Econ Theory (2011) 47:175-188
DOI 10.1007/500199-010-0530-5

RESEARCH ARTICLE

Axiomatizations of two types of Shapley values
for games on union closed systems

René van den Brink - Ilya Katsev -
Gerard van der Laan

Received: 16 June 2009 / Accepted: 4 March 2010 / Published online: 8 April 2010
© The Author(s) 2010. This article is published with open access at Springerlink.com

Abstract A situation in which a finite set of players can obtain certain payoffs by
cooperation can be described by a cooperative game with transferable utility, or simply
a TU-game. A (single-valued) solution for TU-games assigns a payoff distribution to
every TU-game. A well-known solution is the Shapley value. In the literature various
models of games with restricted cooperation can be found. So, instead of allowing all
subsets of the player set N to form, it is assumed that the set of feasible coalitions
is a subset of the power set of N. In this paper, we consider such sets of feasible
coalitions that are closed under union, i.e. for any two feasible coalitions also their
union is feasible. We consider and axiomatize two solutions or rules for these games
that generalize the Shapley value: one is obtained as the conjunctive permission value
using a corresponding superior graph, the other is defined as the Shapley value of a
modified game similar as the Myerson value for games with limited communication.

We thank two referees for their useful comments. This research was partly carried out while the second
author was visiting the Tinbergen Institute, VU University Amsterdam, on NWO-Grant 047.017.017
within the framework of Dutch—Russian cooperation. This author was also financially supported by the
RFBR Grant 09-06-00155.

R. van den Brink (<) - G. van der Laan

Department of Econometrics, Tinbergen Institute,

VU University, De Boelelaan 1105, 1081 HV Amsterdam,
The Netherlands

e-mail: jrbrink @feweb.vu.nl

G. van der Laan
e-mail: glaan@feweb.vu.nl

1. Katsev

St. Petersburg Institute for Economics and Mathematics,
Russian Academy of Sciences, Tchaikovsky st. 1,

St. Petersburg 191187, Russia

e-mail: katsev@yandex.ru

@ Springer



176 R. van den Brink et al.

Keywords TU-game - Restricted cooperation - Union closed system -
Shapley value - Permission value - Superior graph

JEL Classification C71

1 Introduction

A cooperative game with transferable utility, or simply a TU-game, is a finite set of
players and for any subset (coalition) of players a worth representing the total payoff
that the coalition can obtain by cooperating. A (single-valued) solution is a function
that assigns to every game a payoff vector which components are the individual pay-
offs of the players. One of the most applied solutions for cooperative TU-games is the
Shapley value (Shapley (1953)), which is applied to economic allocation problems
in, e.g. Graham et al. (1990), Maniquet (2003), Chun (2006), Tauman and Watanabe
(2007), van den Brink et al. (2007), Bergantifios and Lorenzo-Freire (2008), and Ligett
et al. (2009).

In its classical interpretation, a TU-game describes a situation in which the play-
ers in every coalition S of N can cooperate to form a feasible coalition and earn
its worth. In the literature various restrictions on coalition formation are developed.'
For example, in Myerson (1977) a coalition is feasible if it is connected in a given
(communication) graph. In this paper, we consider games in which the collection of
feasible coalitions is closed under union, meaning that for any pair of feasible coali-
tions also their union is feasible. A well-known example of a union closed system is an
antimatroid.> An example of an antimatroid is an acyclic permission structure where
players need permission from (some of) their superiors in a hierarchical structure
when they want cooperate with others. Since the concept of union closed system is
more general than the notion of antimatroid, games on union closed systems are more
general than the games on antimatroids as considered in Algaba et al. (2003, 2004),
and, therefore, also more general than the games with acyclic permission structure,
considered in Gilles et al. (1992), van den Brink and Gilles (1996), Gilles and Owen
(1994) and van den Brink (1997).

In this paper, we define and axiomatize two solutions for games on union closed
systems. The first solution is based on games with a permission structure, the other
directly applies the Shapley value to some restricted game. Both solutions general-
ize the Shapley value in the sense that they are equal to the Shapley value when the
union closed system is the power set of player set N. First, we apply a method similar
as Myerson (1977) to define a solution for games on union closed systems which
generalizes the Shapley value for games on antimatroids as axiomatized in Algaba et
al. (2003). To do so, a modified or restricted game is defined. This game is obtained
by assigning to any non-feasible coalition the worth of its largest feasible subset.

! Fora survey we refer to Bilbao (2000).

2 A collection of feasible coalitions A - 2N s an antimatroid if, besides being union closed and containing
@, it satisfies accessibility meaning that S € A implies that there is a player i € S such that S\{i} € A, see
Dilworth (1940).
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Shapley values for games on union closed systems 177

By union closedness, this largest feasible subset is unique. Then the union rule for
games on union closed systems is defined as the Shapley value of this restricted game.

To define the second solution, we define for a union closed system its corresponding
superior graph. This is the directed graph that is obtained by putting an arc from player
i to player j if every feasible coalition containing player j also contains player i. We
then consider the game with permission structure induced by this superior graph, and
define the superior rule as its conjunctive permission value.

This paper is organized as follows. Section 2 is a preliminary section on coopera-
tive TU-games and games with a permission structure. Section 3 introduces the two
solutions for games on union closed systems and in Sect. 4 we provide axioms that
can be satisfied by solutions for games on union closed systems. In Sect. 5, we give an
axiomatization of the superior rule for games on union closed systems, and in Sect. 6
we axiomatize the union rule. Section 7 contains concluding remarks.

2 Preliminaries
2.1 TU-games

A situation in which a finite set of players can obtain certain payoffs by cooperating can
be described by a cooperative game with transferable utility, or simply a TU-game,
being a pair (N, v), where N = {1, ..., n} is a finite set of n players and v: 2V LR
is a characteristic function on N such that v(¢J) = 0. For any coalition £ C N, v(E)
is the worth of coalition E, i.e., the members of coalition E can obtain a total payoff of
v(E) by agreeing to cooperate. Since we take the player set N to be fixed, we denote
the game (N, v) just by its characteristic function v. We denote the collection of all
characteristic functions on N by GV and n = |N| denotes the cardinality of N. A
game v € G is monotone if v(E) < v(F) forall E € F € N.We denote by QAA,; the
class of all monotone TU-games on N.

A payoff vector for a game is a vector x € R” assigning a payoff x; toeveryi € N.
In the sequel, for E € N we denote x(E) = >, <g Xi- A (single-valued) solution f
is a function that assigns to any v € G a unique payoff vector. The most well-known
(single-valued) solution is the Shapley value given by

z (NI = EDIIE] = 1)!

Sh; (v) = N “(v(E) — v(E\{i})) foralli e N.

{ECN|icE}

For each non-empty T € N, the unanimity game ur is given by ur(E) = 1
if T € E, and ur(E) = 0 otherwise. It is well known that the unanimity games
form a basis for GV. For every v € GV it holds that v = > 7cy Ay(T)ur, where

T#0

Ay(T) =Y per(=DTI7IEIY(E) are the Harsanyi dividends, see Harsanyi (1959).

2.2 Cooperative games with a permission structure

A game with a permission structure on N describes a situation where some players in
a TU-game need permission from other players before they are allowed to cooperate
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178 R. van den Brink et al.

within a coalition. Formally, a permission structure can be described by a directed
graph on N. A directed graph or digraph is a pair (N, D) where N = {1,...,n}isa
finite set of nodes (representing the players) and D € N x N is a binary relation on N.
In the sequel we simply refer to D for a digraph (N, D) and we denote the collection
of all digraphs on N by DV . Fori € N the nodesin Sp(i) :={j € N | (i, j) € D}are
called the successors of i, and the nodes in Pp(i) :={j € N | (j,i) € D} are called
the predecessors of i. By Sp (i) we denote the set of successors of i in the transitive clo-
sureof D,ie., j € Sp (i) if and only if there exists a sequence of players (h1, ..., ;)
suchthath1 =1, hi41 € SD(hk) foralll <k <r—1,andh, = j. Further forT C N,
we denote SD(T) = Ujer SD (7). We call digraph D acyclic ifi ¢ SD (i) foralli € N.
Note that acyclicity of a digraph D implies that D is irreflexive, i.e., (i, i) ¢ D for all
i € N, and that D has at least one node that does not have a predecessor.

A tuple (v, D) with v € GV a TU-game and D € DV a digraph on N is called a
game with a permission structure. In this paper, we follow the conjunctive approach
as introduced in Gilles et al. (1992) and van den Brink and Gilles (1996) in which it is
assumed that a player needs permission from all its predecessors in order to cooperate
with other players.? Therefore, a coalition is feasible if and only if for any player in
the coalition all its predecessors are also in the coalition. So, for permission structure
D the set of conjunctive feasible coalitions is given by

={EC N|Pp(i)CE foralli € E}.

Forany E € N, let 55,(E) = U{peas,rer) E = E\Sp(N\E) be the largest

conjunctive feasible subset of E in the collection @5).4 Then, the induced restricted
game of the pair (v, D) under the conjunctive approach is the game Ff)’ D: 2V S R,
given by

7, p(E) =v(@p(E)) forall EC N,
i.e., the restricted game r¢ v, p assigns to each coalition E € N the worth of its largest
conjunctive feasible subset of E. Then the conjunctive permission value ¢ is the
solution that assigns to every game with a permission structure the Shapley value of

the restricted game, thus

¢°(v, D) = Sh(ry, p)-

3 Solutions for games on union closed systems

We consider tuples (v, 2), where v is a TU-game on player set N and € 2V is a
collection of subsets of N. We call such a tuple a game with limited cooperation. In

3 Asan alternative, Gilles and Owen (1994) and van den Brink (1997) consider the disjunctive approach,
where it is assumed that a player needs permission to cooperate of at least one of its predecessors (if it has
any).

4 This largest feasible subset is unique since de is closed under union, see Definition 1.
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Shapley values for games on union closed systems 179

such a game the collection of subsets €2 restricts the cooperation possibilities of the
playersin N. A set S C N of players can attain its value v(S) if S§ € Q. When S ¢ Q
then not all players are able to cooperate within S, so that v(S) can not be realised.
We say that a coalition S € 2% is feasible if S € Q. In this paper, we only consider
sets of feasible coalitions that are closed under union.

Definition 1 A collection £ 2V is a union closed system of coalitions if

1. U,NeQ,
2. IfS, TeQthenSUT € Q.

Notice that Q = {#J, N} is the smallest union closed system and that Q = 2V is the
largest one. Also notice that every antimatroid is a union closed system by definition.
Also the collection of conjunctive feasible coalitions of a permission structure is union
closed (see Gilles et al. 1992) and this collection is an antimatroid when the permission
structure is acyclic (see Algaba et al. 2004).

We assume that the ‘grand coalition’ N is feasible for notational convenience. The
results in this paper can be modified to hold without this assumption if in the axioms
we distinguish between players that belong to at least one feasible coalition and those
that do not belong to any feasible coalition. Note that by condition 2 in Definition 1
the ‘grand coalition’ is feasible if every player belongs to at least one feasible coa-
lition. So, instead of assuming that N € Q we could do with the weaker normality
assumption stating that every player belongs to at least one feasible coalition. In the
sequel we denote the collection of all union closed systems in 2V by CV.

A solution for games on union closed systems is a function f that assigns a payoff
distribution f(v, Q) € R" to every v € GV and Q@ € CV. In the following, we
introduce two solutions.

For a tuple (v, ), let 6 : 2V —  be given by

)= |J E

{EeQ|ECS]}

i.e., oq(S) is the largest feasible subset of S in the system €2. By union closedness
this largest feasible subset is unique. Then the restricted game r, o € GV of (v, Q) is
defined by

rv,(8) = v(oa(s)),

and thus assigns to each coalition S € N the worth of its largest feasible subset. Notice
that when v is monotone, it holds that for every Q € C¥ also the restricted game r, o
is monotone, since S € T implies that 0o (S) € oq(T). Now, the first solution is
the union rule, which is defined similar as the Myerson rule for games with limited
communication in Myerson (1977) and the Shapley value for games on antimatroids
in Algaba et al. (2003). The union rule, denoted by U, is given by

Ui(v, Q) = Shi(ry,) foralli € N,

i.e., the union rule assigns to every (v, 2) the Shapley value of the restriced game r, q.
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The second solution applies the conjunctive permission value to a digraph asso-
ciated with the union closed system, called the superior graph. For a union closed
system € CV, the associated superior graph is the graph that assigns an arc from a
player i to a player j if and only if every feasible coalition containing player j also
contains player i. So, the arcs can be seen as some kind of dominance relation in the
sense that a player is a subordinate of another player if it ‘needs’ the other player to
be in a feasible coalition. For two players i, j € N,i # j, player i is a superior of
player j in Q € CV,if i € S forevery S € Q with j € S. In that case we call player
J asubordinate of player i.

Definition 2 For € CV, the superior graph of  is the directed graph D$* € DV
with

D% ={(i, j) € N x N | i is superior of j in £}.

Notice that i is a subordinate (superior) of j in Q € CV if and only if i is a successor
(predecessor) of j in D2, The next corollary is straightforward.

Corollary 1 Let Q € CN. If i is a superior of j in Q, and k is a superior of i in <,
then k is a superior of j in Q.

Having constructed the superior graph D of a union closed system 2, we consider
now the set of feasible coalitions of the permission structure D®* according to the
conjunctive approach, and we denote this collection of coalitions by % = QDCDQ.

Proposition 1 For Q € CV it holds that Q@ € £%.

Proof Let § € Q. By definition of superior it holds that S includes all superiors of i
for every i € S.On the other hand it holds that (j, i) € D if and only if ; is superior
of i,i € S. It follows that S is feasible for the permission structure D according to
the conjunctive approach. Hence € £%. O

The superior rule, denoted by SUP, is the solution for games on union closed
systems given by

SUP; (v, Q) = ¢f (v, D?) = Sh; 7 o) foralli € N,

i.e., the superior rule assigns to every (v, 2) the conjunctive permission value of the
game v with the induced permission structure D*. The following example shows that
the union and superior rule are different.

Example 1 Consider the tuple (v, 2) on N = {1, 2, 3,4} with game v = u(3y and
union closed system 2 = {@, {1, 2}, {1, 3}, {3, 4}, {1, 2, 3}, {1, 3,4}, {1, 2, 3, 4}}. The
restricted game r, g is given by r, o = u1,3) + u(3,4) — u{1,3,4}, and thus the union
rule gives payoff vector U (v, ) = Sh;(ry.q) = (%, 0, % %).

On the other hand, the superior graph is given by DS = {(1,2), (3,4)}, and the
corresponding restricted game under the permission structure is given by Fg’ pe =

u3y = v. It follows that SUP (v, 2) = Shi(Fv pe) =(0,0,1,0).
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4 Axioms

In this section, we state several axioms that can be satisfied by solutions for games
on union closed systems. The first five axioms are generalizations of axioms used
to axiomatize the conjunctive permission value in van den Brink and Gilles (1996)
and the Shapley value for games on poset antimatroids in Algaba et al. (2003). First,
efficiency states that the total sum of payoffs equals the worth of the ‘grand’ coalition.

Axiom 1 (Efficiency) For every game v € GV and union closed system € CV, we
have >,y fi(v, Q) = v(N).

Additivity is a straightforward generalization of the well-known additivity axiom
for TU-games.

Axiom 2 (Additivity) For every pair of cooperative TU-games v, w € GV and union
closed system 2 € CVN, we have fw+w, Q)= f, Q)+ f(w, Q).

Next, we introduce a generalization of the inessential player property stating that
a null player in v whose subordinates in 2 are all null players in v, earns a zero
payoff. We say that player i € N is inessential in (v, Q) if v(E U {j}) = v(E) for all
j € {i}USpa(i)and E € N\{j}. Forv € GV and @ € CV, we denote by I (v, Q)
the set of all inessential players in (v, €2).

Axiom 3 (Inessential player property) For every game v € GV and union closed
system 2 € CN, we have that filv, Q) =0foralli € I(v, 2).

The next axiom generalizes the necessary player property (which holds for mono-
tone TU-games) in a straightforward way, stating that a necessary player in a monotone
game earns at least as much as any other player, irrespective of the coalitions in the
union closed system. A player i € N is necessary in game v if v(E) = 0 for all
E C N\{i}.

Axiom 4 (Necessary player property) For every monotone game v € QZ and union
closed system 2 € CV, we have fiv, Q) > fij(v, Q) forall j € N,wheni € Nisa
necessary player in v.

Finally, structural monotonicity is generalized using the superior graph, stating that
whenever player i is a superior of player j in the union closed system and the game
is monotone, then player i earns at least as much as player j.

Axiom 5 (Structural monotonicity) For every monotone game v € gﬁ and union
closed system Q2 € CV, we have fiw, Q) > fi(v,Q)ifi € Nand j € Spa(i).

In the next section, we show that the superior rule is characterized by these five
axioms. The union rule satisfies these axioms except the inessential player property.’

5 Consider, for instance, Example 1. Since D =
by I (v, ) = {1, 2, 4}. However, U (v, Q) = (%, 0,
satisfied.

{

2), (3,4)}, the set of inessential players is given

(1,
%, %) and thus the inessential player property is not
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However, the union rule satisfies the weaker axiom requiring zero payoffs for ines-
sential players only in games where the worth of any coalition equals the worth of its
largest feasible subset.®

Axiom 6 (Inessential player property for union closed games) For every game v € GV
and union closed system 2 € CN such that v(E) = v(oq(E)) forall E C N, it holds
that f; (v, Q) = 0 forevery i € I (v, Q).

Of course, also the superior rule satisfies this weaker axiom. Finally, we introduce
another axiom that is satisfied by the union rule but not by the superior rule. It states
that the payoffs only depend on the worths of feasible coalitions.

Axiom 7 (Independence of irrelevant coalitions) For every pair of cooperative TU-
games v, w € GY and union closed system 2 € CN, we have f, Q) = f(w, Q)
whenever v(E) = w(E) forall E € Q.

To show that this axiom is not satisfied by the superior rule, consider again Example 1
and let game w be given by w = ry, q. Obviously w(E) = v(E) for all E € Q. Since
the superior graph is given by D® = {(1, 2), (3, 4)}, we have that Fz’DQ =upEy="v
and 7160’1)9 = uq13) + uE4 — up,3,4 = w. Then SUP(v, 2) = (0,0,1,0) and

SUP(w, Q) = (%, 0, %, %), so the axiom is not satisfied. In Sect. 6 we show that the

union rule is characterized by the latter two axioms together with the first four axioms.

5 Axiomatization of the superior rule

The following theorem characterizes the superior rule for games on union closed
systems.

Theorem 1 A solution f for cooperative games on union closed systems is equal to
the superior rule SUP if and only if it satisfies efficiency, additivity, the inessential
player property, the necessary player property and structural monotonicity.

Proof First, the superior rule satisfies the five axioms. By efficiency of the conjunc-
tive permission value (i.e., ;. y ¢¢ (v, D) = v(N) for every v € GV and D € DV)
we have that 3,y SUP:i (v, Q) = X ;e ¢F (v, D) = v(N), showing that the supe-
rior rule satisfies efficiency. Additivity, the inessential player property, the necessary
player property and structural monotonicity follow from the corresponding axioms of
the conjunctive permission value for games with a permission structure, see van den
Brink and Gilles (1996, Theorem 3.6).

The proof of uniqueness follows similar steps as the uniqueness proof for the con-
junctive permission value in van den Brink and Gilles (1996, Theorem 3.6). Suppose
that solution f satisfies the five axioms. Let vg be the null game given by vo(E) = 0
for all E € N. The inessential player property then implies that f; (vo, €2) = O for all
i €N.

6 Note that the union rule satisfies the stronger property requiring zero payoffs for all null players in games
v such that v(E) = v(oq(E)) forall E C N.

@ Springer



Shapley values for games on union closed systems 183

Now, consider a union closed system €2 and game wr = crur, for some cy > 0
and @ # T < N. Note that wr € G AA,; We distinguish the following three cases with
respecttoi € N:

1. Ifi € T then the necessary player property implies that there exists a c* € R such
that f; (wr, Q) = c*foralli € T, and f;(wr, Q) < c*foralli € N\T.

2. Ifi e N\T and T N ({i} U Spa(i)) # ¥ then structural monotonicity implies that
fitwr, Q) > fj(wr, Q) forevery j € T N ({i} U Spa(i)), and thus with case 1
that f;(wr, Q) = c¢*.

3. Ifi e N\T and T N ({i} U Spa(i)) = @ then the inessential player property
implies that f;(wr, Q) = 0.

From 1 and 2 follows that f;(wr, 2) = ¢* fori € T U Ppa(T). Efficiency and
3 then imply that X", _y fi(wr, Q) = |T U Ppa(T)|c* = cr, implying that ¢*, and
thus f(wr, 2), is uniquely determined.

Next, consider (wr, 2) with wr = crur for some ¢ < O (and thus we can-
not apply the necessary player property and structural monotonicity since wr is not
monotone). Since —w7p = —crur with —cy > 0, and vg = wy + (—wr), it follows
from additivity of f that f(wr, Q) = f(vo, Q) — f(—wr, Q) = — f(—wr, Q) is
uniquely determined because —w7 is monotone.

Finally, since every characteristic function v € GV can be written as a linear combi-
nation of unanimity games v = >,y Ay (Dur (with A, (T') the Harsanyi dividend
of coalition T'), additivity uniquely determines f(v, Q) = > ren (A (Dur, Q)
forany v € GV and Q € CV. i

We conclude this section by showing that the five axioms stated in Theorem 1 are
logically independent.

1. The solution that assigns to every game on union closed system simply the Shap-
ley value of game v, i.e., f(v, Q) = Sh(v), satisfies efficiency, additivity, the
inessential player property and the necessary player property. It does not satisfy
structural monotonicity.

2. Forve GV and Qe CV, letv € GV be given by U(E) = v({J;cpli} U Spa(i))
for all E € N. The solution f(v,2) = Sh(v) satisfies efficiency, additivity,
the inessential player property and structural monotonicity. It does not satisfy the
necessary player property.

3. The equal division solution given by f;(v, 2) = v\(1<7V|) for all i € N, satisfies
efficiency, additivity, the necessary player property and structural monotonicity.
It does not satisfy the inessential player property.

4. The equal division over essential players, given by

) o
f,’(U Q): |N\UI(—U,SZ)| lfIEN\I(U,Q)
’ 0 ifi € I(v, ),

satisfies efficiency, the inessential player property, the necessary player property
and structural monotonicity. It does not satisfy additivity.

@ Springer



184 R. van den Brink et al.

5. The zero solution given by f; (v, ) = Oforalli € N satisfies additivity, the ines-
sential player property, the necessary player property and structural monotonicity.
It does not satisfy efficiency.

6 Axiomatization of the union rule

As mentioned in Sect. 4, all axioms that are used to characterize the superior rule in
Theorem 1 are also satisfied by the union rule, except the inessential player property.
Instead, it satisfies the weaker inessential player property for union closed games and
independence of irrelevant coalitions. Replacing in Theorem 1, the inessential player
property by the weaker inessential player property for union closed games, and add-
ing independence of irrelevant coalitions, characterizes the union rule. In that case
we can do without structural monotonicity. To prove this characterization, we use the
following lemma. For @ € CV and T € N, we define Q7 = {H € Q| T C H} as
the set of feasible coalitions containing coalition 7.

Lemma 1 For every Q € CN,T C N and ¢ € R, there exist numbers Sy € R, H €
Qr, such that rey, @ = ZHEQT SHupy.

Proof Consider Q2 € CNTCNandc e R IfT € Qthen T € Qr, and we have
or =canddy =O0forall H € Q7\{T}.If T ¢ 2, then define

T'={HeQ|TCHandthereisno Z € Qsuchthat T C Z C H}

and, recursively, for k > 2
T" = [He§2|TCHandZeul;_:llT”foraHZeQwithTCZCH}.

Since N is finite there exists an M < oo such that 7% = ¢ for all k € {1,... M},
TM+ — Gand U;{W:l T* = Q7. Since by definition TENT! = Gforallk,] € N, we
have that 7', ..., 7™ is a partition of the set {H € Q | T C H} of feasible coalitions
containing non-feasible coalition 7. (Note that this set equals 27 since T ¢ 2.) Then
8y = cforall H € T! and, recursively fork = 2, ..., M, the numbers §y, H € Tk,
are determined by

Sy + Z Sz =c.
{zcH|zeUlZ] T
]

Theorem 2 A solution f for cooperative games on union closed systems is equal to
the union rule U if and only if it satisfies efficiency, additivity, the inessential player
property for union closed games, the necessary player property and independence of
irrelevant coalitions.
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Shapley values for games on union closed systems 185

Proof We first prove that U satisfies the five axioms. Let v € GV and Q € CV.

1.

2.

By efficiency of the Shapley value and oo(N) = N, we have D ;. Ui(v, Q) =
> ien Shi(ry,0) = v(N), showing that U satisfies efficiency.

Additivity of the Shapley value and the fact that r, (S) +ry.Q(S) = v(oQ(S)) +
w(oQ(S)) = (v+ w)(0q(S)) = rytw.(S) forall S € N, imply fori € N that
Ui(v, Q)+ Ui(w, Q) = Shi(ry,@) +Shi(ry, pe) = Shi(ryrw.) = Ui(v+w, Q),
showing that U satisfies additivity.

U satisfying the inessential player property for union closed games follows directly
from the null player property of the Shapley value.

Let v be a monotone game on N. Since S € T implies that 0o (S) C 0q(T), by
monotonicity of v we have that r, o is a monotone game on N. The necessary
player property then follows from the necessary player property of the Shapley
value.

If v(S) = w(S) forall S € Q, then r, g = ry @, showing that the union rule U
satisfies independence of irrelevant coalitions.

To prove that the five axioms characterize a unique solution, let @ € CV and

consider v = cut for some c € Rand @ # T C N. We distinguish two cases.

1.

Let T € ,ie., T is feasible. Then roy, o = cur. From the necessary player
property it follows that there exists a ¢* € R such that f;(cur, ) = ¢* for all
i € T.Sincei € N\T is a null player in cur, and cur(E) = cur(oq(E))
for all E C N (since T € €2), the inessential player property for union closed
games implies that f;(cur, 2) = 0 for all i € N\T. Then efficiency implies that
c* = filcur, Q) = ICTI foralli € T, and thus f(cur, €2) is determined.
Suppose that T & €2, i.e., T is not feasible. Recall that Q7 = {H € Q | T C
H} is the collection of feasible subsets of N that contain 7. (Note that 7 ¢&
Q7 since T ¢ Q.) By Lemma 1 there exist numbers g, H € Qr, such that
Teup,Q = ZHEQT Spup. Since cur (E) = reyy (E) forall E € ©, by indepen-
dence of irrelevant coalitions it then follows that f(cur, Q) = f(reur. @, 2) =
f(ZHeQT Syup, $2). By additivity we then have that

fleur, @ =f | D Suun, 2| = D fGnun, Q.

HeQr HeQr

Since all H € Qr are feasible in €2, we know from case 1 that f(§yupy, 2) is
uniquely determined forevery H € Qr.Thus, f(cur, Q)= ZHEQT fpup, Q)
is uniquely determined.

Finally, it follows that additivity uniquely determines f(v, ) = ZTQ N

F(A(T)ur, Q) forevery v e GV, O

Also the axioms of Theorem 2 are logically independent as shown by the following

alternative solutions.
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1. The superior rule satisfies efficiency, additivity, the inessential player property for
union closed games and the necessary player property. It does not satisfy inde-
pendence of irrelevant coalitions.

2. The solution that assigns to every game on union closed system the weighted
Shapley of the restricted game r, o for some exogenous weight system o € R”
with w; # w; for some i, j € N, satisfies efficiency, additivity, the inessential
player property for union closed games and independence of irrelevant coalitions.
It does not satisfy the necessary player property.

3. The equal division solution given by f;(v, 2) = v\(lifvl) for all i € N, satisfies
efficiency, additivity, the necessary player property and independence of irrele-
vant coalitions. It does not satisfy the inessential player property for union closed
games.

4. The equal division over non-null players, given by

) o
fi(v, Q) _ W\I\}}WTQ)\ ifi € N\Null(v, Q)
0 if i € Null(v, 2),

where Null(v, €2) denotes the set of null players in the restricted game r, g, satis-
fies efficiency, the inessential player property for union closed games, the neces-
sary player property and independence of irrelevant coalitions. It does not satisfy
additivity.

5. The zero solution given by f;(v, 2) = 0 for all i € N satisfies additivity, the
inessential player property for union closed games, the necessary player property
and independence of irrelevant coalitions. It does not satisfy efficiency.

7 Concluding remarks

In this paper, we introduced two generalizations of the Shapley value to games on
union closed systems. The superior rule applies the conjunctive permission value to
an associated game with permission structure, while the union rule is obtained as
the Shapley value of the restricted game. Both rules satisfy efficiency, additivity, the
inessential player property for union closed games, the necessary player property and
structural monotonicity. We obtain an axiomatization of the superior rule by strength-
ening the inessential player property for union closed games to the stronger inessential
player property. This stronger property is not satisfied by the union rule. We obtain a
characterization of the union rule by adding independence of irrelevant coalitions. In
that case we can do without structural monotonicity.

As mentioned in Sect. 3, both the superior and the union rule can also be defined
and axiomatized without assuming in Definition 1 that the ‘grand coalition’ N is fea-
sible. By condition 2 in that definition, the players that do not belong to the largest
feasible subset of N do not belong to any feasible coalition. Referring to these players
as irrelevant players, we can define the superior rule and the union rule by applying
these two rules to the game and union closed system restricted to R(2) = {i € N |
there is an § € Q with i € S}, and assigning zero payoff to all irrelevant players.
The two rules can be axiomatized for such situations by requiring the axioms for the
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relevant players, and by adding the irrelevant player property stating that irrelevant
players get zero payoff.

The axioms discussed in this paper all are applied to a fixed union closed system €2.
Myerson (1980) characterized the Myerson rule for conference structures using fair-
ness. A straightforward modification of the fairness axiom in Myerson (1977, 1980)
states that deleting a feasible coalition S € €2, such that 2\{S} is still union closed,
changes the payoffs of players in S by the same amount. The superior rule does not
satisfy this fairness, but the union rule does. However, the union rule is not the only
solution for games on union closed systems that satisfies (component) efficiency, fair-
ness and the irrelevant player property.” Axiomatizations using axioms that require
us to allow to change the set of feasible coalitions, such as fairness, will be studied in
future research.

Another point we like to mention is that the notion of conference structure does
not put any condition on the collection of feasible sets, i.e., a conference structure is
an arbitrary collection of subsets of N. However, by Myerson (1980)’s definition of
connectedness, every single player is connected and thus earns its own worth in the
restricted game. So, even if a singleton does not belong to the conference structure, a
single player earns its worth in the restricted game. This differs from our approach,
in which ry o({i}) = v({i}) if {i} € @, and r, o({i}) = O otherwise. Alternatively,
in line with Myerson (1980) we could always take r, o ({i}) = v({i}) irrespective of
whether {i} is feasible or not. Because of Myerson’s definition of connectedness and
thus the restricted game, it does not matter whether a conference structure does or
does not contain {i} for any i € N. Consequently, an arbitrary conference structure F
yields the same Myerson rule payoffs as the conference structure 7 U {{i} | i € N},
obtained from F by adding all singleton coalitions.® This does not hold for the class
of union closed systems. When adding all singleton coalitions to a union closed sys-
tem €2, the resulting collection of coalitions 2 U {{i} | i € N} is not a union closed
system anymore, since by condition 2 of Definition 1, the unique union closed system
containing all singletons is the collection = 2V,

Open Access This article is distributed under the terms of the Creative Commons Attribution Noncom-
mercial License which permits any noncommercial use, distribution, and reproduction in any medium,
provided the original author(s) and source are credited.
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