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Errata
Page 3, line -8: Replace “Moreover, if x,y € R"” with “Moreover, if x,y € R”.

Page 4, line -14: Replace “the sets of superior and inferior gap extremes” with “the sets of
inferior and superior gap extremes”.

Page 22, line 5: Replace “Quasi-concavity implies concavity” with “Quasi-concavity is im-
plied by concavity”.

Page 22, line 10: The assumption on the A; sets in Proposition 2.2.2 should read:
i) A;is a nonempty, convex, and compact subset of R".

Page 33, line -1 and Page 34, line 1: Replace “(2,1), (1/2,1/2), and (2,1)” with “(2,1),
(1/2,1/2), and (1,2)".

Page 52, footnote 20: In the definition of P1, replace “x € R” with “x € R!”.
Page 64, line -11: Replace “= 0 > 0” with “> 0”.

“u_or

Page 77, statement of Theorem 2.11.1: Replace “s;” with “s7” ini) and “s” with

“s*” in ii).
Page 77, line 1 in proof of Theorem 2.11.1: Replace “p(A)” with “p(a)”.

Page 79, line -2: Replace “77(w1) = Ly, 7 (w2) = 17 (w3) = Ry” with “1f(w1) = Ry,
T (w2) = 7 (w3) = L1”.

Page 86, line 16: Replace “p;(a) := z(a)p;(a |p,4))” with “p;(a) := z(P;(a))pi(a |p,(a)), where
z(Pi(a)) == Lacp,(a) 2(2)".

Page 88, line 5: Replace “{r'};c; C R"” with “{r;};c; C R”.
Page 89, line 4: Replace “either R is not contained in” with “either R is contained in”.
Page 90, lines 11-12: Replace “interior of S” with “interior of A”.

Page 92, line 9: Replace “x € R"” with “x € §”.



Page 109. Proof of Kuhn Theorem. There is an abuse of notation in the definition of ex-
pression s;(a; |x). In order to prevent some confusion it may cause, the second and
third paragraphs of the proof, along with the equation contained between them, may
be rewritten as follows:

Now, we prove that p(c,x,s) does not depend on s_;. Moreover, we also
show that, if x, € w € W, then p(c, x,s) = p(c,%,s). Given a; € A;, let
s(a;|x) be the probability that 4; is being played conditional on x having
been reached. Given £ € X, let A;(£) C A; be the set of pure strategies of
player i that select the choices on the path to £.1° Then,

<ZﬁieAi(x) si(ai))/r’(x,s) = Taea 51 i € Ai(x)

s(ai|x) =

0 otherwise.

Note that s(a; |x) is independent of s_;. Moreover, since p(c,x,s) can be
written as Y. ¢ 4, (x) Si(4i |x), it is also independent of s_;. Let x, £ € w € W;.
The choices of i on the path to x are the same as the choices of i on the
path to £ because of the perfect recall assumption. Then, for each a; € A;,
s(a;|x) = s(a; |3) and, hence, p(c, x,s) = p(c, %, s).

1%More formally, A;(£) = A;\{4; € A; : foreach§ ; € S_;, p(%,(5_;,8;)) = 0}.

Page 109, line -16: Replace “an arbitrary node of w;” with “an arbitrary node of w”.

Page 114, Figure 3.3.5 b): The entry in the position (2, 1) of the table, corresponding to the
strategy profile (MH, MM), should be (65,75) instead of (75, 65).

Page 116, Remark 3.3.1, line 5: “p(w,b) > 0” should read “p(w, (b_;,b;)) > 0.

Page 118, Example 3.4.1: The three instances of A should be replaced with Y to be consis-
tent with the representation of the game in Example 3.3.5 and Figure 3.3.6.

Page 123, line -4: Replace “b; at x” with “b; at £”.

Page 145, lines 6-7: Replace “a continuum of actions” with “an infinite number of ac-
tions”.

Page 181, lines 9-10: The sentence after “i.e.,” in Proposition 4.4.1 should read “for each
i_; € A_;and each 4; € A;, all(a_;al") > 0ll(a_; a;), with strict inequality for
somed_; € A_;".

Page 193, line 12. Replace “y;(6;|,) > 0 and b;j(h,6;)(a;) > 0” with “p;(6; ;) > 0 and
b](h, é])(ﬁl]) > 0”.

Page 195, Example 4.6.1. At the end of the first paragraph, add the sentence: “Take the
strategy profile in which, at period ¢, player 1 plays ! if his type is 6; and r if his type
is 07.”

Page 205, lines 16-18: Replace “which would imply, in particular, that the players” with
“which allows to model, in particular, situations where the players” and remove
“that” in line 18.



Page 205, Example 5.2.1. Throughout the example, replace all the instances of “v” with
1" V/I.

Page 206, Definition 5.3.1: Replace “compact” with “closed” in the properties of F and,
further, introduce F; and impose its compactness (Fj is currently introduced on page
207). This is to avoid a domain inconsistency in the proof of Theorem 5.3.3 on page
209 (with the sets U and f4(U)). Even if the above changes are not made, the result

as stated is true, but then a (minor) modification of the proof would be needed to
avoid the domain problem.

Pages 210-211, proof of Proposition 5.3.4. The paragraphs “Remove CAT” and “Remove
11A” should be replaced with:

Remove CAT: Let ¢ be the allocation rule that, for each bargaining problem (F, d), se-
lects the allocation ¢(F,d) :=d+£(1,...,1), wheref := max{t e R: d+¢(1,...,1) €
F;} (the compactness of F; ensures that f is well defined). This allocation rule, known
as the egalitarian solution (Kalai 1977), satisfies SYM and 114, but, although ¢ always
selects points in the boundary of F, it does not satisfy EFF. Consider now an allo-
cation rule ¢ that, for each two-player bargaining problem (F,d), selects the Pareto
efficient allocation closest to ¢(F,d). It is not difficult to check that ¢ satisfies EFF,
SYM, and IIA for two-player bargaining problems. Thus, Theorem 5.3.3 is not true if
we drop CAT.

Remove I1A: The Kalai-Smorodinsky solution, which we present below, satisfies EFF,
SYM, and CAT for two-player bargaining problems. Thus, Theorem 5.3.3 is not true if
we drop IIA.

Page 220, Figure 5.5.1: The coordinates of the two lower points in the figure, (1500, 0, 500)
and (0,1500,500), should be replaced with (1500,500,0) and (500,1500,0), respec-
tively.

Page 242, line 6: Replace “Period 2” with “Period 1”.

Page 248, line 10: Replace “the more patient” with “the more impatient”.
Page 250, line 1: Replace “x € F” with “x € F;”.

Page 250, line -6: Replace “Stage 0” with “Stage 1”.

Page 256, line above Eq. (5.10.1): Replace “c” with “v”.

Page 265, line -4: Replace “fR(E,d) < d;/2” with ”fiTR(E,d) <d;/2".

Pages 265-267, proof of Theorem 5.11.2. Replace the three instances of “fTR(E,c)” with
ufTR(E’ d)”.

Page 266, proof of Theorem 5.11.2. The proof of Case 1.2 is incomplete. Refer to the end
of this document for the complete argument.

Page 267, line 11: Replace “If £ € I(v)” with “If £ € 1(9)”.
Page 278, line 7: Replace “% = (X1, %p)” with “% = (%1, %2, X3)".
Page 280, line 20: Replace “minimun” with “minimum”.

Pages 282-289, Subsection 5.13.3. Inventory games: All instances of the following form:
“c2(i),c?(S),d?(j) ...”, should be replaced, respectively, with “c(i)?,c(S)?,d(j)?...".



Page 283, line -9: Replace “optimal ordering cost” with “optimal ordering size”.

Page 285, line 18: Replace “m € R™” with “m € RN".

Page 285, line 20: Replace “S C IN” with “S C N”.

Page 293, line 6: Replace “ecole” with “école” and “Enonometrica” with “Econometrica”.

Page 296, line 21: Replace “Mathematizues” with “Mathematiques” and “Theorie” with
“Théorie”.

Page 299, line -12: Replace “Brower” with “Brouwer”.

Page 307, line 1: S. Tijs is missing in the reference. The list of authors should read “van

Gellekom, J. R. G., Potters, J. A. M., Reijnierse, ]. H., Engel, M. C. and Tijs, S.” Ac-
cordingly, on page 313, the number 277 should be added to Tijs’s entries.

Proof of Case 1.2 in Theorem 5.11.2.

Case 1.2: there is i € N, such that f/R(E,d) = d;/2. If [N| = 2 and d; = E, we
can proceed as in Case 1.1. Now, we consider the remaining cases. Let T = {j € N :
f{R(E,d) = d;/2}. 1 T = N, then, for each j € T\{n},

E—d; = ):ieTZ

d;
d
ZZET\{],H} dj i ;

7 - 7 > 0.
On the other hand, if T C N, thenn ¢ T and, foreachj € T,
d: d
E—dj > Yier%+(n- \T\)%—djd )
d:
ZieT\{j}Tl+(n_|T|_1)%+%_7] > 0.
Thus, no matter whether T = N or T C N, we have that, for each j € T\{n}, E—d; > 0;
hence, o(N\{j}) = E —d; and e(N\{j}, f'R(E,d)) = —fR(E,d) = e({j}, fTR(E, d)).
Let x € I(v) be such that x # fR(E,d). Let j € N be the smallest index with x; #
f].TR(E, d). Since Yjen Xi = Lien fiR(E,d) = E, we have j < n. Take a nonempty coalition

S C N. We show now that, if e(S, fTR(E,d)) > e({j}, f'R(E,d)), then e(S, fTR(E,d)) =
e(S, x). Suppose that e(S,fTR(E,d)) > e({j}, fIR(E,d)). If v(S) = 0, then

—fR(Ed) = e({j}, fRE, ) < e(S, fTR(E,d)) = =) fIR(E,d).
ie€S
Now, given i € S we have fI(E,d) < fI®(E, d) and, by the definition of the Talmud rule,
i < j. Thus, foreachi € S, x; = fIR(E,d). Therefore, e(S, fIR(E,d)) = e(S, x). If v(S) > 0,

then
e({j}, f™(E,d)) <e(S, fT(E, d))
= =Y (d;— ffR(Ed) < =Y fR(Ed),

i¢S i¢S

— TR (E,d)



where the last inequality holds because, for each i € N, fiTR(E, d) < d;/2. Arguing as
above we have that, for eachi ¢ S, i < j. Thus, foreachi ¢ S, x; = fl.TR(E, d) and so
e(S, fIR(E,d)) = e(S, x).

Since e(S, fIR(E,d)) > e({j}, f™R(E,d)) implies that e(S, f™R(E,d)) = e(S, ) to show
that x =; fIR(E,d) it suffices to find a coalition S such that e(S, x) > e(S, fIR(E,d)) =
e({j}, fTR(E,d)). We distinguish several cases. First, if xj < ]"]TR(E d), then

e({j},x) = —x; > —fIX(E,d) = e({j}, TV (E, d)).

Second, if x; > ijR(E,d) and j € T, then

e(N\{j},x) = —(dj—xj) > —(d;—fIR(E,d)) = e(N\{j}, fR(E,d))
= —ffX(Ed) =e({j}, fTR(E.d)).

Finally, if x; > ijR(E,d) and j € N\T, then |[N\T| > 2 and there is some | € N\T with
x < flTR(E, d) = f]«TR(E, d); in particular, [ > j. Now, by the definition of T and using that,
foreachi ¢ T,d; > de, we have

o = E— ¥ a<yUipm-miitio v oy,
zeN\{n} iet 2 ieN\{n}
T|+1
= —2*— Y, (- |2|+ ) = (dn_1 —djgj41) <0
ieT ieN\(Tu{n—-1,n})

Thus, v(n) = 0. Then, also v(I) = 0 and we have
e({1},x) = —x1 > —fIX(E,d) = — f{*(E,d) = e({j}, f " (E, d)).

Therefore, we have shown that 77(v) = fTR(E, d). O



