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Stochastic stability in a double auction 
Pages 203-222 
Murali Agastya
In a k-double auction, a buyer and a seller must simultaneously announce a bid and an ask price respectively. Exchange of the indivisible good takes place if and only if the bid is at least as high as the ask, the trading price being the bid price with probability k and the ask price with probability (1−k). We show that the stable equilibria of a complete information k-double approximate an asymmetric Nash bargaining solution with the seller's bargaining power decreasing in k. 

Note that ceteris paribus, the payoffs of the seller of the one-shot game increase in k. Nevertheless, as the stochastically stable equilibrium price decreases in k, choosing the seller's favorite price with a relatively higher probability in individual encounters makes him worse off in the long run.
Cost monotonicity, consistency and minimum cost spanning tree games 
Pages 223-248 
Bhaskar Dutta and Anirban Kar
We propose a new cost allocation rule for minimum cost spanning tree games. The new rule is a core selection and also satisfies cost monotonicity. We also give characterisation theorems for the new rule as well as the much-studied Bird allocation. We show that the principal difference between these two rules is in terms of their consistency properties.
 

In search of advice for participants in matching markets which use the deferred-acceptance algorithm 
Pages 249-270 
Lars Ehlers
Many centralized entry-level labor markets use the firm-proposing deferred-acceptance (DA) algorithm to compute the matching that is implemented among workers and firms. We propose a definition of the strategic options a worker faces in the DA-algorithm. Then we develop a theory to advise workers who distinguish between the firms from which they believe not to receive a proposal, the firms from which they might receive a proposal, and the firms from which they certainly receive a proposal. If a worker is not able to deduce which new proposals she receives after having rejected others, then it is not profitable for her to submit a list that reverses the true ranking of any two acceptable firms. Furthermore, it is not beneficial for her to include a firm in her submitted list that is unacceptable to her.
 

Simple sequencing problems with interdependent costs 
Pages 271-291 
Roland Hain and Manipushpak Mitra
In this paper we analyze simple sequencing problems under incomplete information and interdependent costs. We prove the necessity of concave cost function for implementability of such problems. Implementability means that one can achieve aggregate cost minimization in ex-post equilibrium. We also show that simple sequencing problems are implementable if and only if the mechanism is a ‘generalized VCG mechanism.’ We then consider first best implementability, that is implementability with budget balancing transfer. We prove that for implementable n agent simple sequencing problems, with polynomial cost function of order (n−2) or less, one can achieve first best implementability. Finally, for the class of implementable simple sequencing problems with "sufficiently well behaved" cost function, this is the only first best class.
 
Strategic knowledge sharing in Bayesian games 
Pages 292-320 
Frédéric Koessler
This paper provides a model for the study of direct, public and strategic knowledge sharing in Bayesian games. We propose an equilibrium concept which takes into account communication possibilities of exogenously certifiable statements and in which beliefs off the equilibrium path are explicitly deduced from consistent possibility correspondences, without making reference to perturbed games. Properties of such an equilibrium and of revised knowledge are examined. In particular, it is shown that our equilibrium is always a sequential equilibrium of the associated extensive form game with communication. Finally, sufficient conditions for the existence of perfectly revealing or non-revealing equilibria are characterized in some classes of games. Several examples and economic applications are investigated.
Stochastic evolutionary stability in extensive form games of perfect information 
Pages 321-336 
Christoph Kuzmics
Nöldeke and Samuelson [Games Econ. Behav. 5 (1993) 425] investigate a stochastic evolutionary model for extensive form games and show that even for games of perfect information with a unique subgame perfect equilibrium, non-subgame perfect equilibrium-strategies may well survive in the long run even when mutation rates tend to zero. In a different model of evolution in the agent normal form of these games Hart [Games Econ. Behav. 41 (2002) 227] shows that under suitable limit-taking, where small mutation rates are accompanied by large population sizes in a particular way, the unique prediction is again the subgame perfect equilibrium. This paper provides a proof of a similar result for the model of Nöldeke and Samuelson.
 

Unique stability in simple coalition formation games 
Pages 337-354 
Szilvia Pápai
We investigate the uniqueness of stable coalition structures in a simple coalition formation model, for which specific coalition formation games, such as the marriage and roommate models, are special cases that are obtained by restricting the coalitions that may form. The main result is a characterization of collections of permissible coalitions which ensure that there is a unique stable coalition structure in the corresponding coalition formation model. In particular, we show that only single-lapping coalition formation models have a unique stable coalition structure for each preference profile, where single-lapping means that two coalitions cannot have more than one member in common, and coalitions do not form cycles. We also give another characterization using a graph representation, explore the implications of our results for matching models, and examine the existence of strategyproof coalition formation rules.
 

Reinterpreting mixed strategy equilibria: a unification of the classical and Bayesian views 
Pages 355-384 
Philip J. Reny and Arthur J. Robson
We provide a new interpretation of mixed strategy equilibria that incorporates both von Neumann and Morgenstern's classical concealment role of mixing, as well as the more recent Bayesian view originating with Harsanyi. For any two-person game, G, we consider an incomplete information game, 
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in which each player's type is the probability he assigns to the event that his mixed strategy in G is "found out" by his opponent. We show that, generically, any regular equilibrium of G can be approximated by an equilibrium of in which almost every type of each player is strictly optimizing. This leads us to interpret i's equilibrium mixed strategy in G as a combination of deliberate randomization by i together with uncertainty on j's part about which randomization i will employ. We also show that such randomization is not unusual: for example, i's randomization is nondegenerate whenever the support of an equilibrium contains cyclic best replies.
 

On the equivalence of weak dominance and sequential best response 
Pages 385-402 
Makoto Shimoji
In this paper, we identify the conditions under which a strategy is weakly dominated if and only if it is not sequential best response. In addition, we explore the implication for extensive form rationalizability.
 

Preparation 
Pages 403-414 
Mark Voorneveld
A product set of pure strategies is a prep set (‘prep’ is short for ‘preparation’) if it contains at least one best reply to any consistent belief that a player may have about the strategic behavior of his opponents. Minimal prep sets are shown to exist in a class of strategic games satisfying minor topological conditions. The concept of minimal prep sets is compared with (pure and mixed) Nash equilibria, rationalizability, minimal curb sets, and persistent retracts.
