On Characterization of Nash
Equilibrium Strategy in Bi-Matrix
Games with Set Payoffs

Takashi Maeda

Abstract In this paper, we consider set-valued payoff bi-matrix games where each
player’s payoffs are given by non-empty sets in n-dimensional Euclidean spaces R”.
First, we define several types of set-orderings on the set of all non-empty subsets
in R”. Second, by using these orderings, we define four kinds of concepts of Nash
equilibrium strategies to the games and investigate their properties. Finally, we give
sufficient conditions for which there exists these types of Nash equilibrium strategy.
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1 Introduction

Since seminal works by Neumann and Morgenstern [26] and Nash [24, 25], Game
theory has played an important role in the fields of decision making theory such as
economics, management, and operations research, etc.

When we apply the game theory to model some practical problems with which
we encounter in real situations, we have to know (1) who are players, (2) what
are strategies for each player, and (3) values of payoffs for each player to receive.
However it is difficult for us to know the exact values of payoffs and could only
know the values of payoffs approximately, or with some imprecise degree in general.
In order to model such a situation with game theory, a great number of efforts have
been devoted to the developments of game theory from the theoretical and practical
points of views.
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For the games where the payoffs are given by random variables, Harsanyi [6] has
defined Bayesian games, which is games with incomplete information on players’
payoffs, and the concept of Bayesian Nash equilibrium to the games, and investigated
the properties.

Campos [4] has considered fuzzy matrix games where the payoffs are given by
fuzzy numbers, and proposed some methods to solve fuzzy matrix games based on
linear programming, but has not defined explicit concepts of equilibrium strategies.

For fuzzy bi-matrix games with fuzzy payoffs, Maeda [18] has defined three
types of Nash equilibrium strategies based on possibility and necessity measures and
investigated their properties; Maeda [19] has defined three types of Nash equilibrium
strategies by using fuzzy max ordering, and proved that fuzzy bi-matrix games are
equivalent to the games with vector payoffs games. While, for fuzzy matrix games,
Maeda [20] has defined fuzzy minimax equilibrium strategies based on fuzzy max
order and investigated their properties.

Aghassi and Bertsimas [ 1] have considered matrix games where payoffs are uncer-
tain and players have no information about the probability distributions, and inves-
tigated their properties based on robust optimization methods in mathematical pro-
gramming. Liu and Kao [17], and Li [16] have considered matrix games where the
payoffs are compact intervals in R and proposed some methods to solve the matrix
games based on linear programming approaches. However, Liu and Kao [17] and Li
[16] have not defined explicit concepts of equilibrium strategies.

In this paper, we consider the bi-matrix games where each player’s payoffs are
given by non-empty sets in n-dimensional Euclidean spaces R", including interval-
valued payoffs, which means both players don’t know exact values of payoffs but
they know their ranges. Namely, we consider the games that payoffs are deterministic
uncertainty (See Leitmann [15]). Based on set-valued maps optimization methods
(Maeda [21-23]), for set payoff game, we define four kinds of concepts of Nash equi-
librium and give sufficient conditions under which there exist these Nash equilibrium
strategies.

For those purposes, this paper is organized as follows. In Sect.2, we introduce
several types of set orderings on the set of all non-empty subsets in n-dimensional
Euclidean space R” and investigate their properties. In Sect.3, we introduce two
types of extended real-valued set functions defined on the set of all non-empty sub-
sets of R”, which are extensions of the non-convex separation functions (Gerth and
Weidner [5], Hamel [7] and Herndndez and Rodriguez-Marin [8]) and investigate
their properties. In particular, we show that these set functions are monotone and pos-
itively homogeneous with respect to the set orderings given in Sect. 2. In Sect. 4, we
consider set payoffs bi-matrix games, where the payoffs for each player are compact
convex sets in R’. First, we define the concepts of Nash equilibrium strategy to the
game; then, associated with the set payoff bi-matrix games, we define the two-person
games with scalar payoffs; bi-matrix games; we investigate relationships between
set payoff bi-matrix games and scalar payoff two-person games. In Sect. 5, we give
sufficient conditions under which there exists at least one Nash equilibrium strategy
to set payoff bi-matrix games.
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2 Orderings on Sets in R"” and Set-Valued Maps

Let R" be n-dimensional Euclidean space and R’ be its non-negative orthant, respec-
tively. By P(R") and C(R"), we denote the sets of all non-empty subsets of R”
and the set of all non-empty compact subsets of R”, respectively. For any ele-
ments A, B € P(R") and any real number A € R,wewrite A+ B :={z € R" |z =
x+y, x€A, ye BlandAA :={zeR"|z=Ax, x € A}. Whenever A € P(R")
is a singleton, say A = {a}, we abuse notations and write a instead of {a}.

Definition 2.1 For A, B € P(R"), we write

Az, B iff BCA+R], (D
A=Zy B iff ACB—-R], 2)
A=XB iff AZ;, B and A Xy B. 3)
A<p B iff cIB CclA+intR, 4)
A<y B iff clACclB—intR], 5
A< B iff A<, B and A <y B, (6)

A<B iff A<, B and AZy B, or AZ, B and A <y B. @)

where cl A denotes the closure of the set A.

It is easy to see that the binary relations <;, =y, and = are reflexive and transitive,
but not antisymmetric. In fact, for any A, B € P(R"), A = B and B = A implies
that A + R’ = B + R}, in general. Therefore, the binary relations =;, =y, and =
are quasi orderings on P (R"). On the other hand, binary relations <;, <y, <, and
< are strict partial orderings.

The set-orderings =< and < are introduced by Young [27]. Kuroiwa [12, 13] use
the set-orderings =<;, =y, <1 and <y to study set optimization problems where the
objective map is given by set-valued map. By using the set-ordering =, Maeda [21]
gave the condition that fuzzy mathematical problems are equivalent to set-valued
optimization problems. For the relationships among these set orderings and other set
orderings, see Jahn and Ha [10].

Let A € P(R") be any non-empty subset and A € A be any set. Then, the set
A € A is said to be a maximal element in .4 with respect to the set-ordering = iff
A e A, A=< A'imply A’ £ A. While, A € Ais said to be a maximal element in .4
with respect to the set-ordering < iff there is no A€ Asuchthat A < A,and A € A
is said to be a maximal element in .4 with respect to the set ordering < iff there
isno A € A such that A < A. Similarly, we could define various types of maximal
element in .4 with respect to other set-orderings given in Definition 2.1

Let F : R" ~ R’ be any set-valued map. By Dom(F) := {x € R" | F(x) # 0}
and Gr(F) := {(x,y) € R" x R* | y € F(x)}, we denote the effective domain and
the graph of F, respectively. Let F : R" ~~ R’ be any set-valued map and S C
Dom(F) be any non-empty convex set. Then F is said to be =-concave on § if
(1 =MNFx)+AF() 2 F((1 —X)x 4+ Ay) holds for Vx, y € § and VA € [0, 1];
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F :R" ~» R’ is said to be =-convex on S if F((1 —M)x +Ay) 2 (1 =1 F(x) +
AF(y) holds for Vx, y € S and VA € [0, 1] (See Maeda [23]). While F : R" ~» R’
is said to be convex-valued if F(x) is convex for Vx € Dom(F); F : R” ~» R’ is
said to be compact-valued if F(x) is compact for Vx € Dom(F).

A set-valued map F : R" ~ R’ is said to be upper semi-continuous at x° €
Dom(F) if, for any sequences {(x", ")}, € Gr(F) convergingto (x’, y°) € R" x
R¢, we have y° € F(x°). While, F : R"* ~» R is said to be lower semi-continuous at
x? e Dom(F) if, for any (x° y°) e€Gr(F), and any sequence
{x"}32, € Dom(F’) such that {x"};2, converging to x°, there exists a subsequence

{(x", y"’)}‘v’f’:1 C Gr(F) such that the sequence {y"/}‘v’f’:1 converges to y’; F' : R" ~~
R¢ is said to be continuous at x° € R" if F is upper semi-continuous and lower semi-
continuous at x°. We say F' is continuous on Dom(F) if, for any x° € Dom(F), F
is continuous at x° (see Aubin [3]).

Let F : R" ~» R be any set-valued map, S € Dom(F’) be any non-empty set and
let x° € S be any point. Then F is said to be uniformly compact near x° € § if there
exists a neighborhood N (x°) of x° such that cl Uyey ) F(x) is compact, where cl
denotes the closure of the set Uycp o) F(x). F is said to be uniformly compact on S
if F is uniformly compact near x for all x € S.

3 Scalarizaion Methods of Set-Valued Maps in R”

In this section, we define two types of extended real-valued functions defined on
C(R™), which are extensions of Gerstewitz’s functions and investigate their properties
(see [5, 7, 8], Maeda [23] and Araya [2]) .

Let A € C(R") be any non-empty compact setand letk € int R’ be any point. We
define the real-valued set functions ¢’ (+; k°) : C(R") — R by ¢'(A; k%) := sup{t €
R | tk® =; A}, i = L, U.Notethat, foreacha € A, ¢"(a; k°) = ¢V (a; k°) = min{qg;
Jkili=1,2,---,n}and ¢L(:; k%), ¢V (-; k°) : R" — R are continuous on R” as
functions defined on R”. Then we have the following lemma (see Hamel [7]).

Lemma 3.1 Let A € C(R") be any compact set and let k° € intR’, be any point.
Then we have

¢"(A; k%) = min{¢" (a: k°) | a € A}, (8)
¢V (A; k%) = max{¢" (a: k) | a € A}, 9)
A C P (A KK +RY, (10)
V(A kK’ € A —R%. (11)

The following theorem shows that the set functions ¢*(-; k°) and ¢Y (-; k°) are
superadditive and positively homogeneous on C(R"), namely ¢' (-, k%), i = L, U are
concave set functions.
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Theorem 3.1 Let A, B € C(R") be any compact sets, k° € int R’ be any point and
let . € R, be any real number. Then it holds that

P (A k) + ' (B k%) < ¢'(A+ B; k%), i=L,U, (12)
O (VA k) = AP (A k%) i=L,U. (13)

Proof First we show that (12) and (13) hold for ¢* (-, k?).Let A, B € C(R") be any
compact sets. From (8), there exist points a € A and b € B such that

" (A+ B; k%) = ¢"(a + b k°)
a; + b;
k¢

l

gmin{%|i=1,2,...,n}+min{%|i=1,2,...,n}

l l

= min{

li=1,2,-,n)

= ¢"(@; k%) + o= (b; k)
> " (A k) + ¢"(B; k)

Next we show that ¢ (-; k°) is positively homogeneous. Let A > 0 be any real
number,

" (LA; k%) = sup{t e R | LA C tk° + R}
=sup{r e R| A C (t/M)k° +RL}
=sup{rr’ e R| A C 'k’ + R}
= 1oL (A; k).

For A = 0, it obvious that (13) holds. By a similar way, we could show that (12) and
(13) hold for ¢Y (-, k°). O

Corollary 3.1 Let A, B € C(R) be any intervals and let k° € int R, be any positive
real number. Then it holds that

¢ (A+ B k%) = ¢'(A; k°) +¢' (B k°), i =L, U.
Proof We omit the proof. (]

The following theorem shows that the set functions ¢*(-; k°) and ¢V (-; k°) are
monotone increasing with respect to the set orderings =;, <;,i = L, U for any given
k? € intIR7.

Theorem 3.2 Let A, B € C(R") be any compact sets, and let k° € int R, be any
vector and ). € R be any positive number. Then it holds that
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¢" (A k%) < ¢M(B: k%) if A2, B, (14)
¢V (A k%) < ¢V (B; k%) if A=y B, (15)
dE (A k%) < ¢H(B; k%) if A <, B, (16)
oY(A: k%) < ¢Y(B; k%) if A <y B. (17)

Proof First we show that (14) holds. Let A, B € C(R") be any elements such that
A Z; B holds. Since the set orderings =, is a quasi ordering, from Lemma 3.1, we
have ¢ (A; k°)k° £, A £, B, which implies that ¢*(A; k°) < ¢*(B; k°). Second
we show that (15) holds. Let A, B € C(R") be any elements such that A <y B
holds. Since the set ordering =<y is quasi ordering, from Lemma 3.1, we have
oY (A; k")k° 2y A Zy B, which implies that U (A; k%) < ¢V (B; k°).

Third, we show that (16) holds. Note that there exists a vector b € B such that
oL (B; k%) = qu(l;; k?).Since A <; B, thereexistsavectora € A and areal number
e > 0 such that b = a + ¢k® holds. Therefore, we have ¢*(B; k%) = ¢L(b; k°) =
PH(a; k%) + & > ¢*(A; k).

Finally, we show (17) holds. Let @ € A be any vector such that ¢V (A; k%) =
@Y (@; k?). Then there exist a vector b € B and areal number e > Osuchthata = b —
ek® holds. Hence we have @Y(A;k%) =¢Ub:k%) —e <V b: k%) <
oY (B; k°). O

Let F : R" ~ R™ be any set-valued map with compact image, k° € int R’} be
any point, and let S € Dom(F) be any non-empty set. We define real-valued func-
tions h'(-; k%) : § — R by hi(x; k°) 1= ¢/ (F(x); k°),i = L, U. Then we have the
following theorem.

Theorem 3.3 Suppose that the set-valued map F : S ~ R™ is convex-valued and

compact-valued and S is a convex set. If F is Z-concave on S, then real-valued
Sfunctions h' (-; k°) : S — R, i = L, U are concave on S.

Proof Letx, y € S be any elements and A € [0, 1] be any real number. By assump-
tions, since the set S is convex and F' is =-concave, from Theorem 3.1 and 3.2, we
have

R ((1 = M)x + Ay; k%) = ¢ (F((1 — M)x + Ay); k)
> @' (1 — MF(x) + AF(y); k%)
> (1 =)' (F(x); k) + 1" (F (y); k%)
= (1 = M) (x5 k%) + AR (y; K°),

which implies that 4 (-; k°) is concave on S, i = L, U. U

Theorem 3.4 Supposethat S is compact, the set-valuedmap F : S ~> R™ is compact-
valued and uniformly compact on S. If the set-valued map F is continuous on S, then
functions hi(-; k%), i = L, U are continuous on S.
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Proof From Lemma 3.1, it holds that A% (x; k) = min{¢*(z; k°) | z € F(x)} and
hY (x; k%) = max{¢Y (z; k°) | z € F(x)} for Vx € S. By assumptions, since F is
continuous on S and uniformly compact on S, @' (1 k%), i = L, U are continuous as
functions defined on R¢. Hence, 4’ (-, k°), i = L, U are continuous on S (See Hogan
[9], Theorems 5 and 6). O

4 Bi-Matrix Game with Set Payoffs and Its Equilibrium
Strategy

Letl, J denoteplayersandletM :={1,2,...,m}and N := {1, 2, ..., n}bethesets
of all pure strategies available for players 7 and J, respectively. We denote the sets of
all mixed strategies available for players / and J by S; := {x := (x|, x2, ..., X») €
Ry |x; 20, i=1,2,....m 2" xi=1},8;:={y: =1, y2.--., ya) € R} |
y; 20, j=12....n 3y =1}

By A;j, Bij € C(RY), we denote the payoffs that player / receives and J receives
when player I plays the pure strategy i and player J plays the pure strategy j,
respectively. We set A := (A;;) and B := (B;;), where A and B are m x n matrices
whose i, j th elements are A;; and B, respectively.

Now we define bi-matrix game with set payoffsby I' := ({1, J}, S; x Sy, {A, B})

or
Player J

1 5 P
(A1, Bi1) (A, Bio) -+ (A, Bia)
Player I | 2 |(A21, Bar) (Ax, Ba) -+ (Azu, Bay)

—

m (Amlv Bml) (BmZ’ Bm2) to (Amn» an)

Letx € S;and y € S; be any mixed strategies. For each player / and J, we define
the set-valued payoff maps F, G : S; x S; ~ R by F(x,y) = >, I
Aijyjand G(x, y) := 370, D70, x; Bijy;, which are called expected payoffs.

Player [ is said to be L-type, U-type, and LU -type if he maximizes his expected
payoff F(x, y) with respect to the set-orderings =;, =y, and = for given y € S; and
player J is said to be L-type, U-type, and LU -type if he maximizes his expected
payoff G (x, y) with respect to the set-orderings <, =y, and = for given x € S;. By
I'(Z., 2v), we denote the game where player I is L-type and J is U-type. Then,
set-payoff game I’ is classified into the following five set payoff games I' (X, =),
(2L, 20), T'Eu, 20), I'(Zy, 2p), and I'(Z, 2).

In the above games, each player knows his/her own type, but does not know the
other player’s type. Therefore, set-payoff games are considered to be incomplete
information games and Nash equilibrium strategy is characterized by Bayesian Nash
equilibrium strategy (see [6]).
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While, from Theorem 3.2, noting that for any A, B € C(R"), A £ B implies that
oL (A; k%) < ¢F(B; k°) and @Y (A; k°) < ¢V (B; k°) hold, we may assume that both
players use the set-ordering = to maximize their expected payoffs and this is common
knowledge between players. Moreover, from practical point of views, our approach
is useful to study bi-matrix with fuzzy vector payoffs. Hence, in the following, we
assume that both players 7 and J are LU type and this is a common knowledge for
the players.

For each (x,y) € Sy x S;, we set F(y):={F(x,y)|xeS;} and G(x):=
{G(x,y) | y € S,;} and denote the sets of all maximal elements in F(y) with respect
to the set orderings =<, < and < by F E, F»=, and F(y)~, respectively. Similarly,
we denote the sets of all maximal elements in G(x) with respect to the set orderings
<, <and < by G(x)=, G(x)=, and G(x)=. By definitions, for each (x, y) € §; x Sy,
it holds that F(y)* € F(y)= € F(y)“ and G(x)= € G(x)= S G(x)~.

Now we define the concept of Nash equilibrium strategies to game I".

Definition 4.1 A pair of strategies (x*, y*) € S; x S, is said to be a Nash equilib-
rium strategy to game I if it holds that

i) F(x,yH =2 Fx*y", VxelS,
(i) G(x*,y) 2Gx*, x%), Vyels;.

The pair of sets (F(x*, y*), G(x*, y*)) is said to be the value of game I".

We define set-valued maps B; : S; ~» S;,B; : S; ~ SyandB: S§; x Sy~ S; x Sy
by Bi(y):={xe€S8 |Fu,y)=2F(x,y), VYueS}, Bjx):={yesS|
G(x,v) 2G(x,y), Yve S;} and B(x, y) := B;(y) x By(x). Then, it is obvious
that the pair of strategies (x, y) € S; x S; is a Nash equilibrium if and only if
(x,y) € B(x, y) holds.

Example 4.1 We consider the following bi-matrix game with interval-valued pay-
offs. In Game 1 (Fig. 1), there is no pair of pure strategies such that the pair is a
Nash equilibrium. We show that there exists a unique mixed Nash equilibrium in
Game 1. Let x := (x1, x) € Sy and y := (y1, y2) € S, be any strategies. Then, by
simple calculations, we have

F(x,y) =[(—=2yDx;1 +3y1+ 1, A —2y)x; + 3y + 31, (18)
G(x,y) =[2x; — Dy +x1 +3, 2x; — Dy +x1 +5]. (19)

From (18) and (19), we have the the following best response maps:

{(L,O)}if y; €10, 1/2), {0, D} if x; € [0, 1/2),
Br(y1,y2) =1 S1 if y1=1/2, and By(xy,x) =1 Sy if x;=1/2,
{0, D} if y; e (1/2,1], {(1,0)} if x1 € (1/2,1].

Then, we have ((0.5,0.5), (0.5,0.5)) € B;((0.5,0.5)) x B;((0.5,0.5)), which
implies that the pair of strategies {(0.5, 0.5), (0.5, 0.5)} is a unique Nash equilibrium
strategy in Game 1.
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Player J

C D

¢ (3,51, 5, 7)) ([2,4], [4,6])
Player 1
D |([4,6],[2,4]) ([1,3],13,5])

Fig. 1 Game 1

The following example shows that there is no Nash equilibrium strategy in set-payoff
games in general.

Example 4.2 'We consider the following bi-matrix game with interval-valued payofts
(Fig.2). For any x := (x1,x2) € Sy and y := (y1, y2) € S, we have

F(x,y) =[@—=2y)x; —2y1 +4, (y1 — 2)x; — 4y + 10].
Then, it holds that B;(y) = @, Yy € §,. Therefore, there is no Nash equilibrium in
Game 2.

Based on the above example, we introduce three types of concepts of Nash equilib-
rium strategies.

Definition 4.2 A pair of strategies (x*, y*) € S; x §; is said to be a maximal Nash
equilibrium to game T if it holds that (F (x*, y*), G(x*, y*)) € F(y*)= x G(x*)=.

Definition 4.3 A pair of strategies (x*, y*) € S; x §; is said to be a Pareto Nash
equilibrium to game T if it holds that (F (x*, y*), G(x*, y*)) € F(y*)= x G(x*)=.

Player J

C D

¢ (14,515, 7)) ([7,8],[4,6])
Player 1
D [([2,6], 2, 4]) ([4,10],3,5])

Fig.2 Game 2
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Definition 4.4 A pair of strategies (x*, y*) € §; x S, is said to be a weak Pareto
Nash equilibrium to game I if it holds that (F(x*, y*), G(x*, y*)) € F(y*)~ x
g(x)=.

It is easy to see that pairs of pure strategies {(C, C)} and {(D, D)} are maximal
Nash equilibriums in Game 2 (Fig.2).

Example 4.3 Consider the following bi-matrix game with interval-valued payoffs
(Fig.3).

Itis easy to see that the pairs of the pure strategies {(C, C)} and {(D, D)} are Nash
equilibrium strategies in Game 3. For each x := (x, x;) € Sy and y := (y1, y») €
S, the set-valued payoff maps for players I and J are given by

F(x,y) =[265y1 — Dx; — y1 +3, 2x1y1 + 5y +41, (20)

G(x,y) = [2(5x; — Dy —x1 + 3, 2x1y1 + 5x1 + 4]. (21

The pair of strategy {(1/6,5/6), (1/6,5/6)} is a maximal Nash equilibrium strat-
egy in Game 3. But there are infinite number of maximal Nash equilibrium strategies

in Game 3, and the set of all maximal Nash equilibrium strategies is given by {(x, 1 —
X), (y,1=y)eS;xS;10<x<1/5 0<y<1/51U{(C,C)}U{(D, D)}.

Let k° € int Rﬂ be any point and A;, u; € Ry, i = L, U be any real numbers
such that Ay + Ay = up + uy = 1. Now we define real-valued functions f, g :
S; x S; — Rby

FO, v k% A, Ay) =A™ (F(x, ¥); k%) + 2y (F(x, y); k%),
g, yi k%, i, o) = prd (G (x, ¥); k%) + uye? (G(x, y); k°).

Associated with game I', we define the following two person non-cooperative game
with scalar payoffs I'(k?, Ay, Ay Uz, Ly) by

D&, Ap, Ay, mp, wy) = ({I, T}, Sp x Sy, {f ¢ k% A, Ay), gCu - k%, e, )} ).

Player J

C D

' |([10,11],[10,11)) ([1,4],]2,9])
Player 1

D (2,91, [1,4])  ([3,4],3,4])

Fig. 3 Game 3
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We assume that A; and u;, i = L, U are common knowledge in T'"(k?, Az, Ay,
ML, MU)

Definition 4.5 A pair of strategies (x*, y*) € S; x S, is said to be a Nash equilib-
rium to game I'(k, Ar, Ay, ur, ny) if it holds that

(1) f()C, y*; kUv )\La )‘U) g f(-x*, y*; ko, )\L, Au) Vx € S[,
() g™, ys k%, pr, o) = g(x*, y* 5 k%, o, py) Yy € 85,

Definition 4.6 A pair of strategies (x*, y*) € S; x §; is said to be a strict Nash
equilibrium to game I'(k?, A1, Ay, pr, pny) if it holds that

@) fO, Yk A, Ay) < f&*, 955k A, Ay)  Yx € S, x # X%,
(i) g™, y; k% pr, py) < g(x*, y* k%, wp, wy) Yy € Sy, y #y*.

The following theorem holds between game I and game I'(k°, Ap, Ay, pur, 1u).

Theorem 4.1 Let (x*, y*) € S; x S be any pair of strategies to game I'. Then, if the
pair of strategies (x*, y*) € S; x Sy is a Nash equilibrium to game U (k°, A, Ay,
UL, Mu), then it is a weak Pareto Nash equilibrium to game I.

Proof Suppose that there exists a strategy x € S; such that F(x*, y*) < F(x, y*)
holds. Then, from Theorem 3.2, we have f(x*, y*; k°, A, Ay, ur) < f(x, y*; k2,
AL, Ay), which contradicts that (x*, y*) is Nash equilibrium to game I'(k°, A, Ay,
L, iu)- Next we suppose that there exists a strategy y € S, such that G(x*, y*) <
G (x*, y) holds. Then, from Theorem 3.2, we have g(x*, y*; k%, ur, ny) < g(x*, y;
k°, ur, ny), which contradicts that (x*, y*) is a Nash equilibrium to game I' (k?, A,
AUs WL, HU)- 0

Theorem 4.2 Let (x*, y*) € S; x S; be any pair of strategies and suppose that
Ai, mi €intRy, i = L, U are positive numbers in game U'(k°, Ap, Ay UL, HLy)-
Then we have the following:

(1) Ifthe pair of strategies (x*, y*) is a Nash equilibrium to game ' (k°, Ap, Ay, WL,
Wy), it is a Pareto Nash equilibrium to game T.
(i) Ifthepair of strategies (x*, y*) is a strict Nash equilibrium to game I (k°, Ap, Ay,
e, Ky), it is a maximal Nash equilibrium to game T.

Proof First, we show that (i) holds. On the contrary, we suppose that the pair of
strategies (x*, y*) is not a Pareto Nash equilibrium to game I'. Then there exists a
strategy x € Sy suchthat F(x*, y*) < F(x, y*) holds. Since A; > 0, i = L, U, from
Theorem 3.2, we have f(x*, y*;k° Ar, Ay, ur) < f(x, y*; k% A, Ay), which
contradicts that (x*, y*) is a Nash equilibrium to game I'(k°, Ap, Ay, 1L, Uu).
Next we suppose that there exists a strategy y € S, such that G(x*, y*) < G(x*, y)
holds. Since u; > 0, i = L, U, from Theorem 3.2, we have g(x*, y*; k°, ur, py) <
g(x*, y; k°, wr, Ky), which contradicts that (x*, y*) is a Nash equilibrium to game
Lk, AL, Ay, 1r, pmu).

Next we show that (ii) holds. Suppose that there exists a strategy x € S; such
that F(x*, y*) 2 F(x, y*) holds. Since A; >0, i = L, U, and (x*, y*) is a strict
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Nash equilibrium to game I'(k’, Ay, Ay, Ui, Hy), from Theorem 3.2, we have
FOx* vy k% AL, Ay) = f(x, ¥y k%, A, Ay) and x* = x. Therefore, we have
F(x,y*) 2 F(x*, y%).

Next we suppose that there exists a strategy y € S; such that G(x*, y*) £
G(x*,y) holds. Then, since u; > 0, i = L, U and (x*, y*) is a strict Nash equi-
librium to game I'(k°, Ap, Ay, ur, ny), from Theorem 3.2, we have g(x*, y*; k?,
ur, py) = gx*, y; k%, up, wy) and y* =y. Therefore, we have G(x, y*) =
G(x*, y%). [l

From Theorems 4.1 and 4.2, by varying parameters A;, u;, i = L, U, we could
obtain another maximal Nash, Pareto Nash and weak Pareto Nash equilibrium strate-
gies to game I.

We consider Game 3 given in Example 4.3 again. Let k =1 € R and A;, u; €
intRy, i = L,U be any positive numbers such that A, + iy = up + uy = 1.
Then, for each x := (x1, xp) € Sy and y := (yy, y2) € S, real-valued payoft func-
tions f, g : S; x §; — R for each player I and J are given by

Fyik® ap, Ag) == 2{(5Ap + Ag)y1 — 2Ap}x1 — (Ap — SAy)y1 + BAL +4Ap),
gCe, yi k%, ny) = 2{(Gur + ny)xr —2up iy — (up — Sug)xr + Gup +4uy).

We set x{ = ur/Gur + ny) € (0,1/5) and yi; = Ar/(SAr + Ay) € (0, 1/5).
Then, the pair of strategies {(x}, 1 —x{), (3, 1 — y{)} is a Nash equilibrium in
game I'(k?, Az, Ay, i, py). From Theorem 4.2, the pair of strategies {(x}, 1 —
x1), (f, 1 —y{)} is a Pareto Nash equilibrium in game I'. We show that the
pair of strategies {(xj,1— x{), (], 1 — y{)} is a maximal Nash equilibrium in
game I'. Suppose that there exists a strategy (xj, x2) € S; such that F((x], 1 —
x1), O, 1= y1) 2 F((x1, x2), (37, 1 —»3)). Then, by simple calculations, we
have (x1, x2) = (x}, 1 — x{). Similarly, we could show that G ((x}, 1 — x*), (3, 1 —
yi)) =2 G((xf, 1 = x7), (y1, y2)) implies (y1, y2) = (yf, 1 — y{). Therefore, the pair
of strategies {(x}, 1 —x{), (y{, 1 — y{)} is a maximal Nash equilibrium in game I'.

Note that, the scalar-payoff game I'(k°, A, Ay, ur, ny) induced from set-
payoff game I', is the game with incomplete informations. Because in game
I'(k°, AL, Ay, kL, 1), player I does not know p; and py, while player J does
not know the value of A; and Ay which are necessary for each player to find
best response strategies. Moreover, each player may choose different k° in game
'k’ A, Ay, L, ny). Therefore, the Nash equilibrium strategy in the scalar-
payoff game I'(k°, A1, Ay, i, iy) is a Bayesian Nash equilibrium (See Harsanyi
[6]).

5 Existence of Nash Equilibrium Strategy to Game I

In the previous section, for any given set payoff bi-matrix games, we define two person
games with scalar-valued payoff functions, and investigate relationships between
these games. In this section, we shall give some conditions under which there exists
at least one maximal Nash, Pareto Nash and weak Pareto Nash equilibrium strategies
to game I'.
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Lemma 5.1 In game T, suppose that A;;, Bij € C(R"),i € M, j € N are compact
convex sets. Then, it holds that

A A=MNF&L y)+AF(x% y) = F((A —Mx'+xx2y) Vxl,x2e S, Vye
Sy, YA el0,1],

(ii) The set-valued map F : S; x S; ~ R is continuous on S; x Sy,

(iii) F is uniformly compact on Sy x Sy,

iv) (1 =10G(x,y") +ArG(x, y2) =G, (1 =2y + Ayz) Vx €Sy, Vyl, y2 €
Sy, YA e[0,1],

(v) The set-valued map G : R" x R" ~» R is continuous on S; x Sy,

(vi) G is uniformly compact on S; x Sj.

Proof We shall show that (i), (ii) and (iii) hold. Let (x!, y), (x%,y) € S§; x S, be
any strategies and A € [0, 1] be any real number. Then by simple calculations, we
have

A= DFEL ) +AFG%y) = (=0 D D Ay 2D > 5l Ayy;
i=1 j=1 i=1 j=1

m n

m n
= (=MD D Ay +2 D D Ay
=1 j=I =l j=I

=D {1 = nx) +ax} D Ayy;
i=1

j=1
= F((1 —M)x" +ax%, y).

Next we shall show that (ii) holds. First, we shall show that F(-,-) is upper
semi-continuous on S; x S;. Let {(x”, y”, z")}32, € Gr(F) be any sequence con-
verging to (x?, y°,z%) € S§; x S5 x RE . By Definition, for each v, there exits an
aj; € Ajj, i € M, j € Nsuchthatz” = >0 > x'a);y}. Since A;; is compact,
without loss of any generality we assume that {a}’j}ﬁil converges to some point
af’j € A;;. Therefore, we have z € F(x?, y°).

Second we shall show that F(-,-) is lower semi-continuous on S§; x §;. Let
{(x¥, y")I52, € Sr x S; be any sequence converging to (x°, y°) € Sy x S; and
z% € F(x°, y°) be any point. Then there exists af; € A;; such thatz = >7" | > _,
x/ayg. Bysettingz¥ 1= >0, > x/af;y], wehavez” € F(x", y")andz” — z°,
which implies that F (-, -) is lower semi-continuous on S; x S;. From the above,
F(-,-) is continuous on §; x S;.

Finally we show that (iii) holds. In order to show that F is uniformly compact
on §; x 8y, it suffices to show that F(S;, S;) is compact. Let {z"}52, € F(S;, S;)
be any sequence. By definition, for each v, there exist points a;; € A;;, x}' € Sy
and y] € S;, i € M, j € N such that 2" = 37", >, x/a};y}. By assumptions,
A;j, Sy and S, are compact, without loss of any generality, we may assume that

x;} — x7, y}? — y;‘, andai”j — alf’j, i € M, j e N, which implies that 7" — z° €
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>ty 2oy xla) v € F(Sr, Sp). By asimilar way, we could show that (iv), (v), and
(vi) hold. O

From Theorems 3.3, 3.4 and Lemma 5.1, we have the following lemma.

Lemma 5.2 Suppose that A;j, B;; € CR"Y,i € M, j € N are compact convex sets
in game 1. Then, it holds that

1) fC,y; k% AL, Ay) : S — Risconcave and f (-, -; k°, A, Ly) is continuous on
S x 8y,

@) g(x, k% ur, ky) : Sy — Ris concave and g(-, -; k°, ur, Ly) is continuous
on S] X SJ.

Let (x,y) € S; x §; be any pair of strategies in game I'(k°, Ay, Ay, Ui, LU)-
We define the set-valued maps B;(-; k°, A, Ay) : Sy~ Sy and By (3 k%, ir, hy) :
Sp~+ 8y by Bi(y; k% Ap,hy) i={u e S| flu, y; k% r, hy) 2 f(x, y; k%, Ar,
Ay) Vx € S;} and By(x; k%, pp, py) i={v e Sy | gx, v k%, pur, py) 2 g(x, y;
k°, L, y) Yy € Sy}, which are called the best response maps for players / and
J, respectively.

From Lemma 5.2, we have the following lemmas.

Lemma 5.3 Suppose that A;j, B;; € CR"Y,i € M, j € N are compact convex sets
in game 1. Then, it holds that

(1) B;(y; k°, Ap, Ay) and By (x; k°, ur, y) are non-empty, compact and convex
set for each (x,y) € Sy x S;.

@) Br(3 k% Ap,Ay) Sy~ Syand By (-5 k°, ur, wy) : S; ~ Sy are upper semi-
continuous on Sy and Sy respectively.

Proof First we show that (i) holds. From Lemma 5.2, for each y € S;, f(-, y; k°,
AL, Ay) is concave and continuous on S;. Since S; is compact and convex, it holds
that B;(y; k°, A, Ay) is non-empty, compact and convex for all y € §,. Similarly,
we could show that (i) holds for By (x; k°, ur, iy).

Next, we prove that (ii) holds for B, (-; k%, Ap, Ay). Let {(x", y")} € Gr(B,(-; k’,
AL, Ay)) be any sequence converging to (x°,y°) € S; x S;. Then it holds that
F&, Y kO A, Ay) 2 f(u, ¥ k%, A, Ay) for Yu € S;. From Lemma 5.2, since
fG, 5 k% Ap, Ay) is continuous on S; x Sy, we have f(x°, y’; k% A, Ay)
= fu,y°; k° A, Ay) for Yu € S;, which implies that x° € B;(y°; k%, AL, Ay).
Similarly, we could show that (ii) holds for B, (-; k%, i, py)- O

Now we define the set-valued map B(-, -; k°, Ap, Ay, br, my) = Sy X S; ~» S %
Sy by  B(x,y; k% Ar, lu, pr, pu) 2= Br(y; k% hp, dy) X By(x; k%, s y)-
Then from Lemma 5.3, we have the following lemma.

Lemma 5.4 Supposethat A;j, B;; € C(RY),i € M, j € N are compact convex sets
in game T'. Then, it holds that

(i) B(x,y; k% Ap, Ay, 1L, Lu) is non-empty, compact and convex for each (x, y) €
S[ X Sj.
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(ii) The set-valued map B(-, -; k°, A, Ay, 1L, py) : Sy x Sy ~» Sy x Sy is upper
semi-continuous on S; < Sj.

Lemma 5.5 The pair of strategies (x*, y*) € S; x Sy is a Nash equilibrium to game
Lk, A, Ay, pr, py) if and only if (x*, y*)eB(x*, y*; k%, A, Ay, 1r, iy) holds
(See Kakutani [11]).

Lemma 5.5 shows that a pair of strategies (x*, y*) is a Nash equilibrium if and only if
it is a fixed point of the set-valued map B(-, -; k°, Ar, Ay, itr, ly ). From the above
lemmas, we have the following theorem.

Theorem 5.1 Suppose that A;j, B;; € C(R%,i e M, j e N are compact convex
sets in game T'. Then, there exists at least one Pareto Nash equilibrium strategy in
game I

Proof Let k° € int Rﬂ be any point and A;, u; € Ry, i = L, U be any positive
numbers. Then, from Lemma 5.3, B(x, y; k°, Ar, Ay, L, y) 1S non-empty, com-
pact and convex for each (x, y) € S; x S; and the set-valued map B(:, -; k%, A, Ay,
WL, iy) is upper semi-continuous on S; x ;. Therefore, from Kakutani’s fixed
point theorem [11], there exists at least one point (x*, y*) € §; x S, such that
(x*, ¥*) € B(x*, y*; k°, A, Ay, r, y). Therefore, from Lemma 5.5 and Theo-
rem 4.2, the point (x*, y*) is a Pareto Nash equilibrium strategy in game I'. |

Theorem 5.2 Supposethat A;;, Bjj € CR),i € M, j € N arecompact convex sets
in game T'. Then there exists at least one maximal Nash equilibrium strategy in game
T.

Proof Without loss of any generality, we assume that k° =1, A, =u; =1,i =
L,Uand A;; = [aiLj, ag] and B;; = [bi"j, bg], i € M, j € N.Then, from Corollary
3.1,

FOL Yk dys s o) = DD xi(@F (A k) + ¢ (A k)
i=1 j=I

m

= > > xiaf +a)y;. (22)

i=1 j=I

m n
g0, Yk dp hu. i ) = DD xi(¢F(Byji k) + oY (Byji k))y;

i=1 j=I

= > 2 xf +b7)y;. (23)

i=1 j=I

Namely, game I'(k°, L., Ay, i1, 1y) is a bi-matrix game with scalar valued payoffs.
Let (x*, y*) € S; x §; be any Nash equilibrium strategy to game I'(k’, Ap, Ay,
UL, iy ). Suppose that there exists a strategy x € S; such that
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m m n
PP RACRANEDIPIAC AN (24)

Then by Definition 2.1, it holds

>l £ 33 sl (25)

i=1 j=I i

>3l £ 33 sl (26)

i=1 j=1 i=1 j=1

Since (x*, y*) is a Nash equilibrium to game I'(k’, Ar, Ay, U1, Ly), it must hold
that

sz (all + aU)y/ = Z Xi (a” —i—al”)yl. @7)

i=1 j=I1 i=1 j=I1

From (25), (26) and (27), it follows that

* L% = L %
)3 ITIIRD 3p LT
i=1 j=I1 i

m n

m
* U % __ = U *
2.2 xaiyy =2 D Fagy),

i=1 j=I1 i=1 j=I1

which implies that
m m
Z )E,-[aiLj,ag]y;‘ = Z Yi [au’ u]yj

Namely, F(x*, y*) is a maximal element in F(y*)=. By a similar way, we could
show that G (x*, y*) is a maximal element in G(x*)=. Hence (x*, y*) is a maximal
Nash equilibrium strategy in game I". O

Theorem 5.3 Suppose that A;j, B;jj € C (RY,i € M, j € N are compact convex
sets and that B(x, y) # 0 for each (x,y) € S; x S; holds in game . Then, there
exists a Nash equilibrium in game T.

Proof From Kakutani’s fixed point theorem, it suffices to show that the set-valued
map B is convex-valued and upper semi-continuous on S; x S;.

First we show that set-valued map B3; is convex-valued. Let y € S; be any element.
Then from Lemma 5.1, for each x!, x2 € 5; (y) and any A € [0, 1], it holds that
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A =NFGL ) +AF (%, y) = F(1 = Mx' +ax2,y) € Flu, y) +RE Vu e 5,
F(u,y) € (1= MFE yp) +2Fa2 y) = F(1 = x! 4322 y) —RE Vue s,

which implies (1 — Mxl+ax? e Bi(y). Namely, the set-valued map 3, is convex-
valued. Similarly, we could prove that the set -valued map 5, is convex-valued.

Next, we show that set-valued map B; is upper semi-continuous on S;. Let
{(y",x")} € §; x S, be any sequence converging to (y°, x°) such that x” € B;(y")
for Vv. It suffices to show that F(u, y°) = F(x°, y°) holds for Vu € S;. Let z° €
F(x°, y°) € F(u,y°) + Rﬂ be any element. From Lemma 5.1, since F is con-
tinuous on S; x Sy, there exists a sequence {z"} converging to z° such that z" €
F(x',y") C F(u,y") +Rﬂ. By Definition, it holds that F(u,y") = F(x",y")
for Yu € S; and for VYv. Again, from Lemma 5.1, F(u, y”) is compact, we have
72° € F(u,y°) + RY, Yu € S;, which implies that F(u, y°) =; F(x°, y°) holds for
Yu € S].

Finally we show that F(u, y°) 2y F(x’, y°) holds for Yu € S;. Let u € §;
be any element. From the continuity of F, for any z° € F(u, y°), there exists
7V € F(u,y") C F(x¥,y") — Rﬂ such that z° € F(u, y°). Since F is compact-
valued and continuous on S; x S;, we have z° € F(x°, y°) — R, which implies
that F(u, y°) 2y F(x°, y°) holds for Yu € S;. By a similar way we could show that
B, is upper semi-continuous on S;. Hence B is upper semi-continuous on
S[ X S]. O

6 Conclusion

In this paper, we considered set payoff bi-matrix games where payoffs for each player
are given by compact convex sets in RY, namely, players don’t know the values of
payoffs but the ranges of the payoffs. We call this environment deterministic uncer-
tainty. This type of game may encompass interval payoff games, fuzzy payoff games
and robust games. First, we define several types of set orderings on the set of all
non-empty subsets in n-dimensional Euclidean space R”. Second, by using these
orderings, we define four kinds of concepts of Nash equilibrium strategies, that is,
Nash, maximal Nash, Pareto Nash, and weak Pareto Nash equilibrium strategies to
the games and investigate their properties. In particular, we investigate the relation-
ships between set-payoff games and incomplete information games. Finally, we give
sufficient conditions under which there exists these Nash equilibrium strategies in
bi-matrix games with set-valued payoffs and necessary condition under which there
exists Nash equilibrium strategies in bi-matrix games with interval-valued payoffs.
In this paper, we use the set-orderings <, < and < to define the concepts of Nash,
maximal Nash, Pareto Nash, and weak Pareto Nash equilibrium to the games with
set payoff. However, it is easy to use other types of set-orderings, say =;,i = L, U
etc. to define the concepts of Nash, maximal Nash, Pareto Nash, and weak Pareto
Nash equilibrium to the games with set payoff and we could derive similar results to
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the games with set payoffs. Moreover, we could define the incomplete information
game with set payoffs, where each player chooses a set-orderings among set-ordering
given in Definition 2.1, after that, each players plays the game with set payoff, without
knowing the set-ordering which the other player chooses each other. This means that
there are deep relationships between set-payoff games and incomplete information
games.
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