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Within this project we explain cartelization of markets via solution concepts
of Cooperative Game Theory. We consider market games (cf. Shapley—
Shubik [9]) or totally balanced games represented as minimum games of
finitely many measures. In particular markets with separate “corners” are
obtained when the representing measures are orthogonal (see [4]). Most
solution concepts (the core, the Shapley value, the Walrasian Equilibrium)
tend to concentrate the total payoff on the short side of the market when the
number of players or agents increases — this is a consequence of the increasing
number of blocking coalitions. This can also be seen as a consequence of the
equivalence theorems of General Equilibrium Theory.

By contrast we consider concepts which differ markedly: the Stable Set of
von Neumann—Morgenstern or the Modiclus of P. Sudholter assign positive
payoffs to the long side of the market as well. It can be seen that this is
indeed due to the formation of cartels which exhibit preventive power even
when the ability to acquire payoffs is small.

The paper by Rosenmiiller—Shitovitz [5] characterizes vNM-Stable Sets for
orthogonal market games with a continuum of players that are not exact.
We obtain convex combinations of distributions of utilities over the various
corners of the market. The dominance relations used in the context of this
solution concept exhibit the power of cartels even though they might be
located on the long side of the market.

The paper 'The Endogenous Formation of Cartels’ [3] explains that this
procedure can be imitated in finite games provided sufficiently many small
players are present.

The two papers ’Cartels via the Modiclus’ [7] and 'Formation of cartels in
glove markets and the modiclus’ [6] by Rosenmiiller—Sudhélter exhibit the
peculiar power of the modiclus concept: The external bargaining round be-
tween cartels and the internal bargaining inside one of the cartels are clearly
distinguished. For the external procedure the preventive power of the various
corners of the markets is decisive.



x PROJECT 19: CARTELS AND COOPERATIVE GAMES * 2

The internal procedure rests on a 'contested garment procedure’ as discussed
by Aumann-Maschler [1] in the context of their discussion of a Talmudian
bankruptcy distribution rule.

The interpretation of vNM-Stable Sets is greatly improved by the power
this solution concept exhibits on orthogonal market games. Similarly, the
power of the modiclus is exhibited by its internalization of the preventive
power as well asof the aquisition power of coalitions: It is the dual game
which represents the second type of bargaining power. And the modiclus
simultaneously incorporates both, the primal and the dual game.

See page 4 for some literature. References “Cartels via the Modiclus” [6] and
“The Endogenous Formation of Cartels” [3] can also be found on this web
site.
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Projekt 19:

19 Kartellbildung
und Kooperative Spieltheorie

Im Rahmen dieses Projektes werden Erscheinungen der Kartellbildung mit
Hilfe von Losungskonzepten der Kooperativen Spieltheorie erklart. Zugrunde
gelegt wird das Modell eines Marktspieles nach Shapley—Shubik, d. h., man
untersucht total balancierte Spiele. Neigungen zur Kartellbildung findet
man, wenn der beschriebene Markt verschiedene Nischen (“corners”) hat,
d. h. Gruppen von Marktteilnehmern verfiigen ausschliellich iiber bes-
timmte Giitertypen. Dies wird durch eine Giiterverteilung mit orthogo-
nale MaBlen representiert. “Klassische” Loésungskonzepte (Core, Shapley-
Wert, Walras’sches Gleichgewicht) neigen dazu, fiir groe Méarkte die gesamte
Nutzenverteilung auf der kurzen Seite zu konzentrieren. Die in diesem Pro-
jekt erarbeiteten Ergebnisse zeigen, dass nichtkonventionelle (und damit oft
komplizierte) Losungskonzepte wie die Stabilen Mengen nach von Neumann—
Morgenstern oder der Modiclus nach P. Sudhélter ein auffallend abweichen-
des Verhalten zeigen: Sie ordnen auch der langen Seite des Marktes Auszahlun-
gen zu und erklaren dies mit der durch Kartellbildung etablierten Blocka-
demacht dieser Seite.

Einige Literatur auf Seite 4. Literaturangaben “Cartels via the Modiclus”
[6] und “The Endogenous Formation of Cartels” [3] auch auf dieser Website
im Literaturverzeichnis.
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