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Abstract

Standard game theory assumes purely selfish or rational individual behavior, which
means that every player will just act to optimize his own payoff function regardless
of the effects that their choices may have on the others. However, many phenomena
where people do care about others’ benefits can be observed in the real world. Exper-
iments also show discrepancy between experimental results and theoretical predictions
with the assumption of selfishness. Various explanations with “not entirely selfish” play-
ers perceiving “other-regarding” payoffs have been proposed. One of them is altruism
and spite among players.

Selfish outcomes have been observed to be drastically downgraded from the optimal
one in several natural games. Since players are not totally selfish, these predictions
may have been simply too pessimistic. Our goal in this thesis is studying the impact of
partially altruistic and spiteful behavior on the outcome of games, and specifically the
social welfare, in a social or economic network environment.

We develop and analyze a game-theoretic model with partially altruistic and spiteful
players situated in an economic or social network environment. We show the effects of
such a model on several problems: traffic routing, congestion games, network vaccina-

tion, and auctions. The trend of impact from altruism is different across classes of games.
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In particular, improvements on the Price of Anarchy are shown in routing games with
non-atomic partially altruistic users. However, this trend is not the case for congestion
games with atomic partially altruistic players in which the Price of Anarchy is increas-
ing with altruism, yet some special cases of congestion games still exhibit the trend of
improvements. Introducing partial altruism into network vaccination games can result
in no stable outcome, which even changes the game dynamics completely. We then draw

a roadmap of a few interesting future directions.
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Chapter 1

Introduction

Standard game theory assumes purely selfish or rational individual behavior, which
means that every player will just act to optimize his or her own payoff function regard-
less of the effects that their choices may have on the others. However, many phenomena
where people do care about others’ benefits or about their intentions can be observed
in the real world. Directly benefiting others, people do volunteering work; people make
donations to NGOs or charities. Indirectly benefiting the society, people choose to be
environmentally-friendly by driving hybrid cars, etc. On the other hand, people some-
times do want to harm or reduce the benefits of other people who they dislike. These
observations seem to be inconsistent with the assumption of selfishness.

Furthermore, the assumption of selfishness has been repeatedly questioned by econom-
ists and sociologists, with experiments showing a discrepancy from the prediction with
such an assumption. While the model of selfishness produces outcomes that are quite

consistent with some experiments such as competitive experimental markets, it fails in
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public goods and trust and reciprocity experiments, for instance, public goods contribu-
tion games and ultimatum bargaining [57, 58]. (A more detailed discussion can be found

in Chapter 3):

e In public goods contribution games, each player with a fixed initial endowment is
free to make a donation at a cost to himself to a common pool that will give a social
benefit greater than the contribution. Each should contribute all his endowment at
the social optimal outcome, but contributing nothing is a dominant strategy, i.e.,
everyone will be free riding. Yet, with as many as 10 or more players, experiments
found that players do contribute to the common pool. Total contributions can be

expected to lie between 40% to 60% of the social optimum.

e In ultimatum bargaining, the first player proposes a proportion to divide a fixed
amount of money, and the second player gets to accept or reject it. The first
player can make only one offer. If the second player accepts the offer, the money
is shared accordingly; if the second player rejects the offer, both players receive
nothing. According to the theory with selfishness, any division leaving the second
player with any non-zero amount should be accepted, so the first player should
demand at least the greatest amount less than the entire amount. In experiments,
surprisingly the first players do not propose a demand near to this amount, only
50 to 60 percent of the total being demanded in general and ungenerous demands

(but still significantly less than the total) even being rejected frequently.

All these imply that even for simple games in controlled environments (in the absence

of personal interaction or repeated experiments), participants do not really act selfishly;
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their behavior can be either friendly or the opposite, malicious, to other players. Many
explanations have been considered for this phenomenon. Most of them adopted simple
or more complicated revised models to explain experimental results, which are either
consistent or inconsistent with selfishness, for various kinds of games. Different types of
models with “other-regarding payoffs” have been developed: Levine brought up a model
of relative spite and altruism [58], which can be regarded as incorporating fairness, not
in the sense that players have a particular target to be considered “fair” by them, but in
the sense they are willing to be more altruistic to another player who is more altruistic
towards them. Fehr and Schmidt considered a model with an innate sense of fairness
[33], where in addition to purely selfish players, there are players who dislike inequitable
outcomes. They incur disutility when experiencing inequity if they are worse off or bet-
ter off in their original payoff terms than the other players. “Positive reciprocity” is a
motivation to repay generous or helpful behavior of another by behaving generously or
helpfully to the other person; thus, positively reciprocal behavior is conditional kind-
ness different from the unconditional kindness motivated by altruism [28]. Gintis et
al. explained cooperation among agents by reciprocity [42], where they showed that a
high level of cooperation can be attained when social groups have a sufficient fraction of
strong reciprocators.

In another line of work, people observe that in many games, the resulting outcomes
from selfish actions can be drastically different from the optimal one under a central
authority, in terms of certain global measures. In particular, the social welfare (or cost),
which is defined as the sum of all players’ utilities (or costs), is of interest in this context.

The ratio between the worst outcome of selfish choices and the socially optimal outcome
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has been termed the “Price of Anarchy” (PoA) by Koutsoupias and Papadimitriou [55]
to measure how much the overall performance of any outcome of selfish choices gets
downgraded compared to the optimum. Similarly, the “Price of Stability” (PoS) [2] is
then defined as the ratio between the best outcome of selfish choices and the socially
optimal outcome to capture how bad the overall performance will have to be if we
want that no player has an incentive to deviate. The formal definitions of different
equilibrium concepts of outcomes and the PoA and PoS are introduced in Section 2.1
and 2.2, respectively. The PoA or PoS of a lot of games have been shown to be quite
high. Time and again, the assumption of selfishness is questionable here. Is the PoA or
PoS really that bad or good in those games if players actually are not entirely selfish,
i.e., partially altruistic or spiteful?

Our goal in this thesis thus is

studying the impact of partially altruistic/spiteful behavior on the outcome

of games, and specifically the social welfare.

Specifically, we investigate the question whether and how Nash equilibria and the Price of
Anarchy (PoA), the Price of Stability (PoS), or the revenue (for auctions), will change if
players are assumed to be partially altruistic/spiteful, embedded in a social or economic
network environment.

To this end, we consider a natural model of altruism and spite, extending one pro-
posed by Ledyard [57, p. 154]. The model of altruism and spite is given formally in
Section 2.3. Intuitively, we want to model that players will trade off the benefit to

themselves against the benefit to others. This can be modeled by assuming that the
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perceived utility of each player is a linear combination of his own a priori payoff and
the payoffs of other players. Note that game theory is simultaneously a theory of utility
and a theory of play (equilibrium concepts) for strategic games [93]. However, a lot of
subsequent development of it has concentrated on the analysis of how to play games and
equilibrium concepts without looking into utility theory. This kind of interpretation of
game theory assuming players do not care about others’ payoffs or about their intentions
is only a special-case interpretation of game theory. What we try to do here is studying
the PoA/PoS via an interpretation of game theory with a more general utility theory,
since the previous analysis of the PoA /PoS is also subject to the limited interpretation
of game theory.

The second emphasis of this thesis is modeling the interaction relationship between
any pair of players in an economic or social network, which will definitely affect how
players perceive the outcomes. The interaction relationship can be nicely modeled as
a weighted (directed) edge between a pair of two nodes in a graph, where the weights
represent different altruism/spite levels between any pair of players.

For instance, imagine that a player who does not only care about his own benefit
but also the other players’ benefits, may become happier if his action does not only
bring a fair benefit to himself but also to the other players, or a player may become less
happy if another player who he competes with more gets allocated something valuable
instead of another one who he does not compete with or care about that much. Often,
such relationships between players can even be modeled just as that between a player
himself and all the others, whose benefits can be treated as a whole (namely, the social

welfare or social cost), as a special case so as to obtain interesting results. It roughly
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corresponds to people’s caring or awareness for the overall welfare or cost in the society,
and a parameter can be used to capture how strong this feeling is compared to selfish
incentives. Nevertheless, in the most general case, each player may care about each
other player quite differently. After all, it is natural for any player to prefer/dislike (and
therefore to be more altruistic/spiteful towards) any other player in a social or economic
setting.

In summary, we develop and analyze a game-theoretic model with partially altruis-
tic/spiteful players defined through their perceived utilities, situated in an economic or
social network environment. We show the impact of such a model on several problems,
in particular, traffic routing, congestion games, network vaccination, and auctions. The
trend of impact from altruism is different across classes of games. In particular, im-
provements on the PoA are shown in routing games with non-atomic partially altruistic
users. However, this trend is not the case for congestion games with atomic partially
altruistic players in which worsening of the PoA is proved, yet some special cases of
congestion games still exhibit the trend of improvements. Introducing partial altruism
into network vaccination games can result in no stable outcome, which even changes the
game dynamics completely. We then move on to drawing a roadmap of a few interesting
future directions.

We briefly summarize our results here.
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1.1 Traffic Routing

We consider traffic routing under the impact of altruism/spite as the first class of games
to examine. Roughgarden and Tardos [86] pioneered the study of the PoA for traffic
routing networks. They analyze a model proposed by Wardrop and Beckmann et al. [94,
8], in which edges possess traffic-dependent latency functions. When users choose a
certain path, they increase the traffic on all edges of the path, and thus also the latency
experienced by all other users sharing the path. This model of selfishness assumes,
in accordance with much of the game theory literature, that users choose their routes
completely without regard to the delay that their choice may cause for other users in the
system. The PoA can be bad under this model of selfishness. Nevertheless, as mentioned
above, if users are partially altruistic (i.e., when choosing a route, they care about the
latency experienced by all other users sharing the path besides minimizing their own
latency), we are interested in how the PoA will change. We can instantiate our general
model in the context of traffic routing.

The perceived “cost” of a user is a linear combination of his own latency and the
increase in latency the users causes others (precise definitions are given in Section 4.1).
By varying the altruism coefficient B (so each user does not differentiate other users yet
B can still vary among users), we can smoothly tune the altruism from spiteful (8 = —1),
through selfish (8 = 0), to entirely altruistic (8 = 1).

Our first result is that if all users are (at least) f-altruistic, and 5 > 0, then the PoA
is always bounded by 1/8, for all networks, arbitrarily many commodities, and arbitrary

semi-convex latency functions on the edges. Thus, if a constant amount of altruism is
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introduced into the system, then the PoA is bounded by a constant. A more general
version of our result characterizes precisely the worst-case PoA for any class of latency
functions; from this general result, better bounds can be obtained for more restricted
classes of functions. Among others, our result implies a bound of w on the PoA
if all latency functions are linear. The general bound also lets us analyze the spite
resistance of a class of latency functions: the most spite under which the PoA would still
be finite.

We next extend our results beyond uniform altruism, and consider arbitrary distri-
butions of altruism among the players. In that scenario, even the existence of Nash
Equilibria is not obvious; we use a theorem of Mas-Collel [64] to prove that such games
with infinitely many agents indeed have Nash Equilibria. Even for single-commodity
flows in arbitrary graphs, prohibitive lower bounds on the PoA are known [12], so we
focus here on parallel link networks, studied for instance by Roughgarden [80].

For parallel link networks, we show that for any non-negative distribution of altruism
over the users in the network with average altruism level (3, the PoA with convex edge
latency functions is always bounded by 1/3. In the specific case where the distribution of
altruism has only completely altruistic or completely selfish users, this matches a bound
obtained (with a polynomial-time algorithm) by Roughgarden [80].! The bound of 1/
follows from a more general result characterizing the PoA for arbitrary classes of convex
functions. In fact, that more general result, when applied to the case of a distribution
over entirely selfish and entirely altruistic users, implies tighter bounds for Stackelberg

routing compared with a result of Swamy [90]. Finally, we show that for the bound we

'Roughgarden’s bound for Stackelberg routing on parallel link networks applies to arbitrary functions,
whereas ours requires convexity.
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derive, the worst case is in fact attained by the {0,1} altruism distribution, while the

best case is when all users are S-altruistic.

1.2 Congestion Games

We then consider a class of games generalizing routing games (i.e., network congestion
games), congestion games with atomic players. Notice that we are dealing with atomic
players whose individual size is 1, instead of non-atomic players whose individual size
is infinitesimal. Instead of just focusing on the most restricted equilibrium concept
to analyze the outcomes, we also relax the equilibrium concepts that we use to more
permissive ones. (For the formal definitions of different equilibrium concepts, refer to
Section 2.1.) Yet, we are only interested in partial altruism (so partial spite is not
discussed) and linear cost functions here.

Now we have seen how relaxing the assumption of selfishness change things. We
want to see what would happen if we also look at more general equilibrium concepts.
The adoption of Nash equilibria as a prescriptive solution concept implicitly assumes that
players are able to reach such equilibria. In particular, in light of several known hardness
results for finding Nash equilibria, this assumption is very suspect for computationally
bounded players. In response, recent work has begun analyzing the outcomes of natural
response dynamics [10, 11, 84], as well as more permissive solution concepts such as
correlated or coarse correlated equilibria [5, 44, 85]. This general direction of inquiry has

become known as “robust Price of Anarchy.”
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Thus, our goal is to begin a thorough investigation of the effects of relaxing both
of the standard assumptions simultaneously, i.e., considering the combination of weaker
solution concepts and notions of partially altruistic behavior by players. In Section
5.1, our formal definition of an n-player altruistic congestion game with parameters
(8;) falls under our general model of altruism (however, again with each player i not
differentiating other players j # ¢ but his parameter j3; can still be different from f; of
another player j for j # ). Note that our altruism model (despite also considering spite
there) in Section 4.1 can be seen as a non-atomic analogy of our model for atomic players
here: Informally, player i’s cost (or payoff) is a convex combination of (1 — f3;) times his
direct cost (or payoff) and S; times the social cost (or social welfare) for 8; ranging from
pure selfishness (8; = 0) to pure altruism (8; = 1).

In order to analyze the degradation of system performance in light of partially al-
truistic behavior, we extend the notion of robust Price of Anarchy [84] to games with
partially altruistic players, and show that a suitably adapted notion of smoothness [84]
captures the properties of a system that determine its robust Price of Anarchy. We use
these insights to analyze (linear) congestion games: Players choose subsets of resources,
and as resources are chosen by many players, their cost increases (linearly), to all players
using them.

We derive tight bounds on the (robust) PoA for these games for uniform altruism,
i.e., B; = B for all 7. The prevailing trend is rather unexpected: for congestion games, the
worst-case robust PoA actually increases (as (5 +453)/(2 + )) with increasing altruism
5. The intuition behind the increase is the following: there are instances in which

all players get stuck choosing the wrong resources. A deviation by one player affects

10
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not only him, but also others: for congestion games, the player may increase the cost
on the resources he switches to. Thus, partially altruistic players have even stronger
disincentive to deviate from the suboptimal strategy, meaning that even worse system
states are stable.

The above explanation intuitively corresponds to altruistic players “accepting” more
states as “stable”. This suggests that the best stable solution can also be chosen from
a larger set, and the PoS should thus decrease. Our results lend partial support to this
intuition: for congestion games, we derive an upper bound on the PoS which decreases
as 2/(1+ ).

It should be noted that the increase in PoA is not a universal phenomenon. Indeed, for
linear symmetric singleton congestion games (in which all players have the same strategy
set, consisting of all sets of exactly one resource), we establish a bound of 4/(3+ ) for the
PoA with respect to pure Nash equilibria (implying a bound of 4/3 when 5 = 0). This
bound is noteworthy not only because it shows improvements resulting from the presence
of altruism; it also establishes that pure Nash equilibria can result in strictly lower PoA
than weaker solution concepts.? In particular, this establishes a natural example of a
class of games whose PoA can not be established using the smoothness framework. The
results are completed by a more in-depth analysis of the effects on the pure PoA of
combining players with different altruism levels in singleton congestion games, giving

bounds based on the proportion of players with different altruism levels.

2Liicking et al. [62] in the standard selfish setting gave an example of a class of congestion games
whose PoA under mixed Nash equilibria can be arbitrarily close to 2.

11
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1.3 Network Vaccination

We turn our attention to another class of network games yet with an entirely different
flavor from the previous routing or congestion games: network vaccination games, or
equivalently, network inoculation games.

Vaccinations or inoculations protect nodes in social or computer networks so that
they will not be affected by outbreaks of epidemics or computer viruses. As was evident
from the extensive coverage of vaccinations against virus spreading in networks, there are
many factors complicating the allocation of vaccines. Among the most prominent ones
are (1) supply shortages, limiting the number of individuals who can be vaccinated, and
(2) node autonomy: individuals make their own decisions on whether to get inoculated,
which may conflict with the socially optimal strategy. The former naturally leads to
optimization problems for allocating the limited amounts of vaccine, while the latter
raises natural questions about the inefficiency of outcomes in such settings. We dedicate
our efforts solely to address the latter issue of node autonomy.

We study this issue in a model for network vaccinations generalizing one proposed
by Aspnes et al. [4]. In this model, vaccinated nodes can never contract the disease, so
they are effectively removed from the network. After all vaccination decisions are made,
the disease will break out at a node v chosen with some probability p, and infect all
nodes reachable in the network (with the vaccinated nodes removed). There is a cost of
C, associated with node v being vaccinated and a cost of L, for v being infected. (A
formal description of the model is given in Section 6.1.1.) The optimum solution is one

finding a set of nodes to vaccinate that minimizes the expected total cost of all nodes.

12
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In reality, the decision of whether to get vaccinated usually lies with the individual
nodes, whose interests do not necessarily align with the social goal of minimizing the
total cost. Individuals tend to undervaccinate when they are not concerned with the im-
pact of their action on other nodes. It is therefore natural to investigate how inefficient
“societally stable” states can become as a result of individual decisions and their exter-
nalities. Indeed, Aspnes et al. [4] already showed that each instance of the inoculation
game has at least one pure Nash Equilibrium and that the PoA can be ©(n) in the worst
case (but no worse).

The O(n) lower bound relies on the fact that individuals are entirely selfish in their
vaccination decisions, and completely unaware of — or indifferent to — how their deci-
sions may affect others in the network. Meier et al. [66] analyzed the impact of friendship
on stable outcomes. In their model, a node’s utility is the sum of its own cost and a
B fraction of the cost of all its neighbors. They showed that for some graphs, this no-
tion of friendship leads to significantly more efficient equilibria, while for others, the
improvement is small.

Here, we instead consider a notion of altruism using our model, which as been in-
stantiated in the context of routing and congestion games. Thus, our notion models a
general feeling of altruism or responsibility for the welfare of society, and the uniform
parameter S captures how strong this feeling is compared to selfish incentives. An al-
ternative interpretation of this model is that the cost of the disease is “socialized” to an
extent, e.g., that nodes’ health insurance rates increase if others catch the disease. The

parameter 3 then captures how steeply the individuals are penalized for others’ diseases.

13

www.manaraa.com



Interestingly, in the inoculation game with altruism, pure Nash Equilibria need not
always exist, as we show in Section 6.1.2. Even when they do exist, Nash Equilibria
can sometimes be as bad as in the model without altruism. Nonetheless, while the PoS
without altruism can also be ©(n), a similar notion improves dramatically with the
altruistic model.

Since Nash Equilibria may not exist, the notion of “Price of Stability” does not apply
directly. Mixed Nash Equilibria are not a natural solution concept here, as vaccination
decisions tend to be permanent or very long-term. We therefore instead consider an
“Opt-Out” dynamic, and correspondingly define the Price of Opting Out. A benevolent
authority suggests an initial vaccination assignment Sy. The nodes in Sy can choose to
opt out of being vaccinated, in any order. However, no node v ¢ Sy may opt to become
vaccinated. Also, nodes, once opted out, cannot opt back in. (Precise definitions are
given in Section 6.1.3.) This models a scenario in which individuals may choose to avoid
being vaccinated due to various concerns, but the authority will not revise plans vis-
a-vis nodes not originally included in the vaccination plan. Our main theorem (stated
formally and proved in Section 6.2) is then the following: The Price of Opting Out is at
most 1//.

Thus, in a sense of somewhat limited autonomy among the nodes, our theorem estab-
lishes a 1/ bound on the social inefficiency introduced by individual nodes’ decisions.
Together with the ©(n) bounds for PoA, and PoS without altruism, this result can
be interpreted as saying that coordination of vaccination strategies or socialization of
healthcare costs alone may not lead to societally desirable outcomes if individual nodes

can override suggestions. However, the combination of both, i.e., socializing costs and

14
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starting with a carefully chosen assignment, may lead to significantly more desirable
outcomes, even when individuals get to override the suggested vaccination strategies.
Naturally, it would be desirable to strengthen the results to the outcomes after arbi-
trary best-response dynamics. Since best-response dynamics may cycle for inoculation
games with partial altruism, we cannot focus on stable states alone, but would have to

consider all states reachable via best-response dynamics.

1.4 Auctions

As the last example application, we study the impact of social networks, altruism and
spite on auctions. Specifically, due to the forming of preference/dislike relations through
interactions, we are motivated to study auctions in which the utility of losers is not always
0, but rather depends on the identity of the winner, and the utility the winner derives
from the auction. This falls again into our consideration of the partially altruistic/spite
model, where a player does not only care about his own utility but also each other
player’s utility as well. We can capture this setting by instantiating our model in the
most general form with a spite/altruism matrix B = (; j), where each f; ; € (—1,1) for
i # 7, and B;; = 1 for each ¢. If bidder j wins the auction and obtains utility %;, then
bidder 4’s utility from the auction is 3; ; - ;. Thus, again if 8; ; < 0, then player 7 is
spiteful toward player j (or a foe); if 8; ; > 0, then player i is altruistic toward player j
(or a friend). Notice that we do not assume B to be symmetric.

Auctions with spite among players have been studied before [14, 15, 63, 69, 91].

However, in all past work, the assumption was that each off-diagonal entry of the spite
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matrix B was the same (and positive), i.e., all players have the same spite level toward
each other. We call this the case of uniform spite. While it is interesting as an analysis
of the effects of general distrust or future competition between bidders, we are also
further interested in taking into account the effects of spite/altruism in social or economic
networks on individual behaviors.

Here we study single-item auctions with friends and foes with non-unform spite/altruism.
We focus on auctions with Bayesian priors. For two subclasses of these auctions, we ex-

plicitly describe a Nash Equilibrium. These two subclasses are the following;:

1. The valuations are drawn independently from [0, 1] according to an arbitrary (but
identical) distribution for all bidders, and the social network of bidders is regular.
This means that each bidder ¢ has the same number d of non-zero g; ; for j # 4
(and the same number n — d of zero 3; ; for j # i), and all such non-zero entries
have the same value 3; ; = 8. Notice that we are already dealing with non-uniform
spite/altruism since each bidder i has non-zero ; ; and zero §; ;. In this case, we

analyze both first-and second-price auctions.

2. The spite/altruism matrix B is a non-negative triangular or block matrix (defined
in Section 7.2), but each bidder’s valuation of the item is drawn independently and

uniformly from the interval [0, 1], and the auction is first-price.

These characterizations partially generalize recent results of Morgan et al. and Brandt
et al. [69, 14|, which characterized a Nash Equilibrium for the case of uniform spite. We
also point out here that the Equilibrium in the second case is not symmetric: different

bidders have different bidding strategies.
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Our explicit characterization also allows us to derive two interesting corollaries. For
the case of regular social networks, we show that if 5 < 0 (i.e., bidders only have foes and
neutral other bidders), the expected revenue of the second-price auction dominates the
first-price auction. Conversely, if 5 > 0 (i.e., bidders only have friends and neutral other
bidders), then the expected revenue of the first-price auction dominates the second-price
auction. For the case of some social networks under uniform valuation distributions, the
explicit characterization allows us to study the effect of changes in the social or economic
network on the bidding behavior. Perhaps somewhat surprisingly, an increase in spite
does not always lead to an increase in bids. Instead, we show that whether it leads to
an increase or decrease in bids depends on whether the recipient of spite is currently

overbidding or underbidding.

1.5 Future Directions

Our results on these problems suggest many interesting directions for further research,
either extensions or related questions. We will list questions specifically related to traffic
routing, congestion games, network vaccination, and auctions in the corresponding chap-
ters. Here, we discuss broader questions beyond our current model of altruism and spite.
We are interested in repeated games. In particular, with (non-uniform) altruism/spite
that can be known or unknown to players, how can equilibrium strategies be learned?
What would the PoA and PoS be for such equilibria? More broadly, there are other
notions of “other-regarding” (or “not entirely selfish”) behavior [34] such as fairness [33]

and reciprocity [42] in the literature of experimental/behavioral game theory [17]. We are
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also interested in studying some of these models and analyzing their impacts or effects.
Specifically, we discuss a model of fairness by Fehr and Schmidt defined for inequity
averse and reciprocal players whose impact on cooperation in prisoners’ dilemma games

is shown [34].

1.5.1 Learning in Repeated Games

In repeated games, an intriguing general question is whether a similar model with not
entirely selfish players is helpful for learning equilibrium strategies if there is already some
learning algorithm for selfish players, or whether agents can learn equilibrium strategies
using a natural learning algorithm.

For example, in routing there are already results using arbitrary no-regret algorithms
for the standard selfish model [10], where the per-time-step regret of a user is the differ-
ence between her average latency and the latency of the best fixed path in hindsight, and
an algorithm is no-regret if, for any sequence of flows, the expected regret over internal
randomness in the algorithm goes to 0 as the number of time steps, T, goes to infinity.
In particular, if each user runs a no-regret algorithm, the average regret over all users
also approaches 0. Therefore, it can be assumed that a function R(T"), which is an upper
bound on the average regret, goes to 0 as T goes to infinity; 7¢ is then defined as the
number of time steps required to get R(7) = e. However, it is possible for a flow f
to have regret near 0 and yet still be far from a true Nash flow. We can only expect
that most users take a nearly-cheapest path given a flow f. Define a flow f to be at
e-Nash equilibrium if the average cost under this flow is within € of the minimum cost

path under this flow; among other results, it is shown that for no-regret algorithms the
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time-average flow f is approaching equilibrium [10], i.e., bounds on the number of time
steps before f is e-Nash are obtained for a given 7.

We are interested in how (non-uniform) altruism/spite will have effects on the prob-
lem, especially on whether players’ plays converge to any equilibria, the time of conver-
gence, the PoA /PoS, etc. Similar questions can be asked for atomic congestion games
and other games. The results for uniform altruism/spite may be established by sim-
ply extending those for entirely selfish users. However, such extending may not work
for non-uniform altruism/spite, since users with different altruism levels would perceive
the same network configuration differently, which is similar to the situation at one-shot
games with non-uniform altrusm/spite. Existence of equilibria and the PoA /PoS are not
obvious.

Another type of questions that one can ask emerges from the setting where each
player does not know the (non-uniform) altruism/spite levels. We would be interested
in finding simple strategies wherein each player adapts his strategy based on the utility
or cost derived from earlier runs of games. It is not clear if no-regret algorithms would
work here since the (non-uniform) altruism/spite levels are unknown. For example, can

we learn bidding strategies when (non-uniform) altruism/spite levels are unknown?

1.5.2 Other-Regarding Payoffs

Broadly, we would like to explore beyond our current model of altruism and spite, under
which we try to capture the connection between the “not entirely selfish” behavior and

the social welfare. In the behavioral game theory literature, there are many different
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models of other-regarding payoff functions focusing on different notions of not entirely
selfish behavior.

As an example of one of the future directions along this line, in Section 8.2.2 we
are going to discuss another model that has been defined for inequity averse and recip-
rocal players, and shown its impact on cooperation through prisoners’ dilemma games
[34]. This may further motivate us to formally analyze the effects of inequity averse

and reciprocal behavior on certain global measures capturing overall cooperation in the

society.
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Chapter 2

Preliminaries

We are giving basic definitions and models that we are using throughout this thesis,
accompanied by some initial results of interesting examples.

We may need some desirable properties of functions later in this thesis: convexity
or semi-convexity. A continuous and differentiable function f : R — R is convezr if its
second derivative is non-negative, i.e., f”(x) > 0; a discrete function f : N — R is convex
if f(x +1)— f(x) > f(x) — f(x —1). A (continuous or discrete) function f: R — R is
semi-conver if x - f(x) is convex. We use v to denote a vector (vy, ..., V;, ..., V). So, 0 is

the all-ones vector and 1 is the all-ones vector.

2.1 Games and Equilibrium Concepts

The most essential thing that needs to be defined is what we mean by a game.

Definition 2.1.1 (Game) A game consists of a (finite or infinite) set of players, each
of which is assigned a finite set of strategies S; and a payoff function p; : S1x...x.S, — RT

that player i wants to optimize.
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A strategy profile s = (s1, ..., 8) € S1 X ... X Sy, is any combination of strategies for the
players, chosen from the Cartesian product of finite sets of strategies S X ... X .S,,.
At pure Nash equilibrium, no player can improve his payoff by unilaterally changing

his strategy.

Definition 2.1.2 (Pure Nash Equilibrium) A strategy profile s = (si1,...,5p) s a
pure Nash equilibrium if for all players i, p;(si,..., Si, ..., Sp) > Di(S1, ..., Sk, ..o, Sn) for all

sk e S;.

7

We say that a strategy profile s is an e-Nash equilibrium if no player can improve his

payoff by more than e by unilaterally changing his strategy.

Definition 2.1.3 (e-Nash Equilibrium) For € > 0, a strategy profile s = (s1, ..., Spn)
is an e-Nash equilibrium if for all players i, pi(S1, ..., Siy o Sn) = Di(81, 00y Shy ey Sn) — €

for all s, € S;.

We will use more general equilibrium concepts beyond Nash equilibrium in Chapter 5.
Therefore, we introduce them here as well.

In a mixed Nash equilibrium, a player’s strategy can be any probability distribution
over available strategies, and no individual player can improve his expected payoff by

choosing another probability distribution.

Definition 2.1.4 (Mixed Nash Equilibrium) A vector (o1, ...,04,) of independent
probability distributions over strategy sets is a mixed-strategy Nash equilibrium if no
player can improve his payoff under the product distribution o = o1 X ... X 0, via a
unilateral deviation: Es s [pi(s)] > Es_,~o_;[pi(8h,5-i)] for all i and s, € S;, where o_;
is the product distribution of all o;’s other than o;.
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A correlated equilibrium is more general than a mixed Nash equilibrium. The idea
can be interpreted as a trusted mediator who draws a strategy profile s from this dis-
tribution ¢ and “recommends” s; privately to each player ¢. Assuming that the other
players conform to the mediator’s recommendation, if no player would want to deviate
from the recommended strategy in expectation, the distribution is called a correlated
equilibrium. Mixed-strategy Nash equilibria are the correlated equilibria that are also

product distributions.

Definition 2.1.5 (Correlated Equilibrium) A correlated equilibrium is a joint prob-
ability distribution o = (071, ...,0,) over the strategy profiles with the property that
Eso[pi(8)|si] > Es~opi(s},s—i)|si] for alli and s;, s} € S, i.e., 3 s .cq . Ospi(8i8—i) >

D s S, ospi(si,s_i), where o4 is the probability that the strategy profile is s.

A coarse correlated equilibrium is more general than a correlated equilibrium. A
correlated equilibrium protects against deviations by players knowing their recommended
strategy, while a coarse correlated equilibrium is characterized by a weaker property that

each player does not want to deviate without seeing his recommendation.

Definition 2.1.6 (Coarse Correlated Equilibrium) A coarse correlated equilibrium
or coarse equilibrium is a joint probability distribution o over strategy profiles that satisfy

Es o [pi(8)] > Esolpi(s;,s_:)] for every i and s;,s; € S;.

Alternatively, coarse correlated equilibria can be defined as all the probability distribu-
tions which are the limit of the empirical distribution of some no-regret sequence, which

will be formally described in Section 8.2.1.
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Pure Nash equilibria in which all players play pure strategies (no randomization or
mixed strategies) may not always exist while there always exist mixed Nash equilibria for
any n-player game due to Nash’s Theorem [72]. Note that payoffs can be either utilities

to be maximized or costs to be minimized in an optimization sense.

2.2 Social Welfare, Price of Anarchy (PoA), and Price of

Stability (PoS)

Given a game, it is natural to consider the social welfare as the global measure, intuitively,
which reflects how well everyone as a whole does. There are many possible social welfare
functions. We are mostly interested in the utilitarian function, i.e., the sum of all players’
utilities.

The social optimum maximizes the social welfare over all possible strategy profiles.
Usually, the social optimum is not reached with selfish players, because each of the
players is only interested in his own utility.

The Price of Anarchy (PoA) is a measure of how well society does when they play by
optimizing their own utility functions (reaching equilibrium, for instance, a pure Nash

equilibrium) as opposed to choosing the social optimum.

Definition 2.2.1 (Price of Anarchy [55]) The Price of Anarchy or pure Price of An-
archy is defined as the ratio of the social optimum welfare to the welfare of the worst

pure Nash equilibrium, i.e.,
n .
sup Zg:lpz(s*)’
scE(I) 2ui=1 pi(s*)
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where E(I) is the set of all pure Nash equilibria and s* is the social optimum given a

game instance I.

In other words, it is the ratio of the largest social welfare achievable to the least social
welfare achieved at any Nash equilibrium. It captures how much the overall performance
of any outcome of selfish choices gets downgraded compared to the optimum.

There can be a series of notions of generalized Price of Anarchy besides the pure

Price of Anarchy corresponding to different general equilibrium concepts.

Definition 2.2.2 (Mixed Price of Anarchy) The Price of Anarchy of mixed Nash
equilibria or mixed Price of Anarchy is defined as the ratio of the social optimum welfare

to the expected welfare of the worst mized Nash equilibrium, i.e.,

Eso[d iy Pi(s)]
sup = >
ceE(I) > i Pils®)
where E(I) is the set of all mized Nash equilibria and s* is the social optimum given a

game instance I.

Definition 2.2.3 (Correlated Price of Anarchy) The Price of Anarchy of corre-
lated equilibria or correlated Price of Anarchy is defined as the ratio of the social opti-
mum welfare to the expected welfare of the worst correlated equilibrium, i.e.,

p el Tl pils)]
oceE(I) > i1 Pils®)

where E(I) is the set of all correlated equilibria and s* is the social optimum given a

game instance I.
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Definition 2.2.4 (Coarse Price of Anarchy) The coarse Price of Anarchy or Price
of Total Anarchy ! is defined as the ratio of the social optimum welfare to the expected

welfare of the worst coarse correlated Nash equilibrium, i.e.,

ap BorolZini)]
oeE(I) > i1 Pils®)

where E(I) is the set of all coarse correlated equilibria and s* is the social optimum given

a game instance I.

Similarly, if we consider the best equilibrium instead of the worst equilibrium, then

for pure Nash equilibria we have the following definition.

Definition 2.2.5 (Price of Stability [2]) The Price of Stability is defined as the ratio

of the social optimum welfare to the welfare of the best pure Nash equilibrium, i.e.,

inf ESNULZiZI pi(S)]’
seBE(I) Y i pi(s*)

where E(I) is the set of all pure Nash equilibria and s* is the social optimum given a

game instance I.

In other words, it is the ratio of the largest social welfare achievable to the largest social
welfare achieved at any (pure) Nash equilibrium. It captures how bad the world will
have to be if we want that no player wants to deviate. Such an outcome can be thought
as a stable state stablizing through steps of deviations from some instable system state,

and thereby “stability” is used to name this measure.

'Blum et al. [11] define the price of total anarchy as the worst-case ratio of the social optimum to
the expected average welfare of a “no-regret sequence”, which we will discuss more in Chapter 8.
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Also, there can be a series of different notions of Price of Stability besides the Price of
Stability for pure Nash equilibria corresponding to different general equilibrium concepts.

However, we do not analyze them here so we are going to skip these definitions.

2.3 Model of Partial Altruism and Spite

To achieve our goal in this thesis, we need to model altruism and spite by designing a more
general model of utility that subsumes the model with only “self-regarding” payoffs as a
special case. There are more complicated models in the literature on “other-regarding”
payoffs, discussed more in the beginning of the next chapter.

We base our treatment on a simple and elegant suggestion of Ledyard [57]: In a game
with n players, the utility of a player i given a strategy profile s is p;(s) + 51‘% > P (s),
where the p; are the individuals’ payoff functions. The parameter (; captures how
important the average social welfare is to player .

We modify and generalize this approach slightly, and assume that the perceived payoff
of each player is a linear combination of his own a priori payoff and the payoffs of other
players. Players’ perceived payoff functions are based on a coefficient matrix B = (5; ;)
representing the concept of interaction relationships (i.e., altruism/spite), where f; ; for
J # 4 is the value that player ¢ has toward player j, and f;; is the value that player ¢ has

toward himself. In a general form, player i’s perceived payoff function is the combination

> Bijpi(s).
J
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where the range of each 3; ; depends on how we set it to be in different problems, and the
interpretation of every f3; ; can also vary and depend on problems. In different contexts,
we can instantiate B with different parameter settings to provide a suitable model for
different problems.

For instance, in Chapter 4 on traffic routing and 5 on atomic congestion games with
altruism and spite, where users do not differentiate the other users individually (5;; is
the same for all j # @), by setting 8;; = 1 — f; + ; = 1 and f5;; = f; for all j # i,

player i’s perceived payoff function is

(1= Bi)pi(s) + B Y _pj(s),
J

where [3; is the user’s altruism level, representing how much he cares about the social
welfare.

In Chapter 4 where §; € [—1,1], we adjust this definition a bit to look at the change
“rate” of the social welfare in order to make it a meaningful model, since we are dealing
with non-atomic users. This then has the advantage of making all utilities comparable
on the same scale, and allowing us to model entirely altruistic behavior by setting 5; = 1.
The restriction to values §; > —1 is justified in Section 4.2. We call p;(s) the selfish part
of player i’s utility, and Zj pj(s) the altruistic part. If §; < 0, then player i derives
utility from a decrease in social utility; we call such players spiteful. In Chapter 5, we
only consider altruistic players where f3; € [0, 1], since the techniques used there may not

directly extend for spiteful players.
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In Chapter 6 on network vaccination games with uniform altruism, every player not
only does not differentiate the other players individually (8; ; is the same for all j # )
but also has the same altruism level by setting 8; = 3 for all .

In Chapter 7 on auctions with spite and altruism, we keep the most general model

by setting 3;; = B;; and §; ; = (3; ;, the perceived utility of bidder ¢ becomes

> Bijpi(s),
J

where f; ; € [—1,1] and f;; for j # i is an off-diagonal element in the spite/altruism
matrix B = (f; ;). If 8; ; < 0 for j # i, then player i loses utility from player j’s winning;
we call such a player i spiteful to player j. If 3;; > 0 for j # i, then player ¢ derives
utility from another player j’s winning; we call such a player i altruistic to player j. Note
that if every bidder does not differentiate the other bidders, then the model degenerates
back to the one with 3; ; = f3; for all j # i.

We may need to use some other settings for B when facing other problems in the

future. This general framework allows us to do that with ease.

2.3.1 Recursive Altruism

Why do we not use a model where a player recursively considers the utility that a player
derives from another player’s perceived utility function? It should be generally interesting
to consider such a model. Such systems of interdependent utility functions have been

studied by Bergstrom [9]. He considered the question of when a system of interdependent
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utility functions induces unique utility functions over allocations by means of the theory
of dominant-diagonal matrices.

We restate his main proposition in our context here, where the system of utility
functions is linearly interdependent. Note that he proved a more general proposition

([9], Proposition 3).

Proposition 2.3.1 Consider a system of interdependent utility functions described by
the equations U; = o u; + Zj# a; ;jU; for all individuals i, where u; is the a priori
payoff function of individual i, U; is the (recursive) utility function of individual j, and
o j is a constant coefficient. Let A = (o ;) be the altruism/spite matriz consisting of
o ; representing altruism level from i to j. If I — A is dominant diagonal, then there are
coefficients 3; j such that the interdependent utilities can be written equivalently as just

linear combinations of a priori payoff functions.

Therefore, using his results, we can directly define our perceived utilities or costs on a
priori payoff functions, without bothering starting indirectly from the recursive defini-
tions.

He also identified the class of transformations on interdependent utility functions
that are equivalent in the sense of inducing the same preferences over allocations ([9],

Proposition 4).

2.3.2 Tolls, Taxes, and Socialization of Costs

By interpreting the altruistic term in our model as a monetary cost (instead of perceived
cost due to altruism), we can also consider our model as one of socialized costs for a
cost minimization problem. Player ¢ has to pay a (; fraction of the cost incurred by
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other nodes. For example, it can be in the form of health care premiums in a network
vaccination game; this payment should provide additional incentives for node players
in a network to be vaccinated, as spreading a disease to others will eventually lead to
higher costs for them as well. In a routing or congestion game, the altruistic term can

be interpreted as a toll or tax; see Section 4.1.2 for more discussion.

2.3.3 Counter-Intuitive Examples

With our model of altruism and spite defined, our first step is to test the intuition that al-
truism always helps in terms of the social welfare. Here we present two counter-intuitive
examples of two-player games: There exists a game instance in which introducing al-
truism strictly decreases the social welfare for both the worst pure and worst mixed
Nash equilibria; there also exists a game instance in which introducing altruism strictly

decreases the social welfare for both the best pure and best mixed Nash equilibria.

Worst Pure/Mixed Nash Equilibrium.

Consider the Game 1 in Table 2.1. Player 1 playing strategy 1 and player 2 playing
strategy 1 is the only pure and mixed Nash equilibrium, the social welfare of which is
145 = 6. After defining the perceived payoff of a S-altruistic player to be (1 — ) times
the original payoff plus  times the social welfare (i.e., the convex combination of the
original payoff and the social welfare), the payoff matrix with 8 = 0.8 becomes the one
in Table 2.2. Then, there are two pure Nash equilibria: player 1 playing strategy 1 and
player 2 playing strategy 1 (whose social welfare is 6) and Player 1 playing strategy 2

and player 2 playing strategy 2 (whose social welfare is 2 + 2 = 4, which is now the
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Table 2.1: Payoff matrix for game 1 without altruism.

Player 2’s strategy 1 | Player 2’s strategy 2
Player 1’s strategy 1 (1,5) (0,0)
Player 1’s strategy 2 (0.5,3) (2,2)

Table 2.2: Perceived payoff matrix for game 1 with uniform altruism g = 0.8.

Player 2’s strategy 1 | Player 2’s strategy 2
Player 1’s strategy 1 (5,5.8) (0,0)
Player 1’s strategy 2 (2.9,3.4) (3.6,3.6)

worst pure Nash equilibrium since 6 > 4). So, the social welfare of the worst pure Nash
equilibrium gets worse with altruism in Game 1.

For mixed Nash equilibria, besides these two equilibria with 8 = 0.8 there is one more:
Player 1 plays strategy 1 with probability 0.03 and strategy 2 with probability 0.97 while
player 2 plays strategy 1 with probability 0.6 and strategy 2 with probability 0.4, which
results in an expected social welfare of 0.03-0.6-6-+0.03-0.4-0+0.97-0.6-3.5+0.97-0.4-4 =
3.697. Thus, the expected social welfare drops from 6 (player 1 playing strategy 1 and
player 2 playing strategy 1 is the only mixed Nash equilibrium without altruism) to

min{6,4,3.697} = 3.697 for the worst mixed Nash equilibrium.

Best Pure/Mixed Nash Equilibrium.

Now we consider the Game 2 in Table 2.3 for the best pure/mixed Nash equilibrium.
Player 1 playing strategy 1 and player 2 playing strategy 1 is the only pure Nash equilib-
rium, the social welfare of which is 3+ 1.2 = 4.2. This is the best pure Nash equilibrium.

With g = 0.5, the perceived payoff matrix becomes the one in Table 2.4. Then, there
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Table 2.3: Payoff matrix for game 2 without altruism.

Player 2’s strategy 1 | Player 2’s strategy 2
Player 1’s strategy 1 (3,1.2) (0,0)
Player 1’s strategy 2 (0,0) (2.5,0.8)
Player 1’s strategy 3 (2.9,1.5) (2,2)

Table 2.4: Perceived payoff matrix for game 2 with uniform altruism g = 0.5.

Player 2’s strategy 1 | Player 2’s strategy 2
Player 1’s strategy 1 (3.6,2.7) (0,0)
Player 1’s strategy 2 (0,0) (2.9,2.05)
Player 1’s strategy 3 (3.65,2.95) (3,3)

is only one pure and mixed Nash equilibrium: player 1 plays strategy 3 and player 2
plays strategy 2, which has a social welfare of 2 + 2 = 4. This is the best pure Nash
equilibrium with § = 0.5. So, the social welfare of the best pure Nash equilibrium does
get worse with altruism in Game 2.

For mixed Nash equilibria, without altruism, besides the only pure Nash equilibrium
where player 1 plays strategy 1 and player 2 plays strategy 1, there is also another mixed
Nash equilibrium: player 1 plays strategy 1 with probability 0.3 and strategy 3 with
probability 0.7 while player 2 plays strategy 1 with probability 0.05 and strategy 2 with
probability 0.95, which results in an expected social welfare of 0.3-0.05-4.240.3-0.95 -
0+ 0.7-0.05-4.4+0.7-0.95-4 = 2.877. So, the best mixed Nash equilibrium has an
expected social welfare of max{2.877,4.2} = 4.2. Thus, the expected social welfare still
drops from 4.2 to 4 (player 1 playing strategy 3 and player 2 playing strategy 2 which is

the only mixed Nash equilibrium with 8 = 0.5) for the best mixed Nash equilibrium.
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We have seen that at least for some game instances, altruism does strictly worsen
the (expected) social welfare for both pure and mixed Nash equilibria. We are therefore
more interested in how the PoA/PoS for a class of games (i.e., the worst-case PoA /PoS
value in a class of games) changes with altruism/spite. We will see two opposite trends

in different classes of games in the following chapters.
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Chapter 3

Related Work

We divide the related work into sections on different topics.

3.1 Models with Other-Regarding Payoff Functions

Questions about the accuracy of the assumption that users are selfish and rational have
been as old as the field of game theory (see, e.g., [57]). Different models have been
proposed to model user preferences more accurately.

Ledyard proposed a simple model of altruism [57] as an explanation for the results
of public good contribution games, where a player’s utility is a linear function of both
the player’s own monetary payoff and the other players’ payoffs. However, this simple
model is inadequate to explain some games still, such as ultimatum bargaining. Levine
brought up a revised model to remedy this using relative spite and altruism [58], where
the adjusted utility of a player reflects the player’s own utility and his regard for other
players. There are two coefficients: the coefficient of altruism tells spiteful players from
altruistic players, and the other coefficient reflects the fact that players may have a

higher regard for other altruistic players than spiteful ones. The model can be regarded
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as incorporating fairness, not in the sense that players have a particular target to be
considered fair by them, but in the sense they are willing to be more altruistic to another
player who is more altruistic towards them.

Fehr and Schmidt considered a model with an innate sense of fairness [33], where
besides purely selfish players, there are players who dislike inequitable outcomes. First,
they experience inequity if they are worse off in their material terms than the other
players, and they also feel inequity if they are better off. Second, nevertheless, it is
assumed that players suffer more from inequity that is to their material disadvantage
than from inequity that is to their material advantage.

Geanakoplos et al. [41] use the approach of psychological game to model that players
care not just about other players’ utility, but also their attitudes towards other players
depending on how they are treated. However, these models are complicated, and depart
radically from decision theory.

There is work aiming at untangling the concepts of altruism, fairness, and reciprocity.
Cox [28] designed experiments to identify the actions resulting from trust or reciprocity
away from the actions resulting from altruistic or inequity-averse other-regarding pref-
erences that are unconditional on the others’ behavior. This is important in obtaining
empirical data and information that can help constructing models that can increase the
empirical validity of game theory. Charness and Rabin [18] designed a range of sim-
ple experiments to show that players are more concerned with increasing social welfare
(sacrificing to increase all players’ payoffs, especially for low-payoff players) than with
reducing differences in payoffs as proposed in inequity-averse models, while they are also

driven by reciprocity.
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A model somewhat similar to ours was recently studied in the context of contributions
to P2P systems by Feldman et al. [35], who posited an intrinsic generosity parameter
of users, their willingness to contribute to the system. They then study contribution
dynamics and their equilibria, akin to many collective behavior scenarios studied by
Schelling [87].

While standard game theory addresses the way completely rational players operate,
the field of behavioral game theory [17] uses psychological principles and numerous exper-
iments involving human subjects to develop models and theories of reciprocity, limited
strategizing, learning, etc. in order to come closer to the real-world human strategic

behavior.

3.2 Externalities

The notion of spite and altruism as defined here broadly falls into the class of allocation
externalities in auctions: the utility of a bidder depends not exclusively on her own
allocation, but also on the allocations of other bidders. There is a large amount of
literature on various types of allocation externalities (see, e.g., [49, 50, 51, 16]).

In particular, Jehiel et al. [50] construct revenue-maximizing auctions for the case
where each potential buyer has a given constant externality depending on the identity
of the winner. Thus, the difference to our model is that in the model of [50], a loser’s

utility does not depend on the price at which the winner obtained the object, only the

winner’s identity.
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3.3 Selfish Routing

The study of the ineffectiveness of Selfish Routing was pioneered within the theory com-
munity by the groundbreaking work of Roughgarden and Tardos [86]. It was preceded by
work in the economics and traffic engineering communities on congestion models, traffic
routing, and the impact of tolls [75, 94, 8]. Since the original paper by Roughgarden and
Tardos, a lot of progress has been made on different aspects of the problem, including
different objectives [79], Stackelberg strategies in which an altruistic central authority
controls a fraction of all traffic [54, 80, 90], the impact of tolls or taxes on the inefficiency
[25, 26, 36, 37, 53|, atomic games wherein users control non-infinitesimal amounts of
traffic [27, 45, 82|, and the effects of network structure on the inefficiency [60, 78, 83].
For an excellent overview of many of these results, see the book by Roughgarden [81].
Tradeoffs between individual optimization and social optimum in the context of traffic
routing are also considered by Jahn et al. [48]. They posit that users will be willing to
incur latency somewhat exceeding a “lowest possible” baseline if advised by a traffic
routing system. They experimentally evaluate how centralized routing of users under
this restriction compares with unrestricted centralized routing (which may place very

heavy burdens on some users).

3.4 Stackelberg Routing

Among other things, our results draw a connection between Stackelberg strategies and
tolls on users, in that the altruistic component of a user’s utility can be considered as a

(traffic-dependent) toll, and entirely altruistic users act as though they submitted to the
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control of a benevolent authority. Such Stackelberg routing strategies have been studied
extensively. In general, the price of anarchy can still be unbounded, even for single-
commodity flows where a central authority controls a large constant fraction of the traffic

[12]. For linear latency functions, Karakostas and Kolliopoulos [54] recently showed an

upper bound of (4 — X)/3 on the Price of Anarchy (where X = (17\/1?/)‘3%\‘117—)‘“)) for
arbitrary networks and commodities in which a central authority controls a A fraction
of traffic. For arbitrary latency functions in series-parallel networks, Swamy [90] bounds
the price of anarchy by 1+ 1/\. For parallel link networks with latency functions from
a class C with an upper bound p(C) on the price of anarchy in Pigou examples, he shows
an upper bound of A + (1 — A)p(C).

In the context of Stackelberg routing, a converse direction has been studied by Sharma
and Williamson [88] and Kaporis and Spirakis [52]. They ask how much traffic needs
to be controlled by a central authority to guarantee any improvement in average la-

tency [88] (called Stackelberg threshold) or to guarantee optimality of the resulting Nash

Equilibrium [52] (called Price of Optimum).

3.5 General Equilibrium Concepts for Congestion Games

The notion of smoothness was proposed by Roughgarden [84]. The basic idea is to bound
the sum of cost increases of individual players switching strategies by a combination
of the costs of two states. Because these types of bounds capture local improvement
dynamics, they bound the PoA not only for Nash equilibria, but also more general classes,

including coarse correlated equilibria. The smoothness notion was recently refined in the
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local smoothness framework by Roughgarden and Schoppmann [85]. They require the
types of bounds described above only for nearby states, thus obtaining tighter bounds,
albeit only for more restrictive solution concepts and convex strategy sets. Using the
local smoothness framework, they obtained optimal upper bounds for atomic splittable
congestion games. Nadav and Roughgarden [71] showed that smoothness bounds apply
all the way to a solution concept called average coarse correlated equilibrium, but not
beyond.

A comparison between the costs in worst-case outcomes under solution concepts of
different generality was recently undertaken by Bradonjic et al. [13] under the name
“price of mediation”: specifically for the case of symmetric singleton congestion games
with convex latency functions, they showed that the ratio between the most expensive
correlated equilibrium and the most expensive Nash equilibrium can grow exponentially

in the number of players.

3.6 Player-Specific Congestion Games

Hoefer and Skopalik established the existence of pure Nash equilibria for several sub-
classes of atomic congestion games with non-uniform altruism [46]; for the generalization
of arbitrary player-specific cost functions, Milchtaich [67] showed existence for singleton
congestion games, and Ackermann et al. [1] for matroid congestion games, in which the

strategy space of each player is the basis of a matroid on the set of resources.
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3.7 Network Vaccination

A number of recent studies have analyzed the spread of worms or viruses on Internet-like
topologies by focusing on characterizing the epidemic threshold (the transmission rate at
which the disease goes from dying out quickly to infecting a large share of the network)
for models such as small-world graphs [95] and preferential attachment models [7, 56].
The epidemic threshold is related to graph properties such as degree distribution, spectral
radius and isoperimetric constants [24]. Based on these observations, Dezs6é and Barabasi
[31] suggest the vaccination of high-degree nodes in power-law random graphs as a way
of increasing the epidemic threshold and thereby reducing the spread of diseases. Similar
heuristics with analysis under random graph models with given degree distributions are
also presented in [47].

In the context of network inoculation, the model of Aspnes et al. [4] has been extended
in several ways. Meier et al. [66] consider the addition of friendship and show that
friendship with neighbors can sometimes lead to significantly more efficient network
inoculations. Moscibroda et al. [70] instead consider malicious Byzantine players who
may misrepresent their actions with an intent to harm other players. (Naturally, this
model is more suited to computer networks than social networks.) Perhaps surprisingly,
such malice can sometimes lead to societally more desirable outcomes, due to the fear of
other players. Recently, Diaz et al. [32] showed that the same “windfall of malice” can
be achieved with a mediator. A mediator is a trusted third party that suggests actions
to each player; the players retain free will and can ignore the mediator’s suggestions.

The concept of a mediator is closely related to that of a correlated equilibrium [5]. If
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a mediator recommends actions to the players so that it is in the best choice of each
player to follow the mediator’s recommendation, then the mediator is implementing a

correlated equilibrium (defined in Section 2.1).

3.8 Auctions

The notion of individual spiteful behavior and models similar to the one we are proposing
have recently been studied in the context of auctions. For single-item auctions, Brandt
and Weiss [15] study the behavior of “antisocial” agents, whose utility decreases in their
competitors’ profit. They analyze full-information equilibria between two players, both
of whom have spite level § = —%.

Morgan et al. [69] and Brandt et al. [14] focus on Bayesian Nash Equilibria of first-
price and second-price auctions with uniform spite. The results in these two papers are
very similar to each other, and differ mostly in the precise model of the utility of the
winner, as discussed briefly in Section 7.1. Brandt et al. [14] study the Bayesian set-
ting, and derive symmetric Bayesian-Nash equilibria for spiteful agents in first-price and
second-price sealed bid auctions. They show that the expected revenue in secondnd-price
auctions is higher than the expected revenue in first-price auctions when all agents are
neither completely selfish nor completely spiteful. They also prove that in the presence
of spite, complete information reduces the revenue in second-price auctions, while it

increases the revenue in first-price auctions.
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Vetsikas and Jennings [91] generalize some of these results for multi-unit auctions,
still assuming uniform spite among the players, and deriving symmetric Bayes-Nash
equilibria for spiteful agents in both m'™ and (m + 1)th price sealed bid auctions.

Similarly, Liang and Qi [59] study the effects of cooperative or vindictive bidding
strategies on the revenue of sponsored search auctions and the existence of truthful
strategies and equilibria.

A similar model is also studied in a recent paper by Deng and Qi [30] on auction
design for pricing priority rights. Losers in this model also incur a negative utility, albeit
one that depends on their own utility for the item, rather than the winner’s. The goal

in [30] is to design a truthful, egalitarian and budget-balanced auction.

3.9 Altruism and Spite in Game-Theoretic Settings

Several recent papers have analyzed the impact of spiteful or altruistic behavior in several
game-theoretic settings with different models. Babaioff et al. [6] studied the impact of
spiteful behavior on the outcome of routing games. In their model, there are two types
of players: selfish rational players, and malicious players, who seek to maximize the
average delay experienced by the rational players (while not caring about their own
delay). They quantify the impact of malicious players on the equilibrium, and show that
the price of anarchy can sometimes be increased, and in fact decreased at other times,
which is similar to the “windfall of malice” shown in network vaccination [70].

Roth [77] considered the effect of malicious or Byzantine players on the PoA when

each player has no regret in linear congestion games. Since his assumptions are strictly
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weaker than in previous work, the bounds proved on two measures of the price of malice
hold also for the quantities studied by Babaioff et al. [6] and Moscibroda et al. [70].
Finally, mechanism design for spiteful players in scheduling is considered by Garg et
al. [40]. They developed a strategy used by a spiteful agent to create losses to the other
players, and analyze the effect of different levels of agents’ spite on the losses caused to

the other agents.

3.10 Game Theory and Economic/Social Networks

The impact of social network structure on games has recently been studied by Ashlagi et
al. [3], under the name social context games. They posit that the utility of an agent can
be computed from the subutility functions in her neighborhood, according to various
competitive or collaborative aggregation functions. The specific games studied in [3]

differ from all games that we considered here, and mostly belong to the class of resource

selection games.
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Chapter 4

Traffic Routing

Traffic routing is a prevalent problem in real-world transportation and computer net-
works. Traffic routing games or network congestion games are a special case of (general)
congestion games, the atomic version of which will be discussed in the next chapter. The
results in this chapter can be compared with those in the next chapter. From a technical
point of view, it makes sense to study the non-atomic case before the atomic case since
the former can be conceptually thought of as a case of the latter when the number of

players goes to infinity. The results of this chapter are based on the paper [21].

4.1 Preliminaries

We start with the definition of a general congestion game. In a general congestion game,
each player’s strategy consists of a set of resources that he uses, and the cost of the
strategy depends simply on the number of players using each resource. Formally, in
a general congestion game G = (N, E,{cc}eer, {Si}icn), we are given a set of players
N ={1,...,n}, a set of resources E with cost functions ¢, : R — R for every resource

e € E, and a strategy set S; C 2F for every player i € N. When S; is the same for
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every player i, the game is symmetric; when |S;| = 1 for all i, the game is singleton.
For a joint strategy s € S = S1 X ... X S, define fe(s) = [{i : e € s;}| as the number
of players using resource e € E. The social cost function is C(s) = > 7" | ¢;(s), where
Ci(8) = Y ecs, Ce(fe(s)) is the cost of player i € N.

A (traffic) routing game or network congestion game is a special case of a general
congestion game, where we are given a (directed) graph G = (V, E). The set of resources
is the set of edges E, and a strategy set consists of only paths between a source-sink
pair. Each edge is equipped with a flow-dependent latency function c.(z). The meaning
is that if the total flow on the edge e is z, then each user experiences a delay c.(x) on
that edge. Thus, we can think of the total traffic as a multi-commodity flow with rates
r; of users between source-sink pairs (s;,t;), where the total flow from s; to ¢; is r;. If
fe denotes the total flow on edge e, then the total latency experienced by a user on
a path P is cp(f) := > .cpce(fe). The total latency experienced by all users is thus
C(f) := >, fe-ce(fe). Aninstance of the routing problem is thus a triple (G, r, c) (where
r and c are the vectors of flow rates and edge cost functions). A symmetric singleton
routing game or network congestion game therefore has a graph of single-commodity
parallel links.

In this chapter, our model is based on the model of Wardrop [94], as described by
Roughgarden and Tardos [81, 86], where users that are routed through G are non-atomic,
i.e., infinitesimally small. We assume that each c. is a continuously differentiable and
monotone nondecreasing function. In addition, for some of our results, we will assume

that each c, is convex, and for others that each ¢, is semi-conver, i.e., that x - c.(x) is
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convex. The socially optimum solution for (G,r,c) is the flow f minimizing C(f), and

thus the solution to the convex program

Minimize ), fe - ce(fe)

subject to f is a feasible multi-commodity flow for (G,r,c).

The constraints are the standard linear multi-commodity flow constraints; the objective
function is convex so long as each c. is semi-convex. Thus, the optimum can be computed
in polynomial time using convex programming [73].

Selfish users do not care about the cost C(f). Their sole goal is to select a path
P minimizing their own latency cp(f). As the goals of different selfish users in mini-
mizing their latency are conflicting with each other, the traffic routing problem can be
considered a game, and the “outcome” of this game will be a (pure) Nash Equilibrium
(Definition 2.1.2): a multi-commodity flow f such that, given f, no user has an incentive
to choose a different path. Thus, a flow f is at Nash Equilibrium if and only if for each
commodity 4, all s;-t; paths P with fp > 0 have the same latency cp(f), and all other
s;-t; paths have at least the same latency. Nash Equilibria, too, can be computed as

solutions to a convex program:

Proposition 4.1.1 ([81], Proposition 2.6.1) The Nash flows of an instance (G,r,c)
are ezactly the solutions to the following convex program, and can thus be computed in

polynomial time.

Minimize -, 3¢ ce(t)dt

subject to  f is a feasible multi-commodity flow for (G,r,c).
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If f is a flow at Nash Equilibrium, and f* the socially optimum flow, then the ratio
p(G,r,c) :=C(f)/C(f*) is the Price of Anarchy of the instance (G, r,c), capturing how
much larger C(f) can be than C(f*) (Definition 2.2.1). Roughgarden and Tardos [86]
gave a generalization of Pigou’s example [75] (see our different generalization of Pigou’s
example in Definition 4.2.2 for uniform altruism), showing that if the cost functions can
be arbitrary, then the PoA is unbounded, even for networks consisting of two nodes
and two parallel links. On the other hand, they proved that if all functions are linear

ce(x) = aex + be, then the Price of Anarchy is at most 4/3.

4.1.1 Altruism and Spite

As defined in Section 2.3, we posit that user i’s utility is the combination (1 — f;)pi(a)+
Bi>. y pj(a), where f3; € [—1,1] is the user’s altruism level. In order to apply this model
to our scenario of traffic routing, we define the payoff of user ¢ on path P as p; =
—cp(f), where f is the total flow, determined by the actions of all other players. Then,
maximizing utility is equivalent to minimizing latency. The traffic routing model assumes
that there are infinitely many users, each of whom is infinitesimally small. We can still
define the utility function analogously, using the (well-defined) average latency of all
users as the altruistic part. However, because users are infinitesimally small and latency
functions continuous, the average latency of other users will not depend on an individual
user’s action. Thus, as long as 8 # 1, each partially altruistic user will act exactly like a
selfish user. A natural model considering the effect the user has on others should instead
be based on the rate at which the user’s action will affect other users. We thus use the

following definition of a S-altruistic user:
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Definition 4.1.2 Each [-altruistic user (for € [—1,1]) chooses a path P so as to

manimize the cost function

Cgf)(f) = (1_ﬂ)zeepce(fe)+ﬂze€P(fece(fe)),'

The term Y, p ce(fe) is the selfish part of the cost, while Y, . p(fece(fe)) is the altruis-

tic part. (fece(fe)) denotes the derivative with respect to fo. Notice that we can rewrite

) = Soepcelfe) + B ep foch(fo).

While our definition is motivated mathematically, there is a “psychological” interpreta-
tion of the underlying choice: in order to behave (partially) altruistically, infinitesimally
small users must give infinitesimally small weight to their own payoff, which is achieved
implicitly by making the altruistic component the derivative of the social welfare. For an
infinitesimal user when entering or leaving an edge, it is not important and is negligible
how much the absolute change in the total cost on that edge (for every other user on
that edge) is. However, when comparing the change with the size of such an infinitesimal
user, it is important how much the rate of the absolute change in the total cost on that
edge is, meaning how much effect his arrival or leaving has on the other users sharing
that edge. Intuitively, one interpretation of the derivative is that the infinitesimal user
is projecting what would happen “if everyone acted the same way.”

Definition 4.1.2 is similar to the definition of the valuation of a user with a time/money
tradeoff of § in the case of network routing with tolls [25]. However, notice that unlike the

standard model for tolls, the “edge toll” 7. a user incurs in our model is traffic-dependent,

namely 7. := fec.(fe).
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We say that the users are uniformly B-altruistic if all users are (S-altruistic. More
generally, we allow for the case of arbitrary distributions of altruism among the users.
In the general case, for each commodity ¢, we are given an arbitrary altruism density
function v; on the interval [—1,1]. We only require that all these functions 1; be indeed
distributions, i.e., forming a Borel measure of total measure 1. If the rate for commodity
i is r;, then the overall altruism density function is ¢ = ﬁ >;rivi. The average
altruism of a distribution ¢ is then f_ll ty(t)dt. An instance of the partially altruistic
traffic routing problem is thus the quadruple (G, r,c, (1;)). If there is a single commodity

with distribution v, we write (G,r,c,%), and if the altruism is uniform, we simplify

further to (G,r,c, ).

Proposition 4.1.3 Let (G,r,c,3) be an instance with uniform altruism 3 > 0. Then,

the Nash flows are the optima of the convex program

Minimize Y, [5° W (t)dt

subject to  f is a feasible multi-commodity flow for (G,r)
In particular, the instance (G,r,c,3) always possesses a Nash Equilibrium for 5 > 0.

The proof of this proposition is virtually identical to that of Proposition 2.6.1 from
[81]. The proof there only used the fact that each agent was minimizing a sum of
monotone increasing functions ) ge(fe) to conclude that the Nash Equilibrium was
the flow minimizing the (convex) objective Y, [ ge(t)dt. Thus, it applies equally to
ge(t) ==V (1).

We also have the following variational inequality to characterize the Nash flows.
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Proposition 4.1.4 Let (G,r,c,3) be an instance with uniform altruism § > 0. Then,
f is a Nash flow for [-altruistic users if and only if it minimizes ) p cggﬂ)(f)fp over all

feasible flows f.

Proof. By fixing Nash flow f, >, cgf)( f) fp is the social cost of a feasible flow f,
where the latency of each path P is the congestion-independent constant cgf)( f). If a
flow f is at Nash equilibrium for S-altruistic users, then a user of commodity i routes
to minimize cﬁ?)( f) over s; —t; paths P so ) p cgf)( f)fp is minimized over all feasible
flows f. Conversely, if a flow f is not at Nash equilibrium for S-altruistic users, a

user can decrease his (perceived) path cost at f by deviation. Thus, 3" cgf)( f)fp (or,

equivalently, >, cgﬁ )( fe)fe) is not minimized. [ |

The situation is not quite as straightforward for the case of non-uniform altruism
distributions 1, or for negative 8. Even for two different values of altruism, there appears
to be no natural convex programming formulation for Nash Equilibria. However, using

a theorem of Mas-Collel [64], we can still prove the existence of Nash Equilibria.
Theorem 4.1.5 Fach instance (G,r,c, (1;)) has a Nash Equilibrium.

Proof. Theorem 1 of Mas-Collel [64] proves that each game of infinitely many players

has a Nash Equilibrium. A game is characterized by a distribution (Borel measure) over

utility functions which are continuous in the action of the player, and the distribution

of actions by the remaining players. It is easy to see that each player in the routing
(8)

game has a utility function —cp5’(f) continuous in the choice of path P (trivially, since

the space of all simple s;-t; paths is finite) and in the distribution of other players’
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strategies f (by continuity of each c¢.). The utility for paths not connecting s; to t;
is —oo (or an appropriately negative constant). The distribution of altruism values /3
implies a corresponding distribution over utility functions. Thus, the theorem of Mas-

Collel implies the existence of Nash Equilibria for routing games. ]

The proof by Mas-Collel is inherently non-constructive; accordingly, Theorem 4.1.5
does not imply any algorithm for finding such equilibria. Since there always exists a
(pure) Nash Equilibrium of instances (G,r,c, (v;)), we can define the (pure) Price of
Anarchy (PoA) with altruism distributions (v;), as p(G,r,c, (v;)) = C(f)/C(f*), where
f is a Nash flow for (G,r,c, (¢;)), and f* a socially optimal flow for (G,r,c). (General

definitions can be found in Sections 2.1 and 2.2.)

4.1.2 Taxes and Stackelberg Strategies

Our definition of partial altruism naturally relates to two strategies that have been
proposed in the literature for dealing with the selfishness of users: Pigou taxes and
Stackelberg strategies.

The idea of taxes or tolls on edges is to charge users a fee for using an edge. The
assumption is that money and latency can be measured on the same scale, and users will
minimize the (weighted) sum of the two. It is well-known [75] that if the toll charged
on each edge e equals the marginal cost to others (fXc.(fF)) at the optimum solution,
then the Nash Equilibrium will minimize C(f), i.e., be optimal. Our model of partial
altruism can thus be interpreted as charging users a traffic-dependent constant fraction
of the marginal tax, i.e., with respect to the current flow. When the altruism is not
uniform, different users will be charged different taxes 5; fecL(fe) on edges. Our model
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can thus be considered as investigating the Price of Anarchy when different users have
different tradeoffs between taxes and latency, but their tradeoff stays constant across
different edges. Similar models were considered, e.g., in [29, 89]. Cole et al. [26, 25] also
study optimization problems arising from non-uniform taxation in networks. However,
their goal is to minimize the total tolls, subject to forcing the flow to be optimal, whereas
we study the Price of Anarchy given the taxation scheme of charging a (user-dependent)
fraction of the marginal tax on each edge.

A different strategy for lowering the Price of Anarchy is available when a benevolent
central authority controls a A fraction of the total traffic. The central authority’s goal is
to route this fraction so as to minimize the total cost C(f), subject to the fact that the
remaining users will subsequently route their traffic selfishly. Algorithms for routing flows
with this objective are called Stackelberg strategies, and the corresponding asymmetric
games Stackelberg games (see, e.g., [80]).

When the altruism distribution has support {0,1}, and the cumulative distribution
function of v is the step function whose value at 0 is 1 — A, and whose value at 1 is 1, the
altruistic users can be interpreted as a central authority, and their flow as a Stackelberg
strategy with the corresponding Price of Anarchy. When the central authority controls
a A fraction of the traffic, the average altruism is exactly A, and thus, any bound on the
Price of Anarchy for average altruism A gives rise to the same bound for Stackelberg
routing. Notice that the converse is not necessarily true: at the moment, it is not known
if every optimal Stackelberg strategy gives rise to a Nash Equilibrium of the routing

game with altruism support {0,1}.
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4.2 Uniform Altruism

In this section, we focus on the model of uniformly altruistic users: each user is (-
altruistic for —1 < 8 < 1. Thus, the perceived cost of an edge e to the user is c(ﬂ )( )=

(1= B)ee(x) + Bk (zce(x)) = ce(x) + Bacl(z). (Notice that for 8 = 0, this coincides with
selfishness; 5 = 1 corresponds to complete altruism, and cgl)(x) is exactly the marginal
cost of e. For § = —1, the users are completely spiteful.) Our first result follows directly
from the definitions of flows at Nash equilibrium and optimum, and gives a (tight) upper

bound on the Price of Anarchy for arbitrary networks, commodities, and arbitrary semi-

convex cost functions.

Proposition 4.2.1 If all cost functions c. are nondecreasing and semi-convex, then for

all networks G and flow rates r, and any altruism level 8 € (0, 1],

p(G,r,c,B) < 1/B.

Proof. Let f be a Nash Equilibrium flow, minimizing the potential function ®(f) =
Do f fe (’B t)dt, the objective function of the convex program in Proposition 4.1.3. Also,
let f* the optimum flow, minimizing the total cost C(f) = >_, foe tee(t)) dt. Simply
from the definition of ¢’ )( t), it follows that for any flow f, we have ®(f) < C(f) <
1

Bq)( f). Applying the first inequality to f* and the second to f, and using the optimality

of f for ®, we obtain C(f) < % (f)

IA
mh—‘

B(f*) < LO(f). .

More generally, we derive a result bounding the Price of Anarchy when all cost

functions ¢, are drawn from a given class of cost functions. Our characterization will be
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in terms of the anarchy value o/?) (C) of a set C of functions for B-altruistic users, which

is defined as a generalization of the anarchy value of functions in [81].

Definition 4.2.2 1. For any cost function ¢, the anarchy value o'P) (¢) of ¢ for -

altruistic users is defined as

al? )(C) = SUPrz>0 x.c(x)Jch_(;)).c(B)(r)’

where 0/0 is defined to 1.

2. For any class C of cost functions, the anarchy value for B-altruistic users a(® (©)
18

SUDceC,c£0 a@(e).

B (r)
Figure 4.1: Worst-case graphs for uniformly S-altruistic users with rate r

The motivation for this definition of a!?) (¢) is that it captures the Price of Anarchy for
uniformly S-altruistic users in a two-node two-link network, where one link has latency
function ¢ and the other has a worst-case constant. See Figure 4.1. Indeed, we will

prove this to be the case in Lemma 4.2.7 below. Notice that Lemma 4.2.7 immediately
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implies that a(C) is a lower bound on the Price of Anarchy in the worst case when all
edge latency functions are chosen from C. Our main theorem in this section shows that
it is also an upper bound for all networks and arbitrary commodities.

We are mostly interested in o) (C) when it is finite. In particular, this suggests
defining the spite resistance of C as the least altruistic behavior that C could support.

Formally, b, = inf{3 | '®)(¢) < oo}, and be = infecc be. It is not difficult to show that

be = —inf, <L and that a(® (¢) = oo for f < b.. Using L’Hopital’s rule, one sees

T (r)°

that the monotonicity and convexity of ¢ imply that b. > — lim, 738) > —1 for all ¢,

which also motivates our earlier restriction to altruism values 8 > —1.

Theorem 4.2.3 Let C be a set of cost functions, and (G,r,c) an instance with cost

functions c. € C. Then,

p(G,r,c,B) < aP(0).

Proof. Fix an instance (G,r,c) with cost functions ¢, € C. Let f* be an optimal flow
and f a Nash flow for S-altruistic users. By rearranging Definition 4.2.2, we obtain the
bound z - ce(z) > T(c;)((c)) +(x—r1)- P (r) for any x,r > 0. Applying this bound to each

edge e, with x = f¥ and r = f., we bound

C(f*) = > fredf?)

eeE

Z Oé(ﬂ C Zfeefe +e§5f _fe (fe)
)

= @ T ) el ).

eck
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It remains to show that >, fF - cgﬁ)(fe) > > fe- c((f)(fe). To this end, applying the

variational inequality in Proposition 4.1.4 to f and f* proves the desired inequality. ®

As a corollary of Theorem 4.2.3, we can obtain a tight bound in the case where the
cost functions are polynomials of degree at most p with non-negative coefficients. We

denote this class by Cp.

Theorem 4.2.4 If (G,r,c) has cost functions in Cp, then for any altruism value €

(_1/]), 1];

p(Gre.B) < ((E2)P(ER — 1 pp)+1+46p)

Proof. First, notice that be, = —1/p. It can be easily verified that all subsequent
calculations stay valid for 8 > —1/p, while for § < —1/p, the Price of Anarchy is
unbounded.

As observed in [81], it suffices to focus only on polynomials ¢(z) = az® with z < p.
For any instance (G,r,c) with arbitrary polynomials can be equivalently transformed
into one with only such monomials, by replacing each edge with cost function c.(z) =

Y a;xz* by a directed path of p + 1 edges, the i*" edge of which has cost function

Cei(r) = a;xz'. In order to compute the anarchy value a(c) of a nonzero polynomial

function c(z) = ax’, we use the equivalent characterization that

/! (r -1
a(,@) (C) = sup,>g (% + (]. — A)(]- + 5%7'()))) s
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where \ € [0,1] solves ¢ (Ar) = ¢®)(r), and 0/0 is defined to 1. To prove this equivalent

characterization, we first observe that

%(C()\T))\T + cB) (r)(r—Ar)) = c(l)()\r)r —c(r)r = 0,

so there is indeed a value of A € [0, 1] solving ¢ (A\r) = ¢(®(r). By Lemma 4.2.7 below,
a®)(¢) is the price of anarchy in a two-node two-link network, one of whose links has
the cost function ¢(z), the other link having constant cost ¢\®)(r). Routing A units of
flow on the link with cost ¢(z), and the rest on the link with cost ¢?)(r), provides an
optimal flow, while the Nash Equilibrium has all of its flow on the link with cost ¢(x).

Thus, the ratio of the cost of a Nash flow to that of an optimal flow is

r-c(r) _ Ae(Ar) . Brc!(r) -1
c(Ar)Ar+(c(r)+Brc (r))(r—=Ar) < c(r) +(1 )‘)(1+ c(r) )> :

Solving for A in the special case c(z) = ax’, we obtain \ = (lfﬁi)l/ ¢ and thus

0 = 1;:51 and i((:)) = % Then,

. . . -1
aPe) = ((1;;@1)1/1(% —1-pi)+1+ Bi) ,

which is independent of a and increasing in i (by a derivative test). Hence, the largest

a(c) is attained for ¢ = 2P, giving

-1
(G = ()P —1— Bp)+1+Bp)
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as claimed. u

It is not difficult to verify that the previous bound converges to % as p — oo; the

worst case behavior is in fact attained with polynomials of high degree. However, for
p = 1, Theorem 4.2.4 also allows us to obtain a tighter bound in the special case that

all latency functions are linear.

Corollary 4.2.5 If (G,r,c) has linear cost functions, then for any g € (—1,1],

p(G,r,c,3) < m

Notice that for any 5 > 0, this bound improves on the bound by Roughgarden and
Tardos [86] of 4/3 when all users are completely selfish. As the bound can also be shown
to be tight, it thus characterizes exactly the gain by partial positive altruism with linear
cost functions, and the spite resistance of linear cost functions. In particular, it shows

that linear costs have the highest spite resistance among all classes of cost functions.

Remark 4.2.6 Our results in this section extend straightforwardly to general non-atomic
congestion games (not necessarily network congestion games), so long as all cost func-
tions are mondecreasing. The perceived cost of player i’s strategy s; with altruism B is
cgﬁ)(s) = Zeési c((f)(fe) = Zeesi ce(fe) + Bfec.(fe), where s = (s1,...,8n) is a strategy
profile, f. is the total number of players using resource e, and c. is a nondecreasing
function. With the same definitions of o(?) (C), the proofs of the above proposition and

theorems naturally carry over to this more general setting.
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Finally, we show that the bounds derived in Theorem 4.2.3 are indeed tight, even for

two-node two-link networks:

Lemma 4.2.7 Consider a two-node two-link network with flow rate r = 1, and cost
functions ci(x) = c(x) on the first link, and constant cost function cy(z) = ¢ (r) =

c(r)+ Brc (r) for the second link . Then, the Price of Anarchy of this instance is o' (c).

Proof. It is easy to observe from the definition of ¢y that all S-altruistic users will end
up using link 1, so that the total cost of the Nash Equilibrium is ¢(1) = r¢(r), while the
socially optimum solution has total cost inf,<i(x - ¢(z) + (r — ) - c(r) + B(r — x) (1)).

Hence, the price of anarchy is exactly «a(c). [ |

By applying this characterization together with Theorem 4.2.4 and letting the de-
gree of the polynomial go to oo, we obtain instances (G,r,c) whose Price of Anarchy
approaches 1/ arbitrarily closely. Similarly, by choosing p = 1, we obtain that the

bound in Corollary 4.2.5 is tight.

4.3 Non-Uniform Altruism

In this section, we extend our results to the more general and realistic case where dif-
ferent users can have different altruism levels. In the most general case, we are given a
distribution 1 of altruism. The existence of Nash Equilibria in this model was shown
non-constructively as Theorem 4.1.5. Even for a single commodity and an altruism
distribution with support {0,1}, and arbitrarily large constant (3, a recent result on

Stackelberg routing due to Bonifaci et al. [12] shows that the Price of Anarchy can

become unbounded.
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Thus, we focus here on the case of single-commodity traffic in parallel link networks.
Parallel link networks have been studied by Roughgarden [80]; among others, they natu-
rally model the assignment of infinitesimally small jobs to machines with load-dependent
latencies. Formally, a parallel link network has two nodes s,t, and m parallel edges
€l,...,€n from s to t. Our main theorem in this section gives a (tight) upper bound on
the Price of Anarchy in the presence of partial altruism for single commodity parallel
link networks and arbitrary (convex) cost functions. To make the argument work, we

need our set of cost functions C closed under addition of constants.

Theorem 4.3.1 If all cost functions c. are convex and nondecreasing, then for parallel
link networks G and flow rates r, and any overall altruism density function 1 with

nonnegative support and average altruism B,

p(Gvracaw) < 1/B

We will prove Theorem 4.3.1 as a corollary of the following more general result,
bounding the price of anarchy in terms of the set of functions permissible as edge laten-

cies.

Theorem 4.3.2 If all cost functions ce € C are convex and nondecreasing, then for
parallel link networks G and flow rates r, and any overall altruism density function 1

with non-negative support,

plGrew) < (fo v sdgdt)
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Proof. Let f denote the flow at Nash Equilibrium. We first show that without loss of
generality, we can assume that each link e contains only one type of users (i.e., if users
have different altruism values 3, #’, then they do not share a link) and that the support
of v is finite. To see this, assume that f has users of altruism values 3 < /3 sharing an
edge e. Now replace all users on e with altruism S by users with altruism £8’. f must still
be a flow at Nash Equilibrium for the new instance (because (’-altruistic users are on
link e in Nash Equilibrium). By repeating this process, we eventually obtain an instance
with altruism density 1)’ which stochastically dominates 1) and has finite support. For
this new 1)/, the bound on the Price of Anarchy for f provided by the right-hand side of
Theorem 4.3.2 can only be smaller, giving us an even better bound than required. Thus,
we can from now on focus on the case described above.

Let 0 < 81 < f2 < ... < Br <1 be the (finite) support of ¢, where the rate of
B;-altruistic users is r; (so Zle r; = r). We need to show that for all flows g of rate r

(in particular the optimum flow), we have

k

0o 2 (g ) (a.1)

1=

which we will do by induction on k. The base case k = 0 is of course trivial.

For the inductive step, let f be a Nash Equilibrium flow, and g any flow of rate r.
For each i, let E; be the set of edges with positive flow of §;-altruistic users under f.
Notice that by our assumption, the sets F; are disjoint. For any set E’ of edges, let
f(E") =3 cpr fe (similarly, g(E')) denote the total flow on E'. Let E' := E'\ E; denote

the set of all edges not used by [i-altruistic users.
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Intuitively, because the more altruistic users prefer the edge set E’ over E7, we would
expect a “good” flow g to do the same. Indeed, we first show that the latency under f
on all edges in Ej is no larger than in E’, while the marginal cost, i.e., (z - ¢(x))’, is no
larger in E’ than in Ey. Let e € Ey, €’ € Ej,j > 1 be arbitrary links with positive flow
f. Thus, all users on e have altruism 1, while all users on ¢’ have altruism §; > fi.

Because f is at Nash Equilibrium,

Ce(fe)‘i‘ﬁlfecé(fe) < Ce’(fe’)‘i‘/@lfe’cfe’(fe’)a (4.2)

Ce(fe)"i‘/@jfecia(fe) > Ce’(fe’)‘i‘/@jfe’cél(fe’)- (4'3)

Combining appropriately scaled versions of Inequality (4.2) and Inequality (4.3) gives us

that

ce(fe)

IN

cer(fer), (4.4)

(1= &)eelfe) + (Bj — &B1) fect(fe) = (1 =&)ee(fer) + (B — &Bu) fercer (fer), (4.5)

where £ for 0 < £ <1 is a scalar, which we can set later.

Our high-level strategy will be to bound the Nash Equilibrium flow on E’ against
a restriction ¢’ of g of rate r — r; on E’ by induction, and use a comparison argument
for the flow on Fqi. We will construct a flow h of rate 1 whose cost is cheaper than
a component of g of the same rate, and which is optimal for modified “residual” edge

costs. We can thus compare it against the flow f on Fj using Theorem 4.2.3.
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Define f’ to be the restriction of f to the edge set E', ie., f. = f. for e € F’,
and f. = 0 for e € E;. Thus, f’is a flow of rate ' := r — r1. Define the modified
cost function é.(z) := c.(f. + x) + B1fLcL(f!) for all edges e. Thus, é.(z) is the cost
incurred by flow on e if f/ is unalterable, but not considered part of the actual flow,
plus a suitable constant term to “mimic” the altruistic component. This definition
of ¢e(x) implies that the perceived cost of edge e to [i-altruistic users is &’ 1)(:1:) =
ce(fl+x)+ Brac(fl+x)+ Brflc(fL). Thus, for e € E’, we have that égﬁl)(a;) > c(ﬁl)(fé)
for all > 0, while for e € Ey, because f. =0, égﬁl)(:z:) = B (z+ f1). In particular, this
implies that the Sq-altruistic users are at Nash Equilibrium with respect to the modified
cost functions é.(z). Hence, by Theorem 4.2.3, and because ¢.(z) = c.(x) for all e € Ey,
we get C(f — f') = C(f — f') < aP)(C) - C(f) where f is an optimum flow of rate rq
with respect to the modified edge cost functions ¢e.

In order to compare f’ against the part of g on the edge set E’, it will be useful to
assume that g(E') > f(E’). We will show next that we can make this assumption w.l.o.g.
For assume that it did not hold. Then, let e € Fy,¢e’ € E’ be edges with g. > f. > 0
and g < fer. (The existence of e, e’ follows from the assumption g(E’) < f(E’)). By
the bound on the derivatives in Inequality (4.5), and using the convexity of the edge
latency functions, we show that (g.c.(9))' > (foce(fo))' = (fuce(fo) > (gocu(g0))
in the following. The first and last inequalities hold simply by the semi-convexity of c.

and ¢/, and the second equality is obtained by setting £ = tgi toget 1 =& =06 — &6

0 (fece(fe)) = celfe) + fecle(fe) > co(fer) + fe/c’e,(fe/) = (ferce(fer))'. Thus, g can be

made cheaper by moving some of its flow from e to €’. By repeating this process, we can

thus assume that g(E') > f(E").
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Let v be such that C(f — f’) = vC(f). Because f’ and f — f’ use disjoint edge sets,
we get C'(f') = (1 —~)C(f). (Notice that the assumption of disjoint edge sets is indeed
crucial here. Due to the non-constant cost of edges, in general, it does not hold that
cinH+ei)=cir+1))

By Lemma 4.3.3 below, we can decompose g = h + ¢', where ¢’ is a flow of rate r’/
entirely on F’, and h is a flow of rate ry satisfying the property (4.7), namely C’( f) <
Yo hece(ge) + 3, go(ce(ge) — ce(gl)). We can thus apply induction on the flows f’ and
¢’ of rate ' on the modified graph with edge set E’. Notice that while f’ may not be an

Equilibrium flow on E, it is indeed an Equilibrium flow on E’. Thus, we obtain that

Clg) = C(g)+ Y hle)ce(ge) + D gilee(ge) — ce(gl))
k .
> (Y B ) O+ g O =) (4.)

o1 1
= <(ZFW)'(1_7)+W'7>'C(f)~

We next show that v < 2. By Inequality (4.4), every user on Ej incurs lower delay
than every user on Ej, and consequently on E’. Thus, the average delay %C (f—f") of

users on E7 is at most the average delay %C(f) of all users, so C(f — f') < Z2C(f).

The lower bound (4.6) is a convex combination of the non-negative terms 2522 5 W

and W, with coefficients (1 — ) and 7. The anarchy value o/?)(C) is a monotone

non-increasing function of 3, so the weighted average reciprocal anarchy value for altru-

ism levels Bs, ..., ) is at least the reciprocal for ;. Thus, the convex combination is
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minimized when the coefficient ~ of the smaller term m is as large as possible, i.e.,

when v = 7 /r. Substituting this bound,

k
74 1 r 1 r1

Clg) > ((Zzpm)'?Jra(T(c)‘ 7,)‘C(f)

k

T 1
= O Fa(T)(C))'C(f)’

completing the inductive step, and thus the proof. ]

Lemma 4.3.3 Let ' be a flow of rate 1’ using only edges from E', and define ¢.(x) :=
ce(f)+x) + BLfle(fl). Let g be any flow of rate r = v/ +r1, with g(E') > 1'. Let f be
the optimum flow of rate r1 with respect to edge costs ¢.. Then, g can be decomposed as

g=nh+g, where ¢ is a flow of rate v’ on E', satisfying

é(f) < Z hece(ge) + Zgé(ce(ge) — ce(9L))- (4.7)

Proof. Let A := g(E’) —r' > 0 be the amount of “excess flow” that g sends on E’,
compared to f. We begin by setting h. = g, for all edges e € E1, giving us a flow of
rate 11 — A. So we need to add A more units of flow to h. Let E” := {e € E' | g > f.}
be the set of edges in E' on which ¢ sends more flow than f’. Thus, we have that

g(E") = f'(E") > g(E") — f'(E’) = A. In particular, we can define a flow h of total rate
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A on E” such that h, < g, — f. for all e € E”. For all other edges e, we set he = 0, and

thus obtain a flow h of rate 71, such that h, < g. for all edges e. We then have that

Zhece(ge) = Z h Ce Z hece ge

eckEy eckE"
> Y hece(he) + Y hece(fL+ he),
e€FEq ecE"

where the inequality follows from the monotonicity of the latencies c.. Next, because

gL > fl for all e € E', and the latency functions are convex, %ﬁgé) > c(f]) for all

€

e € E" with h, > 0. Combining this bound with the fact that 8; < 1, we obtain that

de Ce(9e) — ge)) > Z g;(ce(ge) - Ce(gé))

ecE"

> Y fiBihec,(f!

eeElI

Summing the previous two inequalities now gives us

Zh Ce ge +de Ce ge - ge))

> Y hecelhe) + D hece(fL+he) + > hefrflel(f])
c€E1 e€E" ecE"

= > heée(h

> C(f)

where the final inequality follows from the optimality of f with respect to the cost

functions Ce. m
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Proof of Theorem 4.3.1. If(C is specifically the set of all increasing semi-convex func-

tions, Proposition 4.2.1 implies that ﬁ(c) > t. Substituting this bound into the integral

gives us that

pGrew) < (fleom) = 18 .

It would of course be desirable to extend Theorems 4.3.1 and 4.3.2 to distributions
including negative support. However, such an extension is in general not possible. One
can construct scenarios in which almost all of the latency is incurred by a small fraction
of spiteful users who together congest a link with very steep increase. At the same time,
all altruistic users use links with very small constant latency. Then, the PoA is much
larger than 1, while the bounds of both theorems would require it to be close to 1.

An immediate corollary of Theorem 4.3.1 can be obtained by choosing the distribution
with a rate of A users being completely altruistic, and 1— \ users being completely selfish.

Since 3 = A for this distribution, Theorem 4.3.1 immediately implies

Corollary 4.3.4 In parallel link networks, the Price of Anarchy under Stackelberg rout-

ing with a A-fraction of traffic being controlled by a central authority is at most 1/\.

This result was of course already proved constructively (and giving efficient algo-
rithms) by Roughgarden [80]; nevertheless, it is interesting that it follows directly from
our general result. More generally, by using the same distribution with support {0,1} in

Theorem 4.3.2, we obtain the following corollary:
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Corollary 4.3.5 In parallel link networks, the Price of Anarchy under Stackelberg rout-

ing with a \-fraction of traffic controlled by a central authority is at most (i(;C)S + )7L

Notice that Corollary 4.3.5 improves (albeit in a non-constructive way) a result of
Swamy [90] for Stackelberg routing: we bound the PoA under Stackelberg routing by
the weighted harmonic mean of the PoA for selfish and altruistic users, whereas Swamy’s
bounds give the arithmetic mean. It is known that the harmonic mean is always bounded
above by the arithmetic mean. We can also show that the case of Stackelberg routing
is in fact the worst case for the bound of Theorem 4.3.2, in the sense that the right-
hand side is maximized. While the bound of Theorem 4.3.2 will in general not be
tight, this nevertheless gives rise to the philosophical interpretation that, conditioned on
a given average altruism level §, the scenario in which completely altruistic users or a
central authority compensate for completely selfish users is the worst case, while uniform

altruism through the population is the best case.

Proposition 4.3.6 Conditioned on the mean of 1 being any given B3, the quantity
-1 _ _
<f0 a(t) dt) is mazimized when ¥ has point mass of 5 on 1 and 1 — 5 on 0. It

is minimized when v has a point mass of 1 on 3.
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Proof. We will show that I /3) © is concave as a function of 3. Both results then follow
readily from Jensen’s Inequality. To prove concavity, let p1,p2 > 0 satisfy p; + po = 1.

For any cost function ¢ € C, Definition 4.2.2 thus gives us

1
a(PlBl-l-pQﬂQ)(C)

_ g Ac(Ar) + (1= N)e(r) + (1 — N (p1f1 + p2B2)c (1)
A e(r

)
it (PO + (L= Nelr) + (1= Ve (1)
A

o)
—~
=

)
p2(Ac(Ar) + (1 = Ne(r) + (1 A)520’(7“)))

L PIOCON) + (1= Ne(r) + (1= Vi)
A

v

i P2 (1= Ner) + (1= X (1)
A

1

1
= P1—35 +p27a(52)(c).

a(ﬂl) (c)

Finally, we take an infimum over all ¢ € C on both sides to complete the proof of

concavity. [ |

4.4 Conclusions and Future Work

We proved a 1/f bound on the Price of Anarchy even for worst-case networks, la-
tency functions, and commodities, under the assumption that all users are (at least)
(B-altruistic, and 8 > 0. We extended this result to non-uniform altruism distributions
for single-commodity flows in parallel link networks. Among others, this result recovers

and improves recent bounds on Stackelberg routing by Roughgarden and by Swamy.
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Our work suggests many interesting directions for further research. First, the results
should be generalized to (more general) network topologies instead of parallel links. No-
tice that any such result would immediately imply corresponding bounds on Stackelberg
routing, so the lower bound of Bonifaci et al. [12] precludes an extension to arbitrary
single-commodity flows. However, an extension to series-parallel graphs seems plausible
at this point.

While we proved the existence of Nash Equilibria for all routing games with non-
atomic users, regardless of the distributions of altruism, the proof is non-constructive.
The work of Roughgarden [80] implies that finding the best Stackelberg strategy is NP-
complete. However, it would be interesting whether Stackelberg strategies meeting our
bound can always be found efficiently. Alternatively, in light of recent results proving
that finding Nash Equilibria is PPAD-complete [22], it may be possible that finding Nash
Equilibria for traffic routing games with two (or more) altruism values is also PPAD-
complete.

Another interesting question is whether users can learn equilibrium routing strategies
using a natural learning algorithm in repeated games. With or without the information
about non-uniform altruism levels, we are aiming at finding simple strategies (in the
style of [10]) wherein each bidder adapts her routing strategy based on the cost derived

from earlier routing results.
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Chapter 5

Congestion Games

In this chapter, we are considering altruism in congestion games where players are atomic.
Congestion games include, but are more general than, network congestion games, the
non-atomic version of which is (traffic) routing games. It takes a different set of tech-
niques to deal with atomic players. Note that the results in Section 5.2 differ from those
in Section 4.2 in terms of the trend of impact of altruism on the PoA (decreasing or
increasing the PoA) while the results in Section 5.3 for non-uniform altruism bear some
similarity to those in Section 4.3, but lose a constant factor exactly due to atomicity.

The results of this chapter are based on the paper [20].

5.1 Preliminaries

We have already given the definition of a general congestion game in the beginning of
Section 4.1. In this chapter, we are back to general congestion games, not just network
congestion games, which were discussed in the previous chapter. Congestion games are
a class of games first proposed by Rosenthal [76]. Rosenthal showed that any congestion

game is a potential game. A potential game is a game, where existence of pure Nash
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equilibria can be guaranteed by a potential function, which is defined to be a function
whose difference in value when any player deviates is equal to the difference in value
of his individual utility /cost function. Monderer and Shapley [68] proved that, for any
potential game, there is a congestion game with the same potential function. Thus,
congestion games are equivalent to potential games. Unlike in the previous chapter
where players are non-atomic, we deal with atomic players, each of which is of size 1, in
congestion games here. Congestion games generalize (traffic) routing games or network
congestion games in the previous chapter, where strategy spaces are just paths in a graph.
We mainly focus on congestion games with linear cost functions. In a linear congestion
game, the cost function of every resource e € E is of the form c.(x) = aex + b., where
ae,be € RT are non-negative real numbers.

For congestion games with atomic entirely selfish players, Christodoulou and Kout-
soupias proved that the PoA of pure Nash equilibria is 5/2 for linear cost functions
while it increases with the highest degree for polynomial functions [23]. With partial
altruism introduced, our bounds reveal an unexpected trend: for congestion games, the
worst-case robust PoA increases with increasing altruism in contrast to the results in
the previous chapter for non-atomic (network) congestion games where the PoA for pure
Nash equilibria decreases with increasing altruism. We also show that the increase in the
PoA is not a universal phenomenon: For symmetric singleton linear congestion games,
we derive a bound on the PoA for pure Nash equilibria that decreases as the level of
altruism increases, which is similar to the results in the previous chapter for non-atomic

(network) congestion games. There are other results showing the worst-case robust PoA
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increases with increasing altruism in cost-sharing games as well, and for valid utility

games, it remains constant and is not affected by altruism [20].

5.1.1 Altruism

We study [-altruistic congestion games defined as follows, which falls into our general

model of altruism in Section 2.3:

Definition 5.1.1 The S-altruistic congestion game G is defined as the congestion game

GP = (N, {S;}ien, {cl(ﬁi)},-eN), where for every i € N ands € S,

Ps) = (1= By)ei(s) + BiC(s).

A [;-altruistic player has his perceived cost as above, in comparison to Definition 4.1.2

using derivatives in the altruistic term.

5.1.2 Smoothness

Many proofs bounding the Price of Anarchy for specific games (e.g., [81, 92]) use the
fact that deviating from an equilibrium to the strategy at optimum is not beneficial
for any player. The addition of these inequalities, combined with suitable properties
of the social cost function, then gives a bound on the equilibrium’s cost. Roughgarden
[84] recently captured the essence of this type of argument with his definition of (X, u)-
smoothness of a game, thus providing a generic template for proving bounds on the Price
of Anarchy. Indeed, because such arguments only reason about local moves by players,

they immediately imply bounds not only for Nash equilibria but for all the classes of
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general equilibria defined in Chapter 2 all the way to the outcomes of no-regret sequences
of play [11, 10] (coarse correlated equilibria). Recent work has explored both the limits of
this concept [71] and a refinement requiring smoothness only in local neighborhoods [85].
The latter permits more fine-grained analysis of games, but applies only to correlated
equilibria and their subclasses.

We extend the concept of (A, p)-smoothness to altruistic strategic games. This allows
us to quantify the Price of Anarchy of these games with respect to the very broad
class of coarse correlated equilibria. For notational convenience, we define C_;(s) =

C(s) — ci(s) = >_,4 ¢j(s) for strategy profile s.

Definition 5.1.2 ((\, 1, 3)-smoothness) Let G? be a 3-altruistic congestion game with

social cost function C. G® is (\, u, B)-smooth if for any two strategy profiles s,s* € S,

n

> ailstsoi) + Bi(Clilsi,si) = Cifs)) < AC(s*) + uC(s), (5.1)
i=1

for player © changing strategy from s; to s} while the others stay at s_;.

For 5 = (0,...,0) = 0, this definition coincides with Roughgarden’s notion of (A, u)-
smoothness. To gain some intuition, consider two strategy profiles s,s* € S, and a
player i € N who switches from his strategy s; under s to s}, while the strategies of the
other players remain fixed at s_;. The contribution of player ¢ to the left-hand side of
5.1 then accounts for the individual cost that player i perceives after the switch plus 3;
times the difference in social cost caused by this switch. The sum of these contributions

needs to be bounded by AC(s*) + uC'(s).
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Therefore, if G? is (\, u, B)-smooth with p < 1, then the coarse price of anarchy
of GP is at most ﬁ: for player ¢ changing strategy from s; to s; while the others
stay at s_;, (1 — Bi)ci(s) + BiC(s) < (1 — Bi)ei(s),s—i) + BiC(s},s-i), which implies
that Y ;" (1 — Bi)ei(s) + BiC(s) < Do (1 — Bi)ei(st, s—i) + BiC(sf, s—;), equivalent to
Yoici(s)+BiC_i(s) < 3 ci(sh, s—i)+ BiC_i(sf, s—;); after rearrangement, we derive
that C(s) = 3571 ci(s) < 3070 cils], 5-i) + Bi(C-i(s], s—i) — C—i(s)) so with (A, u, B)-
smoothness, the bound ﬁ is obtained. Note that this also holds for more restricted
equilibria including correlated equilibria, mixed Nash equilibria, and pure Nash equilibria

since the argument works for arbitrary pairs of strategy profiles s, s*.

Definition 5.1.3 The robust Price of Anarchy is defined as the best possible bound on

the coarse price of anarchy obtainable by a (A, u, B)-smoothness argument.

Later, with uniform altruism we will see that the (\, p, 3)-smoothness arguments can

give us some tight bounds even for pure Nash equilibria.

5.2 Linear Congestion Games

Linear congestion games have the advantage that pure Nash equilibria of their altruistic
games always exist [46], which may not be the case for arbitrary congestion games. We

consider uniform altruism where 38; = .

Proposition 5.2.1 Let G? be a uniformly B-altruistic linear congestion game. Then,
GP is an exact potential game with potential function ®P)(s) = (1 — B)®(s) + BC(s),

where ®(s) = > .cp Zie:(i) ce(x) is Rosenthal’s potential function.
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Proof. Assume that player ¢ changes strategy from s; to s, while the others stay at

s_;. Then, his change in perceived cost is

Cz(ﬂ) (s) (8)

-G (5;7 S—i)

= (=B Y (celfels)) —celfels) = 1))+ D (celfels)) = ce(fe(s) + 1))

e€S;\S; e€SI\S;
‘1‘5( Z (fece(fe(s)) = (fe — D)ee(fe(s) — 1))
e€S;\S]
+ Z (fece(fe(s)) = (fe + Dee(fe(s) + 1)))
e€S/\S;

= O (s) — 0P (sl,5).

We first prove a lemma for every i for arbitrary semi-convex cost functions ce.

Lemma 5.2.2 For player i changing strategy from s; to s; while the others stay at s_;,

C(s7,8-1) —C(s) < (Z(fe + Dee(fe+1) — Z fece(fe))

e€s; e€sy
_(Z fece(fe) = Z(fe —Dee(fe — 1))
e€s; e€s;
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Proof. Simply using the definition of the social cost, we have that

C(sis-i) = C(s) = ZCJ(3f7S—i) =D cils)

j=1 J=1
= Z (fe + Dee(fe +1) + Z (fe = Dee(fe Z fece(fe) + Z fece(fe)
e€sf\s; e€s;\s} e€siNs; e¢stUs;
- Z fece(fe) - Z fece fe Z feCe fe Z feCe(fe)
e€sy\s; e€s;\s} e€siNs; e¢siUs;
= Z (fe+1)ce(fe+ 1) - Z fece fe - Z fece fe Z fece fe
e€sf\s; e€si\s; e€siNs; e€siNs;
_(Z fece(fe) - Z (f - 1 ce e Z fece fe
€E€s; ecs; \s e€s ns;
= Z (fe+1 Ce fe Zfece fe
e€st\s; e€s?
+ Z fece(fe)+ Z (fe+1 Ce fe Z fece fe
e€s;Ns; e€s;Ns; e€s;Ns;
_(Z fece(fe) — Z (fe = Dee(fe — 1)
ecs; e€s;\s}
- Z fece(fe)+ Z (fe+1 Ce fe Z fece fe
e€s;Ns; e€s;Ns; e€s;Ns;
< Z(fe Ce fe+1 Zfece fe
e€s; e€s;
_(Zfece(fe)_ Z (fe = Dee(fe—1) = Z (fe = Dee(fe = 1))
ecs; e€s;\s} e€siNs;
= Z(fe ce fe+1 Zfece fe (Zfece(fe)_Z(fe_l)ce(fe_l))a
e€s; e€s; ecs; ecs;

where the last inequality follows from the semi-convexity of c., i.e.,

(fe+ Dee(fe+1) = fece(fe) = fece(fe) = (fe — Dee(fe — 1)
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for every e, so

Z (fe + Dee(fe+1) - Z fece(fe) > Z fece(fe) — Z (fe = Dee(fe = 1).

e€s;Ns; e€s;Ns; e€s;Ns; e€s;Ns;

We now can use the above lemma to bound the C(s},s_;) — C(s) term and then

obtain the Price of Anarchy bound for linear cost functions.

Theorem 5.2.3 For linear congestion games with 0 < 8 < 1, the robust Price of Anar-

chy of uniformly B-altruistic linear congestion games is at most %.

Proof. Let c.(f.) = acfe + be for ac,be > 0 and f. € Ny be the cost function for
resource e. By Lemma 5.2.2 and linearity of c., for player ¢ changing from s; to s; while

the others stay at s_;,

C(si,s-i) —C(s) = Z(ae(fe + 1) +be(fe +1)) - Z(aeff + be fe)

e€s; e€s;
_(Z(aefg +befe) — Z(ae(fe - 1)2 + be(fe — 1)))
e€s; e€s;
= Z(zaefe + ae + be) - Z(Qaefe — Qe + be)-
e€s; e€s;

Summing over all players, we get that for 0 < 8 < 1 (the case § = 1 will be addressed

later),

(Z f:(2aefe + ae + be) - Zfe(Qaefe — Qe + be)).
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We can bound ac ff (fe + 1) +bef? + 125 (f2 (2acfe + ac +be) = 32, fe(2acfe — ac +be))

for every e. It is enough to find c1, ¢y such that

aef:(fe + 1) + bef: + %(f:maefe + ae +be) — Zfe(Qaefe — Qe +be))

< Cl(aefe*2 +b.f) + CZ(O«afe2 +befe),

for every e.

Let y = ff,x = f. and a = a¢, b = b so

ay(x +1) + by + %(y(%ﬂ—a—kb) - z(20x —a+b))

= a(ylzx+1)+ %(y(% +1)—x(2x —1))) + b(1 i

e

g

5 T-p"

We first find ¢q, ¢y such that

ylx + 1)+ %(y@m +1)—z(2z - 1))
= y(:c—i—l)-l—%(y(%-l—l)-l—m)) - %xQ
< (a- 12_ﬂﬂ)w2+czy2
= 01902 + CQyza

i.e., ],y such that

a:+1+ B 2z +1 B B a(®
y 1-8 y 1-8 y2 Ty
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Then, we show that such a choice of ¢1, ¢y also works for

a(y(as—l—l)—l—%(y(?m—l—l) —m(2w—1)))+b(1_ﬁy— 1fﬁa:)
< ci(az? + bx) + ca(ay® + by).
Feasible ¢}, co satisfy
B r+1 g 2x+1 B x ;Lo
2= Ny YT Ty Tiog e 9
= géia\%(m—i—l—f—%@x—i—l)—c'lx?)

(x+1+%(3:c+1)—c’1x2) is maximized at x = 1 for %4—% <d < 1+% so
2"‘14?5 1 - e e . 1 1 B

co =2+ 1 ﬁ — ¢}. Also, 1% = et 2 is minimized at ¢; = 3 + y=5. Thus, ¢ =

0/1_%_%_% 3+1 ﬂ,andl o —524:%3 Smce—%xﬁclxand ﬁyﬁczy,

a(y(z+1) + 25 (y (22 + 1) — 2(2x — 1)) + b(2gy — 1252) < c1(az® +bx) + ea(ay” + by)

as well.
This bound of 5214[? approaches 3 when 8 approaches 1. Thus, % also works for
the case 5 = 1. [ ]

The following example shows that the upper bound on the robust Price of Anarchy given

above is tight for uniformly g-altruistic games, even for pure Nash equilibria.

Lemma 5.2.4 The Price of Anarchy bound of % for 0 < B8 <1 is tight.

Proof. Let n > 3 be the number of player, and E be the set of 2n resources. We can

divide F into two subsets F1 = {hq,...,h,} and Es = {g1,...,9n}, each of n resources.
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ce(fe) = (1 + B)fe for e € Ey and c.(f.) = fe for e € Ey. Each player i has two pure
strategies: {h;,¢;} and {hj—1, hit1, git1}-

The social optimum arises when each player selects the first strategy, and has cost
(14 B8)n+n = (2+ B)n. A Nash equilibrium exists when each player selects the second
strategy, shown as follows. When each player selects the second strategy, the social
cost is 4(1 + B)n + n = (5 + 48)n. If a player deviates to select the first strategy
while the other players still select the second strategy, the social cost would become
A(1+B)n+n+(32=2%) (14 8)+(2° ~1?) — (22~ 1%)-(1+8)-2— (1 ~0%) = (5+4f)n+1-p.
Each player selecting the second strategy gives each player a perceived individual cost of
(1-8)(4(1+B)+1)+ B(5+48)n = C. The deviation would give the player a perceived

individual cost of (1 — 3)(3(1+ 8) +2) 4+ B((5+48)n+ 1 — B) = C’'. We can see that

C-C = 1-UA0+8)+1)+p(5B+48)n
—(1=-8)B(1+p8)+2)-B((5+48)n+1-p)

= (1-B)(5+48-5-38)+B(-1+08) =0.

So, there is a Nash equilibrium when each player selects the second strategy. We get the

Price of Anarchy value of at least ((5214;));1 = % for0< g <1. |

We have shown that the PoA for several general equilibrium concepts can actually
increase with 8. This is somewhat surprising, and one would have perhaps expected the
opposite, the PoA decreases with 3. Also notice that this differs from the results in the
previous chapter where the PoA improves with altruism. As mentioned in Section 1.2,
the increase is due to partially altruistic players having stronger disincentive to move

82

www.manharaa.com




from the suboptimal strategy, making worse system states stable and stay in the set
of equilibrium states. Therefore, it is implied that the best stable solution can also be
chosen from a larger set so the PoS should decrease.

We now analyze the pure Price of Stability of S-altruistic congestion games. Clearly,
an upper bound on the pure Price of Stability extends to the mixed, correlated and coarse
Price of Stability. The proof of the following proposition exploits a standard technique

to bound the pure PoS of exact potential games (see, e.g., [74]).

Proposition 5.2.5 The pure Price of Stability of uniformly B-altruistic linear conges-

2

tton games is at most 48"

Proof. Let G® be a uniformly S-altruistic linear congestion game. By Proposition 5.2.1,
GP is an exact potential game with potential function ®)(s) = (1 — B)®(s) + BC(s),

where ®(s) = > .p Z{i(ls )i is Rosenthal’s potential function. Observe that

fe(s)
(s) = (1-p))_ > i+BC(s)

ecFE i=1

- IS ne) 18 26

ecE eck

- o+ Y e

2
ecE

We therefore have
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Let s be a strategy profile that minimizes ®7, and let s* be an optimal strategy profile
that minimizes the social cost function C. Note that s is a pure Nash equilibrium of GZ.

We have

2

dA(s) < dF(s*) <

1+ 1+ s,

which proves the claim. ]

5.3 Linear Singleton Congestion Games

While the Price of Anarchy for general congestion games, somewhat counter-intuitively,
can increase with 3, the situation is markedly different for the PoA of symmetric singleton
congestion games. We have already defined symmetric singleton games in Section 4.1.
Recall that in a symmetric singleton congestion game G = (N, E,{S;}icn, {ce}ecE),
every player chooses one resource (also called edge) from E = {1,...,m}, and all strategy
sets are identical, i.e., S; = F for every i. Again, we assume that the cost functions are
of the form c.(z) = aex + be.

In this section, we analyze perhaps the two most fundamental cases with respect to
altruistic singleton congestion games: the uniform case, and the case when all altruism
levels are in {0, 1}, i.e., each player is either completely altruistic or completely selfish.
For both settings, we establish bounds on the pure PoA which improve with the total
altruism level in the system, i.e., decrease in § or the fraction of selfish players. This
stands in marked contrast to the bounds in the previous section, but is similar to the

result of Theorem 4.3.1 in the previous chapter.
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Theorem 5.3.1 The pure Price of Anarchy of uniformly B-altruistic linear symmetric

singleton congestion games is ﬁ.

While in the previous section, we were able to derive tight bounds via smoothness
arguments, this is not possible for altruistic symmetric singleton congestion games. For
example, by the above theorem, the Price of Anarchy in the purely selfish setting is 4/3,
whereas Liicking et al. [62, Theorem 5.4] showed that the mixed price of anarchy for sym-
metric singleton congestion games with cost functions c.(z) = x is 1 + min{mT_l, "7_1}
That is, for n = m, the mixed Price of Anarchy approaches 2 as n increases. The bound
given in Theorem 5.3.1 can therefore not be derived via a smoothness argument.

Theorem 5.3.1 implies that the pure PoA is 1 if all players are completely altruistic.
We remark that this continues to hold true for the more general class of semi-convex

cost functions (see Corollary 5.3.4 later).

Proof. [Theorem 5.3.1] Let s be a pure Nash equilibrium of G” and s* an optimal
strategy profile. We write f. = fe(s) and f¥ = f.(s*). For every edge e € E, define
Ae = fe— fF. Let ET and E~ be the set of edges with A, > 0 and A, < 0, respectively.
Define A = > .+ Ac > 0. Because s and s* assign the same number of players to
edges, A =3 cp+ Ac = =) cp- Ac. If A =0, then the PoA is 1. Hence, we assume

that A > 0, in which case both E* and E~ are non-empty.
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By definition, f. > f* > 0 for every edge e € ET. Because s is a Nash equilibrium

of GP, we have for every edge e € E* and é € F

(1 — B)(aefe + be) + B((aea? + befe) + (aca? + befe))

< (1 =B)(ae(fe+1) +be) + B ((ae(fe — 1)* + be(fe — 1)) + (ae(fe + 1)* + be(fz + 1))

which is equivalent to

(1+B)aefe+be — fae < (1+B)aéfé+bé+aé- (5'2)

We can use this relation in order to show that

A+ B)acti +be+acle) + Y Acl(1+ B)acfs +be+ BacA.)

ecEt ecE~
= Z Ac((1+ Blacfe + be — BacAe) + Z Ac((1+ B)acfe + be — acAe)
ecE+ ecE—
< Z Ae((l + B)aefe + be — Bae) + Z Ae((l + B)aefe + be + ae)
ecE+ ecE—
< A(max((1+ Bacf. + b~ fa) = min (1+ Bacf. +be+a)) <0, (53)
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The first inequality follows from the definition of A, and because A, > 1 for every

e € ET and A, < —1 for every e € E~; the last inequality follows from (5.2). Thus,

C(s) = Z(f: + Ac)(ac(fZ + Ac) + be)

eck
= Z(aexz2 + bef:) + Z Ae(Qaef: + be + aeAe) + Z Ae(2aef;( + be + aeAe)

23 ecE+ ecE—~
< C(S)+(1=8) D Acacfi +(1=8) Y Acac(fi +A)

ecE+ ecE—
< C(S*) + i(l - 6) Z ae(f: + A6)2
ec B+

< C(s*)+ (1= B)C(s).

The first inequality holds because of (5.3). The second inequality uses that zy < i(w +
y)? for arbitrary real numbers z,y and that A.a.f. < 0 for every e € E~. Hence,
(1- %)C(s) < C(s*) so the pure Price of Anarchy is at most 4/(3 + 3).

To see that this bound is tight, consider a B-altruistic congestion game with two
players and two edges E = {1,2} with cost functions ¢;(z) = z and ¢3(x) = 2+ 3. If the
players use different edges, we obtain an optimal strategy profile of cost 3 + 3. If both

players use edge 1, we obtain a Nash equilibrium of cost 4. ]

Next, we focus on a second very natural special case: when all altruism levels are
either 0 or 1. This kind of scenario, in which each player is either completely selfish
or completely altruistic, has some natural relationship with Stackelberg routing games

[80], and constitutes another class of examples where system performance improves with
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the total amount of altruism present. The results of Theorem 5.3.2 remind us of Theo-
rem 4.3.1. However, the bound loses a factor compared with the bound in Theorem 4.3.1.

We will see where the loss comes from in several places in the proof due to atomicity.

Theorem 5.3.2 The pure Price of Anarchy of B-altruistic linear symmetric singleton

no
2n+ng’

congestion games and 3 € {0,1}" is at most 1+ where ng is the number of selfish

players.

Let s be a pure Nash equilibrium of G? and s* an optimal strategy profile. Again,
let fe = fe(s) and fF = fe(s*). Based on the strategy profile s, we partition the edges in
E into sets Ey, E1: By ={e € E:3i€ N with §; =1 and s; = {e}} is the set of edges
having at least one altruistic player, while Ey = E'\ E; is the set of edges that are used
exclusively by selfish players or not used at all. Let N; and Ny refer to the respective
player sets that are assigned to 7 and Ey. N1 may contain both altruistic and selfish
players, while Ny consists of selfish players only. Let ky = > . g, fe and ko = n — Ky
denote the number of players in N1 and Ny, respectively.

The high-level approach of our proof is as follows: we split the total cost C(s) of
the pure Nash equilibrium into C(s) = vC(s) + (1 — v)C(s) for some v € [0, 1] such
that YC(s) = > _.cp, fece(fe) and (1 —4)C(s) = > cp, fece(fe). We bound these two

contributions separately to show that

39C(s) + (1= 7)C(s) < C(sY). (54)

The pure Price of Anarchy is therefore at most (%’y +(1—-9)"t= ﬁ. The bound of

1+ Qn’fno then follows by deriving an upper bound on « in Lemma 5.3.6.
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Lemma 5.3.3 Assume that the cost functions (ce)ecr are semi-convex. Then there is

an optimal strategy profile s* such that fo < f for every edge e € Ej.

Proof. Let s* be an optimal strategy profile, and assume that f < f. for some e € Ej.
Then there is some edge € € E with f¥ > fs. Consider an altruistic player i € N with
s; = {e}. (Note that ¢ must exist by the definition of Fj.) Because s is a pure Nash
equilibrium, player ¢ has no incentive to deviate from e to e, i.e., C({e},s_;) > C(s), or,

equivalently,

(fe + D)ce(fe+ 1) — fece(fe) = fece(fe) — (fe — L)ce(fe — 1). (5.5)

Since fr < fo and fe < fZ, the semi-convexity of the cost functions implies

(f;+1)ce(f:+1)_fgce(f:) < fece(fe)_(fe_l)ce(fe_l) (5'6)
(fe+ Dee(fe +1) = fece(fe) < fiee(fe) — (f& = Vee(fZ = 1). (5.7)

By combining 5.5, 5.6 and 5.7 and re-arranging terms, we obtain

(fe+ Dee(fe+ 1)+ (fe = Dee(fz = 1) < foee(fS) + fece(fe)-

The above inequality implies that by moving a player j with s} = {e} from e to e, we
obtain a new strategy profile s’ = ({e},s* ;) of cost C(s’) < C(s*). (Note that j must
exist because fF > fz > 0.) Moreover, the number of players on e under the new strategy
profile s’ increased by one. We can therefore repeat the above argument (with s’ in place
of s*) until we obtain an optimal strategy profile that satisfies the claim. [ |
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Note that Lemma 5.3.3 implies that at least for singleton congestion games, entirely

altruistic players will ensure that Nash equilibria are optimal.

Corollary 5.3.4 The pure Price of Anarchy of 1-altruistic symmetric singleton conges-

tion games with semi-convex cost functions is 1.

Henceforth, we assume that s* is an optimal strategy profile that satisfies the state-

ment of Lemma 5.3.3.

Lemma 5.3.5 Define y* asy} = f&— fe > 0 for every e € £y, and y; = fI for all edges

e € Ey. Then, ZeEEo fece(fe) < %ZeeE Yece(fo)-

Proof. Consider the game G induced by G if all k; players in Ny are fixed on the
edges in Fq according to s. Note that all remaining kg = n — k1 players in Ny are selfish.
That is, G is a symmetric singleton congestion game with player set Ny, edge set E and
cost functions (G.)ecp, where ¢.(2) = c.(fe + 2) if e € Ey and ¢.(z) = c.(z) for e € Ey.
Let 5 be the restriction of s to the players in Ny, and define f as f. = 0 for e € E; and
fe = f. for e € Ey. It is not hard to verify that 5 is a pure Nash equilibrium of the game
G. Let §* be a socially optimum profile for G, and for each edge e, let f be the total

number of players on e under §*. Then,

Zfece(fe) = Zfeée(fe)

ecEyp ecE
< 3 feefd)
eck
< %Zyzée(y:) = %Zyéce(fék),
eck ecE
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where the first inequality follows from Theorem 5.3.1 and the second inequality follows

from the optimality of f*. [ |

Notice that the following loses some factor compared with the upper bound of 7% on

v in the proof of Theorem 4.3.2.

Lemma 5.3.6 We have y < 200

— n+ng°

Proof. The claim follows directly from Theorem 5.3.1 if N; = (). Assume that Ny # (),
and let j € Ny with s; = {e}. Let C(s) = Y, ci(s)/ko be the average cost experienced
by players in Ny. We first show c;j(s) > 2C(s). If Ny = 0, then c¢;(s) > $C(s) trivially
holds. Suppose that Ny # 0, and let i € Ny with s; = {e}. Recall that 7 is selfish. Because
s is a Nash equilibrium, we have ¢;(s) = aefe+be < ae(fe+1)+be < 2(aefe+be) = 2¢(s),
where we lose a factor 2 in the second inequality compared to a corresponding bound

in the proof of Theorem 4.3.2. By summing over all kg selfish players in Ny, we obtain

¢j(s) > 3C(s) and thus 3=,y ¢j(s) > $k1C(s). We have

v o= ZieNo Ci (S)
Dieny Ci(s) + e, Cj(s)
koé(s)
koé(s) + %klé(s)
2k0 < 2n0 7
n+ky T n+ng

where the last inequality follows because kg < ng. ]

91

www.manharaa.com




Proof. [Theorem 5.3.2] Using the above lemmas, we can show that the relation in 5.4

holds:

%70(5) + (1 - V)C(S) = % Z fece(fe) + Z fece(fe)

ecky ecky
< Dy )+ D fecelfe) =D free( ) + D (feelfe) = fecel£2))
ecFE ecFy ecF ecFEy
< > fre(fr) =C(sY),
ecFE

where the first inequality follows from Lemma 5.3.5, and the last inequality follows from

Lemma 5.3.3 and because cost functions are monotone increasing. We conclude that the

pure Price of Anarchy is at most ( %'y +(1—7)t= ﬁ. The stated bound now follows

from Lemma 5.3.6. |

In general, this upper bound may not be tight. Nevertheless, we conjecture that the
gap can be very small if not tight. Observe that for non-uniform altruism with support

{0,1} with n — 1 players being entirely altruistic and 1 player being entirely selfish,

2

Lemma 5.3.6 gives a bound on ~ of T

but Theorem 5.3.2 still manages to give a pure

PoA bound of SZI%, which is close to 1 when n is large. (We know that the pure PoA is
1 when every plater is entirely altruistic by Corollary 5.3.4.)

It is not hard to see that the above proof also goes through if every player has altruism

level either o or 1. In fact, the only change is in Lemma 5.3.5, where we can replace the
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Corollary 5.3.7 The pure Price of Anarchy of altruistic linear symmetric singleton

congestion games with B € {a, 1}" is at most 1 + 5 U=a)na - ere Ne 1S the number of

n+(1+a)na ’

players with altruism level a.

It would be very interesting to extend this type of results to arbitrary distribution
of altruism. We may face more technical difficulties since the allocation of players of
different altruism levels is related to the allocation of players at optimum in much more

complex way. We would like leave this part as future work.

5.4 Conclusions and Future Work

Intuitively, one would expect the Price of Anarchy of a game to improve when the
altruism level 8 gets closer to 1, but we have seen that this is not the case. Indeed,
there are important classes of games for which the robust Price of Anarchy turns out to
be tight, and actually gets worse as the altruism level of the players increases. The fact
that the Price of Anarchy does not necessarily get worse in all cases is exemplified by
our analysis of symmetric singleton congestion games.

The most immediate future directions include extending the results about non-
uniform altruism to arbitrary distribution of altruism and analyzing singleton congestion
games with more general functions than linear ones. While the PoA of such functions
increases (e.g., the PoA for polynomials increases exponentially in the degree for general
congestion games [23]), this also creates room for potentially larger reductions due to

altruism. For games where the smoothness argument cannot give tight bounds, would

93

www.manaraa.com



a refined smoothness argument like local smoothness in [85] work? For symmetric sin-
gleton congestion games, this seems unlikely, as the PoA bounds are already different
between pure and mixed Nash equilibria.

It is also worth trying to apply the smoothness argument or its refinements to analyze
the PoA for other dynamics in other classes of altruistic games. Furthermore, while the
existence of pure Nash equilibria has been shown for singleton and matroid congestion
games with player-specific latency functions [67, 1], the PoA (for pure Nash equilibria
or more general equilibrium concepts) has not yet been addressed. Studying the PoA in
such a general setting (in which our setting with altruism can be embedded) by either

smoothness-based techniques or other methods is undoubtedly intriguing.
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Chapter 6

Network Vaccination

We look at yet another class of network games, network vaccination games, in this chap-
ter. However, it has a totally different flavor from congestion (or routing) games: each
player actually resides on exactly one node in a social or computer network exclusively
and each node has a player, which is not the case for the setting of congestion games;
vaccinations or inoculation decisions can be made by node players to protect the social
or computer network from being affected by outbreaks of epidemics or computer viruses
in the network. However, every node player’s selfish decision may not agree with the
benefit of the society. For example, vaccination of a node may be a suboptimal decision
for this node, but may help protect a large part of the network and therefore reduce the
social cost. We will see that here the impact of altruism makes a difference from without
altruism even for the existence of pure Nash equilibria. The results of this chapter are
based on the paper [19] where, besides the results presented here, there are optimization

results due to M. David.
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6.1 Preliminaries

Recent epidemics of the Avian Flu and Swine Flu, among others, have reinforced the
dramatic vulnerability of our society to outbreaks of epidemic diseases. Similarly, recent
worms and viruses (such as Storm or Conficker) have shown us how severe consequences
can be for massive infections of nodes in a computer network. Protecting social and
computer networks from such outbreaks is a task of paramount social and economic
importance.

Strategies for protecting a network fall roughly into two categories: preventive and
reactive. Reactive strategies attempt to isolate nodes of the network (individuals or
machines) once they have been diagnosed with an infection. Prophylactic vaccinations or
inoculations protect nodes so that they will in the future not be affected by an outbreak!.
Here, we focus on preventive strategies, i.e., the decisions which nodes in a network should
be vaccinated.

We first describe the basic model of Aspnes et al. [4] with generalizations, allowing
the vaccination cost, infection cost, and probability of initial infection outbreak to vary
among nodes, and then extend it to include a notion of altruism. We show that with
altruism, there are instances without pure Nash Equilibria. We therefore propose a

notion of “opting out” from vaccinations, and define the Price of Opting Out.

1n practice, the protection may not be perfect; considering inoculations which succeed only with a
certain probability is an interesting direction for future work.
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6.1.1 Basic Model

The social or computer network is represented by an undirected graph G = (V, E) of n
nodes, each of which can either be vaccinated or unvaccinated. The cost for vaccination
is C, if node v chooses to vaccinate. Once all vaccination decisions are made, exactly one
node becomes infected; the infection probability of v is p, where > .y p, = 1. From
that node, the infection spreads along edges of the graph to all unvaccinated nodes.
However, no vaccinated nodes can become infected or pass on the infection. Let S be
the set of vaccinated nodes, and I'y,..., 'y the connected components of G \ S, which
means removing vaccinated nodes. If node v is unvaccinated and in component I';, its
probability of infection is Zueri py. The cost for becoming infected is L,, leading to an
expected cost of Ly - Zueri Py if node v chooses to stay unvaccinated.

Since each node v in component I'; has expected cost L, - Zueri Pu, the total social

cost with set S vaccinating is

CS) = D Cot+> > pu )y Lo (6.1)

veS i u€ely vel;

We use S* to denote the optimum set of nodes to vaccinate, i.e., the set minimizing
C(S).
While it is socially optimal to minimize C(S), individual nodes’ preferences may not

align with this objective. An individual node will choose the strategy (be vaccinated or

97

www.manharaa.com




not be vaccinated) based only on its own tradeoff. That is, a selfish node will vaccinate

ifC, <L, - Zueri Pu, and not vaccinate otherwise. Let

C, ifvels

Lv‘ZuePipu ifvg S,vely

denote the cost that node v experiences based on all players’ vaccination decisions. Since
players will act selfishly, this scenario leads naturally to a game termed the inoculation
game.

Aspnes et al. [4] already established that there always is a pure Nash Equilibrium
in this setting and showed a linear lower bound on the Price of Anarchy and Price of

Stability.

Proposition 6.1.1 Both the Price of Anarchy and the Price of Stability can be ©(n).

Proof. A simple example is a star graph with C, = C, L, = L for every node v, and
C = L 4 ¢. In the unique Nash Equilibrium, no player vaccinates, while the socially
optimal solution vaccinates the center node of the star. The respective social costs are

nL and C 4 (1 —1/n) - L. [

6.1.2 Altruism

The basic model introduced above assumes that individuals are completely selfish and
do not take into account the effects of their actions on other nodes. We therefore study
the inoculation game by instantiating our general model of partial altruism, formally

defined in Section 2.3. Again, the uniform altruism level of the nodes is denoted by 5.
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Definition 6.1.2 (Perceived Cost) The perceived cost of a [-altruistic node is the

convexr combination

DS = (1—=78)-c(S)+5-C(S). (6.3)

Thus, the perceived cost of a partially altruistic node is the convex combination of the
individual cost (selfish part) and the social cost (altruistic part). As usual, a node will
choose the strategy (vaccinate or do not vaccinate) which minimizes the perceived cost.
The tradeoff is characterized by the following proposition, which can be obtained by

simple rearranging.

Proposition 6.1.3 Let S C V \ {v} be the set of other nodes vaccinating, and T the
component of G\ S containing v. Let T'y,..., Ty be the subcomponents of T' resulting

from removing v from I'. Then, v will prefer to be vaccinated if and only if

Co < (1=B)Y pu-Lo+B-O_pud Lo—> > ) Lv).

uel uel vel i uely vel;

Remark 6.1.4 Our definition of perceived cost is similar to the notion of friendship
used by Meier et al. [66]. In their case, the altruistic part does not consider the cost of
all nodes, but just that of the neighbors of v in G. Thus, they model more the incentives
due to friendship in a social network, while our model captures more a general notion of

altruism toward all others.

Proposition 6.1.5 There is an instance such that for every B, the Price of Anarchy is
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Proof. For the complete bipartite graph Ky ,,_s, if C,, = C, L, = L for every node v,
and C' = L+ ¢, the state in which no node is vaccinated is a Nash Equilibrium regardless
of the value of 8. The calculation of the ratio is the same as in Proposition 6.1.1. (Notice
that for 8 large enough, the state with both nodes on the left side vaccinated is also a

Nash Equilibrium, and the Price of Stability is thus smaller than ©(n).) [ |

While the inoculation game with selfish players is a potential game and thus pos-
sesses pure Nash Equilibria [4], the introduction of partial altruism changes the situation

significantly.

Proposition 6.1.6 There exist instances of the inoculation game with partial altruism

in which there is no pure Nash Equilibrium.

14 150000

859578

Figure 6.1: A graph without Nash Equilibrium

Proof. Consider the graph in Figure 6.1 with two nodes u, v and cliques of the indicated
sizes. Whenever an edge is shown, there is an edge from u (or v) to all nodes in
the corresponding clique. On the left, there are 14 cliques of size 10000 each. Thus,
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n = 14-10000 4 30422 + 859578 + 150000 + 1 +1 = 1180002, and for all nodes, we set the
infection cost to be L = 1 and the vaccination cost to be C' = 4.8015. The altruism value
is = 0.0000145. We calculate C' - n = 4.8015 - 1180002 = 5665779.603 for convenience.

The following calculations will show that

1. no node besides u or v ever wants to be vaccinated,

2. v wants to be vaccinated if and only if u is vaccinated, and

3. u wants to be vaccinated if and only if v is not vaccinated.

Thus, this instance encodes a “Matching Pennies” type of game and has no pure Nash

Equilibrium.

1. This can be shown by using Proposition 6.1.3 for nodes other than u and v. If
both u and v are vaccinated, any node (except u and v) inside a clique wants to

stay unvaccinated:

5665779.603

Y

(1 — 0.0000145) - 10000 4 0.0000145 - (10000% — 9999% — 0%)
= 100000.14499;

5665779.603 > (1 —0.0000145) - 150000 + 0.0000145 - (150000% — 149999% — 0?)
= 150002.175;

5665779.603 > (1 — 0.0000145) - 30422 + 0.0000145 - (30422% — 304212 — 0?)
= 30422.4411;

5665779.603 > (1 —0.0000145) - 859578 + 0.0000145 - (859578 — 8595772 — 0?)

= 859590.4638;
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If w is unvaccinated and v is vaccinated, any node (except w and v) inside the

connected component merged by u wants to stay unvaccinated:

5665779.603 > (1 —0.0000145) - (14 - 10000 4 30422 + 859578 + 1)
+0.0000145 - ((14 - 10000 + 30422 + 859578 + 1)*
—(14 - 10000 + 30422 + 859578)% — 0?)

= 1030015.935;

If both u and v are unvaccinated, any node (except u and v) inside the connected

component merged by u and v wants to stay unvaccinated:

5665779.603 > (1 — 0.0000145) - (14 - 10000 + 30422 4 859578 + 1 + 150000 + 1)
40.0000145 - ((14 - 10000 + 30422 + 859578 4 1 + 150000 + 1)2
—(14 - 10000 4 30422 + 859578 + 1 4 150000)% — 0%)

= 1180019.11;

If w is vaccinated and v is unvaccinated, any node (except w and v) inside the

connected component merged by v wants to stay unvaccinated:

5665779.603 > (1 — 0.0000145) - (30422 4 859578 + 150000 + 1)
+0.0000145 - ((30422 + 859578 + 150000 + 1)
— (30422 + 859578 4 150000)% — 0%)

= 1040016.08;

102

www.manharaa.com



2. By using Proposition 6.1.3, we have the following conditions for v.

If u is unvaccinated, v wants to get unvaccinated:

5665779.603 > (1 —0.0000145) - (14 - 10000 + 30422 + 859578 + 1 4 150000 + 1)
+0.0000145 - ((14 - 10000 + 30422 + 859578 + 1 + 150000 + 1)?
—(14 - 10000 + 30422 4 859578 + 1) — 1500007)

= 5660523.46. (6.4)

If u is vaccinated, v wants to get vaccinated:

5665779.603 < (1 —0.0000145) - (30442 + 859578 + 150000 + 1)

+3((30442 + 859578 + 150000 + 1)% — 30422% — 859578% — 150000?)

5669868.455. (6.5)

We thus conclude that 2. can be shown by using (6.4) and (6.5).

3. By using Proposition 6.1.3, we have the following conditions for u.

If v is vaccinated, then u wants to get unvaccinated:

5665779.603 > (1 — 0.0000145) - (14 - 10000 + 30422 + 859578 + 1)
40.0000145 - ((14 - 10000 + 30422 + 859578 + 1) — 14 - 100002
—304222 — 859578%)

= 5665668.31. (6.6)
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If v is unvaccinated, v wants to get vaccinated:

5665779.603 < (1 — 0.0000145) - (30442 + 859578 + 150000 4 1 4 14 - 10000 + 1)
+0.0000145 - (30442 + 859578 + 150000 + 1 + 14 - 10000 + 1)?
— (30442 + 859578 + 150000 + 1)? — 14 - 10000%)

= 5666323.17. (6.7)

We thus conclude that 3. can be shown by using 6.6 and 6.7.

6.1.3 Opting Out

In light of Proposition 6.1.6, the standard notion of the Price of Stability [2] is not defined
for pure Nash Equilibria in our game. Mixed Nash Equilibria are not a natural solution
concept in inoculation games, because the decision of whether or not to be vaccinated
tends to be permanent or very long-term. Nevertheless, it is of interest to analyze the
effect that nodes’ autonomy with respect to vaccination decisions has on the social cost.

Since the main concern with individual autonomy is undervaccination of the network
(see the discussion at the end of Section 6.2), we consider a natural model of opting
out. A benevolent authority suggests a set of nodes Sy to vaccinate, such as the optimal
solution S* or an approximation. Subsequently, nodes that were targeted for vaccination
have the option to override this decision, e.g., by not showing up for their vaccination.

Notice that they cannot opt back in once opting out. However, we do not allow nodes
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v ¢ Sp to override the decision and become vaccinated instead. Since the resulting
dynamic is monotone in the number of vaccinated nodes, it will always converge to a
final set of vaccinated nodes. However, this set of nodes may depend on the order in
which nodes opt out.

For a starting set Sy, we define R(Sp) to be the collection of all node sets S such that
the opting-out dynamic, starting from Sy, will eventually reach S. Formally, we define

R(So) as follows:

Definition 6.1.7 (1) Sy € R(So), and (2) If S € R(Sp), and v € S prefers being

unvaccinated, given that all nodes in S\ {v} are vaccinated, then S\ {v} € R(Sp).

Note that we do not require each S € R(Sy) itself to be stable; we also include in
R(So) sets such that in later steps, further nodes will opt out. We then define the Price
of Opting Out to be the worst-case ratio between the social cost of any set S € R(S*)
and the social cost at S*. Thus, the Price of Opting Out captures the increase in cost
due to giving nodes the authority to opt out of vaccinations.

Our notion of the Price of Opting Out bears some similarity with the “Price of
Sinking” defined by Goemans et al. [43] in the context of routing games and valid util-
ity games. However, they considered the strongly connected sink component of the
best-response graph, and considered bounds on the expected cost under the stationary
distribution of a random walk. Our goal is to obtain bounds on each reachable state.
Naturally, it is a question for future work to consider not only opt-out dynamics, but

states reached by arbitrary sequences of best responses.
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6.2 The Price of Opting Out

In this section, we bound the price of opting out, by analyzing any state that can be
reached from an initially vaccinated set Sy by a sequence of opt-out moves. Our main

theorem is the following:

Theorem 6.2.1 If S is obtained from Sy by a sequence of opt-out moves, then C(S) <

L.C(S).

Theorem 6.2.1 thus in a sense captures the Price of Limited Autonomy: letting
individuals choose not to be vaccinated when an optimal (or near-optimal) solution

prescribes that they should be.

Proof. Let {v1,...,v,} = 5o\ S be the set of all nodes who have opted out of being

vaccinated, in the order in which they opted out. Let Sy = S U {v41,...,vs} be the set

of nodes still vaccinated after ¢ nodes have opted out, and th), e ,F,(:t) the connected
components of G\ S;. In particular, Fgo), e ,F,(c?)) are the connected components of the

initial vaccinated set Sy. Define

1) = Pies, Co 8205 2 er Pudlyer® Lo

We will prove by induction that for all ¢, we have

o(t) < C(So). (6.8)
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The base case t = 0 holds because 8 < 1, simply substituting the definition of social
cost. Consider step ¢ in which node v = v; decides to opt out of vaccinating. By ceasing

. t ) .
to be vaccinated, v merges one or more components ¥ for i € M , forming one new

%

component F§t+1) . Then,

@(t + 1) = (ﬁ(t) - CU =+ /8 : (Zuer§t+l) Pu Zvergt*‘l) L’U

ZieM Zuepgt) Pu Zvepgt) Lv)-
By Proposition 6.1.3, the fact that v chooses to opt out of vaccinating implies that
C, > (1 - IB) Zuef‘(t"’l) Pu - Ly
J

HB (2 ertern PuDyepon Lo = Siens 2 er Pu Xy er Lo)

2 B (pereen Pudereen Lo = Diens 20y er Pu Dy Lo)-

Substituting this inequality into ®(¢+ 1) shows that ®(t+ 1) < ®(¢), and the claim now

follows by induction.

After all v; have opted out, the total social cost is

C(S) = Z’UES C"U + Z’L ZUEF(Z) pu ZUEF(.Z) L’U

< -0
< % : C(SO)’
where the last step followed from the claim we proved by induction. ]

By applying Theorem 6.2.1 to the optimum set S*, we obtain the following corollary:

Corollary 6.2.2 The Price of Opting Out is at most 1/0.
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Notice, however, that Theorem 6.2.1 is more general. In particular, it applies to
approximately optimal starting sets Sp. While computing S* itself is NP-complete [4],
we have shown how to find an O(logn) approximation to the social cost [19]. Theorem
6.2.1 then guarantees that if we start with the set Sy vaccinated, after allowing the nodes
to opt out, the social cost will be within a factor O(1/3 -logn) of optimal, and stable to
further opting out of nodes.

We also remark that Theorem 6.2.1 is tight.

Proposition 6.2.3 There are instances with altruism B where the Price of Opting Out

is 1/5.

Proof. Let 8 > 0 be arbitrary, and consider a star graph with n nodes. Let L, = 1 and
Cy, =14 p(n+1/n—2) for every node v. Then, the inequality (1+S(n+1/n—2))-n >
(1 — B)n?+ B(n? — (n — 1) - 12) for the central node shows that opting out always leads
to a solution with no nodes vaccinated (none of the other nodes want to get vaccinated
since vaccination by any of them cannot break up the star), for a total cost of n. On the
other hand, the optimum solution vaccinates the center node of the star, giving a total
cost of 1 +8(n+1/n—2)+1—1/n=pn+O(1). As n — oo, the Price of Opting Out

then converges to 1//. [

Instead of the Price of Opting Out, one could study the Price of Opting In. There are
two reasons why this is not as natural an approach: (1) It is less realistic that one could
force individuals to undergo vaccinations, and (2) The Price of Opting In is always 1.
The inequality in Proposition 6.1.3 and some calculation show that if S-altruistic nodes

4

prefer to switch their status to “vaccinated”, the social cost always decreases.
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Naturally, the most general dynamic one would want to study would combine opting
in and opting out, considering any sequence of best-response steps. Ideally, one would
want to prove a 1/8 bound for all states reachable by such best responses. However,
analyzing a full best-response dynamic in this sense appears to be quite challenging, and

it is possible that it reaches states much less efficient than 1/3 - C'(S¥).

6.3 Conclusions and Future Work

In this chapter, we presented bounds on the Price of Opting Out for a network inocula-
tion game, in the presence of altruism. We believe that the Price of Opting Out result
in particular has interesting consequences in terms of policy: it suggests that if individ-
uals have the freedom to opt out of suggested vaccinations, then neither coordination
of strategies nor socialization of costs alone will lead to an efficient outcome, yet the
combination of both gives outcomes of much lower societal cost.

Naturally, many questions remain for future work. Most directly, our Price of Opt-
ing Out result should be generalized (if possible) to a more general notion of autonomy.
Since pure Nash Equilibria may not exist in general, a natural (and very strong) result
would be to show that all states reachable from the optimum by any sequence of indi-
vidual best responses have the same cost bound. Such sequences could include arbitrary
choices to vaccinate or not to vaccinate matching nodes’ preferences. Such a result would
significantly strengthen the policy implications of our results, since in most scenarios,
individuals do have the freedom to decide whether or not they want to be vaccinated.

Furthermore, while mixed Nash Equilibria are not an ideal solution concept for the type
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of game we study here, it would nevertheless be interesting from a theory point of view
what they look like, and how efficient or inefficient they are.

Stronger bounds could also be obtained under additional assumptions about the
network structure. For instance, most social networks have bounded degrees. Indeed,
we can show that even in the basic model of Aspnes et al. without altruism, the Price of
Anarchy is bounded by v/nA if all degrees are bounded by A (whereas the general bound
is ©(n)). The exact impact on the Price of Opting Out or a generalization constitutes
an interesting direction for future work. Similarly, it would be interesting to study the
impact of other graph parameters.

More generally, the model proposed by Aspnes et al. (which we study here) is some-
what simplistic. It assumes that each edge of the graph will deterministically transmit
the infection, and that each vaccination will deterministically protect the node. As-
signing (known) probabilities to both types of events would be much more natural, but
most likely lead to a significantly more difficult optimization problem. For example, we
are given a graph and told who is vaccinated; each edge transmits the infection with
probability p # 0,1. Then, computing the expected number of infected nodes from a
uniformly random outbreak might be fP-hard. Since evaluating the objective function
might be already hard, things will not be better for the optimization problem.

Finally, our analysis assumes that all nodes know the full topology of the network.
This is certainly not true in social networks, and it would be interesting to formulate a
natural model of partial knowledge, and analyze its impact on the behavior of individuals
in the network. Different nodes may have knowledge of different parts of the network,

[43

creating different “views” about connected components whose sizes may affect their
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decisions. Then, the existence of equilibria is not even clear any more. Let alone the

PoA and PoS.
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Chapter 7

Auctions

There is no concept of networks in the setting of the standard auction theory. In this
chapter, we are going to see how the outcome of an auction is affected by being situated
in an economic or social network. We just focus on the most basic auctions, single-item
auctions where the auctioneer is selling an item to n bidders. In a standard auction (e.g.,
first- and second-price auctions), there is no concept of relations among bidders. The
purpose here is not to change or design auction mechanisms but to see how equilibrium
bidding strategies in a first- or second-price single-item auction change due to bidders

having positive or negative relations that form an economic or social network.

7.1 Preliminaries

The traditional view of auctions posits that bidders only care if they win the item(s), and
at what price. The utility of bidders not winning the auction is 0, regardless of the actual
outcome. If the auction is conducted among perfectly rational strangers, the items are
solely for resale, and no future competitive advantage is gained by winning an auction

cheaply, this assumption is quite accurate. However, in many realistic scenarios, the
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bidders are embedded in social and economic networks, which will affect their perception
of an auction’s outcome. For instance, previous social or economic interactions may
have led to positive or negative relationships between bidders. These in turn will cause
different perceptions of the auction to a bidder, depending on which competitor wins, and
at what price. A similar case can be made for potential future economic interactions: if
two bidders are likely future collaborators, then one would derive benefit from the other’s
winning the auction; conversely, if they are likely future competitors, then an outcome
advantageous to one is intrinsically threatening to the other.

These observations for auctions motivate our study of auctions in which the utility of
losers is not always 0, but rather depends on the identity of the winner, and the utility
the winner derives from the auction.

We assume throughout that we have n bidders with valuations v;. Bids are denoted
by b;. We study auctions in which the auctioneer is trying to sell an item, and consider
first- and second-price auctions Both for first- and second-price auctions, the auction
mechanism selects as winner a bidder ¢ maximizing b; (breaking ties arbitrarily, but
consistently). Let w be this winner, and s € argmax;,, b; be a bidder making the
second-highest bid. Then, the threshold bid for the winning bidder w is 7, = bs.

To distinguish between the utility derived directly from winning in the auction, and
the utility derived indirectly from other bidders’ utilities due to spite or altruism, we call
the former subutility, and the latter perceived utility. We can see that this also falls under
our general model of altruism and spite. The general definition of Chapter 2 specializes

to the following (perceived) utilities for bidder i.
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1. Second-price auction for selling an item:

Bii- (vi —T) for i = w

Biw - (v —Ty) fori#w

2. First-price auction for selling an item:

Bii- (vi — b;) for i = w
u = (7.2)

Biw -« (U — by)  for i #w

Remark 7.1.1 The definition given here coincides with the one used by Brandt et
al. [14]. The definition of Morgan et al. [69] differs only in that it omits the factor

Bi,i in front of the subutility from himself.

The larger |§; ;|, the more important the winning or losing of other bidders becomes
to i. (Notice that we do not recursively consider the utility a bidder derives from another
bidder’s perceived utility. Such systems of utility functions studied by Bergstrom [9] have

been discussed in Section 2.3.1.)

7.2 Bayesian Auctions

We study auctions in which the auctioneer is selling a single item to spiteful and altruistic
bidders. Each bidder’s value is private, but drawn from the same distribution, F', which

is common knowledge among all bidders. Bidders are assumed to maximize expected

utility.
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We would like to derive general Nash Equilibrium conditions for arbitrary distribu-
tions F' on [0, 1] and spite levels, for both first- and second-price auctions. Since these

conditions are too complicated to solve in general, we focus on two special cases:

1. Networks in which each bidder has the same number d of acquaintances, and feels
the same spite/altruism level 5 toward all of his d neighbors. Thus, we have a
social network in which each node has outdegree d, and all bidders have uniform
spite/altruism. For this case, we analyze both first- and second-price auctions
under arbitrary distributions F' of valuations. We show that the revenue of the
second-price auction dominates the first-price auction for S < 0, while the domi-

nation is reversed for 8 > 0.

2. First-price auctions with triangular altruism matrices with non-negative entries or
block spite/altruism matrices B. Bidders’ valuations are drawn uniformly from the

interval [0, 1]. We present a (non-symmetric) Nash equilibrium.

Throughout, we identify the distribution F over [0, 1] with its cumulative distribution
function (cdf), and use f = F’ to denote its density function. Bidder i’s bidding function
is b;: When bidder 7 has valuation v, she will bid b;(v). We denote by bl._l the inverse
function of the bidding function, i.e., bi_l(b) is the valuation v such that bidder i with
valuation v would bid b.!

We begin by deriving equilibrium conditions for first- and second-price auctions in

the fully general setting:

!We are thus implicitly assuming that the bidding functions are strictly increasing and continuous.
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Lemma 7.2.1 Assume that all valuation are drawn independently from the same distri-

bution F over [0,1].

1. Nash FEquilibria of first-price auctions satisfy the following system of differential

equations:

F05 (0 (v)))b5 (bs (v))
2t Bii (v = bi(w)) - = F(b{l(bigv)))

_ F07 (bs (0)))0; Y (bi(v))
+ 2505 (1)2b:(0) <ﬂi:ibi(”) — Bijb l(bi(”))> ' F(b; " (bi(v))) (7.3)

= B

2. Nash Equilibria of second-price auctions satisfy the following system of differential

equations:

F07  (bi(0) 07" (i)
,Bi,i ’ Zj;éi F(bj_l(bi(v))) : (U —b; (U))

Bi,j )
+ZMF@%@»(

7

_ FO (b ()b (bs (v
(1= PO 00 - 5i(0) iy Ly o)

+0i(V) - s £ (07 (B () - by (B3 ()

b (b (0)))-b Y (b (v
_bi(v)'Zk?ﬁiJ‘ F(by " (03 (v)))-b, " (bi(v)) _1>

F(by ' (bi(v)))
i _ _ _ 1/
2 ki (1)2bi (v) m : ( — b (bi(v) - £ (Bi(v))) - ;! (bi(v))>
= =2z Bij
(7.4)
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Proof. We first consider the case of first-price auctions. Denote by & = [bj(v;) >
by (vg) for all k # j] the event that bidder j wins the auction. Using linearity of expec-

tations, the expected utility of bidder ¢ with valuation v is

Prob[&] - Bii - (v — bi(v)) + 32,4 Probl&] - 855 - (E [vj | €] = E[bj(v;) !f%‘])
= Bii- (v =b(v) - [T F(b5 " (Bi(v)))
#5018 (im0 @) Ty PO (5@

— s e ¥ ))b;1’<y> Tlisay F (b (9)ly).

At Nash Equilibrium, the bidding strategy b; must be optimal. Thus, we take a derivative

with respect to b;(v) and set it to 0, obtaining

B (e 05 i) - 07V (Bi(0)) - (0 = bi(0)) - Ty FO (i)
~ T FOT (0i0))) )

2 ki by (1)2bs(0) P (
= b (Bi(0) - £ Bi0) - by (i) - Ty PO (0i(0)))
+bi(0) - FO7 Bi0)) - b5 (0i(0)) - Ty FO i)

= 0.
Using that
b _ L FOIGiw)
[Tz j F(by (0i(v))) e A -
o F b_l bz v
[ FOT i) = m;%%Lm’

rearranging and canceling yields the condition claimed in the lemma.
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For second-price auctions, in addition to &;, we use Dj; = [bj(v;) > br(vy) >
be(vg) for all £ # j, k] for the event that bidder j wins the auction, and bidder k has
the second-highest bid. The expected utility of bidder i with valuation v bidding b;(v)

is

Biji - (Prob[&] - v =3, E[bj(vs) | Di] - Prob[D;])
+ 34 Big (E [vj | €;] - Prob[&;]
— bi(v) - Prob[Dy] = Yy E [bi(vr) | Digl - Prob[pj,k])
= B T F O 0 0)) - (0= S0 oty @ F67 @) 07V (2) - Tl P07 ()
+ 552185 (St @ - @) Tlizay PO (b))
= biv) - (1= F(b; () - Tisay PO 0i(0)))

~ Ysag Sk ysaion @ O @) b7 @) - (L= FO7 @))) - Ty F (b7 @) de).

Again, we take a derivative with respect to b;(v) and set it to 0.

Simplifying the resulting equation using

~10p. _ [, F (b, (bi(v))
ez g B0y~ (0i(v)) = F(by, (b () F (b (b (v))) F(v)

as well as the two identities (7.5), after rearranging, we get the condition as claimed in

the lemma. [ |

In general, the system of differential equations (7.3) does not admit a direct solution,
due to the interplay between inverses of bidding functions. We therefore next focus on
special cases where the particular form of bidding functions allows us to simplify the

differential equations further.
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7.2.1 Regular Social Networks

As the first special case, we consider regular social networks, i.e., those in which each
node has the same out-degree d. Furthermore, we assume that for each pair of bidders
(4,7) with a directed edge from i to j, the spite level is the same, f; ; = 8 for all 7, j with
an edge, and let 3;; = o > 0.

It turns out that under this scenario, both the first-price and second-price auction
have a symmetric Bayesian Nash Equilibrium, i.e., a Nash Equilibrium in which all

bidding functions are the same, b; = b for all 1.

First-Price Auctions

Theorem 7.2.2 There exists a Bayesian Nash equilibrium for first-price auctions in
which all bidders bid b(v) = E[X | X <wv], where X is a random variable with cdf

F(m)n—l—dﬁ/a'

Proof. Substituting the symmetric guess b; = b for all ¢ into the the system of dif-
ferential equations (7.3), we can simplify the system by using that bj_l(bi(v)) = v,

b; Y (bi(v)) = sy, and bj(1) > bi(v) for all i, j into

>t (5i,i(v —b(v)) + Bi,jb(v) — Bi,jv> ' % = Bii

and, using the network structure, simplify further to

(((n —1a—dp)-(v-— b(")))) : F(i)(;:’)(v) = @
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F)¥ (v)
f(v)

Solving for b(v) gives us b(v) = v — n—l—l B . This differential equation has

solution

bv) = F(o)=(=1=d8/e) . (Vo (n —1 —dB/a)- F(z)" 2Bl f(z)de.  (7:6)

Thus, we have proved the theorem. |

Note that the bidding function can be interpreted as the expectation of the highest
of (n—1) — % private values below v, in spite of the fact that (n — 1) — % may be
a fractional number. Notice that this theorem does not characterize all equilibria, and
indeed, it seems very likely that this auction also possesses asymmetric Nash Equilibria.

Substituting the uniform distribution over [0, 1] for every bidder’s valuation, we ob-

tain the following corollary:

Corollary 7.2.3 There is a Bayesian Nash equilibrium for first-price auctions with all

valuations uniformly distributed in [0, 1] in which all bidders bid b(v) = (1 — v.

n-aoiﬁd) ’

In particular, when d = n — 1, Theorem 7.2.2 and Corollary 7.2.3 recover the results
of Brandt et al. [14] who showed that b(v) = ;LT_Lli - v for uniform spite levels (with

a =1+ ), and those of Morgan et al. [69] (with o = 1).

Second-Price Auctions

We next turn our attention to second-price auctions, and prove the following theorem.
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Theorem 7.2.4 There is a Bayesian Nash equilibrium for the second-price auction with
reqular friendship graphs in which all bidders bid b(v) = E[X | X > v], where X is a

random variable with cdf

(n—1a
Bd

L (1= F(z)'"

Proof. We again substitute the symmetric guess b; = b for all 7 into the system (7.4)

and simplify by using that bj_l(bi (v)) =, bj_ll(bi (v)) = and b;(1) > b;(v) for all 4, 5,

1
T’

: £ (bt (bi (0)))-by ! (bi(v) by ! (bi (0)))-by M (bi(v)
canceling b; (V)3 i, by (1)2bi(v) = é(zfgl)(bi(’cv))g L and ~bi(v )Zk#,y ]f?(b(g )( (v))g =

since by (1) > b;(v) for k # 4, j to obtain

Bisi* D iz % (v —=0b(v))

+225 G F” (‘ b(v) Zk:;éi,j z{/((f,)) +b(v) Ze# 1{/(( v{/((f,)) 1) = - Zj;éi Bij-

Noting that the two sums inside the parentheses almost cancel out, i.e., — > ki %4—

P g,((z)) = %, pulling constant terms % (v —"0(v)) out of the sum on the left-
hand side and ( y out of the sum on the right-hand side, and using that Zﬁél Bij =dp

and §;; = « for all 4, we simplify further to

a-(n=1) glipey - (v = b)) — ey 8- (0 b)) = —(1— 5gy) - dB.
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Rearranging yields the differential equation b(v) = v + ng d;(ll);}jgjcg)):?(%), which has

the solution

1 n—1)a (n—Da
bv) = ——L o [y (L B (1= F0) 7 f(x)da.
(1=F(v)) = P4
Thus, we have proved the theorem. |

Note similarly that the bidding function can be interpreted as the expectation of the
lowest of 1 + (ng—;)a private values above v. Substituting the uniform distribution over

[0,1] for F gives us the following corollary:

Corollary 7.2.5 There is a symmetric Bayesian Nash equilibrium for the second-price
auction with all bids independently and uniformly drawn from [0,1] in which all bidders
bid

d d
bv) = (1+ (n—l)ﬁTZBd) U= 7@_1%_2@-

Again, when d = n — 1, Theorem 7.2.4 and Corollary 7.2.5 subsume the results
for second-price auctions with uniform spite by Brandt et al. [14] who showed that

b(v) = *=£ (with @ = 1+ 8), and those by Morgan et al. [69] (with a = 1). By

combining Corollaries 7.2.3 and 7.2.5, we can compare the expected revenues of the

first-price auction and second-price auction.

Theorem 7.2.6 Assume that the social graph is regular, with uniform spite/friendship
values B < «, and that the valuations of all bidders are drawn independently and uni-

formly from [0,1]. Then,
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1. In the presence of uniform spite (B < 0), the expected revenue of the second-price

auction dominates the expected revenue of the first-price auction.

2. In the presence of uniform altruism (B > 0), the expected revenue of the first-price

auction dominates the expected revenue of the second-price auction.

Proof. Let bp and bg denote the bidding functions for first- and second-price auctions,
respectively. Also, let V(1) and V() be the highest and second-highest valuations among
all bidders, respectively. Notice that because all bidders use the same bidding function,
the highest valuation always corresponds to the highest bid, and the second-highest
valuation to the second-highest bid.

The revenue of the first-price auction is thus bx(V{1)), while the revenue of the second-
price auction is bS(V(Q)). Notice that both bidding functions are linear, so we can use

linearity of expectations. Furthermore, E [V(l)] =4y andE [V(z)} = Z—I_i Substituting

these in the bidding functions of Corollaries 7.2.3 and 7.2.5 gives us that

_ (0% n _ -1 _ﬂd n
E [bF(V(l))] = (1- n~a—,8d) "ntl T (nnu)fﬂd " ntl
_ d n— d _ (n-Da-Bd n— d
E [bS(V@))] = (1+ (n—l)/Ba—2,Bd) ’ n——i-% - (n—1)ﬁa—25d - ((77—1))5—25(1 ’ n——i-% - (n—l)/Ba—QBd'

The difference is

E [bs(Vig))] = E [br(Vy))]

_ (m=Da-Bd n-1 _ Bd _ (m=Da—pd n_

—  (n—1)a—23d n+l1 (n—1)a—23d n-a—pBd n+1

—  (=)-(na=pd)((n=la=pd)—n-((n—1)a=26d)-(n-1)a=pd) _ pd
(n+1)-((n—1)a—28d)-(n-a—pBd) (n—1)a—243d

— —Bd-(n-a—pd) _ __—a(n=1)Bd+(Bd)?

- ((n—1)a—2Bd)-(n-a—p3d) ((n—1)a—28d)-(n-a—pBd)

_ —Bd-a

= (Da—28d)(na—pd)"
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Notice that the denominator is positive for all values of d and all 8 € (—1,1). The
numerator has the same sign as §. Thus, in the presence of uniform spite, the expected
revenue of the second-price auction dominates the first-price auction. In the presence of
uniform altruism, the expected revenue of the first-price auction dominates the second-

price auction. [ |

7.2.2 Uniform Valuations

Next, we consider the case of general matrices B with 3;; > 0 for all i and 3;; > |; ;| for
all j # i, but under the assumption that all valuations are independently and uniformly
drawn from [0,1], i.e., F(z) = x for z € [0,1].

In this case, for first-price auctions with arbitrary B, we still do not know how to
solve the corresponding differential system. Nonetheless, we can calculate a Bayesian
Nash Equilibrium for first-price auctions explicitly if B is a mon-negative triangular
or block matrix, because there happens to be a Nash Equilibrium where each bidder
bids b;(v) = ~;v for some constant 7;. Unfortunately, a guess of b;(v) = ~;v, or even
bi(v) = ;v + &;, does not appear to lead to a solution of the corresponding differential
system for second-price auctions, and we are not aware of any explicit characterization

of an equilibrium of the second-price auction here.

Definition 7.2.7 A non-negative upper triangular altruism matriz B is an altruism/spite

matriz with 3; ; > 0 for j >4 and B;; = 0 for j <1, and B;; > ;; for all i,j # 1.

Intuitively, this definition captures scenarios where the “friending power” of players is

very asymmetric and according to some kind of ranking. Player i has friending power
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to choose to be altruistic, i.e., 3;; > 0, or not, i.e, 3;; = 0, to any player j for j > i.
However, player ¢ does not have friending power to any player j for j < 4 so it must be the
case that 8; ; = 0 for j < i. Notice that a player’s friending power may not necessarily
be proportional to his outdegree in the social or economic network. We study this
model mostly because it is mathematically tractable, while it is doubtful how much it
would capture real-world scenarios. Nevertheless, it somehow reflects the asymmetry of

knowing and caring about other people in the real world.

Theorem 7.2.8 Assume that all valuations are drawn independently and uniformly from
[0,1]. Let B be a non-negative upper triangular altruism matriz and C a matriz with
entries ¢;; = —(n — 1) and ¢;j = % fori # j socij >0 forj>iandc;; =0 for

j < i. Then, there is a Bayesian Nash equilibrium for first-price auctions with B, where

each bidder i bids b;(v;) that satisfies

1. bz(vl) = Y;iU; with
S det(C)
Ti T F(C)—det(Cy)?

where C; is formed by replacing the i™ column of C by all 17s

2. bi+1(1) Z bz(l) fO?“ 1 S ) S n—1.

Proof. Let \; =1 — % for all 7. We first see that \; = (éztt((%)) solves —(n — 1)\; +

Zj>i %)\j =1 for all ¢ by Cramer’s rule. (Equivalently, the vector A of all A; entries

(3

solves C'- A = 1.) This is equivalently saying that v; = Mg)#ﬁ(c_) solves for all 4,

(= DBis(=— 1)+ 3 Biy(l— =) = B (7.7)
Vi i

7>t

125

www.manharaa.com




We then see that Ay < Ao < ... < \,: since —(n — 1)\; + Zj>i giz A; =1 for all i,
we can verify these inequalities by simply knowing that A\, = —1/(n — 1) and % >0
for all j > 4. Thus, 71 < 72 < ... < 7,. The inequality on the b;(1) now follows, ie,

bi(1) < ba(1) < .. < bp(1).

For each bidder i, (bj_l)’(bi(v)) = %, and bj_l(bi(v)) = j/—; - v due to b;(v) = v;v. The

system (7.7) becomes for all i,

UUI0) ] b (00)
;ﬁi,i(’v — bi(v)) - m + ;ﬂi,]’(bi(’l}) —b; Lbi(v))) - m = B (78)

Since b1(1) < ba(1) < ... < bp(1), we know that b;(1) > b;(v) for all j > i. Therefore,

along with §; ; = 0 for all j < 4, this system (7.8) becomes for all i,

by (bi(v) -
> i Bii(v = bi(v)) - m 20k (1)2bi (o) Bing (0i () = b7 (Bi(0)))

= Big

7V (i)

b, (b (v))

With F(z) = z and f(z) = 1 for all = € [0,1], this system is equivalent to the general
system (7.3). We have shown that there is a Bayesian Nash equilibrium for first-price

auctions with B, where each bidder i’s bid satisfies (1) and (2). ]

If we solve the system explicitly for the bidding functions, we will see that players
with more “friending power” actually bid less aggressively (with b;(1) = ~; smaller),
which roughly agrees with our intuition.

Another natural special case which can be solved easily using our general result (7.3)
in Lemma 7.2.1 is that of disjoint cliques of friends in an auction. The bidders form
g disjoint groups Si,...,S,. Within group Sj, all bidders have altruism B*) to each
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other (and §;; = 1). Across groups, bidders are indifferent, i.e., a bidder’s altruism or
spite level towards any other bidder who is not in his group is 0. Then, C is a block
matrix, and the system of linear equations can be solved for each block separately. Due
to symmetry, within each group Sk, all bidders will use the same bidding strategy, i.e.,

Ai = Aj = M%) whenever 4, j € Sj. The linear equality thus simplifies to —(n— 1)/\(k) +

(|Sk| — 1) - %) - A(R) = 1, with the solution A¥) . Substituting this

— 1
— (I8kI=1)-BH) ~(n-1)

into the definition of ~y;, we obtain the following corollary:

Corollary 7.2.9 If the bidders form disjoint cliques Sy, with mutual altruism %), and

all valuations are drawn uniformly from [0, 1], then there exists a Bayesian Nash Equi-

n=1-%®) (|S|-1)

librium in which each bidder i € Sy bids e E® (s Vi

Notice that this corollary reveals several interesting tendencies. First, both A\; and ~;
are always less than 1, and decreasing in |Sg| and B*). This is not entirely unexpected,
as bidders in large or tightly knit cliques feel less of a need to win the auction themselves,
since they are more likely to derive utility from a friend’s winning. What is perhaps more
surprising is that the bidding strategy of a clique S; does not depend on how large or
tightly knit another group Sy is. While this follows readily from our general result, it is
not at all apparent a priori, since another tightly knit group might bid lower, allowing

group S to lower its bids safely as well.

Remark 7.2.10 (Altruism Changes) We would like to investigate how bidder i’s
strategy changes if her altruism level 3; ; toward another member of the network changes
in an auction with a triangular altruism matriz or a block altruim/spite matriz. One

would intuitively expect that if bidder i’s altruism toward bidder j increases, then bidder
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1 will always bid lower, i.e., decrease 7y;, because she derives more utility from bidder
j’s winning. (Indeed, for disjoint cliques, this intuition is borne out.) However, it may
turn out that this is not always the case. Our partial results show that in response to the
change of one B; ;, the entire network’s strategies adapt, and in some cases, this means

that bidder i will lower her bid.

Remark 7.2.11 (Calculating the Efficiency and Revenue) [t would also be inter-
esting to calculate the efficiency and revenue of an auction with a triangular altruism
matriz or a block altruim/spite matriz. Since v; can be solved explicitly for these two
cases, calculating the expected value of the winning bid seems possible. We leave the
analysis of efficiency and revenue (and thus the Price of Anarchy and Price of Stability)

for future work.

7.3 Conclusions and Future Work

We extended the analysis of auctions with spite and altruism among agents to the case
of non-uniform spite matrices. We gave explicit characterizations of Nash Equilibria for
first-price auctions with valuations drawn uniformly from [0, 1] and triangular altruism
matrices or block spite/altruism matrices B, and for first- and second-price auctions with
arbitrary valuations and regular social networks.

Many questions remain for future work. For Bayesian auctions, we would first like to
move beyond non-negative upper triangular matrices for first-price auctions even only
with uniformly distributed valuations. Then, can we find a Nash Equilibrium for first-

and second-price auctions in general? It appears that this is significantly more complex:
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the fact that first-price auctions had a Nash Equilibrium in which each bidder simply
multiplies her bid by a constant was fortuitous. Also, can we extend the analysis of
first-price auctions to other distributions, or to priors that are not identical for different
bidders?

Having characterized the Nash Equilibrium bidding strategies, we would also like to
explicitly compute the revenue and social welfare of the auction. The main obstacle
here is to find the expected value of the winning bid, which is now a maximum among
n values drawn from different distributions. Calculating the revenue or social welfare
would also let us quantify the impact of spite or altruism on the outcome of the auction.

Another intriguing question is whether agents can learn equilibrium bidding strategies
using a natural algorithm. Assuming that each agent knows the entire matrix B is
certainly unrealistic. Are there simple strategies (in the style of [10]) wherein each
bidder adapts her bidding strategy based on the utility derived from earlier auctions?

Another auction model to consider non-uniform spite is full-information auctions
where bidders know each other’s valuations. For full-information auctions, a large num-
ber of questions remain as well. We can start with a model where each bidder just has
one spite level as his parameter (different bidders can have different spite levels). For
the case of two bidders with full-information, we may want to characterize all e-Nash
Equilibria since Nash Equilibria may not exist, and use this characterization to design
auctions minimizing the Price of Anarchy or Price of Stability. Then, we would like to
extend our results beyond two bidders. This is non-trivial: for instance, even for three
bidders, it is possible to construct scenarios with different Nash Equilibria, in which

different bidders win. However, the main difficulty in designing optimal auctions is that

129

www.manaraa.com



in general, there is not much correlation between the bidder winning the spiteful auction
and the bidder winning at the social optimum. Should an extension to larger numbers
of bidders succeed, the next step would be to consider arbitrary matrices B again, and
to characterize all e-Nash Equilibria in that case. It would also be interesting to prove
that the optimal mechanism (in terms of minimizing the PoA or PoS) in all cases must
be a simple linear scaling of each bid by a factor depending on spite levels.

Finally, we would like to extend these results beyond single-item auctions to more
complex settings. A particularly promising direction would be the context of keyword
auctions [59], as well as various combinatorial settings: for example, path auctions (a
special case of auctions on a set systems), where an auctioneer tries to buy a path from
bidders residing on edges in a graph; given the structure of bidders inherent from the

auction’s nature, how the friend or foe relations are formed is not even clear in this

context.

130

www.manharaa.com




Chapter 8

Discussion, Conclusions, and Future Work

8.1 Discussion and Conclusions

Standard game theory has traditionally posited the assumption that individual players
are selfish and rational. They only care about the outcome of an economic interaction
and their personal gain and loss through the interaction, not other players’ gain and
loss. However, our experiences and experiments in laboratories sometimes profoundly
contradict this. For instance, our caring for the welfare of society or underprivileged
people could drive us to some altruistic behavior sometimes, even sacrificing our own
benefits. Our concern for the environment could guide us to some environmentally-
friendly decisions, sometimes even giving up our own convenience. This could happen
even when we know that the effect of a single person’s decision is negligible. Furthermore,
how can we explain a few players’ contribution to the common pool in the experiments
for public goods contribution games (see [57] for more discussion)? How can we explain
a bidder’s dislike for the winning of some competing bidders and indifference for that of

other irrelevant bidders, which are not discussed in the standard auction setting where
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only allocation matters? There may be some psychological account for such regard in a
player’s interest, which would lead us to a more general interpretation of game theory
via a more general utility theory. We think that a model that takes into account altruism
and the opposite of it, spite or negative altruism, in real humans would be a better model
of how real humans actually behave.

On the other hand, standard selfish theory usually predicts bad outcomes in terms
of some global measures. It would be very interesting to see what we can do with
our model that incorporates altruism and spite in real humans via defining players’
“perceived” utility functions. We want to investigate whether standard game theory is
too pessimistic (or maybe it turns out to be too optimistic) about what will happen with
real humans in a system by revisiting some global measures on outcomes with our model.
We can see that monetary offsets (such as taxes and tolls) added to individual players’
payoffs have been designed to incentivize selfish players to deviate towards considering
social welfare. Our consideration of altruism, which means empathy for others, can thus
be viewed as in effect playing a similar role as such monetary terms.

We consider altruism as well as spite, i.e., negative altruism, in the model, since
the opposite of altruistic behavior, spiteful behavior, can also be observed in reality.
For instance, consider a scenario of players situated in social networks, where players’
previous or future interactions affect them to form dislikes or preferences towards other
players. A player would possibly experience a negative utility when some player that he
has spite towards gains benefits.

Our choice for the model assumes that each player’s (perceived) utility is a linear

combination of his own payoff and all the other players’ payoffs, given the social welfare

132

www.manaraa.com



as the global objective that we are looking at. We call a player’s own payoff the selfish
part and the rest,! roughly corresponding to the other players’ payoffs, the altruistic
(spiteful) part. An obvious advantage of this model is simplicity, which at the same time
does not prevent us from meaningful and interesting analysis. Besides simplicity, we will
first argue that the altruistic part and the global objective that we are concerned with
should be considered together as a bundle. We specifically consider a wtilitarian social
welfare, i.e., the sum of all players’ utilities, as the objective, so our current choice for
perceived utility functions is a match. Then, we will argue that linearly combining the
selfish and altruistic parts is a natural choice from the economic literature. On the other
hand, the choice for equilibrium solution concepts is actually independent from the choice
for players’ utilities, since no matter how players’ utility functions change, we still need
to analyze the system at some kind of steady state. Thus, Nash equilibria are still the
first natural choice for analyzing a one-shot game with full information, and Bayesian-
Nash equilibria are a natural choice for a Bayesian setting, though both of them are
not necessarily the only choices. Due to several known hardness results for finding Nash
equilibria, recent work has begun analyzing the outcomes of natural response dynamics
and more permissive solution concepts such as correlated or coarse correlated equilibria.
In Chapter 5, we explored the analysis for more permissive equilibrium concepts for
congestion games.

We are particularly interested in the effects of altruism on the utilitarian social wel-
fare, which is the global objective that we are concerned with in this proposal. It is

quite intuitive to model altruism as a perceived utility function with the altruistic part

'If we use the social welfare or the average social welfare here, the altruistic part may still contain at
least some fraction of a player’s own payoff.
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that reflects this utilitarian social welfare, which shows altruistic players’ caring for the
global objective. Nevertheless, the utilitarian social welfare may not be the only global
objective that can represent and measure what happens in a system. In other words, the
function for the altruistic part is not a fixed choice but goes with the global objective.
For instance, if the objective is not the utilitarian social welfare, but the minimum utility
among all the players?, and we want to maximize such a minimum utility, then our cur-
rent choice for the altruistic part may not be the right choice anymore. Notice that it is
also possible that even though the utilitarian social welfare looks at the sum of utilities,
an individual’s altruism could be about helping the minimum utility, or the other way
round. This means that it is not necessary that a player’s altruistic part agrees with the
global objective. In this thesis, we only consider the models with an agreement between
the choices of individual altruism and the global objective.

Actually, one of the future directions is to consider other interesting objective func-
tions as well as their corresponding altruistic part designs. More broadly, what is the
relationship between the choice of an objective function and the choice of the altruistic
part to induce meaningful effects? For example, maybe considering a weighted utilitar-
ian objective function is interesting. Even for the purely selfish model, not too many
different objective functions have been explored.

Although our altruistic part was originally motivated to reflect a psychological ac-
count for altruistic/spiteful behavior, it can also be interpreted as a monetary term
usually used to suppress selfish behavior in economics, i.e., taxes or tolls. That is, our

design can be considered as a “psychological toll”, while the other is a “monetary toll”.

%In selfish routing, besides the average latency objective (the social cost), Roughgarden also considered
the maximum latency objective to minimize [79].
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If looking at the altruistic part this way, a linear combination of the selfish part and
the altruistic part as a perceived utility can be generally viewed as a quasi-linear utility
function in the microeconomic literature [65]. Quasi-linear utility functions are linear
in one argument, generally the monetary term. Formally, such a utility function could
be written as U(z,y) = u(x) + by, where b is a constant. Quasi-linearity is one of the
restrictions on utility functions that enable us to draw inferences about all indifference
curves between consumption of commodities  and y from a single curve. With quasi-
linearity, the indifference curves can be shifted outward as consumption of y increases
without changing their slope. Quasi-linearity also allows us to trade off smoothly between
u(x) and y using the same unit, which a non-quasi-linear utility may not provide.

We would like to point out that the choice for the equilibrium solution concept
(theory of play) is independent from the choice for utility functions (theory of utility).
Equilibrium solution concepts provide a way to analyze the system at a steady state
where no individual player wants to deviate, given that every player is driven by the
utility function that he perceives. No matter what is the choice of the utility func-
tion, we need to use a reasonable and natural solution concept. After all, game theory
consists of two parts: theory of play and theory of utility. Currently, we think that
intuitively Nash equilibrium for full-information games and Bayesian-Nash equilibrium
for a Bayesian setting would be the first natural choices, when applying these stronger
equilibrium solution concepts is possible (when they exist). Nonetheless, we also adopt
more permissive equilibrium concepts such as mixed Nash equilibria, correlated equi-

libria, and coarse correlated equilibria in Chapter 5. This also means that we do not
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have to stick with some equilibrium concept if there exists no such a equilibrium. No-
tice that there are other equilibrium solution concepts that we probably do not want
to use here. For example, dominant strategies may not exist for traffic routing due to
the nature of the problem under study; iterated best response may cause cycles so the
convergence can be unclear. For now, our work is more about analyzing a steady state
given enough information and less about how strategies are derived and equilibrium is
reached. Since we are planning to consider repeated games with learning where a Nash
equilibrium may not be reached, equilibrium solution concepts such as e-Nash equilibria
or more permissive solution concepts like correlated equilibrium will become more and
more attractive.

We demonstrated that our proposed model of altruism with current choices for play-
ers’ utility functions and equilibrium solution concepts have effects on our current choice
of global objective, i.e., social welfare. The trend of impact from altruism is different
across classes of games. Improvements on the PoA are shown in some games while this
trend is not the case for the other games in which worsening of the PoA is proved. Nev-
ertheless, these choices are not just fixed but context-based, and what we are trying to
propose is not only a specific model but also a flexible framework to facilitate analyzing
the effects of altruism on the outcomes of strategic games and mechanisms. Further-
more, deciding truly what the “right” model is can be difficult. It may involve designing
experiments to support or disprove the theory that is based on the proposed models.
Thus, our work probably also suggests several interesting directions and problems for

experimental work.
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8.2 Future Work

We have summarized many interesting concrete extended questions in their correspond-

ing related chapters. Now, we propose a few future directions in a bit more detail.

8.2.1 Learning in Repeated Games

In the real world, people often face a situation where they get to play a game multiple
times or even for a long period of time. Then, how does a player choose his strategy in
each run of such a repeated game? What kind of equilibria will the game converge to?
How good or bad will the social welfare be at such equilibrium? These are all interest-
ing questions to ask about repeated games, and they have been studied, for instance,
fictitious play, under the theory of learning in games [39]. Intuitively, people will adapt
their decisions run by run, which means that players would learn to play in repeated
games. Among others, no-regret algorithms, which we will formally define later, is one
of the most popular classes of learning algorithms with certain desirable properties. For
example, there are works using no-regret algorithms to ensure convergence to e-Nash
equilibrium (their definition of e-Nash equilibrium is a variation of the standard defini-
tion) [10] and analyzing the Price of Total Anarchy (at coarse correlated equilibrium)

when everyone plays no-regret algorithms [11].
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A no-regret sequence oy, ...,or of probability distributions over strategy profiles is
defined by the property that the total expected payoff of each player is at most o(T) less

than that of the best fixed strategy in hindsight. Formally, for all i and s € S;,

T T
E[Y_pi(s")] 2 E[Y_ pils}, s25)] —o(T),
t=1 t=1

t ~ ol and s, ~ o', for every t. Intuitively, when each player plays the game

where s
more and more times, his total expected payoff will get closer and closer to that of the
best fixed strategy in hindsight. Various no-regret algorithms are guaranteed to generate
a no-regret sequence, for example, the multiplicative weights learning algorithm [61, 38]
is a popular no-regret algorithm.

With our model of altruism and spite, there are more questions to be asked. In
general, when we assume that the (especially, non-uniform) altruism levels are given, we
would be interested to know how players with different altruism levels would converge
to some kind of equilibrium within a reasonable number of time steps, as well as the
PoA/PoS at such an equilibrium. (Recall that we have already analyzed the PoA at
coarse correlated equilibria for linear congestion games in Section 5.2.) Furthermore, if
the altruism levels are not given, a natural question would be how every player adaptively
learns his equilibrium strategy, which means implicitly learning these altruism levels. In
the following, we try to specify these questions in more concrete problem settings that
we have studied.

No-regret algorithms have been shown to give fast convergence to e-Nash equilibria

for the standard selfish routing model [10]. The per-time-step regret of a user is defined
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as the difference between her average latency and the latency of the best fixed path in

hindsight. That is, formally,

T

BP9 T

t=1 t=1ecP

where ¢, is the edge cost function, T is the number of time steps, f1,..., fT is a series

of flows, and a user experienced latencies ¢!, ...

,cl'. An algorithm is no-regret if, for any
sequence of flows, the expected regret over internal randomness in the algorithm goes
to 0 as T goes to infinity. In particular, if each user runs a no-regret algorithm, the
average regret over all users, i.e., = > 1 S cple(fOfE — Eminpep S S ocp le(f),

also approaches 0. So it can be assumed that a function R(7"), which is an upper bound

on the average regret, goes to 0 as T goes to infinity, i.e.,

_Zzg (< R(T) + = mmZZE (fh,

t=1ecFkE t=1 ecP

where R(T') depends on the network size, n, and the maximum possible latency. Then,
T. is defined as the number of time steps that it takes to get R(T) = e. However, it is
possible for a flow f to have regret near 0 and yet still be far from a true Nash flow. We
cannot expect that all users are taking cheapest paths at any time. We can only expect
that most users take a nearly-cheapest path given a flow f. That is to say, equivalently,
that a flow f is at e-Nash equilibrium if the average cost under this flow is within € of

the minimum cost path under this flow,i.e., C(f) — minpep > cple(fe) <€
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Among other results, it was mainly shown that for no-regret algorithms, the time-
averaged flow f is approaching equilibrium [10]. Specifically, for a given T, bounds on
the number of time steps before f is e-Nash are obtained. This is basically showing
that no-regret algorithms can be used to arrive at e-Nash equilibrium for entirely selfish
users. Therefore, naturally we would then want to ask how partially altruistic or spiteful
users use no-regret algorithms to arrive at some kind of equilibrium as well. What is
the impact of our altruistic and spiteful model on the convergence to equilibria? How
will the convergence time change? The impact of uniform altruism and spite may be not
hard to establish, but the impact of non-uniform altruism or spite is still challenging.
Similar questions can be asked for (non-uniform) partially altruistic or spiteful users in
atomic congestion games and other games, too.

When the altruism/spite matrix is not given, in the auctions setting, a bidder can-
not use it to directly compute his bid so he must learn from the results (utilities) of
earlier runs of auctions thereby to adjust his bid accordingly. We want to find learning
algorithms that can gradually lead to equilibria, i.e., converging to the correct bids that
altruistic bidders should have, within a reasonable number of runs. In the routing or
congestion games setting, a player also needs to adaptively learn his choice of a route or
resources, which implicitly involves learning the unknown (non-uniform) altruism levels
of the other players. It is not clear if we can directly use certain learning algorithms such
as no-regret algorithms that we employ when the altruism levels are given.

In another line of work, we have the PoA results where every player is running no-
regret algorithms with uniform altruism, i.e., the coarse PoA with uniform altruism,

in linear congestion games. Extending these results to non-uniform altruism may be
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technically challenging. Similar questions can be asked in the non-atomic setting and

even for other games as well.

8.2.2 Other-Regarding Payoffs

Broadly, we would like to think beyond our current model of altruism and spite under
which we try to capture the relation between not entirely selfish behavior and social
welfare. In Chapter 3, we have seen several different models of other-regarding payoff
functions focusing on different notions. Here, as an example of one of the future directions
along this line, we are going to discuss another model that has been defined for inequity
averse and reciprocal players, its impact on cooperation was shown in some simple classic
games [34]. This may further motivate us to formally analyze the effects of inequity averse
and reciprocal behavior on certain global measures capturing overall cooperation in the
society.

Fehr and Schmidt [33] proposed a model capturing some sense of “fairness” in which
a player is altruistic towards other players if their original payoffs are below an equitable
benchmark but is spiteful when the other players’ original payoffs are more than this
benchmark. In several applications, for example, resource allocation, it seems natural to
assume that an equitable allocation is an equal original payoff for all players. They use

the following utility function to capture the notion of inequity aversion.

Zmax{wj —z;,0} — n% 1 Zmax{wz —x;,0}

JFi JFi

a;

PiT1, s Tn) = @i — n—1
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Table 8.1: Prisoners’ dilemma (Table 1 of [34]).

Player 2 Cooperate | Player 2 Defect
Player 1 Cooperate (2,2) (0,3)
Player 1 Defect (3,0) (1,1)

Table 8.2: Prisoners’ dilemma for inequity averse players (Table 2 of [34]).

Player 2 Cooperate | Player 2 Defect
Player 1 Cooperate (2,2) (0 —3c,3 —-3p3)
Player 1 Defect (3-33,0—3a) (1,1)

with 0 < ; < «; (note that 2—7; > 0 if and only if x; > z;), where z; is the original
payoff allocated to player ¢. Intuitively, players experience inequity if they are worse off
in their material terms than the other players, and they feel inequity if they are better
off; players suffer more from inequity that is to their disadvantage in original payoffs
than from inequity that is to their advantage in original payoffs.

Now, using this definition of an inequity averse player’s perceived utility function,
the original utilities in a two-player prisoners’ dilemma in Table 8.1 give the perceived
utilities in Table 8.2. For two players, the perceived utility of player i is x; — a;(x; — ;)
if player i is worse off than player j (i.e., x; —z; > 0) or z; — fi(x; — xj) if player i is
better off than player j (i.e., z; — x; > 0). Here, the two players are assumed to have
the same parameters, i.e., a1 = ag = a and [ = B2 = 5.

If player 2 is expected to cooperate, player 1 would choose between utility allocations
(2,2) and (3,0). The perceived utility of player 1 at (2,2) is 2 since there is no inequity;
the perceived utility of player 1 at (3,0) is 3 — 30 since there is inequity in which player 1

is better off. Thus, player 1 will reciprocate the expected cooperation of player 2 if 3 > %
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Given player 1’s defection, if player 2 cooperates, the perceived utility of player 2 is then
0 — 3a; yet, if player 2 defects instead, the utility would become 1. This is saying that
player 2 will always reciprocate defection because cooperating while the other defects
gives less utility and more inequity. In Table 8.2, if § > %, there are two equilibria:
Both cooperate and both defect. If the players believe that the other player cooperates,
it is rational for each of them to cooperate. Inequity averse and reciprocal players are
therefore conditional cooperators. They reciprocate cooperation in response to expected
cooperation and defection in response to expected defection.

A prisoners’ dilemma game is this basically turned into a cooperation game. Moti-
vated by this, taking a step further, we would like to systematically explore and analyze
the impact of inequity averse and reciprocal players in terms of certain global measures
reflecting the cooperation level in the system for some suitable class of games. We are
not trying to find a right or ultimate model with other-regarding payoffs, but more to

explore the connection between the utility theory and the global measure that we are

optimizing in general.
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