= ) knv Iy oy 1171)
(P S TSI PN I A (ST VA TN D B (TR S R |
eit—l e A

Contemporary Mathematics



K1y s gy i1s oy Bo)
C;(kl, o ks ig, i) (eff(kl, o ks ips i) e*(_kl, Y i,,1)>

i1 HU |

= argmax
S(Iq. I R T A |

Cc(k], O R T A | E»f(k], [ S PR i,_l)A’ e*(!(]. O SR TN A |
T i—1 —ir—]

V(kh ) k,,, i, it—l) S(kh kna i, it—l)

c(kys v ks iy ey i) C(kys wos ks s s gy ) [ x(kyy s ks ip, e i)
C’r () CT n t e[ff] n 1

HRUAS |

R N "1—1)) ’

sor(ky,y s ks 01y s i)

_CCT(kl- oo Ky i1y i) (e;‘(kl‘ o ks i1y '}71)’ otk it—l))
t—1 -1

kn)( (kl) (k1= kn)

In the #-th level of virtual game F,((f” ey, s e, ), player i, must estimate the escape strategic

. s(kyy vy Ky 01y ooyl
ch01cee(1’ s Kpoy U sl 1)

i of any other player —i,_; on the basis of player —i,_;’s own information set and the strategic
*<k17 coy Ky 05 itfl)

(ks v ks iy s ig_q) [ x(kyy s ks iy ey i) (ks kg iy s i)
Cr Cir_1 iy !

i;—1’s escape target core coalition when he decides his optimal escape strategy and the optimal strategic combination choice

combination choices s

of'the core coalitions other than player

of his escape target core coalition. Player i;,_|’s decision-making relies on his estimation of the equilibrium escape strategic
choice of any player —i;; in player —i,’s virtual game. Player i, ’s estimation of any other player —i,_;’s estimation

. . . w(kyy oy kg B15 0y B
of his own escape strategic choice e '~ " 1 T

i depends on player —k;’s choice based on his own information set:

*(kl~ R km i1, it—l) — *(kh ey km TP _it71>

—lr—1 —l—1

**(klv km i, s it*l)

The strategic combination choice s : )
g Cc(kh N T A | e(kl. ey iy i) e*(kh coes ki,
. \

) 1)) of any core coalition
lf*

-1 DT
(PO SRRSO Y A (T PV S TRSO AD BT SR S R A . : .
C;<'  Fao 8 i) (el(tjl w it et), efitil w it i) depends on the public choice game of extensive
PR SOy S NS A0 N0 (T U SO TUO HD T( SHUNY S (O A . :
coalition Ch( e K s i) (egtjl ot 1), efitil ot 1)) among its extensive members:
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**(kh w01,

kY o ks i1y oo ip 1), (kg s Ky ALy ooy g 1) KK oy gy iy s i)
Ch n t (eir71 n t 7671_[71 n t >
s**(k1= coes Ky 015 B ) .
=5 ks e ks i s 1), (KL oo s gy s i g) k(KL s K i s i q))?
Ch (eir—l POi )
ok (K1 ey gy B0y s i)
Yy ooy Ky 15 o ip 1) (ks s Ky ALy ooy g 1) KK oy gy iy s i)
Ch n t (ei,71 n t 7871.[71 n 13 >
_ aremax Z (TR N SR ) (S(kh coes ks 1,
= rgma. c(kp o s i1 s i1 ) c(ky o ks i
(kyyeves s gy s dp ) (TR T T Cr () ¢
s 1 ns 11 1—1
Cc(kp BN N T ’Ech ¢
A 0
**(kl, knv i], it,l, l) )
LRI N PN N P )
*CCT(I ns 1 -1 ’)()
+ Z (T Sy T A jf)(s(kl, o b ity i, )
Cc(kl, B S T )| Cc(kl, B S T N PN
Ral (ST Sy SR A h O G )
JE Ch ()
oy ek, Ky iy s i)
J¢GC, ()
s**(kl, B TN AN ) S*»«(kl, B A A ) ):
AN TR A ./')<_) e(kys oo ks i s iy ) R N S ) B
T 7Ch ’ o ()7 7CT )
(ST 0 T A jF)(s(kl, ok iy, g, JF)
c(kyy v ks iy s i1 J) c(kys o ks iy s de_ys J) )
Ch " ! () Ch 4 ! ()
LT S D I I AL T S )
Cf(kl- cos ks 05 s s j) c(k TR U S S ,') C(klv cos K A i j)
T () ot 1 w = I , .
N (TR I R A /F)( (ST T T AN L)
= C;(kl- Y N A _/)(_) C;<k]’ I TR A j)<_)7
i(kh ceoy Ky By s B jF)) l.(kh s ks iy iy, ) c I(k1~, s ks i1y iy, )
J V0 J >
. ki, ooy ky, 0y, oy 0y "
where i€ Ch( P B B 1)(-), therefore the escape target core coalition Cj

.. clkyy ooy
coalition Ch( !

.. c(kyy ey
core coalition CT( b
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s 1, - iy

ait—l>

o (k1 ooy Ky ity oo iy
and core coalition Ch< b B B l>(~) are the same,

2

Fa- 11, ""i’*l’j)(-) is not core coalition C;(kl’ oo s m’iH)('); and (S(

C(kl7

it*lv i)

St i)(_)’

h
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) km i, oy b, l)() Of

player i is core coalition CZ(kh [ P TR it*l)(_)’ ] c C;:_(kl' N N ST ir—l)(_)) ] ¢ CZ(kls w1, s it71)<.), core
player j,s €scape target

kis ooy ks i1y s s ]F)
Cc(kl, woes ks iy s



LS (ST A PR AT Ll IS (T S TR A U
T e TP A N Ky s ks 1 s g ] (Kps ooy ks iy s b1 J)
Cr () —C;( Lo ki iy .l)(.)" ¢, )
. o P R T . :
the cooperative payoff of core coalition C;( v et )() according to the false signal released by player

(ke K i ) e . (ke
J> i is player i;_;’s estimation of the false signal released by player j, I:

J
oy ) . . iy oo ko, i1y s iy, G
player i;_;’s estimation of player j’s feasible false signal set, s**(‘_(lkl . li'l I.l’ 11 ,é ),
_C s oo Ky 17 s 1> ()

T

) represents player i_;’s estimation of

B N PR AR L
0 : )1S

(ST S TR AN L

Ky voes Ky dqs s i1, J Ky voes Ky iy s i1, J
—C;( 1 no 1 ,l[_l,J)(')’ _CCT< 1 no U i1 J)

is player i;_;’s estimation of player j’s estimation of the strategic

o . . . . . . (ks ooy Koy 01y o g gy
combination choices of the core coalitions [including player j’s escape target core coalition CCT( : et d )(-)]

other than player j’s intermediate node core coalition C;(k" ek it ) ().
Therefore, in the #-th level of virtual ik k) gtk) i kn)y s [ e ot ka it i)
: - game T} (e, e, ), player;’s |j € C, (),

wx(ky, oy ks 015 0y By )
[ ST T T A
Cc(l ns -1 /)()

h
(ST 0 TR A

jé CZ(k]’ o b s l”l)(~)} estimation of the strategic combination choice s of core coalition

Cc(kh N TR /A /)(_)

1 is a function of the false signal

released by him:

J
S**(kla [ PR SR )
ks b e g1 )
Ch ()
S (S TR S SRR AT ) -(klv o Ky B s jF)
=S e om b i i) (g )
G )
Kiy ooy by iy, ooy i,y Jy Kiy ooy by dpy oy By Jy 0 sk (K y ooy Ky 1y oy iy Jy
—argmax Z V(\l w1 lxlljl)((} Ky 0 s byt 0 ) ’ (vl w1 ltl{l)>
Cz,(kl, B N TR R P A t) Cz,(kl, B N TR SR P A t) Cc(kl, B N FIRTI / P A 1)
(KL s Ky s s i1 j)() T Qe O ¢ )

.
i€C,

+V(k" Y A TN AR S B (N (TP S TR AR L) B (TR S TR AN )

l:
(K oo ks s iy (K o Ky iy s s J) 0
C;( 1 oo K 10 i ./>(.) CZ( 1 oo K 10 s iy ./)(.) J

n Z V(kl, Y S VRTINS AECS A 0 I (N (TR S JRE ARUIR A 1 RE (ST S SO AT A o
(k k . . ) Cc(kl’ k”' il' " itfl' Js k) () SC‘7<klv knv 1'1-, "t71> Js k)(_)’ J ’
H(k1y ooy ks 01y oy By h h
k c Ch 1, s Kpy 11 t—15J ()

k ¢ C;(klv ceos K i1y s s ])()
k#j

: Kty ooy Ky i1y s i1, » (ST TR A .
where zECZ( b et l’])(-), the escape target core coalition C;( b Bt et ) l)(-) of player i is

iy (K, oo ey i1y e iy ALy o Ky 01y s iy (K1 ooy Ky i1, s i1y .
core coalition Ch<l m i j>(~), keCh(‘ m i /)(~), kgéCh(l i e j)(-), core coalition

Kty oo Ky i1y s 1 o K . Kty oo Ky i1, 0 1 .
CZ( R )() and core coalition CZ( B B et )() are the same, the escape target core coalition

Kps o by, igy s o yy o K . . clkyy o ks iy ey iy, J EI(TI SR TR A A i
C;( B Bt et )() of player k isnot core coalition CT(l ot b j>(-); 1/.( et )1s

player j’s estimation of the optimal false signal of any extensive member k [kGC;(k" AR

C;(k" e B s j)(-), k # j} in his virtual game.

s it717 ])()7 k ¢
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(kla coey Ky 015 s i ])() iS to

(ST S SR A j)(.)

Player j’s purpose of releasing false signal to his intermediate node core coalition CZ

) . . ki, ok iy, e
influence the public choice s*iEkl’ i1 i)

h

>

. . . .. C
N of strategic combination of core coalition C;,
oo Ko 1 o I ()

thereby maximize the cooperative payoff of his escape target core coalition C;(k" e b i J) ():

R (ST Y TR R L
Lj

_ (ks oes ks i1y s b1y )
= argmax Ky v ks i s ip 1 )
. X F . . P C 1 1 t—1 ()
'(kl, R N TR /I | ) (kl~ R N TR /I | ) T
i €l;
J J
S**(kh Y R RN )| i(klv coey Ky 01y s /F)
c(kys ooy ks iy s ipy, J) J ’
Ch ()
s*<kl~, ek ity gy, ) ke e kg dr s B )
PP T TR A ) B PP O TR (ks oo Ky gy s g :
CT( n T () _Ch( n T )() _CT( n 4 )()

Obviously, in order to estimate the strategic combination choice s**’< e b B i) o any other core

c(kys v ks iy, s i)

(Kt e Ky ity ) (1), player i;—; needs to estimate any core member i’s [who belongs to core coalition

. . . . . . ST N FTARTII AR |
] estimation of the strategic combination choices S**<c(lk1 Y l;l’ ;’ 11 il))
C el b i )

coalition CZ
K1y o ey 1, s i) .
CZ( e i) of other core coalitions

—C;( b et l”l)(-), any extensive member j’s [who nominally belongs to core coalition CZ

. . . . . kiy ooy ks 0y, o b, J
estimation of the strategic combination s*(c(}( o ;l' 'l.l’ ! )J )
CT Is oo Ko 115 s 15 ()

(kl~, ey km ils R} i,,])(_)]
which this core coalition “should” adopt, member ;s

(ST A SRR T )

estimation of the strategic combinations s" of the core coalitions other

7C;(k1. I N _/)<_)7 7C;(k1, I P A _/)(.)
than core coalition C;Uq’ o s B i) (+) and his escape target core coalition, and member ;’s estimation of the optimal
signal i;(kl’ o iy oK) of any other extensive member £.
Thus, the virtual game ofF]({i" k”(e,i’fl), e e,(j;" k”>) enters the (¢+1)-th level.
Solution to virtual game F,(Ci" k")(e,(j]q), e e,(cil’ k")).
If for the p-th level of virtual game 1",((1;1‘ s ) (e/(cll‘l)7 o e,ii" k">), conditions

Si(kl. kn’ i, s ipfl) —_ Si(kl: R knv i, s ip)7 ui(kh kn« i, oy ip—l): ui(kla knv i, s ip)

always hold (that is to say, in the p-th level of virtual game F,E’;" ) (e,(!; ! ), e e]((':" k”)), any player i,_|’s estimation

of the virtual game of any other player is the same as the one of player i, |, in which the strategy sets and the payoff

functions of all the players are the same), virtual game Flgi" k”)(el({/:l)7 . e,({/;“ k"))

this time, the equilibrium solution e;i(ill wit s ip) to the p-level of virtual game I'; ]
is the Nash equilibrium of the coalition-choosing game under the criterion of minimum escape-payoff deriving from

deviation under information symmetry, that is, the coalition equilibrium of information symmetric cooperative game

is called a p-order game. At

(klx Tty kﬂ)(e(kl) e](cklv ] kﬂ))

y Ty
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F(k" ok it i) (N, {S»(kl’ o s s i) }, {u»(k]’ ok i i) }) with agreements self-implemented. By

kn 1 1
backward induction, from the p-th level of virtual game F(kl' v k) (e,(cll{‘ ). e,(fl’ o k”)) to the first level of virtual game
F,i’;“ k">(e,((k‘>, e e,E];I’ k”)), we can finally get the equilibrium solution to game l"(kl’ o k”)(e,(!fl), e e,(!;“ k”)).

2.5 Solution to the virtual game of player k,

According to the analysis above, under the criterion of maximum expected cooperative payoff distribution, player
ki can get the expected cooperative payoff distribution of all the players, Fczl(kl)(c), Ec}ik" kZ)(c), X ’Ekl’ m(c),
coalition situation c in his virtual game, that is to say, when the coalition-choosing strategy vector of all the players is

c¢=(cy, -+, cn), the cooperative payoff distribution vector of all the players is

in

)

F= [0, 7B, - 5]

At this point, we get coalition-choosing game F (N {Ci}, {A*(k" 9 (¢) }) of playerk;’s virtual game, the
equilibrium of this non cooperative game is the solution to player k;’s virtual game. The equilibrium of the coalition-
choosing game F( (N, {Ci}, { Gk, i -)( )}) of player k;’s virtual game is the coalition equilibrium of player k;’s virtual
game under the criterion of maximum expected cooperative payoff distribution (when the members of each coalition trust
each other).

Under the criterion of minimum expected escape-payoft deriving from deviation (when the members of each coalition
trust each other), with the expected escape-payoffs deriving from deviation of the players when they escape from the

_ k) w_ccthrs k2) b n)
Cr (kl)(c), sz Cr <k1’k2)(c)7 SR A Cr (kl’k")(c), in

coalition situation ¢ in the virtual game of player k|, we can get the coalition-choosing game F(Fk 1)(N, {Ci},

core coalitions they belong to through deviation, Wk*,

n

P CT
{—Wi k) (¢) under the criterion of minimum expected escape-payoff deriving from deviation (when the

members of each coalition trust each other) in which the estimation vector of the payoff functions of all the players is

Since the minimization of the expected escape-payoff deriving from deviation (when the members of each coalition
trust each other) of any player and the maximization of his expected cooperative payoff distribution (when the
members of each coalition trust each other) are mutually necessary and sufficient conditions, the coalition-choosing
game F (N {Ci}, { (k1. 9 (¢) }) under the criterion of maximum expected cooperative payoff distribution (when the

members of each coalition trust each other) in player k;’s virtual game and the coalition-choosing game F (N {Gi},
ol i)
{—Wi i) (¢) under the criterion of minimum expected escape-payoff deriving from deviation (when the
members of each coalition trust each other) have the same Nash equilibrium.

( )
Of course, the Nash equilibrium ¢**1) of coalition-choosing game Fg-k 1)(N , {Ci}, W k1, 1) (¢) p) under

the criterion of maximum expected cooperative payoff distribution (when the members of each coalition trust each other)
in player k;’s virtual game is not the actual Nash equilibrium of the coalition-choosing game of the information asymmetric
cooperative game with agreements self-implemented, because the players have different information sets. When all the
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players form their virtual games according to their own information sets, they often get different coalition equilibria, that
is, usually,

k) o=k,

If the coalition equilibrium in any player k1 ’s virtual game is different from the actual possible coalition equilibrium,
player k; has the incentive to continue collecting information in order to understand the possible coalition equilibrium,
because the misjudgment of other players’ information sets will cause him to suffer loss. Therefore, before the coalition
equilibrium of information asymmetric cooperative game is formed, player k; should release and transmit information
through communication and negotiation and receive information released by other players. The changes in the players’
information sets will ultimately make:

k 1x(—ky)
k) — ¢ A

At this point, the information asymmetric cooperative game with agreements self-implemented finally reaches its
coalition equilibrium. Obviously, if the information set of some player we refer to in the above analysis is the final
information set before the coalition equilibrium of the information asymmetric cooperative game with agreements self-
implemented is reached, then:

k) — (k) — ox

Before the formation of the coalition equilibrium, the players need to release and receive information, and finally
form a consistent judgment of the coalition equilibrium. Therefore, the information set on the basis of which player k;
forms his virtual game we mentioned above refers to the final information set of player k| before the coalition equilibrium
is reached.

Secondly, what needs to be mentioned here is that even if we have mentioned in the above model, only the escape
strategy that is considered feasible will be discussed, however, before the end of the backstepping process, it is actually
impossible to accurately determine which escape strategies of the players are considered feasible. Therefore, an alternative
approach is to discuss the virtual game model in which all the escape strategies of the players are considered at first, then
the escape strategies which are considered infeasible are gradually eliminated from the players’ escape strategy sets.

In the above discussion about the coalition equilibrium of player k;’s virtual game, we still miss two important issues
that have not been solved. One is the measurement of the expected cooperative payoff distribution that a player gets from
the core coalition he belongs to, and the other is the measurement of the expected escape-payoff deriving from deviation
of a player when he escapes from the coalition he belongs to through deviation, although we have shown that the goal
of the maximum expected cooperative payoff of a core coalition is consistent with the goal of the maximum expected
cooperative payoff distribution of some core member of this core coalition.

3. Coalition equilibrium of the game and the distribution of the cooperative payoff:
ignoring the opportunistic behaviors in the distribution process

In this section, we will examine the coalition equilibrium of the game and the distribution process of the actual
cooperative payoff of a core coalition when members are unallied in the bargaining game, ignoring the opportunistic
behaviors in the distribution process.
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The basic methodology proposed by Chen [27] can be well applied to the analysis of an information asymmetric
cooperative game with agreements self-implemented: the formation of the coalition equilibrium is the result of the choices
of players who pursue the maximization of their expected cooperative payoff distributions, and the equilibrium of the
bargaining game of a coalition on the cooperative payoff distribution can be obtained by applying the distribution rule of
common payoff. In this section, we’ll examine the condition for the existence of the coalition equilibrium of the game and
define the coalition equilibrium when it does exist. Meanwhile, we’ll divide the actual cooperative payoff of a coalition
into two parts: the cooperative payoff of the coalition when all core members’ judgments of the strategic combination of
their coalition are all correct, and the cooperative payoff of the coalition caused by the misjudgment “cooperation” between
the coalition members. When members are unallied in the bargaining game, the actual cooperative payoff distribution
obtained by a coalition member is the sum of the distributions he obtains in the distribution process of these two cooperative
payoffs mentioned above. In Section 4, we will discuss the situation when coalition members are allied in the bargaining
games.

3.1 Unallied bargaining game and the distribution of the cooperative payoff

If information is still asymmetric after the cooperative game with agreements self-implemented is completed, the
Nash equilibrium of the unallied bargaining game of a coalition does not exist, thus the coalition equilibrium of the
information asymmetric cooperative game with agreements self-implemented does not exist. Therefore, in this section we
only discuss the distribution of the cooperative payoff of a coalition when information is symmetric after the cooperative
game with agreements self-implemented is completed. Here, we assume that members of each coalition are unallied in
the bargaining game of the coalition.

Assume that in the coalition equilibrium of player k;’s virtual game, the equilibrium strategic combination that his

escape target core coalition “should” adopt is s*(j,‘q)) Of course, this is not to say that core coalition C;(k‘) will take this
c

strategic combination as its choice. In fact, because the extensive members of the coalition have different estimations of
the “correct” or “should be adopted” equilibrium strategic combination of the core coalition, the extensive members
will decide the strategic combination of the coalition through a public choice game. The public choice of strategic
combination of the extensive coalition is the result of the compromise of the extensive members of the coalition. In
fact, in coalition equilibrium ¢**1) of the virtual game of player k|, according to his information set, the public choice of
strategic combination of core coalition C;<k‘) should be:
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s ey = argmax i
1 ,'gc”T'“‘l) a etk i) CT(kl i)
(kl Jj ) (kl, jF) **(kl /F) **(kl, jF)
+ ) (s : L)
L‘(k ) c(k R ) z‘(k ) ¢ . L‘(k s )
jecrth) G P gt g Gt e et
/¢C;(kl

_ (k1 7) (ki 1) *(ky, 1)
= argmax Z VC;(A'“ p (SC;("I‘ i) S,CCT("L l.)>

ieCy

(b, 7Y (ki dT)y (R i)Y (ks 0T (ks )
+ ) Vc(khj).(s ey ) b Lj €l
. A(ky) Gy () G )

JE€Cr

j¢C;(kl )

where Cc(k1 J) #C clhi, J

According to player k1’s information set, core coalition C- ki) «

should” adopt strategic combination s ( ) . Under this
sl

T
strategic combination, the expected cooperative payoff that core coalition C;(k‘) “should” obtain is V*f(kk?) (s*(clz;q)) , s**(f(l k) ) ).
CT CT _CT

According to player k;’s information set, how should this expected cooperative payoff be distributed?
Assume that all the members of each coalition are responsible for their own misjudgments, and that the above
assumption is common knowledge of all the players, according to player k;’s information set, the cooperative payoff

V*6<<k kll)) ( *(clzzif) , s**<f(lk>l ) ) of the core coalition “should” be distributed in accordance with the distribution rule of cooperative
Cy —C

payoff of the coalition when its members are unallied in the bargaining game (Chen [25]).

Assume that there are m members in the member set of core coalition C;(kl), member set My, 4, ..., 4, composed
of members q1, g2, -+, gi is a subset of the coalition member set M of core coalition C;(kl), My, ¢, g0 SM(k <
m), 0K (M, 4, .. 4) is called the common payoff of member set My, 4,. ... 4, in the virtual game of player ;:

k *C (ky)
0% (My,, g, "‘a‘{k)i Mq1 . Z 2 29(2)1 Mgy, g5, . q) = 29 My, 0, -, i)
where VI&];II? R isplayer k1 ’s estimation of the cooperative payoff of coalition C;(kl) when all the members except those

in member set My, ,. ..., 4, €scape from the coalition and join the same coalition as a whole to maximize their escape-

payoff, while members of other coalitions keep their coalition-choosing strategies unchanged, )" G(kl)(M% @, q) 18

( Dky)

the sum of the common payoffs of all the j-member subsets of member set My, 4,. .., ¢» Lie 1qu is the sum of

the escape-payoffs deriving from deviation of all the members in member set My, 4, -, ¢,-
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In the virtual game of player k;, in coalition equilibrium C*(1), if the strategic combination that core coalition

C;Uq) “should” adopt is s*(lel(l)> and the strategic combination choices of other core coalitions are s**(f(lk)l), the expected
Cr —Cr
c (ki)

cooperative payoff distribution of any member g; of core coalition C;""" is:

k) k() wx(kp) oy —Cr (k)
Xg;' (SCC'(Iilw S Cc(lkl)) =Wy, '
T T

1 A T 1

ty X 0y )3 Y Y 0N My, gy )+t 0 (M ).
gj=1 gj=1 @=1
a4 g a G

According to the virtual game of player ki, in coalition equilibrium C*(1), when the cooperative payoff V*f(]jcll))

CT
(S*Yaf)’ s**(f(lk)l>) of core coalition C;Uq) is distributed according to the rule mentioned above, the expected cooperative
C -}

T
payoff distribution that player k| gets is:

Aky) o wky) o wn(kn) oy —Crlkn)
T (8 etws S ceti) =Way
T T

1 ' 1 q;—1 " 1 "
t5 X 0y )3 XY 6N My gy )+ 000 o ),
qi= gi=1 q=1
qj-;ékl q;;ﬁkl ’1:7&/(1

Next, we will examine the distribution of the actual cooperative payoff of core coalition C;.. Assume that the strategic
combination adopted by core coalition Cf. is sz’; (sé’; C séﬁ) is determined by the public choice game among the extensive
T

members of the coalition, and that the actual strategic combination choices of other core coalitions are s’i*CCT, the actual
cooperative payoff that core coalition Cf. gets is:

m*
KK kk Kk ok
VC% (SC%7 Sic%) = gul‘ (SC%’ SiccT) y
=

where m* is the actual number of the members of core coalition C.. Cooperative payoff V. (SE’E y S ) =YY" u (sz’i» ;
T T T T

Si*c; ) is core coalition C5.’s actual cooperative payoff that can ultimately be distributed. It does not necessarily equal the
sum of the cooperative payoff distribution expected by the members of the core coalition. Obviously, due to information
asymmetry, the public choice of strategic combination of core coalition C7 is not the optimal response to the strategic
combination choices sj*CCT of other core coalitions.

If the estimations of all the core members of core coalition Cf. of the optimal strategic combination choice of their
core coalition are correct, the maximum cooperative payoff that this core coalition can obtain is:
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m*

*k _ . wK
maxVC% (sc%, S_C%) = maxZu, (sc;, s_CcT>,
i=1

m

* __argmax *x __argmax . *ox

Spe =g SV (Scc, S_Cc> =5 Zu, Sce s s_cc>.
T s cs T T s = T T

The cooperative payoff surplus,

_ Kk sk * Kk
Gapc§ = VC% (SC?V Sicrcr) — ch‘ (SC%, 57C%> S O,

is caused by the inappropriate public choice of strategic combination of the core coalition. And the inappropriate public

choice of strategic combination of the core coalition is caused by the coalition members’ inappropriate public choice of
the strategic combination of the core coalition.

If the estimations of all the core members of core coalition Cf. of the optimal strategic combination choice of their

core coalition are correct, in coalition equilibrium ¢*, when the public choice of strategic combination of core coalition

% is actually optimal response to the actual strategic combination choices of other core coalitions, that is, sth»: sz%, the

cooperative payoff of core coalition C§ satisfies

Kk sk _ * sk
VC% (SC;;, S_C(7'_) = VC% (SC%7 S—C%) .

Assume that after the game is completed, there is no longer information asymmetry among the players, and that the
above assumption is common knowledge of all the players, if the estimations of all the core members of core coalition C}-
of the optimal strategic combination choice of their core coalition are correct, the distribution of the cooperative payoff of
core coalition C; will be carried out according to the distribution rule in the unallied bargaining game of this core coalition
(Chen [26]):

* * .,1
_ce 1 m 1 m qj 1
ﬁf(Sé;,S’i*C;):W;:I* T+§ Z 6**(M’<1a41)+§ Z Z 6**(Mk1,q_/,qk)‘k"""%e**(Ml,2,-~-.,m*)~
gj=1 9j=1 @=1
‘];’?ékl ‘I_;?ékl G 7k

Core coalition C7’s cooperative payoff V, < (s*c’é, s*j‘CCT ) can be regarded as the “cooperation” outcome starting from
strategic combination sz% and through the misjudgments of the public choices of strategic combination of other coalitions.

The distribution of the cooperative payoff'V, ¢ (sé’fT,, s*_*CLT» ) should be based on the distribution of the cooperative payoff
Vc; (sz%, si*C(T- ), with an additional distribution of the “cooperative” payoff,

_ sk Kk * *x
Gapc§ = VC;- (SC;‘J S*C%) — VC’(I‘" (SC?V Sicrcr) 5

which is caused by the misjudgment cooperation among the core members of core coalition C5.

Volume 6 Issue 4]2025| 5113 Contemporary Mathematics



For any member k; of core coalition C7., when he escapes from “cooperation” state s¢y to state s¢. , that is, if member
k1 misjudges but the other members still keep their judgments correct, the loss of the cooperative payoff of core coalition
C% shall obviously be the responsibility of member k;, which is member k{’s escape-payoff. When member k; escapes,
core coalition C§’s strategic combination choice is:

m*
* _ *ok w(ky)
Scs (EMy,) = argmax Z Ves (SCfr’ S*CCT) + Ve, (SC;’ S_cs
q1=1
Q1 7k

. o sk (k
— argmax{(m — I)VC‘T (SC%7 siCCT) +VC‘T (Sc%a Sié‘%m) } 5

where sz% (EM Ky ) stands for core coalition C5.’s strategic combination choice after member k; escapes. The escape-payoff
of member k; is:

* * sk * swok(kp )
Wk] = VC;, |:SC§- (EMkl) s Sic%:| — VC% (SC;'w7 S_C% .
If members k; and k, escape at the same time, core coalition C%’s strategic combination choice is:

*

m
* . sk (k) sk (k)
e (EMkh kz) = argmax Z Ve (sc%, S,C%> + Ve, (sc%, S ¢ + Ve, Scgr S_cy
q1=1
qQ17k1, ky

* Kok sk (k s (k
= argmax{(m —2)Vee (sc%, s_c%) +Vee (sc%, S—C<‘T'I>) +Vee (SC%, S—C(“;)) } .
The common payoff of members k; and k; is:
5* (Mk17 kZ) :VC% |:Sz~? (EMkl, kz) y Si*c%:| —VC% (Sz;, Si*cgw> _Wk*l _Wk*z

When all the members in member set My, ,, ..., k; €scape, core coalition C7’s strategic combination choice is:

m* k,’
* _ ok (1)
Scs (EMy, t,. .. r) = argmax Z Vee (sc%, s_sz) + Ves, (sc;, S_ce )
qi1=1 ri7k
qi7#k, ko, s ki

k

CACEY }

= argmax { (m" —i)Vee <sc%, sCee ) +
r#k
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The common payoff of member set My, 4, ...y is:

6" (Mkn, ky, -, k,-) =Veg [sé; (EMkl, ky, o, k,-)v S*—*c;] — Ve (Ségv Si*c;)

- Z Wk*j _26(2)(Mk1-, ky, wes ki) - _Z(S(k—l)(l‘/[lq7 ky, -, k,‘)7
=1

where ):;:1 Wk*i is the sum of the escape-payoffs of all the members in member set My, i, ... x> L 5(j) (My,, iy, e, k) 18
the sum of the common payoffs of all the j-member subsets of member set My, iy, o ke
The cooperative payoff distribution that member k| gets from the misjudgment “cooperation” is:

R B [ .

xkl :Wkl—,_i Z 6 (Mkl’qj)"'g Z Z 6 (Mkhq_/,qk)"_"""%a (MI,Z, ‘m*)
q;=1 qj=1 @=1
‘I;?ékl ‘I_;'?ékl ki

Herein, in the misjudgment “cooperation”, the members of core coalition C; cannot escape through deviation.
Therefore, in the above-mentioned distribution process, player k;’s reservation distribution is his escape payoff Wk’; in
the misjudgment “cooperation”.

And the actual total cooperative payoff distribution that member k; gets is:

~% ~%k
Xy = Xp, T X, -

Ifin the bargaining game on the distribution of the cooperative payoff Vi (sé’g , st*C% ), information is still asymmetric
among the coalition members, the Nash equilibrium of the bargaining game on the distribution of the cooperative payoff
does not exist, because the Nash equilibria of the virtual bargaining games of the members are different.

Similarly, in the bargaining game on the distribution of the “cooperative” payoff,

sk Kk * Kk
Gapeg = Ve, (Sc;, Sfch) =V (5css sZcg);
T

caused by the coalition members’ misjudgment “cooperation”, if information is still asymmetric after the game is
completed, the core members of core coalition C§. cannot reach the Nash equilibrium of the bargaining game on the
distribution of the “cooperative” payoff

_ k% kk * kK
Gapc; = VC% (SC%, S*CLZ‘-) — VC% (SC%, S*C?)'
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3.2 Unallied bargaining game and the coalition equilibrium of the information asymmetric
cooperative game with agreements self-implemented

After investigating the virtual games of the players, now we can define and give the existence proof of the coalition
equilibrium of an information asymmetric cooperative game with agreements self-implemented, when information is
symmetric after the game is completed. It is easy to reach the conclusions in Theorems 3 and 4.

Theorem 3 Ignoring the opportunistic behaviors of coalition members in the distribution process of cooperative
payoff, in information asymmetric cooperative game I'(N,{S;},{u;}) with agreements self-implemented, assume that
information is still asymmetric after the game is completed, and that the above assumption is common knowledge of all the
players, there exists no Nash equilibrium in the unallied bargaining game of any coalition C. At the same time, there exists
no coalition equilibrium in information asymmetric cooperative game I'(NV, {S;}, {u; }) with agreements self-implemented
under the criterion of maximum expected cooperative payoft distribution (when the members of each coalition trust each
other).

Proof. The equilibrium of information asymmetric cooperative game I'(N,{S;},{u;}) with agreements self-
implemented includes two interrelated aspects: the coalition equilibrium of the game and the distribution equilibrium
of the cooperative payoff of each coalition.

If information is still asymmetric after the game is completed, in the bargaining game on the distribution of the
cooperative payoff of a coalition, members will present their requirements for cooperative payoff distribution on the basis
of their virtual games, and the sum of their requirements for cooperative payoff distribution do not necessarily equal the
actual cooperative payoff received by the coalition. That is to say, the distribution equilibrium of the cooperative payoff
of the coalition cannot be achieved; on the other hand, if the distribution equilibrium of cooperative payoff between the
coalition members cannot be achieved, the coalition equilibrium of the game cannot be reached either. O

Herein, there exists no coalition equilibrium under the criterion of maximum expected cooperative payoff distribution
(when the members of each coalition trust each other) in information asymmetric cooperative game I'(N, {S;}, {%;}) with
agreements self-implemented, or, there exists no coalition equilibrium under the criterion of minimum expected escape-
payoff deriving from deviation (when the members of each coalition trust each other) in the information asymmetric
cooperative game with agreements self-implemented does not mean that there is no cooperative coalition in the game.
Some players with a high degree of information symmetry (after the completion of the cooperative game) may still
establish cooperative coalitions which aim at exploiting the synergies among them, and reach cooperative payoff
distribution agreements with some kinds of compensation mechanisms. In addition, even if the degree of information
asymmetry among the players is still high after the completion of the cooperative game, those who agree with each other
on the synergy expectations and do not need distribution compensations (perhaps they can set up some compensation
mechanism to benefit from their cooperation) may also reach some forms of distribution agreements and establish
cooperative coalitions designed to take advantage of the synergy expectations among them.

When information among the players is still asymmetric after the completion of the cooperative game, in information
asymmetric cooperative game ['(N, {S;}, {u;}) with agreements self-implemented, there is at least a coalition situation
shown as follows which is feasible.

Theorem 4 Ignoring the opportunistic behaviors of coalition members in the distribution process of cooperative
payoff, in information asymmetric cooperative game I'(N, {S;}, {u;}) with agreements self-implemented, assume that
information is still asymmetric after the game is completed, and that the above assumption is common knowledge of all
the players, if in the cooperative game there exists no compensation mechanism (or, the distribution of any member of
a coalition is just the payoff that he gets in the game), the following coalition situation under the criterion of maximum
expected payoff (when the members of each coalition trust each other) is feasible:
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i, if for any ¢; # i, ul@(i, ) > ul(i) Gl o 0,

(ci, ), or, uf (e, )~ W,

[ * _Cc,-(.) . ; ;
or, u§l>(c,', C,i) S Wj ' (] S Cciv J 7& l);

argmgxufi)(c,-, c;), ifatleast for a certain ¢; # i, ul@(i, cr)< ul(i) (ciy %)), ulm(ci, ) —VVi_C”(j) >0,

and u(c;, &) > W, SV (jec,, j#i).

The proof of Theorem 4 is omitted.

Assume that information is symmetric after the game is completed, in information asymmetric cooperative game
(N, {S;}, {u;}) with agreements self-implemented, there exists the mixed strategic coalition equilibrium under the
criterion of maximum expected cooperative payoff distribution.

Theorem 5 Ignoring the opportunistic behaviors of coalition members in the distribution process of cooperative
payoff, in information asymmetric cooperative game I'(N, {S;}, {u;}) with agreements self-implemented, assume that
information is symmetric after the game is completed, and that the above assumption is common knowledge of all the
players, there exists the mixed strategic coalition equilibrium under the criterion of maximum expected cooperative payoff
distribution (when the members of each coalition trust each other):

i, ifforany ¢ 21, 51, ¢ ) 27 (e, 7)), or, ¥ [ (€)= Y] <o,
Jj€Cy;
J#i

or, Y [MV%) C)- ¥ Wk‘c‘i(’)] <0(ieT,CC,);
jECL"- kGTh
. j#i

argmax?cg')(ci, c*;), ifatleast for a certain ¢; # i, ?cfl)(i, )< ?cf')(ci, ),
¢

- ¢ i) ~ 0| o
Y [l -w ] >0, and Y [Mv(Tf(cci) -y w, >0(i €T CCpy).
JjeCe; J€Ce; KeT,

#i #i

Proof. If in coalition situation ¢, any player i has synergy with the coalition he belongs to, player i and each member
set he belongs to are trusted by his coalition, then coalition situation c is feasible; if in coalition situation ¢, some player
i has no synergy with the coalition he belongs to, or, he or some member set he belongs to is not trusted by his coalition,
coalition situation c is infeasible.

Assume that C is the feasible situation set. First and foremost, C must not be an empty set because at least the coalition
situation in which each player chooses to create a 1-person coalition and solely participates in the game is feasible.

In information asymmetric cooperative game I'(N,{S;},{u;}) with agreements self-implemented, when the
opportunistic behaviors in the distribution process are ignored, all the players must make consistent decisions by
negotiations on choosing coalition situations. Therefore, in the virtual game of any player i, the probability with which
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each player chooses some coalition situation in the mixed-strategic coalition equilibrium must be the same. Assume that
all the players select coalition situations in vector (Cy, Ca, --- ,Cyr) (Where M is the number of feasible coalition situations)
with the same probability vector p = (p1, p2, --+, pu), the decision-making problem of player i is ¥(N, p):

)Acp(p*) = max?c?”(p)7 VieN.

pEP
It can be further expressed as

. M .

maxz (p) =max ) piE (cr).
p Poi=1
. M .

s.t. max?c(:i')(p) :maxz pﬁcfil)(c[);

P L =
p=(p1; p2, =+, pm) €P. (p1s p2, -+, pm)lpi(cr) 20, 1=1,2, -+, M;

g
=
I

~
Il
-

If the decision-making problem above of any player i has an optimal solution p*, p* is the mixed-strategic coalition
situation in information asymmetric cooperative game I'(N,{S;},{u;}) with agreements self-implemented when the
opportunistic behaviors in the distribution process are ignored.

According to Kakutani Fixed Point Theorem, it’s easy to prove that the decision-making problem above has an
optimal solution, but p* may not be one and only. O

We can also draw the conclusion in Theorem 6.

Theorem 6 Ignoring the opportunistic behaviors of coalition members in the distribution process of cooperative
payoff, in information asymmetric cooperative game I'(N,{S;}, {u;}) with agreements self-implemented, assume that
information is symmetric after the game is completed, and that the above assumption is common knowledge of all the
players, there exists the mixed strategic coalition equilibrium under the criterion of minimum expected escape-payoff
deriving from deviation (when the members of each coalition trust each other):
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i, if forany c; #1, VI/i_C’<i)(i, )< Vi/i_cci(i)(c,-, c*,), or, Z [Mvgj)(Ccl.) -W, ‘ <0,
JeC,
J#

or, Z [MV%,) (CCi) - Z Wkicq U>‘| < O(i €T, C Cci);
jECci keTy
JF

. —Ce; (i . . . —Gi(i) /» —Ce; (i
argmin W, ’(l>(ci, c;), if at least for a certain c; #i, W, C‘(’)(l, ) >wW i (ciy ¢*)),
Ci

Z |:le(l) (Cci) _ W;C‘:"m] > 0’ and Z [MV%) (Cc,-) o Z W];Cc,‘(f) > 0(1 c Th g Cc,-)~
J€Ce; JjeC; kET)
J#i J#i

If the distribution scheme of each coalition meets the competitive distribution condition, that is, the distribution of
any member is no less than his escape payoff deriving from deviation and no more than his contribution to the coalition, the
coalition equilibrium under the criterion of minimum expected escape-payoff deriving from deviation (when the members
of each coalition trust each other) is equivalent to the one under the criterion of maximum expected cooperative payoff
distribution (when the members of each coalition trust each other).

Proof. According to an analysis similar to the proof of Theorem 5, it is easy to prove that ignoring the opportunistic
behaviors of coalition members in the distribution process of cooperative payoff, in information asymmetric cooperative
game I'(N,{S;},{u;}) with agreements self-implemented, assume that information is symmetric after the game is
completed, and that the above assumption is common knowledge of all the players, there exists the mixed strategic coalition
equilibrium under the criterion of minimum expected escape-payoff deriving from deviation (when the members of each
coalition trust each other). Next, we will prove that the above coalition equilibrium is equivalent to the one under the
criterion of minimum expected escape-payoff deriving from deviation (when the members of each coalition trust each
other).

Ignoring the opportunistic behaviors of coalition members in the distribution process of cooperative payoff, when
competitive distribution condition is satisfied, obviously,
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c; =i, if for any ¢; #1, %fw(i, c*y) chfi)(ci, c*)), or,

—i

1

Z {Mvz(j) (CCi) o W'icq(j)} <0, or, Z leg) (CCi) - Z WkCCi(j)‘| < O(i €T, C CCi)'

J€Cq; J€Cq; kET)
J#i J#
&cf =i, if for any ¢; # i, Vl/i_c’<i)(i, ;) < Wi_cc"(i)(c,-, ) or, Y le(j)(Cc,.) —Wi_CC"(j) <0, or,
jeCe
J#

Z MV(T/]I)(CQ) - Z WkCCi<j)‘| < 0(l €T < Cci)'
jECci keTy,
J#i

To prove Theorem 6, what we need to do is to prove that when the agreements are self-implemented,
. —Ce, (i i
¢; =argminW, i (ciy ))& ¢ = argmax?cf')(c,-, ).

That is, when some player i minimizes his escape-payoff deriving from deviation in the coalition equilibrium under
the principle of minimum expected escape-payoff deriving from deviation, he can get the highest expected cooperative
payoff distribution. Meanwhile, when some player i maximizes his expected cooperative payoff distribution in the
coalition equilibrium under the principle of expected maximum distribution (when the members of each coalition trust
each other), he can get the lowest expected escape-payoff deriving from deviation.

(1) If ¢} = argmax Fcfi) (ci, ¢*;), coalition situation (¢}, ¢
maximum expected distribution (when the members of each coalition trust each other). In this coalition equilibrium of

the virtual game of player i, the distribution )?l(-i) (ci*,

*
—i

*

* ;) is the coalition equilibrium under the principle of

C*,,-) satisfies the competitive distribution condition:

Mv?”(Cg)(c?, ) > )“c{»i)(c’-k c)>W (e ).

1
i

Assume that the coalition-choosing strategy of player i is c¢;7c}, according to the definition of coalition equilibrium
) <

under the principle of maximum expected distribution (when the members of each coalition trust each other), %fi) (ci, c¥;

% (e

i c’ii). Therefore, player i has the motivation to betray coalition C,, and join the corresponding coalition Cer in
situation (ci, c*_l.) through deviation. When player i withdraws from coalition C,, through deviation and join coalition

Ce:, his expected escape-payoff deriving from deviation satisfies:

v (C) < W (e, ).

—i

(@ (@
1 l
contribution of player i to coalition C,: through his deviation. According to the competitive distribution condition, we
have:

Coalition C. wouldn’t give a distribution more than Mv;”(C:) to player i, because Mv; " (C.) is the marginal
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Therefore,

So,

. L —Celi
¢ = argmaxffl)(cia %) = argminW, Cl(l)(ci’ cti).

(2) If ¢f = argminW, (l)(ci, ¢*;), coalition situation (c}, ¢*,) is the coalition equilibrium under the principle of

minimum expected escape-payoff deriving from deviation (when the members of each coalition trust each other). In this

.. erer . .. .. —Cx (i) .
coalition equilibrium, the expected escape-payoff deriving from deviation of player i, W, ' (c}, ¢*;), satisfies the

competitive distribution condition:

i *Cc’f i)
(et ) =W, i (ct, c*.).

—i

Assume that the coalition-choosing strategy of player i is ¢;#c}, according to the definition of coalition equilibrium
under the principle of minimum expected escape-payoff deriving from deviation (when the members of each coalition trust

—C..(i CL‘*()
each other), W, C"@( l

ci, ¢t;)> Wi_ P (cf, ¢*;). In coalition situation (¢}, ¢* ;) when other players keep their coalition-
. . o . ' —Ce, (i
choosing strategies unchanged, and player i plays coalition-choosing strategy c;, le(') (Ce;) > W, i0)

distribution that player i gets from the corresponding coalition C,; which he joins satisfies:

, the expected

i 7Cc’."<i)
R T Bl AR A S

1 —1

—Cex (i) . . . . .. ..
because W, ' (cf,c*;) is the expected marginal contribution of player i to coalition C, through deviation, we have:

So,

o —Celi -
c; =argminW, "()(ci, ) =c = argmax?cfl)(c,-, ).
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That is to say,

L —Celi . . .Gl —Ce.(i
¢; = argminW, ’(l)(ci, c*;), ifatleast for a certain ¢; # i, W, C’(l)(z, ) >wW, ’(1)(c,~, ),
¢

y {le(j)(cq) _Wi—cr,-(ﬁ} >0, and Y [MVT,, -Y W ] >0 €T, CCp).
J€C; jec,, KeT,
J#i J#i

Scf = argmax?c( >(ci, c*;), ifatleast for a certain ¢; # i, )Acﬁi)(i, )< 5c§i) (ciy %)),

Y [lef/)(cci)—wg‘c“f“)} >0, and Y lMVT -y w, "] >0(i €T, CC,).
Jjec JjeC; kET),
i J#i

4. Allied bargaining game of a coalition: ignoring the opportunistic behaviors in
the distribution process

When coalition members are allied in the bargaining games, in information asymmetric cooperative
game I'(N,{S;},{u;}) with agreements self-implemented, each player’s escape payoff deriving from deviation remains
unchanged, just the same one when coalition members are unallied in the bargaining game. Therefore, when coalition
members are allied in the bargaining games, the coalition equilibrium of the game remains the same as the one under the
criterion of minimum expected escape-payoff deriving from deviation (when the members of each coalition trust each
other) when coalition members are unallied in the bargaining games. Therefore, in this section, we won’t examine the
coalition equilibrium of the game anymore.

In this section, we will examine the distribution process of the actual cooperative payoff of a coalition when core
members are allied in the bargaining game, ignoring the opportunistic behaviors in the distribution process. First, we’ll
examine the coalition equilibrium of the bargaining game of a coalition. Secondly, with the methodology used in analyzing
the distribution equilibrium when coalition members are unallied in the bargaining game, we’ll examine the distribution
of the cooperative payoff of a coalition between the cooperative teams, presents the actual cooperative payoft distribution
obtained by a cooperative team of the coalition in the coalition equilibrium.

4.1 Coalition equilibrium of the bargaining game

In information asymmetric cooperative game I'(N,{S;},{u;}) with agreements self-implemented, assume that
information is symmetric after the game is completed, and that the above assumption is common knowledge of all the
players, there exists the Nash equilibrium in the allied bargaining game of any coalition, and there exists the mixed
strategic coalition equilibrium in the information asymmetric cooperative game with agreements self-implemented when
coalition members are allied in the bargaining games. When coalition members are allied in the bargaining games, the
coalition equilibrium in information asymmetric cooperative game I'(N, {S;},{u;}) with agreements self-implemented is
the same as the one in the information asymmetric cooperative game with agreements self-implemented when coalition
members are unallied in the bargaining games, the public choice of strategic combination of a coalition when members
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of the coalition are allied in the bargaining game is the same as the one when members of the coalition are unallied in the
bargaining game.

If information is still asymmetric after the game is completed, there is no Nash equilibria in the allied bargaining
games of coalitions, therefore, when members of each coalition are allied in the bargaining game on the distribution of
its cooperative payoff, there exists no coalition equilibrium in information asymmetric cooperative game I'(N, {S;}, {u;})
with agreements self-implemented under the criterion of maximum expected cooperative payoff distribution(when the
members of each coalition trust each other), or, there exists no coalition equilibrium under the criterion of minimum
expected escape-payoff deriving from deviation (when the members of each coalition trust each other) in the information
asymmetric cooperative game with agreements self-implemented.

In this section we only examine the coalition equilibrium of the allied bargaining game of a coalition and the
distribution of the cooperative payoff of the coalition in the case of information symmetry after the completion of the
game.

In the virtual game of player k;, when the core members of core coalition C;(k‘) set up the cooperative teams in some
coalition situation, the competition among the m core members (m is the number of the core members of core coalition

. k'>) of core coalition C;(kl) in the unallied bargaining game is replaced by the competition among the m cooperative
teams in the allied bargaining game. It is easy to prove that whether the coalition members are allied in the bargaining
game or not, the coalition equilibria of information asymmetric cooperative game I'(NV,{S;}, {u;}) with agreements self-
implemented are the same.

In the virtual game of player ki, in the allied bargaining game T'*1) (M, {T;}, {fcfkl) }) of core coalition C;(m, let

M, my, ..., m, denote a subset consisting of cooperative teams my, my, ..., my of team set M of core coalition C;<k1)
coalition situation #, My, m,, ..., m; © M(k <m), the common payoff G(kl)(Mml, my, -, m)Of team set My, m,. ..

my
defined as following:

)
7C k k
e(kl)(Mml,le, "'7mk) Vﬁ(’lml my, 7ZW T k) 29((2)1)(MM1,"12, -"7mk)*"'*ZG((kl—)l)(Mmth "':mk)a

(kl)

set Mm1 ma,

1) when all the members except those of the teams in
have escaped from the coalition and join the same coalition as a whole, while other coalitions keep

where V), " is the cooperative payoff of core coalition C

unchanged in the virtual allied bargaining game of player k;; Y. 9 ( 1, mo, -, my) 1S the sum of the common payoffs

C(")
k) .
®1) is the sum

of escape-payoffs deriving from dev1at10n of all the core members of the k teams of M, m,, ..., m, in the virtual allied

of all the j-team subsets of My, m,, ..., m, in the virtual allied bargammg game of player k; Z, 1Wm

bargaining game of player ;.

According to Chen [25], in coalition situation ¢ of the bargaining game in the virtual game of player &, the
Nash equilibrium in the bargaining game among teams M, m,, .., m, about the distribution of the common payoff
G(kl)(Mml’ s e, my) 1S

That’s to say, the teams that belong to set My, s, ..., m, Will get the same common payoff distribution.

So, in the virtual game of player k1, in some coalition situation 7 of the allied bargaining game T'*1) (M, {T;}, {)“cfkl ) })
(k1)

of core coalition C; on the distribution of the cooperative payoff surplus, the cooperative payoff surplus distribution

. ope ki) -
that some cooperative team m; can get from core coalition C;< D is:
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k 1 & i 1
yfnil)zi Z G(kl)(Mmi,m_/)+3 Z Z 9<k1)(Mm,-,mjA,mk)“""‘"%e(kl)(Ml,2,---,m)-

mj= mj=1 mg=1
mjF#m; mjF#m; myFm;

The total distribution that team m; can get is:

) w0 4y G
L ¥ gty & (k) (k1)
+5 ) 0 (M) Z Y, 0 My g m )+t 6 V(M 2, ).

mj= mj=1 m=1

mj;:émi ,;ﬁm, myFEm;
Thus, we get the Nash equilibrium of the allied bargaining game I"k1) (M, {T;}, A{k‘ }) of core coalition C;(kl) on

the distribution of the cooperative payoff surplus among the cooperative teams formed in any coalition situation ¢.

After discussing the equilibrium of the non-cooperative game among cooperative teams of core coalition C;(kl) in

coalition situation ¢ of the bargaining game in the virtual game of player k|, we will continue to analyze the coalition

equilibrium of the bargaining game T'*1) (M, {T;}, {)?fkl) }) of core coalition C;(kl)

in the virtual game of player k.
Ignoring the opportunistic behaviors of coalition members in the distribution process of cooperative payoff, assume
that information is symmetric after the game is completed, and that the above assumption is common knowledge of all the

players, in the virtual game of player k, if the coalition situation ¢**1) = (ty{(m, t; (k‘), , Iy (k'>) of virtual bargaining
game T (M, {T;}, {fcﬁk‘) }) of player k; is feasible, and the team-choosing strategy of each coalition member is the

best response to the collective actions of other coalition members, coalition situation (1) = (tT( 1)7 t (1)

called the coalition equilibrium under the criterion of maximum expected cooperative payoff distribution.

e t::(kl)) is

Theorem 7 Ignoring the opportunistic behaviors of coalition members in the distribution process of cooperative
payoff, in information asymmetric cooperative game I'(N,{S;},{u;}) with agreements self-implemented, assume that
information is symmetric after the game is completed, and that the above assumption is common knowledge of all the
players, in the virtual game of player ki, in the allied bargaining game F(’q)(M , AT}, {)?l(-kl) }) of core coalition C;(kl),
there exists the (mixed strategic) coalition equilibrium under the criterion of maximum expected cooperative payoff
distribution:

i, ifforany g, 730, ) > 2 (1, £ );

~(k1)

argmaxx; "’ (t;, t g

—i

), if at least for a certain f; # i, fc{.kl)(i, ti(l-k')) < fcfk'>(ti, t*(.k'>).

1 —1

At the same time, in the allied bargaining game T'*1)(M, {T;}, {)?fkl) }) of core coalition C;(k‘), there exists the
(mixed strategic) coalition equilibrium under the criterion of minimum expected escape-payoff:

Co iporary Math tics 5124 | Jeanpantz Chen



*(kl)) < w<k1)(ti, t*(kl)).

—i i —i >

i, if for any t;, wgkl)(i7 t

(k1) t*(kl)

argminw;"" (t;, t_;""), if at least for a certain #; # i, w(kl)(i t*(kl)) > wgkl)(t,-, t*(kl)).

i ’ =i —i

If the distribution scheme of each team satisfies the competitive distribution condition, the coalition equilibrium under
the criterion of maximum expected cooperative payoff distribution in allied bargaining game I'*V)(M, {T}}, {fcfkl) })

of core coalition €5

1"(k1)(]u7 {1}, {}fkl)})

The proof of Theorem 7 is omitted.

In the virtual game of player k;, after the formation of coalition equilibrium #*(
rom, {1}, {fcfk')}) of core coalition C;(k’), the competition among the m members (m is the number of the

is equivalent to the one under the criterion of minimum expected escape-payoff in game

k1) of the allied bargaining game

members of core coalition C;(k”) of core coalition C;(kl) in the unallied bargaining game is replaced by the competition
among the m cooperative teams in the allied bargaining game. In coalition equilibrium 7**1) of allied bargaining game

r“om, {1}, {chk‘)}) of core coalition C;(kl), assume that the team-choosing strategies of the m member of core

coalition C;<k‘) are respectively tf(k' >, t; (ki ), s t;;(k‘ ), obviously, due to the different information sets, for some members
ki, —ki(—ki# k), usually, we have:
(ti*(kl)7 t;(kl), o t;:l(kl)) + (t;‘(*kl)) t;(ikl), . t;;(*kl))_

Obviously, if player k; finds that his estimation of the coalition equilibrium of the bargaining game is different from
the actual possible coalition equilibrium, his information set is obviously not complete enough. Therefore, player ki is
motivated to further collect information, which is helpful for increasing his expected cooperative payoff distribution. Thus,
before the cooperative teams sign the cooperation agreements, all the coalition members will further collect information,
such that

s (k s (k s (k "s(—k "«(—k "s(—k
(tl(l),tz(]),-~~,tm(]))=(t]( 1)71‘2( 1)7”_71""( '>>=(tf,t§,~~~,t;,).

Of course, if the information set that we refer to of a coalition member is his final information set before the
cooperation agreements are signed by cooperative teams, then

*(k *(k *(k *(—k *(—k *(—k * % *
<tl(1),t2(1>,-~~, m(l)):<t]( 1),t2( l)""7tm( 1)>:(t1,l2,~~-,tm).

That is,
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4.2 Coalition equilibrium of the bargaining game and the distribution of the cooperative payoff

After the formation of coalition equilibrium 7*, in coalition equilibrium * of the bargaining game of core coalition
C;(k‘), if team set My s, o, m is a subset of team set M* of core coalition C;(kl), which consists of cooperative teams
my,my, -, g, My s oy © M*(k <m), common payoff@“‘”(MmT’ nes, o, '"Z) of team set My s, ...,y is defined
as following:

(k1) (k1) AR (ki)
0 (Mm’l‘,mg, .‘.’mz) —VMm* e T E Wm* — E 9(2) (MmT,mz., — = E 9 M’"T m, m;:),
11 27 3 k l:l 1

where VA(,Ik 13 ., isthe cooperative payoff of core coalition C;(k‘)

i, i, e
the teams in set Moyt ms, -, m? have escaped from the core coalition and join the same coalition as a whole to maximize

when all the members of other teams except those of

their escape- payoff while members of other coalitions keep their coalition-choosing strategies unchanged in player k;’s

virtual game; Y, 9 ( i, m3, e, mi) is the sum of the common payoffs of all the j-team subsets of set My m3, ., mes
IR A
1= m*

Mm*f, ms, e, m

is the sum of the escape-payoffs deriving from deviation of all the members of the & teams in set
According to the distribution rule of common payoff, in player k;’s virtual bargaining game of core coalition C;(kl),
the common payoff distribution that any cooperative team m} in team set Mz, s, ., m can get is:

Therefore, in player k;’s virtual bargaining game T'*1) (M, {T;}, {fcfkl) }) of core coalition C;(k]), the cooperative

c(kr)

payoff surplus distribution that some cooperative team m; of core coalition C;;"'’ can get is:

1 o
5’{"1?): Z 9( >( m m +7 Z Z ek] m m m)+ t = e(kl)(M12 )
mi=1

J
;#mi 73&’" ny ;ém

N

c(ky)

The total cooperative payoff distribution that cooperative team m; of core coalition C;" '’ can get is:
}fj}l :"(kl W * Cr (ki) _ —W * Cy (k1)
mo
+7 Z ek] Z Z m m m)+ = e(kl)(MIZ )
m; t=1 mJ—l my=1
' i

Assume that information is symmetric after the game is completed, and that the above assumption is common
knowledge of all the players, now we can get the Nash equilibrium of core coalition C°( s allied bargaining game
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r&k(m, {13}, {“(kl }) on the distribution of the cooperative payoff, in the coalition equilibrium #* of the game in player
ky’s virtual game.

If the number of the members of a cooperative team is 3 or more than 3, after examining the distribution process of
cooperative payoff in the coalition level (that is, the first level) bargaining game, we need to extend the above-mentioned
distribution process-that is, we need to examine the second level, third level, forth level, ... bargaining games, ..., step
by step, finally we’ll get the distribution vector of a core coalition with limited members.

Assume that after the game is completed, the information among all the players, including all the members of core
coalition C;(k‘), is symmetric, and that all the members or teams of each core coalition must be responsible for their
own misjudgments. In coalition equilibrium c¢* of the information asymmetric cooperative game with agreements self-

implemented, assume that the public choice of strategic combination of core coalition C;(k‘) is s**;(k ) and that the actual
CT
public choices of strategic combination of other core coalitions are s** ( ) the cooperative payoff actually obtained by
CT

core coalition CT( 1)

. . *% *xT _ym =] *xT : 3
after the game is completed is VC;(M) (scc'(kl)’ S7C0<k1)) =YY" u (Sc"(’“)’ s elkr) ), this cooperative
T(k ) T T T
(ki

payoffis actually available to be distributed by core coalition ;. If the information is symmetric among all the players
(k1)

after the game is completed, if the estimations of all the members of core coalition C; of the strategic combination
choice of the core coalition are correct, that is:

and accordingly,

where s*il()kl) is the best response of core coalition C;<k'> to the strategic combination choices s**TC<k1) of other core
Cr —Cr
coalitions.
wxT c(ky)

At this point, the distribution of the cooperative payoff VC"(kl) (s*(,(m 5 ) ) of core coalition C;"'/ will be carried
Cy —Cy

out according to the distribution rule in the information symmetric allied bargaining game of core coalition CT (Chen

[25]):

7_<t(k1) 1 m 1
=W T 42 Y8 (M ) y ) 8 (Mg s g )+ =87 (My, 2, ).
mi= mi=1 m’=l1
m*.',;ém’f */;ém mkk?ém

c(kp)

—-C . .. - .

where wy,, ”  is the sum of the escape-payoffs deriving through deviation of all the members of cooperative team
mf, o* (Mm* t ) o* (Mm* m’ "k) , o, 0% (M, o, ..., m) are respectively the common payoffs of cooperative teams
M, s My, oty , My o .. m. By examining the first level, second level, ... bargaining games of core coalition

, we can finally get the cooperative payoff distribution ;" that any member k; of core coalition C;(m can get.

(k1)

If not all judgments of the members of core coalition C; of the public choices of strategic combination of other core

coalitions are correct, thens ;és 1) (correspondingly, V c(kl)(s*f(k) **T )7& V i) (s* (k) s**T )) core
Cr ! it —CT

C;_(kl )
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coalition C<¥1)s cooperative payoff V can (8%, 0, 50T can be regarded as the “cooperation” outcome of core
T P pay ) S k) (k) g p

T Cr —Cr
coalition C;(kl) starting from strategic combination s*c<

celi) and through the misjudgments of core coalition C;(kl)’s

public choice of strategic combination and the public choices of strategic combinations of other core coalitions. The

distribution of the cooperative payoff Vc‘“‘ ) (s*’;(kl ) s**Tc(kl ) ) should be based on the distribution of the cooperative payoff
T C C

y _
sk T ok sk T

VC;(M) (SZ;(M)’ o ;(m ), with an additional distribution of the “cooperative” payoff VC;(kl) (SC;(kl) , S_C;<k1) )_VC;(M)
<S2¢'(k1) , s**TL,(m) which is caused by the misjudgment cooperation among the members of core coalition C;(kl).

T

The cooperative payoff distribution of any member k; of core coalition C;(m in the misjudgment “cooperation” is:

~% * 1 o * 1 w4 * 1 *

F =Wty L My g)+3 X Y My gy q)+ 8" (Mo ).
g;j=1 qj=1 q=1
s gtk Gtk

The cooperative payoff distribution that any member k; of core coalition C;(kl) can obtain is:
fkl - )?151 +7kf ’

5. Coalitions centralizes all the payoffs that their members get in the game to
prevent opportunistic behaviors in the distribution process

Next, we will relax the assumption that coalition members carry no opportunistic behaviors in the distribution process
of cooperative payoff. If coalition members may carry opportunistic behaviors in the distribution process of cooperative
payoff, a coalition can inhibit the opportunistic behaviors of members by centralizing all the payoffs its members get in
the game, the distribution scheme of cooperative payoff can get implemented.

When information is asymmetric, a coalition cannot ensure that its members carry no opportunistic behavior of
refusing the distribution scheme through the prior distribution of its cooperative payoff. Therefore, we do not consider
the situation when the coalitions distribute their cooperative payoffs before the game begins.

However, if information among the players in the game is asymmetric, before the game is completed, the coalition
members cannot accurately estimate the cooperative payoff of the coalition, and it is actually difficult for the coalition
to perform cooperative payoff distribution before the game begins. Therefore, here we only discuss the situation in
which coalitions concentrate the payoffs that all their members get in the game to prevent the members from carrying
opportunistic behaviors in the distribution process of cooperative payoff.

In this section, assuming that coalitions centralize all the payoffs that their members get in the game, we’ll examine
the coalition equilibrium of the game, investigate the condition for its existence, examine the distribution process of the
cooperative payoff of a coalition in the coalition equilibrium if it does exist, when the coalition members are allied or not
in the bargaining game. The methodology used in this section is just the same as that used in analyzing the situation when
the opportunistic behaviors in the distribution process are ignored.
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When coalitions centralize all the payoffs that their members get in the game to prevent opportunistic behaviors in
the distribution process, the coalition equilibrium of the game and the condition for its existence, as well as the distribution
equilibrium of the cooperative payoff of a coalition under the coalition equilibrium are similar to those mentioned in the
previous two sections when opportunistic behaviors in the distribution process are ignored. The only difference is that,
because the coalitions concentrate all members’ payoffs gotten in the game, when a member escapes through deviation
from the coalition he belongs to, his escape payoff deriving from deviation, the cooperative payoff of his target coalition
and his marginal contribution to his target coalition will change.

5.1 Coalition equilibrium and the unallied bargaining games of coalitions

First, assume that members of each coalition are unallied in the bargaining game on the distribution of its cooperative
payoff, we will examine an information asymmetric cooperative game with agreements self-implemented, when the
coalitions centralize all the payoffs that their members get in the game to inhibit the opportunistic behaviors in the
distribution process.

5.1.1 Escape-payoff deriving from deviation

When the coalitions centralize all the payoffs that their members get in the game to inhibit the opportunistic behaviors
in the distribution process, between the virtual game of any player k; and the one when the opportunistic behaviors of
coalition members in the distribution process of cooperative payoff are negligible, the fundamental difference is that the
escape-payoff deriving from deviation of a coalition member has changed: when the coalitions centralize all the payoffs
that their members get in the game to inhibit the opportunistic behaviors in the distribution process, whatever escape
strategy is played by the deviating member, the payoff that he gets in the game is attributed to his nominal coalition and
cannot be attributed to his escape target core coalition. That is,

V()= Ve ()= Y wi().

jec,

If the payoffs that the members get in the game are attributed to their nominal coalitions, in some escape situation
e in coalition situation c, the cooperative payoff of a core coalition must be the cooperative payoff of the corresponding
nominal coalition.

When the coalitions centralize all the payoffs that their members get in the game to inhibit the opportunistic behaviors
in the distribution process, the conditions that player k; is trusted by other members of nominal coalition C,j are shown

as follows:
el

(") r
i c(i Ea ~ —C,
(D) Liece [MVJ(Q)( k())*wkz ‘ )

® i) (el .
]JFZJGC,T»J‘&ZCE [Mv£2 )(Ck( ))*Wk ¢ >0, i, j# ko

iF
i) ) eli <y 7Y e(iF ) i .
2 ZieC,ﬁ |:MV(T,,) (Ck< )) _ZteThVVt ‘ } +Zj€C,j’, JECE MV% )(Ck(] )) _):teT,,Wt ‘ ( ) >0,14, ) ?ék% ky €

T, C Gy

2

. P ) G5 oF
(i) =G () e D) -G ()
(3) VCl‘z _ZtECf vvt ¢ > 07 S CC’ VCi<jF) _Z GF) vvt ¢

. >0, j€CH, jEcCy.
lECk
The above conditions can be simply denoted as:
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Y oW 0] >0, # ke

icCy

Y |micy-Y VAVIC"(”} >0, ik, ky €Ty C Cus

ieCy | (€T,

VI -y W00 ieq.

teCy,

In player k;’s #-th level virtual game, in coalition situation ¢, assume that (player k;’s estimation of player k;’s

1 ke

estimation of ...) the feasible escape strategy that player k; plays is e,(f ), his escape target core coalition is

ki ko, o ki) (K ko, e k ki ko, o k o . o . -
C;( R ’>(e,<€1' 2 ’>, e*_< ! 2 ’>), his estimation of the strategic combination choices of the core coalitions

. ki, ky, -, K ki, ko, -, K ki, ko, -y K ki, ko, -, k
other than core coalition C<1> k2 ')(e( 1 ko 1) e’:( 1 ks e r)) (ks ko 1)
T s )y €k, AR

—c! .
. . ki, ko, o K . L . .

escape strategic choices of other players are ei(kt" 2 *) " Assume that under his estimation of the information sets

ki, oy ke) (K1) (kps oo ki) o x(kys ko oo ki)

]( 1 t)(ekl e ek, , e—kl, AT

clky, ko, -, ke)

, and that his estimation of the

ke ), player k; considers that the strategic combination that his escape target
*(ky, ko, -, ke)

core coalition C, (e,(f“ k) e*_(llft" k2, s k’>) “should” adopt is s/ 0 . )y at this point, the cooperative
il g k)
payoff that core coalition C;(k" ko, - ki) (+) “should” get is:

(ki kyy ooy k) o x(ky, ko, oo ki) sk (ky, ky, -, ke)
= E u; s , s .
: ( el kg gl "')<->)

. ky, ko, o,k
ZGC;( 1> ko, oo k)

Olky, ko, -, ke) ( w(ky, ko, ooy ke) sk, ky, -, ke) )
C;(kl: ko, s k) C;(/"I‘ ke, s kz)(_)’ 7C;(kl‘ ky, -, kr)(.)

If player k; escapes from core coalition C;(kl" k2, k’)(~)

"y, K, s ke)

through deviation, that is to say, he chooses a feasible
(k1, ko, -+ ki)

escape strategy ¢, 7 which is different from escape strategy e ke , at this point, playerk;’s escape target
) ! e / “ee ) ! s / “ee
core coalition changes to CC(/kh ky, s ki) (ek(kl’ ky, ey k,)’ ej](fh ky, ey k,)) [Cf(lkl-, Ky, ey ki) (ek(kh ky, ey k,)’ e:‘]({klv ky, ey k,))
T 1 t T t t

Ky, Ky, s k) [ (kps s e K Ky, ky,
#CCT( 15 koy ooy ke) (e( 1 ko s ke) e*( 1> k2,

b ey, ' k’)) , his estimation of the escape strategic choices of other players changes to

! . . . . . . . .. ..
e_*l(:l’ k2, "k’), and his estimation of the strategic combination choices of the core coalitions other than core coalition

kiskay o k) [k Ky o k) ek Ky e K Vex(kys ko s o
CC(l, 2 t)(e(l 2, s ki) e*(l 2 z)) changestos**(' 2 1)

; k €k, : ' /
T t t —C‘T<k" kp, -, k) (ekgkl- ko s k) ejlgtkh ka, s k)
. L . . ki) (ki k Yy, ke, e key) (ke ks e
Under his new estimation of information sets /(1- ’k’)(e,(ql), e,(cz" 2), e ek(,,ll/ S 1), ej,(q‘;,fz Qk) of all

the players, player k, considers that the strategic combination that his escape target core coalition “should” adopt is
"x(ky, ko, ey k)

celhn o kt)< Wy ks k) ol s ) at this point, the cooperative payoffthat core coalition C;Skl’ k2, s k’)(.) “should”
i €k, e >

T ke
get is:
Gkt oy oo ki) ¢ Tk oy o k) Tk ke o k) T T O e (ST P 7S B S (ST S WY )
4 c(ky, ky, . k) (S c(ky, ko k) |0 § c(ky, k. - ky) ) - Z U; (s c(ky, ko i kg) |0 § c(ky, ky. . k) )
C / C / () -C / () . C(k1~ ky, -, kr) / () -C / ()
T T T IECTI ) T T
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Before player k; escapes from core coalition C;(kl’ k2, k’)(-)

coalition C;(,k]’ k. o ki) () «ghould” get is

through deviation, the cooperative payoff that core

V(kls ky, o, kt) (s*(klw ky, -, kf) **(kla ka, o, kt)

(ks ko, -, kt)(s*(kla kpy oy ke) wx(ky, ky, -y k)
chkl, k. . kt)
T

clky ks ki) 0 S elky kg k) )= Z U; clhy, o k), S ek ke k) )
CT’ 1> k2 ) ,CT/ 1 %2 ) iec;(,k" Ky, ) k,)(_) CT, 12 () 7ch 1> %2 ()

ki, ky, -, k ki, ky, -, k . . . . . ... (ky, ko, -, k
sk k) ek ks k) respectively the strategic combination choice that core coalition etk ko s ’)(~)
Cr(lkl. ky, . kt) c(ky, ky, . k)

T

() gt g r

“should” adopt and the strategic combination choices of the core coalitions other than core coalition c;ﬁ"“ ko i) ()
before player k; escapes. Therefore, the marginal contribution of player k; to core coalition C;ﬁk" ko, ki) (-) when he
escapes through deviation from core coalition C;(k" k2. k) () to core coalition C;(,k" ko k) () ds:

T Cr(k]. ky, -, kr) c(ky, ko, =, k) ks ks k)
/
T

Myl ko ) [chkl,kz, -~-7k,>(,)} gl b k) (ol k) el k)
cy OR e 0]

7’ 7’

_V(kla ka, o, kt) <s*<kls ky, -, k) wx(ky, ko, -, ki) > ,

otk koo k) \ 7 ek kg, s "1)(_)’ ,C;(lklv ky, s /"1)(.)

ek, Ky, ey K Dex(ky, ko, ooy Kk . . .. . .. ki, ko, o k
where s whi, ka, s ko) , S **(‘ 1 "2 ') are respectively the strategic combination choice that core coalition CC(/ 1 ks ki)
Cc(,kl‘ ky, -, k,)(‘) 7Cz,(/k1, ky, -, kt)(_> T
T T

(+) “should” adopt and the strategic combination choices of the core coalitions other than core coalition cet koo k) ()

T/
after player &, escapes.
Define the marginal contribution of player k;to his escape target core coalition C;(,kl’ ko - i) () C;(,k" ko, - ) (1) #
C;(k" ko, s ko) ()} as his expected escape-payoff deriving from deviation when he escapes to core coalition C;(,kl ko, s ki) )

through deviation:

= (ki ko k) | etk Koy s clki, k, o ki) ki, ko, o, ki) [ ek, ko -, k
Wk(tl, 2 1) {C;(' 2 r)(_)_>CT, ():| — ki ke +) [C;(ll 2 r)(.)]

_ ke, ke ki) [ Tk ko e, k) Dk (ky,s kg, s k) Glky, kay s ke) [ x(ky, ks ey k) wx(ky, kg, -, ke)
7VC('(/€11 ky, -, kt) SCC(kl, ko, +ey kr)(')’ $ (SERTRED kt)(i) -V kys ky, s ke) § ' 8 ’

. X (ky, ky, =, k (k1. kn, -, k
“ | - ¢l coffirfor )7l

Obviously, if player k; escapes from core coalition C;(k“ k2 s k’)(~) through deviation, he will choose an escape

strategy which can maximize his expected escape-payoff deriving from deviation, therefore, the expected escape-payoff

deriving from deviation of player k; when he escapes from core coalition C;(kl’ ko ki) (+) through deviation is:
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c(ky, kys s k)

v —Cr (V(k1, kpy os k)
Wkt o e;c(kla kp, oy k) 4 el((kh ko, oo, k)M
t 1
(1, ko, -, k (ki ko o, k
CLT< 1,k t) #C;(/l 2 1)
c(ky, kay s k)
le(:ly ky, s ki) C;(kl-, kp, oy kt)(.) — Cp ! )
T Sk k) ks ke k)M
& ki
C;(kh kpy oy ke) + C;(,klv ky, - ki)
pk ke, k) S’*(kl-, kyy ey ke) S’**(kh kyy -y ke)
CL'(k14 ky, = kt) C(-(klA, ky, -, k,)(')’ _CL'(ky ky, k,)(‘)
T/ T/ T/
_‘7(k1, ka, ey ke) s*(kl’ ka, s ke) S**(kh ky, o, k)
clky, ky, ) K clky, ky, -, k ) clky, ky, -, K :
CT(’ 1.k 1) CT<’ 12k z)(_) _c (, 1.k t)(,)
/ e . .. .
Assume that the escape strategic choice of player k; is ekEk]’ ks k’), and that his escape target core coalition is
C;(,Ii" k2. k) () (when player k; escapes from core coalition C51 % %) () to core coalition CLT(/I:I %) () through
c(ky, ka, -

deviation, his marginal contribution to his escape target core coalition CT,* B k’>(-) reaches the maximum value),

his estimation of the strategic combination choice that his escape target core coalition “should” adopt and the strategic
Pk ks ey ki)

and
Cc(kl, ky, - k,)<_)

combination choices of the core coalitions other than his escape target core coalition are respectively s

7'
" cee .. coe . . .
*(Ij(lk’lki’z k,;)) , after player k; escapes from core coalition C;(kl’ ka, s ko) (+) through deviation the cooperative payoff
RO
T *
e cky, kp, = ki) ¢ Ok ke k) Tk ke e k) Tk Ry e Ke)
that core coalition C;, (+) can get is VC;(k17 b, - k) < c;(k" by kt)(.), S,C;U‘l‘ o, kt)(.) , therefore, the expected

marginal contribution of player &, to core coalition C;(kl’ ko, o k) () is:

Myt o k) (C;(kl,kz, »-~,kt)(.)) _plha ke, k) (s*(kl-,kz-, k) wlkn ko k) ())

C;(’fh Ky, s k) C;(kla ky, s "t)(_)’ ,C;(kr ko s ke)

_ ke k) (S"*(kl,kz,-~-,kt> Tl ko, ko) )

C;(kl» ks s ke ) C;("l’ ko ki) _C;(kl» koo k)

5.1.2 Coalition equilibrium and unallied bargaining games

In this section, for the sake of simplicity of analysis, the analysis of the virtual game of any player k| is omitted.
When the coalitions centralize all the payoffs their members get in the game, the virtual game of player k; is just similar
to the one when the opportunistic behaviors of the coalition members in the distribution process are negligible.

When the coalitions centralize all the payoffs their members get in the game, the public choice of strategic
combination of an extensive coalition is the outcome of the compromise of the extensive members of the coalition. In
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fact, in coalition situation c in the virtual game of the player k;, according to the information set of player ki, the public
choice of strategic combination of core coalition C;Uq) should be:

wx(ky) _ gl i) [ (ki) sk, )
Scz?(kll) =argmaxq Y,V e <s ) S elhr, ))
T iEC;(kl) Cr Cr ~Cy

ky, j k ki, j
where CZ( 1 J) :C;( 1) #C;( )

Assume that all the members of each coalition are responsible for their own misjudgments, and that the above
assumption are common knowledge of all the players, according to player k;’s information set, the cooperative payoff
(k1) #(ky) o (k)
Y eli) ( )’ S _elhy)

T T T
cooperative payoff of the coalition when its members are unallied in the bargaining game (Chen [25]).
Assume that there are m members in the member set M of core coalition Cy, ) member set My, 4, -, ¢, cOmposed

) of the core coalition “should” be distributed in accordance with the distribution rule of

of members g1, g2, -+, g is a subset of coalition member set M of core coalition C;(kl), My, ¢, g0 ©M(k <
m), 0% (My, 4, .. 4) is called the common payoff of member set My, 4,. ... 4, in the virtual game of player ;:

7c Ak Ak
6% ) (M,, 4. ._4,,1,()* Mq1 N Z o 29((2)1)(1‘/1(“7(127 "'7‘“)*"'*29((1(1)1)(1”%‘12’ )

where V( ! 0 <®1) when all the members except those

in member set My, g,, -, q, €scape from the coalition and join the same coalition as a whole to maximize their escape-

" is player k; ’s estimation of the cooperative payoff of coalition C

payoff, while members of other coalitions keep their coalition-choosing strategies unchanged, ) 5(].‘1)(Mq17 @, aqr) 18
( 1)
(k1)

the sum of the common payoffs of all the j-member subsets of member set M, 4, " is the sum of

) G0 = 1Wq,

the escape-payoffs deriving from deviation of all the members in member set My, 4, -, ¢,-
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In the virtual game of player k;, in coalition equilibrium ¢**1), if the strategic combination that core coalition

C;Uq) “should” adopt is s*(lel(l)> and the strategic combination choices of other core coalitions are s* ((.(1) )’ the expected
CT

Cr
cooperative payoff distribution of some member ¢; of core coalition C;( D is:

k - e (k I & 4
Sl )y Gt L G gy
Cr —csth 2

1~
(kl)(Mfli-, 4 Clk) I ge(kl)(ML 2 im)

q;=1 q=1
q_;;éq; AFqi

*(ky)

According to the virtual game of player ki, in coalition equilibrium ¢**1), when cooperative payoff 1% (k)
CT

( #(kp) o (k) (k1)

S ) S el >) of core coalition C; is distributed according to the rule mentioned above, the expected cooperative
C -

T T
payoff distribution that player k| gets is:

g0 (k) eelh) o y=Crlh)

S =
k r(k ) c(ky) k
1 T 1 7CT 1 1

1 g;—1
Z 9k1 (M, q)+§ Z Z o )(Mkl 4js )t — 9(k1>(M1 2, m)-
qﬁl 9=l @=1
q;7ki qjFky aFk

Next, we will examine the distribution of the actual cooperative payoff of core coalition C;.. Assume that the strategic
combination adopted by core coalition C§. is sz‘; (SCC C s ), which is determined by the public choice game among

the extensive members of the coalition, assume that the actual strategic combination choices of other core coalitions are
S*jc; , the actual cooperative payoff that core coalition Cf. gets is:

S*

o $k sk *k *k . c
VC% (SC%J S_C%) = u; (SC%’ S_CCT'>7 ZECT,
1

where m* is the actual number of the members of core coalition Cf5. The cooperative payoff Ve (sé’ﬁ, s*fcc) =
T T T
):;”:* L Ui (sé’ET , s*jC% ) is the actual cooperative payoff of core coalition C7 that can ultimately be distributed. The cooperative
_Vv K Rk U ok : : : : :

payoff surplus Gapc; = Vc; (sg%, 57Cc> — VC; (ssz, "o ) is caused by the inappropriate choice of the strategic
combination of the core coalition. And the inappropriate choice of the strategic combination of the core coalition is
caused by the coalition members’ inappropriate choices of the strategic combination of the core coalition.

If the estimations of all the core members of core coalition Cf. of the optimal strategic combination choice of the

core coalition are correct, in coalition equilibrium c¢*, when the public choice of strategic combination of core coalition
% is actually optimal response to the actual strategic combination choices of other core coalitions, that is, SC( = SCL , the

cooperative payoff of core coalition C7. satisfies % ¢ (SC§’ s’:*C(T ) = ch (Scy’ S—CCT ) If the estimations of all the core
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members of core coalition C7. of the optimal strategic combination choice of the core coalition are correct, the distribution
of the cooperative payoff of core coalition C. will be carried out according to the distribution rule in the unallied bargaining
game of this core coalition (Chen [25]):

m* QJ 1
kK [k sk _ ’\***CT ** 1 ** N
Xy (SC?’ S_C§) B Wk] + Z 6 Mklv q, Z Z 6 Mkla qjs qk)+ +76 (Ml 2, m)-
q,fl g;j=1 q=1
qj#ky qj#k) a7k

Core coalition Cf’s cooperative payoff \7% (sz’ir-, s*fC(T- ) can be regarded as the “cooperation” outcome of core
coalition Cf. starting from strategic combination si-. and through the misjudgments of core coalition C’s public choice
T
of strategic combination and the public choices of strategic combinations of other coalitions. The distribution of the
. 55 * * . . . . 55 * .
cooperative payoff ch (SE;’ S—*C; ) should be based on the distribution of the cooperative payoff V, . (sé%, S*—CCT ) , with

~

an additional distribution of the “cooperative” payoff GapCpT, = VC% (séﬁT, si*C% ) — Vc; (sz%, s”j*c% ) which is caused by
the misjudgment cooperation among the core members of core coalition C7.

According to an analysis similar to the one in the previous sections, member k;’s cooperative payoff distribution
from the misjudgment “cooperation” is:

1 m* %71 -

_Wk1+7 Z 5 Mkl qj +§ Z Z 6 Mkl«‘]/ %)"" +75*(M1 2, m*)-
qu q,—l qk_l

qj7ki qj7#k1 a7k

And the actual total cooperative payoff distribution that member k; gets is:
"fkl = ';C\Zl + 2;? .

If in the unallied bargaining game on the distribution of the cooperative payoff % ¢ (sé%, s*j‘c% ) of core coalition
%, information is still asymmetric among coalition members, the coalition equilibrium of the information asymmetric
cooperative game with agreements self-implemented does not exist.
Similarly, if information is still asymmetric after the information asymmetric cooperative game with agreements
self-implemented is completed, there exists no coalition equilibrium in the bargaining game on the distribution of the
cooperative payoff surplus,

Gapc% = VCC (Scc S**CLT') — VCc (Scc Si*c%) ,

which is caused by the misjudgment “cooperation”.

According to an analysis similar to the one in the previous sections, we can get Theorems 8§ and 10.

Theorem 8 If the coalitions centralize all the payofts that their members get in the game to inhibit the opportunistic
behaviors in the distribution process, in information asymmetric cooperative game I'(N, {S;}, {u;}) with agreements
self-implemented, assume that information is still asymmetric after the game is completed, and assume that the above
assumption is common knowledge of all the players, there exists no coalition equilibrium under the criterion of
maximum expected cooperative payoff distribution (when the members of each coalition trust each other) and no coalition
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equilibrium under the criterion of minimum expected escape-payoff deriving from deviation (when the members of each
coalition trust each other).

Proof. The equilibrium of information asymmetric cooperative game I'(N, {S;}, {u;}) with agreements self-
implemented includes two interrelated aspects: the coalition equilibrium of the game and the distribution equilibrium
of the cooperative payoff of each coalition.

If information is still asymmetric after the game is completed, in the bargaining game on the distribution of the
cooperative payoff of some coalition, each member will present his requirement for cooperative payoff distribution on
the basis of his virtual game, and the sum of the core members’ requirements for cooperative payoff distribution do not
necessarily equal the actual cooperative payoff of the coalition. That is, the distribution equilibrium of the cooperative
payoff of the coalition cannot be achieved; on the other hand, if the distribution equilibria of the cooperative payoffs of
the coalitions cannot be achieved, the coalition equilibrium cannot be reached either. O

Herein, that there exists no coalition equilibrium under the criterion of maximum expected cooperative payoff
distribution (when the members of each coalition trust each other) in information asymmetric cooperative game
(N, {Si}, {ui}) with agreements self-implemented, or, there exists no coalition equilibrium under the criterion of
minimum expected escape-payoff deriving from deviation (when the members of each coalition trust each other) in the
information asymmetric cooperative game with agreements self-implemented does not mean that there is no cooperative
coalition in the game. Some players with a high degree of information symmetry (after the completion of the cooperative
game) may still establish cooperative coalitions which aim at exploiting the synergies among them, and reach cooperative
payoff distribution agreements with some kinds of compensation mechanisms. In addition, even if the degree of
information asymmetry among the players is still high after the completion of the cooperative game, those who agree
with each other on the synergy expectations and do not need distribution compensations (perhaps they can set up some
compensation mechanisms to benefit from their cooperation) may also reach some distribution agreements and establish
cooperative coalitions designed to take advantage of the synergy expectations among them.

When information among the players is still high asymmetric after the completion of the cooperative game, in
information asymmetric cooperative game I'(N, {S;}, {u;}) with agreements self-implemented, there is at least a coalition
situation shown as follows which is feasible.

Theorem 9 If the coalitions centralize all the payoffs that their members get in the game to inhibit the opportunistic
behaviors in the distribution process, in information asymmetric cooperative game I'(N, {S;}, {u;}) with agreements
self-implemented, assume that information is still asymmetric after the game is completed, and the above assumption is
common knowledge of all the players, and that in the cooperative game there exists no compensation mechanism (or, the
distribution of any member of a coalition is just the payoff that he gets in the game), the following coalition situation
under the criterion of maximum expected payoff (when the members of each coalition trust each other) is feasible:

(i

i, if for any ¢; # i, ul(i)(i, ) > —Ce; (J)

)(c,-, ), or, ul(j)(ci, ) —VAVI-

<0,

or, ) (c;, ) < W, 5V (j e, j#i)

argmaxul(.i) (ci, ¢*;), ifatleast for a certain ¢; # i, ul(i)(i, k)< ul(i)(c,-, ), ul(j)(c,', ) - VAV;C”(].)
Ci

>0,

[ * ’\_Cc,-(.) . : ;
and uy)(c,', ;) > w; l (J€Ceqy j#1).

Where VT/;CC" is the escape-payoff deriving from deviation that member i can get when he escapes from coalition
C,, through deviation.
The proof of Theorem 9 is omitted.
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Assume that information is symmetric after the game is completed, in information asymmetric cooperative game
(N, {S;}, {u;}) with agreements self-implemented, there exists the mixed strategic coalition equilibrium under the
criterion of maximum expected cooperative payoff distribution.

Theorem 10 If the coalitions centralize all the payoffs that their members get in the game to inhibit the opportunistic
behaviors in the distribution process, in information asymmetric cooperative game I'(N, {S;}, {u;}) with agreements
self-implemented, assume that information is symmetric after the game is completed, and that the above assumption
is common knowledge of all the players, there exists the mixed strategic coalition equilibrium under the criterion of
maximum expected cooperative payoff distribution (when the members of each coalition trust each other):

i, if for any ¢; # i,)’cfi)(i )= i()(cl,c i, or, Y [vaj)(Cci) —V/ffiicc"(j)] <0,
JeC;
J#i
or, ¥ v (c.)- ¥ W, V) <oien cc,);
jECL keTy,
" J#i
Ci ==
argmaxf()(ci,c ;) if for at least for a certain ¢; # i, 5! )(z )< )?,(i)(ci,c"_i),
Y ) (c) W “Y150, and ¥ () - ¥ W Y s 06 e T cc).
JEC; J€Cq; kET,
J#i J#i
Vi=1,2,---,n

The proof of Theorem 10 is omitted.

Similarly, we can also draw the conclusion in Theorem 11.

Theorem 11 If the coalitions centralize all the payoffs that their members get in the game to inhibit the opportunistic
behaviors in the distribution process, in information asymmetric cooperative game I'(N, {S;}, {u;}) with agreements
self-implemented, assume that information is symmetric after the game is completed, and that the above assumption is
common knowledge of all the players, there exists the mixed strategic coalition equilibrium under the criterion of minimum
expected escape-payoff deriving from deviation (when the members of each coalition trust each other):
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i, if for any ¢; # i7VT/i<i)(i,c*,,) W(')(c,, “)or Y [lew(Cci) —VT/I._CC"U)} <0,
J&Ce;
J#i
or, ¥ v (c.) - ¥ W,V <oien e
JeC; keTy,
. j#i
C; =
argmaxiﬂ(c,, ;), if at least for a certain ¢; # i, W< >( ) > W( )(c,, 1)
Y P (c)-w Y150, and ¥ () - ¥ W Y s 06 e T c C).
jECci jECCl keTy,
J#i J#i
Vi=1,2,---n

If the distribution scheme of each coalition meets the competitive distribution condition, the coalition equilibrium
under the criterion of maximum expected cooperative payoft distribution (when the members of each coalition trust each
other) is equivalent to the one under the criterion of minimum expected escape-payoff deriving from deviation (when the
members of each coalition trust each other).

The proof of Theorem 11 is omitted.

5.2 Allied bargaining game and the distribution of the cooperative payoff

If the coalitions centralize all the payoffs that their members get in the game to inhibit the opportunistic behaviors
in the distribution process, in information asymmetric cooperative game I'(N, {S;}, {u;}) with agreements self-
implemented, assume that information is symmetric after the game is completed, and that the above assumption is common
knowledge of all the players, there exists the coalition equilibrium in the allied bargaining game of each coalition, and
there exists the mixed strategic coalition equilibrium in the information asymmetric cooperative game with agreements
self-implemented when coalition members are allied in the bargaining games. It is easy to prove that when coalition
members are allied in the bargaining games, the coalition equilibrium in information asymmetric cooperative game
(N, {S;}, {u;}) with agreements self-implemented is just the same as the one in the information asymmetric cooperative
game with agreements self-implemented when coalition members are unallied in the bargaining games, the public choice
of strategic combination of each coalition when members of the coalition are allied in the bargaining game is the same as
the one when members of the coalition are unallied in the bargaining game.

If information is still asymmetric after the game is completed, there is no Nash equilibrium in the unallied bargaining
game of any coalition, therefore, there exists no coalition equilibrium under the criterion of maximum expected cooperative
payoff distribution (when the members of each coalition trust each other) in information asymmetric cooperative game
I'(N, {Si}, {ui}) with agreements self-implemented, or, there exists no coalition equilibrium under the criterion of
minimum expected escape-payoff deriving from deviation (when the members of each coalition trust each other) in the
information asymmetric cooperative game with agreements self-implemented.

Assume that information is symmetric after the game is completed, and that the above assumption is common
knowledge of all the players, in the virtual game of player k;, when the members of core coalition C;(k‘) set up the
cooperative teams in some coalition situation, the competition among the m core members (7 is the number of the members
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“®1) in the unallied bargaining game is replaced by the competition among the
m cooperative teams in the allied bargaining game.

of core coalition C ) of core coalition C

In the virtual game of player ki, in the allied bargaining game I'*1) (M, {T;}, {’(k‘ }) of core coalition C;(k‘), let
My, my, -, m, denote a subset consisting of cooperative teams mp, my, ---, my of team set M of core coalition C;(k') in
coalition situation £, My, my, ..., m, © M(k < m), the common payoff gk )(Mmh my, -, my) of team set My, iy . m

defined as following:

~ ~ k ~ c(kp) k ~ ~
e(k])(Mml7 m2, s mk) = VA(;;:]) my, e, my o 4 Wmi ! - _Ze((é{)l)(Mml my, mk) - ZG((k]) )( mp, my, mk)7

(k1)

where VMml. I is the cooperative payoff of core coalition CT( V) when all the members except those of the teams in
set My, ms, - have escaped from the coalition and join the same coalition as a whole to maximize their escape-payoft,
while members of other coalitions keep their coalition-choosing strategies unchanged in the virtual allied bargaining game
of player k; Y 6 k] (M, my, -, m, ) is the sum of the common payoffs of all the j-team subsets of set My, m,, ..., m, N

A ("~|)
k) is the sum of the escape-payoffs deriving from deviation

of all the core members of the & teams in set Mmh my, -, m 10 the virtual allied bargaining game of player k;.

the virtual allied bargalnmg game of player k;; Z

In the coalition situation t of the bargaining game in the virtual game of player k, the Nash equilibrium in the

bargaining game among teams m;, my, -- -, my about the distribution of the common payoff ki) (Myy o, - ) i:
«(k 1 ,\(k]) )
St =20 (Mg, om) 1= 1,2, K

That’s to say, the teams that belong to set My, m,, ..., m, Will get the same common payoff distribution.
So, in the virtual game of player k|, in some coalition situation ¢ of allied bargaining game I'X1) (M, {T;}, {)?l(k‘) })
c (ki)

of core coalition C;"'" on the distribution of the cooperative payoff surplus, the cooperative payoff surplus distribution

. ope ki) -
that some cooperative team m; can get from core coalition C;< D s:

] m ~ m
5}\(”];” = 5 Z e(kl)( m, mJ Z Z 9 kl m, mj, mk)+ +— G(kl)(Ml 2, )
mj=1 m,—l my=1
mj#m; mjFEm; mFmi

The total distribution that team m; can get is:

)?5'1;[1) Wm,CL (kl)Jri(n/;ll)

m
:Wmt Z 9 kl ml7"l] Z Z 9 kl mtamj7mk)+ = e(kl)(Ml 2, )
mjfl mjfl my=1
mﬂém, mﬂéml my#m;

If the coalitions centralize all the payoffs that their members get in the game to inhibit the opportunistic behaviors
in the distribution process, assume that information is symmetric after the game is completed, and that the above
assumption is common knowledge of all the players, in the virtual game of player k;, if the coalition situation
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k) = (ti(kl), t;<k1>, e t;(kl)) of the virtual bargaining game I'*1) (M, {T;}, {)?gm }) of player k; is feasible, and the
team-choosing strategy of each coalition member is the best response to the collective actions of other coalition members,
coalition situation #*(*1) = (IT(kI)7 t;(k‘), e t,f(k‘)
expected cooperative payoff distribution.
Theorem 12 If the coalitions centralize all the payoffs that their members get in the game to inhibit the opportunistic
behaviors in the distribution process, in information asymmetric cooperative game I'(N, {S;}, {u;}) with agreements
self-implemented, assume that information is symmetric after the game is completed, and that the above assumption is

) is called the coalition equilibrium under the criterion of maximum

common knowledge of all the players, in the virtual game of player ki, in allied bargaining game T'*1) (M, {T;}, {Xf.kl) })

of core coalition C;(k') there exists the (mixed strategic) coalition equilibrium under the criterion of maximum expected

cooperative payoff distribution:

i, if for any t;, fcl{kl) (i7 ti(ikl)) > k) (,1.7 t*(,kl)) :

l 1 —1

argmax fcﬁkl) (t,-, ti(,kl)) , if at least for a certain #; # i, kﬁk‘) (i, tf(.kl)) < )?fkl) (tl-, t*(,k‘)) .

At the same time, in the allied bargaining game I'*V)(M, {T;}, {)?ﬁkl)}) of core coalition C;(kl) there exists the

(mixed strategic) coalition equilibrium under the criterion of minimum expected escape-payoff too:

i i —i

i, if for any ¢;, wfk” (i7 ti(,k‘)> < wiko (fi, t*(_’ﬂ)) .

i i i —i i —i

argmin wikt) (t,-, ti“”) , if at least for a certain #; # i, wik) (i, t*(-kl)) > wik) (t,-, t*(-kl)) .

If the distribution schemes of all teams satisfy the competitive distribution condition, the coalition equilibrium under
the criterion of maximum expected cooperative payoff distribution is equivalent to the one under the criterion of minimum
expected escape-payoff.

The proof of Theorem 12 is omitted.

After the formation of coalition equilibrium ¢*, in coalition equilibrium ¢* of the bargaining game of core

c (k)
T

coalition C""/, let team set Myt s, o, m denote a subset of team set M* of core coalition C;(kl), which consists of

cooperative teams my, m5, -+, mp, My s, ... me © M*(k <m), the common payoff G(kl)(Mm»l«, ns, e, m;) of team set
My, s, ., m is defined as following:

c(ky)
Y Gk —C, k Ak Ak
G(k])(MmT,mE, ,_,7mz): A<41>1F) *7 o —Z f T ( l>_ze((2)l)(MmT,m;, m;)__zeéki)l)(MmT,mz, -4..m;§)7

3 . 1s the cooperative payoff of core coalition C;(k') when all the members except those of the teams in

%i(A ”12A mk
set My s, ..., m have escaped from the core coalition and join the same coalition as a whole to maximize their escape-

where ‘71‘(,1,( )
payoff, while members of other coalitions keep their coalition-choosing strategies unchanged in player k;’s virtual game;

~ )
Yy 68‘)‘ ) (M'"Tv ms, e, mZ) is the sum of the common payoffs of all the j-team subsets of set My, s, ., ms f‘zl Wm;( k) is

the sum of the escape-payoffs deriving from deviation of all the members of the k teams in set My s, ., -
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According to the distribution rule of common payoff (Chen [25]), in player k;’s virtual bargaining game of core
coalition C;(kl), the common payoff distribution that any cooperative team m; in team set My, s, .., e can get is:

Therefore, in player k;’s virtual bargaining game F<’">(M , AT}, {J’cfk‘) }) of core coalition C;(k‘) , the cooperative

payoff surplus distribution that some cooperative team m; of core coalition C;(k‘) can get is:

-1
D LN [N 1
fn;})zg 21 9<k1)(Mm?-,M§)+§ Zl 2’1 e(kl)(Mm?,m;,m,’;)+"'+%9(kl)(M1,2,---,m)~
mi= mi= mi=
mf#m:‘ mf;émf m%#’";

The total cooperative payoff distribution that cooperative team m; of core coalition CCT(kl) can get is:

mt—1
ek 1 mo 1 m J R 1~
=W, T2 Y 0y )3 Y X 0N My )+ 0O (),
! m;f=1 mj-:l my=1 m

Assume that information is symmetric after the game is completed, and that the above assumption is common

knowledge of all the players, now we can get the Nash equilibrium of core coalition CCT(k‘>’s allied bargaining game

oM, {1}, {fcl(k‘) }) on the distribution of the cooperative payoff, in the coalition equilibrium #* of the game in player
ki ’s virtual game.
Assume that in coalition equilibrium ¢* of the information asymmetric cooperative game with agreements self-
implemented, the public choice of strategic combination of core coalition CCT(k‘) is st(kl), and the actual public choices
T

of strategic combination of other core coalitions are denoted as s**TC(kl), the cooperative payoff actually obtained by core

T

coalition C?m after the game is completed is Vcc(kl)(s

T
be distributed by core coalition C;(k'). If information is symmetric among all the players after the game is completed,

and the estimations of all the members of core coalition CCT<kl> of the strategic combination choice of the core coalition

*% *xT

) S e )), this cooperative payoff is actually available to
eV ot

are correct, that is:

and accordingly,

Volume 6 Issue 4|2025| 5141 Contemporary Mathematics



*k *

cslia) = el

where SZC“]) is the best response of core coalition CCT(kl) to the strategic combination choices S**CTf(ku) of other core
coalitionsT. -

At this point, the distribution of the cooperative payoff vc;(’“) (sz;(kl), s**Tc<k1)> of core coalition C;(kl) will be

c(kr)

distributed according to the distribution rule in the information symmetric allied bargaining game of core coalition C7
(Chen [25]):

sk ’\_C;(kl)<kl> 1 - Sk 1 il ** ok
me*:W:* + Z 0 (Minf7mj) EY Z Z 5 m”m m)+ = 5 (MIZ )

; Z
2 m;‘«=1 3 m}f=1 mk=1
m; #my m}‘ #mi my L Fm
(kl) ) )
where W is the sum of escape-payoffs of all the members of cooperative team m {8**( i +), 5 (M, s, m ),
, 5**(M17 2, ..,m) are respectively the common payoffs of cooperative teams My, s My, mhom My, 2, ... m

c(ky)

By analyzing the first level, second level, ... bargaining games of core coalition C,"/, we can finally get the cooperative

payoff distribution x;* that any member k; of core coalition C clh)

If not all Judgments of the members of core coalition CT( v

can get.

of the public choices of strategic combination of other

. - (k1) . =
core coalitions are correct, then Szt(kl) #* s;(kl), core coalition C°T< g cooperative payoff Vc"(kl) (s’;‘,(kl)7 s**CTC<k1)) can
T T T T T

c(kr)

be regarded as the “cooperation” outcome of core coalition C;"' starting from strategic combination s* () and through
c

T
the misjudgments of core coalition C?k‘)’s public choice of strategic combination and the public choices of strategic

sk T

combinations of other core coalitions. The distribution of the cooperative payoff \A/CC“]) (s** W) S elwy) ) should be based
T _CT

e(k1)?
CT

on the distribution of the cooperative payoff VCC(,q) (s* (k) (k) ), with an additional distribution of the “cooperative”
T C —Cr

U ok wxT 7 * T o g el :
payoff Vc;("l) (SC;(/‘I) , S_C;(kn)) VC;(’”) (sC (k) S_C;_(kl >) which is caused by the misjudgment cooperation among the

" k
members of core coalition CCT( D,

c(ky)

The cooperative payoff distribution of any member k; of core coalition C"'/ in the misjudgment “cooperation” is:

m [Ij_l

Wk1+7 Z 5 Mklvq/ +7 Z Z Mkl,qqu)"' = 5*(M1 2, ,m)-
gj=1 g;i=1 q=1
qj#h qj;ékl 7k

(k1)

The total cooperative payoff distribution that cooperative team m of core coalition CCT obtains is:

M
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6. Conclusions

In this paper we have examined a one-shot information asymmetric cooperative game with agreements self-
implemented, investigated the virtual game of a player, the coalition formation and the bargaining game on the distribution
of the cooperative payoff of a coalition.

In the virtual game of a player, in each coalition situation ¢, he decides his optimal escape strategy under the criterion
of maximum expected cooperative payoff distribution on the basis of his estimation of the escape strategies of others.
However, his escape strategy itself is also a kind of information release. By analyzing a player’s n-level virtual games, we
can get his virtual game with information sets stable. Then, analyzing the virtual game of this player as the information
sets keeps stable level by level until a stable solution appears, we get the coalition equilibrium of the virtual game of this
player. Of course, due to different information sets, the coalition equilibria of the virtual games of different players are
different. However, the information transmission, communication, and negotiation between the players can ultimately
lead to the convergence of the coalition equilibria of the virtual games of all players.

Ignoring the opportunistic behaviors in the distribution process, assume that information is still asymmetric after the
game is completed, whether the coalition members are allied in the bargaining games or not, there exists no distribution
equilibrium in the bargaining game of a coalition. At the same time, there exists no coalition equilibrium in the information
asymmetric cooperative game with agreements self-implemented. Of course, this does not mean that there is no form of
cooperation in the game.

Ignoring the opportunistic behaviors in the distribution process, in an information asymmetric cooperative game with
agreements self-implemented, assume that information is symmetric after the game is completed, whether the coalition
members are allied in the bargaining games or not, there exists the distribution equilibrium in the bargaining game of
each coalition, and there exists the coalition equilibrium under the criterion of maximum expected cooperative payoff
distribution (when the members of each coalition trust each other) and also the coalition equilibrium under the criterion
of minimum expected escape-payoff deriving from deviation (when the members of each coalition trust each other) in
the game. If the distribution rule of each coalition meets the competitive distribution condition, the above two coalition
equilibria are equivalent.

Ignoring the opportunistic behaviors in the distribution process, when members are unallied in the bargaining game,
in the coalition equilibrium of the game (if it does exist), the distribution of a core coalition’s actual cooperative payoff
would be based on the distribution of the maximum cooperative payoff at the optimal strategic combination of this core
coalition when all its members judge the strategic combination of their coalition correctly, with an additional distribution
of the “cooperative” payoff caused by the misjudgment “cooperation” between its core members. When the core members
are allied in the bargaining games, there exists the coalition equilibrium under the criterion of minimum expected escape-
payoff, or the coalition equilibrium under the criterion of minimum expected escape-payoff which is equivalent to the
former. In the bargaining game among the allied teams of a core coalition, the distribution of the coalition’s actual
cooperative payoff should similarly be based on the distribution of the maximum cooperative payoff at the optimal
strategic combination of the coalition when all the teams judge the strategic combination of their coalition correctly, with
an additional distribution of the “cooperative” payoff caused by the misjudgment “cooperation” between all the teams.

When coalitions centralize all the payoffs that their members get in the game to prevent opportunistic behaviors in the
distribution process, the escape payoff deriving from deviation of a player, the cooperative payoff of his target coalition,
and his marginal contribution to the target coalition will change when he escapes through deviation from the coalition he
belongs to. However, by similar analysis, the coalition equilibrium of the game and the condition for its existence, as well
as the distribution equilibrium of the cooperative payoff of a coalition under the coalition equilibrium are similar to those
when opportunistic behaviors in the distribution process are ignored.
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