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ABSTRACT. A new concept of consistency for cost sharing models is discussed,
analyzed, and related to the homonymous property within the rationing context.
Central in the discussion is the Moulin-Shenker (1994) characterization of cost
sharing mechanisms in terms of rationing methods. It is used to characterize the
class of consistent incremental mechanisms, which includes most of the prevalent
solutions such as average, serial, and Shapley-Shubik cost sharing.

Keywords: consistency, cost sharing, mechanism design, rationing, additivity, in-
cremental mechanism

JEL-Classification: C70, D63, D70

1. INTRODUCTION

This paper studies the connection between two models in the literature on dis-
tributive justice, i.e., that of rationing and cost sharing, respectively. This paper
fits in the stream of axiomatic literature (see Thomson (2001)) which discusses
structural and characterizing properties of solutions. The central property is con-
sistency, pertaining to variations of the relevant set of agents. It envisions the idea
of fairness of solutions at all levels of cooperation, for any subgroup of agents,
according to which 'no subgroup should want to “re-contract”” (Young (1985,
p19)). Davis and Maschler (1965) and Hart and Mas-Colell (1989) introduce the
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property of consistency to the field of cooperative games, ideas which Sudholter
(1998) applied to solutions for cost sharing games. Other examples include Young
(1987, 1988) on taxation problems and Moulin (1987) on a model of surplus shar-
ing. More recently, Friedman (1997) considers consistency properties in hetero-
geneous cost sharing problems. See Thompson (1996) for a general overview on
the property of consistency in economic theory.

Formally, a rationing problem among agents in N = {1,2,...,n} consists of a
profile g of nonnegative individual demands, g; being the demand of agent i in
N, and an amount ¢t to be allocated to the agents. What makes it a rationing
problem is the assumption t < ) ;-\ g;, so that the aggregate demand (weakly)
exceeds the available amount. Many applications fit in this simple framework,
ranging from bankruptcy (O’Neill (1982), Aumann and Maschler (1985)) to taxa-
tion (Young (1988)). Solutions are the proportional, uniform gains, and uniform
losses methods (see e.g. Moulin (2002) and Thomson (2003) for overviews).

Suppose that the agents in N jointly own a production facility for some good Y.
A cost sharing problem among agents in N consists of a demand profile g, g; being
the demand of agent i for good Y, and the description of the technology in terms
of a cost function c, relating each nonnegative level y of production to the mini-
mum required level of inputs or cost c(y). Instead of a fixed amount ¢, the agents
now have to divide a variable cost c(} ;<) g;). Many solutions have been pro-
posed in the mechanistic cost sharing literature, including the average cost shar-
ing mechanism, the Shapley-Shubik mechanism (Shubik (1962), Sudhélter (1998),
Young (1985, 1994)), and the serial mechanism (Moulin and Shenker (1992,1994)).

Where a natural and very intuitive formulation of the consistency principle ex-
ists for the rationing model, in the cost sharing literature such unified approach
is absent. This is best illustrated by a number of studies, e.g. by Sudholter (1998),
Moulin and Shenker (1994), and Tijs and Koster (1998), each of them proposing
a different concept, based on distinct notions of a reduced cost sharing problem
— the basic construct in the notion of consistency. The ambiguity in choosing the
"proper’ reduction is expressed by the many ways that production levels may cor-
respond to an agents’ cost share, each choice leading to a different truncated and
reduced cost function. As these truncations may alter the very nature of the cost
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sharing problem at hand, I suggest, to avoid too much arbitrariness in the choice
of the reduction, to include all "sensible” ones. Then under consistency the cor-
responding induced set of solutions includes those derived from the status quo
solution. Where the foregoing notions of a reduction roughly concentrate only on
an agent’s cost share, here I will suggest a more subtle notion requiring a match
with the size of an agents” demand as well.

Moulin and Shenker (1994) show a class of cost sharing solutions which nat-
urally corresponds to the class of monotonic rationing methods, i.e., the class of
all additive cost sharing mechanisms with the property constant returns. Additiv-
ity is a decomposition property and is usually advocated for the ease of account-
ing, whereas the constant returns property specifies the natural allocation for cost
sharing problems without externalities. Each cost sharing mechanism with these
two properties represents a functional which allows for a Stieltjes-integral repre-
sentation with respect to the rationing method. For example, the average mech-
anism corresponds to the proportional, and the serial mechanism to the uniform
gains method. Moulin (2000) leaves it as an open problem whether a notion of
consistency for cost sharing problems exists which, under the above correspon-
dence, transfers smoothly from the cost sharing model to the rationing model and
vice versa. This paper provides a partial answer.

Overview of the paper and results Section 2 provides the basic setup for ra-
tioning and cost sharing problems, as well as the notion of solution in these con-
texts. Numerous examples of solutions and mechanisms are provided. Section
3 introduces the concept of consistency for cost sharing solutions. Section 4 fo-
cuses on the Moulin-Shenker (1994) characterization of cost sharing mechanisms
in terms of rationing methods, and some refinements thereof. Each consistent
mechanism in the corresponding class is represented by a family of consistent ra-
tioning methods (Young (1987), Moulin (2000)). In addition, the counterpart of
Theorem 1 of Young (1987) is that each family of rationing methods defining a
continuous, consistent and symmetric mechanism is parametric. Section 5 intro-
duces the class of incremental mechanisms, each being characterized by a family of
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piecewise linear rationing methods. Herein the consistent mechanisms induce con-
sistent rationing methods, and vice versa. Then the average, serial, and Shapley-
Shubik mechanism are all consistent as members of this class. Each incremental
mechanism for 2-agent cost sharing problems is uniquely extended to a consis-
tent mechanism — which then is incremental as well. An incremental mechanism
satisfies interval consistency iff it is the composition of average and marginal mech-
anisms. This leads us to conclude that the average sharing mechanism is the
unique incremental and strongly consistent mechanism.

2. RATIONING, COST SHARING, AND PRELIMINARIES

2.1. Rationing. In this paper the focus is on a given finite set of agents N =
{1,2,...,n}. A rationing problem for S C N consists of a pair (q,t) € R x R4
such that q(S) := Y;c59; > t. A rationing method r associates to any rationing
problem (gq,t) € R a vector r(q,t) € RS such that r;(q,¢) < g; foralli € S and
Yicsri(g,t) = t. Then r is monotonic whenever t < t' implies r(q,t) < r(q,t')
forall t,t/,q € ]Ri. Then each such rationing method defines for all g € IR§r a
monotonic (and continuous) path t +— r(q,t) from 0 to q. A rationing method
is called piecewise linear if the path t — r(q,t) is piecewise linear. The para-
metric rationing methods (Young (1987)) constitute a rich class of solutions. Let
f : D — R be a real-valued function where D C R? is a set in Ry x [0, Q]
for some Q) € Ry U {oo}. It is assumed that for any (z,w) € D it holds that
f(z,0) =0, f(z,Q) = zand w — f(z, w) is non-decreasing and continuous. Then
for such an f there is a unique rationing method r such that r;(x,t) = f(x;, w)
where w solves ) ;cs f(xj,w) = t. This r is then called the parametric rationing
method for f. Notice that the focus is on the continuous formulation of the model,
where t may be arbitrarily divided. In this setting the proportional and uni-
form gains methods are considered as the prevalent symmetric solutions. Moulin
(2000) focuses on discrete formulation of the problem and asymmetric prior-
ity rules (see Moulin (2002) and Thomson (2003) for overviews). The prevalent
symmetric solutions include the proportional rationing method and uniform gains
method. The proportional rationing method is defined by r"(g,t) = gq/q(N)t,
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and the uniform gains method is defined by r7“(g,t) = min{g;,w}, where w
solves ) ;cymin{g;,w} = t. Its dual is the uniform losses method defined by
r7t(q,t) = q; — min{q;, w}, where w solves Y ;cn(g; — min{g;, w}) = t. For fur-
ther reference see Moulin (2002).

2.2. Costsharing. Consider a production facility for some perfectly divisible good
Y, of which the technology is summarized by a cost function ¢ : Ry — R; c(y)
denotes the minimal (monetary) input to generate y units of Y. First of all it is
assumed that there are no fixed costs, or ¢(0) = 0. In addition we shall assume
absolutely continuous cost functions®. This technical condition implies that a cost
function is differentiable almost everywhere. With slight abuse of notation ¢’ is
the marginal cost function, i.e., it coincides with the derivative of ¢ whenever the
latter exists, and assumes the value 0 otherwise. In particular, ¢’ is is Lebesgue-
integrable and costs for output level y may be expressed as c(y) = [J ¢'(t)dt.
The set of all cost functions is denoted by C.

A cost sharing problem for S C N is an ordered pair R = (g,¢) € RS x C. The
interpretation of R is that the agents in S jointly own the production facility, and
g = (gi)ics summarizes the individual demands of the agents for good Y; then
g(S) is produced and cost c(g(S)) has to be shared. The set of all cost sharing
problems for S is denoted R°, and put R := Jscy R°.  For (q,¢) € RS,y € RS
is called wvector of cost shares if y(S) = c(q(S)). The set of all cost shares for
R € RS is denoted A(R). A solution is a mapping ¥ : R — UscyRY such that
¥(R) € A(R) for all R € R; ¥ is a mechanism if it is single-valued, i.e., if the
set ¥(R) consists of precisely one element for all R € R. The class of all so-
lutions and mechanisms are denoted & and 90, respectively. With slight abuse
of notation I shall write ¥(R) = x whenever x is the unique element in ¥(R).
The class of solutions and mechanisms, resp., with properties Py, P,, ..., Py is de-
noted &(Py, P, ..., P;) and M (Py, Ps, . .., Pr). Now we will discuss the solutions

IFor such functions it holds that for all intervals [a,b] C Ry and & > 0 thereis a 6 > 0 such
that for every finite collection of pairwise disjoint intervals (ay, by) C [a,b],k = 1,2,...,n with
Yoieq (e —ax) <6, wehave Y}, |f (bx) — f (ar)| <e.

2This follows by the Fundamental Theorem in Lebesgue (1904).
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that will be most prominent in this paper. The focus will be on a fixed problem

R = (g,c) € RS.

Examples of multi-valued solutions
These are all motivated by concepts for the cooperative stand alone cost game as
in Young (1985, 1994). The imputation set and core, respectively, are defined by

J(g,c) = {x € A(g,¢) {xlgc(ql)foralleS}
¢(g,c) = {x e A(g,¢c) | x(T) <c(q(T)), forall T C S} .

As in Tijs and Koster (1998), each R = (g, ¢) € R? is associated with a pessimistic
cost sharing problem (q,c%) € R° with c% € C defined by

, inf{ [(0)at| T € Boq(s))irn) =v} ity e 0q(s),
cr(y) = T ‘
c(y) ify >q(S),
i.e. the pessimistic cost function for R. Here B (]0,4(S)]) stands for the Borel-o-
algebra on the interval [0, (S)] and A is the Lebesgue measure. So cy relates

each level of aggregate demand y € [0,d (S)] to a specific upper bound on costs,
given by the minimum of corresponding aggregate marginal cost on [0,4(S)]. > It

1

is easy to show that each such pessimistic cost function c}, is concave on [0,4(S)].
The pessimistic imputation set is the set 3"(q,¢) = J(g,c), the imputation set of
the pessimistic cost sharing problem. Similarly, the pessimistic core is defined by

€ (q,c) = €(q, cg)-

Examples of mechanisms
The average cost sharing mechanism pu* determines the vector

{ 0 ifq(S)=0,
pY(g,0) = cq(5)) -
7(5) -q otherwise.

Let IT(S) be the set of all mappings S — {1,2,...,|S|}. For each ¢ € I1(S) and
q € RS letq%,q9,.. 4[5 be defined by g7 = ¥y<; g (;)- Then for any o € I1(S),

3A generalization of the pessimistic cost sharing problem to heterogeneous cost sharing prob-
lems is in Koster (2000).
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the corresponding marginal mechanism u’ € R is given by

i (qc)=c (qgfl(i)> —c (qgfl(i)—1> : )
So for each cost sharing problem 1 (g,c) is the marginal vector with respect
to the stand alone game (see Young (1985)). The Shapley-Shubik mechanism ®
(Shubik (1962)) averages all marginal or incremental cost shares, i.e., ® (g9,c) =
2 Y oeri(n) # (g, ¢). Define the pessimistic marginal mechanism with respect to o €
IT(N) by p$(g,¢) := p? (g,cg), forall R = (g,c) € RS. The pessimistic Shapley-
Shubik mechanism ®F is defined by ®" (g,c¢) = ®(g,cy). Weber (1988) discusses
the class of random order values consisting of all mechanisms that are a convex
combination of marginal mechanisms.
The serial mechanism p°® (see, e.g., Moulin and Shenker (1992)) is defined as fol-
lows. For g € IR§r let o € I1(S) be such that g,(;) < qo(j) < 1 < j. Define numbers

90,97/ - - -,qj‘s| by g5 = 0and Cl}k = Yr<j-190(¢) + (IS| = j +1)g4(j)- Then put

c(qy) —c(q7_1) ,
uR(g,0)= Y forallc € C,i € S. 3)
) S| —0+1

3. CONSISTENCY IN COST SHARING

In the literature on distributive justice, the invariance property of solutions
with respect to varying sets of agents is usually referred to as consistency. Within
the rationing context the idea of consistency is transparent and intuitive: a ra-
tioning method r is called consistent if for all rationing problems (g, x) among
agents in S, 7\ (;4(q,x) = 7(qs\(j, x — 1j(q,x)) forall j € S.* Hence, consistency
states that with removing an agent from the cooperative S, and taking all the
resources that are allocated to this agent, renewed allocation of the remaining
pieces within the reduced society does not make a difference as long as r is used.
As Moulin (2000) puts it, ‘changing the status of an agent from active participant
to passive expense of resources does not alter the overall distribution’. Consistency
puts forward an idea of fairness on the level that 'no subgroup of agents should

4In fact the notion is usually defined in terms of general sets of agents leaving, but is derived
from repeated application of this statement.
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want to “re-contract”” (Young (1985, p19)).

Less trivial is the notion of consistency within the cost sharing context. Suppose
that the group of agents S C N face a cost sharing problem (g,¢) € R® and that
the mechanism y is used to calculate the individual shares. One of the agentsin S,
say i, leaves the problem, takes his demand g; and pays y;(g, ¢). The mechanism
u is consistent if it determines the same allocation for the agents S\{i} in the new
situation. Then, just as in rationing problems, agents should not bother about
renegotiating as it will not help them to improve upon the status quo u(g, ¢). But
the crucial point here is that, in order to be able to apply a solution like y again,
tirst there has to be a clear understanding of the new cost sharing problem. This
amounts to a translation of the original problem into a reduced cost sharing problem
(7,6) € R\t where the pre-paid amount 1;(g,c) is taken into account. Al-
though it seems fairly reasonable to use 7 = g\ (;} as the new demand profile, the
choice of ¢ seems at least debatable. This is illustrated by the literature where sev-
eral reductions are proposed, see, e.g., Moulin and Shenker (1994), Kolpin (1994),
and Sudholter (1998).

Here I depart from this approach and propose, as long it is not clear which re-
duction fits the situation best, to include all problems that could possibly serve
as a proper reduction. Then I shall call a solution consistent if any vector of cost
shares in the original solution is still available for the remaining agents in the so-
lution induced by some reduced cost sharing problem. A cost sharing problem
is admitted as reduction with respect to agent i if it is derived from the original
problem through truncation of the cost function over g; production levels, match-
ing the cost share y;(g, ¢) . The following example explains the basic idea.

Example Consider the cost sharing problem (g,c) for N = {1,2,3} defined by
c(y) = y?> and g = (1,2,3). Assume average cost sharing, so that the cost shares
are determined by 1V (g,c) = (6,12,18). Suppose agent 2 leaves the cost sharing,
claiming the production levels X = [2,4]. These levels reflect his cost share of
12 = ¢(4) — ¢(2), the total of marginal costs involved with the production of his
demand 2. In the same way the levels Y = [0, 1] U [5, 6] fit agent 2’s cost share, as
(c(1) —¢(0)) + (c(6) — c(5)) = 12. One possible reduction with respect to agent
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2 would be the truncation cx of ¢ over X,

_J ) ify <2,
CX(y)_{ c(y+2)—12 ify > 2.

Similarly, another reduction cy is defined by the truncation of costs over Y,

o ):{c(y+1)—c(1) ify <4,
Yy c(y+2)—12  ify >4,

Similarly, in case of reduction by agent 1 the sets U = [21,33] and V = [0,1] U
[51, 6] reflect both his demand and cost share 6. Then truncation of c over these
production levels leads to the reduced cost functions c;; and cy, respectively,

C ( )_ C(y) ifySZl, C ( )_ C(y+%)_c(%) ifySS/
uy) = cly+1)—6 ify > 2% ] cly+1)—6 ify > 5.

Summarizing, a plausible reduction will address different levels of output to the
leaving agent, such that the aggregate production equals his demand and corre-
sponding marginal costst reflect his cost share. <

The indicator function T4 : R — {0,1} for A C Ris defined by I 4(t) =1 &t €
A. For any bounded set U € B([0,00)) and y € R, define U, C [0,0) as the
smallest interval containing [0, y] such that A (U, \ U) = y. Then the reduced cost
function with respect to U, cyy, is defined by

cu (y) = /u ¢ (1) g \y (1) dtforally € R,

Y
So cyy € C takes for each input level y the total of marginal costs of the first y
levels outside U. For any R = (g,c) € R® and i € S define Q(¥, R, i) as the set of
all T € B([0,4(S)]) such that

(5) A(T) =q;,
(it) [pc' (t)dt € ¥i(q,c).

Then T € Q(Y, R, i) can be interpreted as a set of demand levels that simultane-
ously represent agent i’s individual demand (condition (7)) and his share in total
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costs (condition (i7)). If Q(¥, R,i) # @ foralli € S, then R is called reducible with
respect to Y.

A solution Y is consistent if each restriction of a share vector in the original solu-
tion is available for some reduced cost sharing problem. Then if this holds for all
reductions, ¥ is called strongly consistent. Formally:

Consistency ¥ € G(CO) if for all R = (g,¢) € R%,i € S,and each y € ¥(R)
there exists U € Q(Y, R, i) such that ys\ (i € ¥ (9s\ (i}, cu)-

Strong Consistency ¥ € G(SCO) if ¥ € &(CO) such that for all R = (g,¢) €
RS,i€S,andeachy € ¥(R), U € Q(¥,R,i) = ys\(iy € Y(qs\qiy cu)-

Note that these notions require that a problem be reducible with respect to the
solution. Lemma 6.4 in the Appendix shows that this is actually not too much
to ask, as each problem R with solution ¥(R) C €"(R) is reducible. Below we
focus on a version of consistency weaker than SCO but stronger than CO. It re-
quires not only CO, but also invariance of the solution with respect to all suitable
reductions by intervals:

Interval Consistency ¥ € G(ICO) if ¥ € &(CO) such that for all R = (g,¢) €
Rs,i € S,itholds that‘I’(qS\{i}, Cu) - TS\{Z’} (R) forallU = [t,t+qi] € Q(‘P, R, Z)

Note that §(SCO) C S(ICO) C &(CO). Below I will show that most of the
discussed solutions are in full accordance with CO. In particular, it is not hard
to show that A is strongly consistent, and that € is consistent. In fact, €' is the
maximal consistent solution in J°.

Theorem 3.1 If ¥ € S(CO) and ¥(R) C J°(R) forall R € R, then ¥(R) C €(R)
forallR € R.

Example 3.2 The marginal mechanisms p” are consistent but not strong consis-
tent. Just consider R = (g,¢) € R® and define the sets T; := [qg,l (i)_l,qg,l (0

Then foralli € S, T; € Q (4%, R, i) and thus (Cls\{i}z cTi) is a reduced cost sharing
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problem with respect to i. Moreover, according to #” the same ordering of the re-
maining agents is used to calculate the individual shares in the reduction, which
means that nothing changes for the agents k with ¢ (k) < ¢ (i) . Now consider an
agent k with o (k) > o (i) . Then with y; := ¥ic o\ iy0(j)<t 4, S We get

i <45\{i},cn> = CT, (ya(k)) —Cr; <ya(k)fl> =c (qi +ya(k)> —C (qi + }/a(k)71> =

C( Y. qj)C( Y. q;)xz‘?(qm)-
jio(j)<e(k) jio(j)<e(k)

This proves that u” is consistent. To see that strong consistency is violated, con-
sider the problem R = (g,¢) € R{23 with c(y) = [J Li0,1)up23 (t) dt and
g = (1,1,1). If ¢ is the identity permutation, 7 (q,¢) = (1,0,1). Then [2,3] €
Q(u’, R, 1), but xJ (4{2,3}/0[2,3]> =1 # uf(q,c). In a similar way one may
prove that the pessimistic marginal sharing mechanisms y} are consistent but
not strongly so. <

4. MOULIN & SHENKER (1994) AND CONSISTENCY

The two main characterizing properties in the cost sharing literature are addi-
tivity and constant returns. Additivity is propagated as an accounting convention,
allowing for the decomposition of a cost sharing problem in several cost compo-
nents without altering the final cost allocations. Constant returns declares price
of the good equal to marginal costs in case of linear cost functions. Formally,

Additivity y € M(ADD) if u(q,c1 + c2) = (g, c1) + u(q, c2) for all demand pro-
files g and c1,cp € C.
Constant Returns ¥ € S(CR) if ¥(gq,cy) = 99 for ¢y € C given by cyp(y) = dv.
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All the previously discussed solutions satisfy CR, except for A, whereas most
of the prevalent mechanisms in the literature belong to 9M(ADD, CR). Exam-
ples are u*V, u%, u** and ®.° The following result is due to Moulin and Shenker
(1994) and shows the close relationship between M(ADD, CR) and the class of
monotonic rationing methods.

Theorem 4.1 u € M(ADD, CR) if and only if there is a rationing method r such that
foreach S C N,q € R,

u(g,c) = /Oq(S) ' (t) dr(q,t) forall c € C. 4)

So each mechanism y € M(ADD, CR) is fully characterized through its rationing
method r; I shall write u = u". The following result shows that, although the set
of mechanisms in Theorem 4.1 can be considered as rather small, the set of cost
shares generated by it is not.

Theorem 4.2 ¢"(R) = {u(R) | 4 € M(ADD,CR)} forall R € R°.

Note that, in our model, except for the labeling of the agents, it is only their
individual demand that may influence a solution, ceteris paribus. Then, if two
agents can not be distinguished for these characteristics it is reasonable that they
be treated equally by the solution:

Equal Treatment ¥ € G(ET) if for all x € ¥(q,c) itholds q; = q; = x; = x;.

Ranking (RANK) encompasses the idea that larger demanders have higher
impact on total costs, and should therefore contribute more. ET is weaker than
the anonymity property in Moulin and Shenker (1992) and implied by RANK.
Formally:

5 An excellent overview on additive cost sharing is Moulin (2002). In particular this work shows
the power of the additivity as a mathematical tool. Non-additive mechanisms are proposed and
analyzed in, e.g., Sprumont (1998), Tijs and Koster (1998), Koster (2001), and Hougaard and Pe-
tersen (2001).
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Ranking ¥ € 6(RANK) if for all x € ¥(q,c) it holds that g; > q; = x; > x;.

Refinements of Theorem 4.1 in terms of these properties are easily derived, as
we have:

Proposition 4.3 u € M(ADD, CR, RANK) if and only if
(i) w is generated by a rationing method r, i.e., u = u’,
(i) if for g € lRi,qi > g for somei,j € S, then ri(q,-) > rj(q, .

Corollary 4.4 p € M(ADD, CR,ET) if and only if
(i) w is generated by a rationing method r, i.e., u = u’,
(ii) if for g € RS, q; = q;j for somei,j € S, thenr;(q,-) = ri(q,-).

By Theorem 4.1 it is possible to study for properties of cost sharing mechanisms
by looking at corresponding rationing families, and vice versa. In this respect, the
notion of consistency transfers smoothly from the cost sharing to the rationing
model.

Theorem 4.5 If u = u" is consistent, then r is consistent.

Proof. For all x € [0,4(S)], u(q,Tx) = foq(s) I.(t)dr(g,t) = r(g,x). Moreover, for
eachj € Swehavefor R = (q,Tx), [x — p;j(q,Tx), x] = [x —7i(g,%),x] € Q(1, R, }).
But then it holds by CO for all x € [0,4(S)] that

rs\(j3 (%) = s\ (73 (0, Tx) = #(qs\ (s Tx—ri(g)) = 7G5\, x —7j(q,x)). =

Young (1987) characterizes the class of parametric rationing methods by equal
treatment, consistency and continuity, a result that is useful in the present frame-
work of mechanisms as well. A rationing method r is called continuous if it is
jointly continuous in both arguments, i.e., (g,t) — (g, t) is continuous for all ra-
tioning problems (g, t). Such r is then robust against small changes in the param-
eters defining the rationing problem. For cost sharing mechanisms the approach
is similar. For t > 0, define the base function '+ € C by I't(y) = min{y, t} for all
y € R4. A mechanism will be called continuous if small changes in demands and
I't cause only small changes in cost shares. More specifically,
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Continuity u € M(CONT) if the mapping (g,t) — p(g,T}) is continuous on
RS x Ry, forall S C N.°

Lemma4.6 If y = " € M(ADD, CR, CONT) then r is continuous.

Proof. Without loss of generality it may be assumed that r(q,t) := u(q,T¢). Then
clearly continuity of u implies continuity of the method r. n

Theorem 4.7 1 € M(ADD, CR,CO, ET,CONT) if u = u" and r is parametric.

Proof. By Theorem 4.1 there is a monotonic rationing method r such that y =
u", and Corollary 4.4 shows that r satisfies equal treatment. Then the proof is
completed by application of Theorem 1 in Young (1987) and Lemma 4.6. n

Note that Theorem 4.5 and Theorem 4.7 do not fully characterize the set of
all consistent cost sharing mechanisms within 9t(ADD, CR). In the next section
I will show that consistency is transferred smoothly between piecewise linear
rationing methods and incremental mechanisms.

5. INCREMENTAL COST SHARING MECHANISMS

All of the earlier examples of additive mechanisms have in common that a
finite number of intermediate levels of output determines the final solution, as
the cost increments of two consecutive levels is split amongst the agents in a fixed
ratio. It is similar to the calculation of the random order values of Weber (1988),
by which cost shares are determined on the basis of the coalitional aggregate
demands as intermediate output levels. Here I will discuss a more general class
of mechanisms, each of one splits increments related to other intermediate levels
of output as well.

A mechanism y is called incremental if for each g € RS thereis aninteger k € IN,

%In order to avoid the hybrid character of CONT one may consider the replacement by two
requirements, continuity of the mappings t — u(q,I't) and g — u(q,I't).
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vectors a1, ay, ..., a0 € A(S) :={y € R} | y(S) =1} and x € RE such that

k
u(gc) =Y ay(c(xp) —c(x,q)) forallc € C, (5)
=

and where 0 = xp < x1 < ... < x¢ = ¢(S). The set of all incremental mech-
anisms, denoted 9!, forms a generalization of the class of additive incremental
methods and random order mechanisms as in Weber (1988). An incremental mech-
anism y satisfies CR if only Y¥_ a; (x, — x,_1) = q(S). In the latter case the
corresponding rationing method r is determined by

%r(q,t) =uayforall t € (xy_1,xy) and xp # x/_1. (6)

5.1. Examples of incremental mechanisms. Obviously, ® is incremental as ran-
dom order value. Moreover, all previously discussed additive mechanisms be-
long to 9’

o uN:ik=1,x=q(S),ar = q(is) whenever g(S) > 0.

=/
e ;5% For g € RS there is an ordering permutation ¢ € I1(S) that such
that q,(;) < q,(j) < 0(i) < o(j) foralli,j € S. Then take k = |S| and
X¢ = Yp<o1(0)-190(p) T (IS| = £+ 1)q,(¢). Define (ay); = 1/(|S| — £ +1)
if o(i) > £ and 0 else.

e u7: For each 0, take x; = Y, < --1(4) o (p) and (ay); = 1 < 0o (i)

5.2. Consistent incremental mechanisms. Theorem 4.5 does not represent a full
characterization of the class of consistent mechanisms in 9t(ADD, CR). How-
ever, those mechanisms being incremental and consistent correspond one-to-one
to consistent and piecewise linear rationing methods.

Theorem 5.1 u € M!(ADD,CR,CO) if and only if u = " and r is consistent and
piecewise linear.

One may easily verify that the rationing methods corresponding to the earlier
mentioned incremental mechanisms are all consistent. Then an implication of
Theorem 5.1 is that the mechanisms u*V, u%, 47, ® are all consistent.
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Theorem 5.2 Let ji be an incremental mechanism for 2-agent cost sharing problems with
the property CR. Then fi uniquely extends to y € M(ADD, CR, CO). In particular
u must be incremental.

For instance, this shows that there is only one consistent way of extending se-
rial cost sharing for 2-agent cost sharing problems, and that is by application of
the serial mechanism for all cost sharing problems.

5.3. Reducible incremental mechanisms. Moulin (2000) introduces the notion
of a reducible rationing method. Basically, for such method there is an ordered
partition of the set of agents and for each element in the partition there is give
a (different) rationing method, such that the final allocation can be determined
in two steps: (1) the available units are divided over the different elements in
the partition, (2) the rationing method associated with a specific element in the
partition determines the further allocation for the agents therein. This two step
procedure will be used for the cost sharing model as well. A mechanism will be
called reducible if there is a non-trivial ordered partition N of N, such that cost
shares may be calculated by different mechanisms to certain cost sharing prob-
lems induced by the ordered partition. Formally this procedure is as follows.
Consider an ordered partition N’ = (N(1), N(2),...,N(x)) of N, where « is an
integer smaller than |N|. Given N,R = (g,c) € R® define for k = 1,...,x the
cost function c& € C by

C’z‘z(y)=6< Y. q(N(ﬁ)ﬂS)ﬂLy) —C< Y q(N(f)ﬂS)>

<k—-1 1<k—1

for all y € Ry. A mechanism y € 9 is reducible if there is a non-trivial or-
dered partition N' = (N(1),N(2),...,N(x)) of N together with mechanisms
ul,...,u* € M such that for each (q,c) € R%,i € SN N(k) it holds p;(g,¢c) =
yi-‘ (asnn(x), ck). Then y is considered as the composition of the mechanisms !, .. ., u*.
So, as an analogue to the rationing model, here the ordered partition is used to
address the different cost levels to the elements in the induced partition. The
proof of the following is in the Appendix.
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Theorem 5.3 y € M/ (ADD, CR,ICO) if and only if u is composition of the average
mechanism and marginal mechanisms.

Corollary 5.4 Suppose Y € {ET,RANK}, then 9! (ADD, CR,ICO,Y) = {u*"}.

Proof. This follows from Theorem 5.5 in combination with Proposition 4.3, Corol-
lary 4.4. L

Theorem 5.5 9/(ADD, CR,SCO) = {u*V}.

Proof. In order to show that u*V is strongly consistent, consider a reduction of
the problem R = (g,c) € R® with respect to agent i € S, say (qs\(i}- cT), where
T € Q(pu*,R,i).Then

W asyrer) = o serla\i) = e {etas) - sclasn |

Is\(iy _q9(5\{i}) o
’1(55\{1'}) q(S) c(q(5)) = pg\y; (4 0)-

Finally, proceed along the lines of Example 3.2 in order to show that no other

reducible mechanism is strongly consistent. n

Remark In fact one may prove that the unique strongly consistent mechanism in
M(ADD, CR) is V. A proof is available upon request.

6. APPENDIX

Lemma 6.1 Let R = (g,c) € R® and take y € €°(R). Then for each i € S there is
a € [0,q(S\{i})] such that y; = c% (a +g;) — ¢k (a).

Proof. Let i € S and define g : [0,00) — R by g (t) = cj (t+4g;) — ck (f). Then
$(0) = ch(g) > ys and g (0 (S\ 1)) — € (4(5)) —ch (9 (S 1)) < g The
latter inequality follows from the fact that y € € (g,¢) since cj (9 (S)) = vy (S)
and cj (g (S\ {i})) > y(S\{i}). Recall that c} is concave and thus continuous.
Then by continuity of g there exists a such that g (a) = y;. L
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Lemma 6.2 Let R = (g,¢) € R®. Foreach x € [0,q(S)] there is Ty € B([0,4(S)])
such that ¢ (x fT c'(t)dt and A(Ty) = x. The sets can be taken such that x <
y = T, C Ty

Proof. Take x € [0,4(S)]. For z € Ry we define D, := {t € [0,4(S)] | ¢/(t) > z}.
Then let z(x) := sup {z € Ry | A(D:) > x}. We distinguish two cases, A(DZ) =
x and A(D,(y)) > x. We will show that the choice of Ty := D, serves our goal.
To see this, just take an arbitrary T € B([0,4(S)]) with A(T) = x, T # Tx. Then in
particular for t € T'\ Ty it holds that ¢/(t) < z(x) and therefore

/T\Tx ¢(Ddt < z(x) - A(Te \ T) < /TX\TC/(t)dt'

Asa consequence fT o ()dt = fTﬂTx ' (t)dt + fT\Tx c'(t)dt < [pp, ¢ (t)dt +

Jrarc'()dt = [ c'(t)dt. So cp(x) = sup { [r.c'(t)dt | MT) =x} = [, c(t)dt

Now for the second case assume that A(Dz(x)) > x. This means that
A{t€0,q(8)] | c'(H) =z(x)}) > )\(Dz(x)) —x.

Determine ¢’ € [0,4(S)] with A(]0, ] ﬂ{t € [0, q ] ] c'(t) = z(x)}) = MDyy)) —

x. Now take Ty := Dy, \ ([0,#'] N {t € [0,4(S)] | ¢( (x)}). Then A(Ty) = x

and the rest is proved analogously to the first case. Be51des, it should be clear
from the presented construction that Ty C T, whenever x < y. [ ]

Lemma 6.3 Let ¢ : [0,y] — R be increasing and concave such that ¢(0) = 0. Then
for any o € [0,1] there is an interval I = [t,t + ay] C [0,vy] such that ac(y)

et + ay) — ().

Proof. Define ¢ : [0, (1 — a)y] — Ry by g(f) = c(t + ay) — c(t). Concavity of ¢

implies g(0) = c(ay) > ac(y) = c(y) — (1 —a)e(y) = c(y) —c((1-a)y) = g((1-
a)y). Hence by continuity of ¢ thereis t € [0, (1 — a)y] such that ¢(f) = ac(y). =

Lemma 6.4 Let R € RS. If u(R) € €"(R) then Q(u, R,i) # @ forall i € S.

Proof. Take R = (g,c) € R®,i € S, and assume p(R) € ¢"(R). By Lemma 6.1 there
is an interval T = [a,a + g;] such that [ c/(t)dt = c}(a+ q;) — c}(a). Moreover
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we may choose sets U, V € B([0,4(S)]), U C V such that [, c'(t)dt = cf(a) and
[y (t)dt = cR(a+g;). Then V\ U € Q(u, R, ). ]

Proof of Theorem 3.1

Part (i): Take y € €T (g,c) for (g,c) € R%,S C N.Leti € S,Q C S\ {i}. Ac-
cording to Lemma 6.1 there is an interval [a,a +g;] € [0,49(S)] such that y; =
cg (a+qi) — cg (a) . Consider a family of measurable sets {T> }, | (s)] as in Lemma
6.2. Consider T = Tyy4, \ Tp. Then it holds [, ¢’ (s)ds = y; € QﬁP (g,¢);. More-
over A(T) =¢q;,s0T € Q(€",S,i). Let Ry := (q,cT).Byy € €% (g,c) it holds

y(QU{i}) = cr (g (QU{i})), s0
y(Q) = cr(7(QU{i})) —
= s)ds — s)ds = c’ (s)ds
/QU{} /T ) /Tq@u{i})\T )
zint{ [ ¢ (s)ds U € BI04\ T),A (W) =q(Q)

—inf{ [ () () ds | U € B0.4(S\ i) A (W) = g(Q)}
— (er)h, (1(Q)).

By variation of Q and the fact that y (S \ {i}) = c¢7 (g (S \ {i})) we conclude that
Ys\(iy € € (Rr).

Part (ii): Let ¥ be a consistent solution. Then we need to show that ¥(R) C ¢ (R)
for all problems R = (g,c) € R. We will start with a proof for R € RN and
a similar reasoning applies for arbitrary R € R°. So assume ¥ € S(CO),R €
RN, and x € ¥(R) C J°(R). Then it suffices to prove that for any S C N,
x(S) < ck(q(S)). By consistency it holds that thereisa T; € Q (¥,R,{1}) such
that x\ iy € ¥(gn\ (1}, c1y)- Put R! = (g, c1,), then by consistency thereisa T, €
Q (Y, RY, {2}) such that xy\ 112} € ¥(qn\ (1,2}, (e1y)7)- Put R? = (g 1,23, (€1)5)-
This procedure may now be repeated for the agents 3,4, ..., n. In this way we ob-
tain profit sharing problems RO R, ..., R"™1 and R", such that R = R, and
fori € N,R' = (qN\{1,2,...,i}/Ci) e RN\{12-1} is such that ¢! = ciTl_,_l1 for some
T;_1 € Q(¥,R71,{i}) with the property that XN\{12,...i} € ¥ (R'). In particular
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by definition of a reduction it holds for alli € N

xi:/Ti<ci>/(s)ds. (7)

Define increasing bijections g; : [0,4(N\{1,2,...,i —1}] — [0,9(N\{1,2,...,i —
1}) — A(T;)] by gi(s) = A([0,s]\T;) forall s € [0,q(N\{1,2,...,i—1})]. Note that

A(gi(U)) = A(U) foralli € N. (8)

Next, define T} := g; 'og, ' o... ogi__ll(Ti) fori € N.The collection {T;,T5,..., T;; }
satisfies the following three properties:

(a) AMTFnN T]*) = 0 for all i #, ], since g’s are bijections,
(b) A(TF)=g,foralli € N, by (8),and
(c) xi= [p.c/(s)dsforalli € N, by (7).

Hence x(S) = igszi*c’(s)ds >inf { [;c/(s)ds | T € B([0,q(N)]); A(T) =q(S)} =
cr(q(S))- .

Proof of Theorem 4.2.

The proof of the inclusion "2” is easy and essentially done in Tijs and Koster
(1998). We will now prove ”C”. Basically the argument is to choose a partition of
the interval [0, g (S)], such that each member in this partition is associated with a
particular agent for which the corresponding marginal costs equal his cost share
according to y € €7 (g,c). Then, given g, we define solutions to the rationing
problems (g, t) for t > 0 by r(g, -). By variation of 4 we obtain a rationing method
r. At this point we may assume without loss of generality that S = N and that
we made a choice for (¢, -) for all ¢’ # q. Our objective is to find r(g, -) such that
™ (R) = y. Let Ty = [a1,a1 + q1] be an interval as in Lemma 6.1 for agent 1 and
let c; = cf. Define a new cost sharing problem R; = (g2, ¢2) by 42 := gy {1y and

Co (y) _ 1 (y) lfy S ai,
ci(m)+aly+q)—cl@m+q) ify>ag.

Notice that c; is concave and that for this reason ¢y = c2. Application of Lemma
6.1 to Ry and agent 2 gives us a set T, = [ay, a2 + g2 such that ¢, (a2 + q2) —
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¢z (az) = yo. Then we proceed as follows. Having defined Ry, R3, . .., R; and inter-

vals Ty, Ty, ..., T;, Ty = [ag, ax + qx] C [O Z]>kq]} we define R; 1 by <QN\{1,2,...,1'}/ ci+1)
where ¢; 1 € C is given by

c; ()_ Ci(y) lfOSygal/
)= ci(ai) +ci(y+qi)—ci(ai+q;) ify>a.

Notice that c;; is concave on [O, Yj>i +1q]} such that C%i—s-l = ¢;+1. Then by ap-

plication of Lemma 6.1 there is a a;41 € [0, Yj>i +2q]} with the property that

ciy1 (aix1+qiv1) — civ1 (@iy1) = Yir1- Then define T; 1 = [a;41,4;11 + qi11] - De-
fine for each i € N a function g; : [0,00) — R4 by

)Y ify <a,
8 (v) {y—l—qi if y > a;.

In addition define U; := Ty and for i € N\ {1} let U; C [0, (N)] be defined by

= (g20g30...04;) (T;). Then these sets Uj, Uy, ..., U, have the following
properties A(U; N U]) = 0ifi # j,and A(U;) = A(T;) = g; for alli € N. Assume
w.lo.g. that {U;}ien Constitutes a partition of [0,4(S)], and define the rationing
method (g, ) by r¢(q, t) fo Iy, (s)ds forallt € [0,4(S)],k € N. Then

e = /ch;( (t)dt:/gk(Tk) ¢ (£)dt = —/2%0 ACICE
p (S) (S)
SURG) <t>dt:/0“nuk<>( Rt = [ (k) (1) dnda,0),

Proof of Proposition 4.3 The combination of properties ADD, CR implies the
functional representation as in Theorem 4.1. Now suppose there is g € R} and
i,j € S with g; > g; but not r;(g,) > rj(q,-). Then by continuity there is an
interval U C [0,¢ (S)] such that r;(q,-) < rj(g,-) on U. Consider ¢ € C defined
by c = [J Iy(t) dtforally € Ry. Then p;(q,c) fO t)ydri(g,t) <

fo (t)dri(q, ) = 1 (g,c), which gives the desired contrachctlon. n
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Proof of Theorem 5.1
=" If u € MI(ADD, CR,CO) then by Theorem 4.5 1 = u" with consistent ra-
tioning method r. Since y is incremental, r must be piecewise linear.

'<’: Suppose r is a consistent and piecewise linear rationing method. Fix g € RY.
and take xg, x1,...,x, with0 = xp < ... < x, = ¢(S) and a1, ..., a; € A(S) such
that for any ¢ € {1,2,...,k} and t € [xz 1L,Xe], r(g,t) = Zh 1och(xh — Xp_1) +
ay(t — x¢_1). In particular y = p’ implies p(g,¢) = Y5_; as(c(x;) — c(xy)) for
all ¢ € C. First notice that by piecewise linearity the mappings t — r;(g,t) and
f 1y = ri(qs\(j),v) are both differentiable almost everywhere, for eachi € S\{j}.
Then consistency implies that for almost all t € [xy_1, x/]

() = Srila.) = £t —rilan)- Lt =)
= FUr@n)- Q- (@) = £E-ran) - als\ ).

Then f’ is constant on (x,—1 —7(q, x¢—1), X¢ —7j(q, X)), and equals («;); /a¢(S\{j})
whenever ay(S\{j}) > 0. Define %/, &, by

o= x-rilgx) =), (1—(ap)) (xp—xp-1), ©)
1<p<t
Xy if .
i, = { LG\ TN =0 (10)
0 else.
Then for all t € [%)_1, X/]
(-1
r(@s\1t) = Y &n(Fn — Tpe1) + Re(t — %) (11)
h=1

As a result p(qs\(j1,¢) = YK L &(c(%) — c(%y_q)) for all ¢ € C. Claim: there
isaset U € Qi R,j) such that pg (jy(9,¢) = p(qs\ yjy,cu). Define for each
¢ e{1,2,...,k} the convex function ¢y : [x;_1,xs] — Rby

cely) =int { [ (00t | T € Bl 3 AT =y}
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According to Lemma 6.3 (in the Appendix) there is for each ¢ an interval I, =
[te,te+ (a)j (xe — x0-1)] C [xp-1, %] such that e, (t, + (ar); (x¢ — x0-1)) —co(tr) =
(ag)jce (xp —xp—1). Asin Lemma 6.2 each interval I, corresponds to a set U, &

B([x,—1,x¢]) suchthat [;; ¢'(t)dt = (ap)jee((x0 — xp-1) = (a0)j (c(x() — c(x-1)),
and in particular U = U, U, E Q(u, R, j). By construction we have

cu(®r) —cu(Fp-1) = (1= (ar);) (e(xe) —c(xr-1)) -
Hence for alli € S\ {j},
k
i(qs\ ). cu) = ;(&ﬂ)i (cu(%e) — cu(Xe-1))

- ¥ 1f—f))] (1= () (o) — el 1)

() #1
— Z ¢0) —c(x-1))
4( 04/)]#1
k
_ (;(ag)i(c(Xg)—C(xf—l)) = pi(q,c).

Notice that the fourth equality is due to the fact that (a); = 1 implies (a/); = 0.
This proves the claim, and the theorem.

Proof of Theorem 5.2 Let u = p" and let 7 be the rationing method for fi. Take
g € R3,j € S, and assume without loss of generality that 4(S) > 0. For ev-
ery i € S\{j} there are h(i) € N,a' € A({i,j})"), % € RY h(i) determining
i(qgi ). 0) as an incremental mechanism. Then define for ¢/ = 1, k(D) I =
{t € [0,9(S)]|ri(g,t) +7i(g,t) € (%;_1,%)}, each being a closed interval by
monotonicity of r. Let {bg, by, ..., bp} be the set of endpoints of all the intervals
Il, such that 0 = by < by < ... < b, = ¢(S). Then for eachi € S\{j},¢ €
{1,2,...,p} denote £(i) € {1,2,...,h(i)} for the index with By := [by_1,b,] C
Ié(i)' For any t € [0,4(S)], by repeated application of CO,

ri(@t) = pi@.Te) = 1@y Uran+ri0.0)
= @i Trgnnan) = Filag. il t) +ri(q,1)).
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The mappings t — r;(g,t) are monotonic and therefore differentiable almost ev-
erywhere. Hence, for almost all t € By, ¢ € {1,2,...,p}, by application of the
chain rule, it holds that

d d _ _i a?"' ar'
g t) = 27ilagiyria,t) + 15, £)) = (&) (a—;(q, t) + a—t](q, t)) :

By rearranging terms, we obtain
(B )2 (0,8) = (8 kg, 1) for all € S\ (12)

We distinguish between two cases. Case (a): (&2(1.))]- = 0. Then (12) implies

drj/dt(q,t) = 0 for t € By, which means that r;(g, -) is constant on By. Case (b):

(5&2(1.))]' > 0. Then by (12), for all i # j,

(&Z(i))i 81’]-

or;
g, t) = —2——L(g,1). 13
5 (@:t) (&) 0 (a,t) (13)

Since Y ycs7¢(g,t) = titmusthold for almostall t € [0,4(S)] that} jcgdry/ot = 1.
Hence for almost all t € By, (13) yields

or; (@);)i
Tl =Y 4 4
ar (1) (z; @) !

This means that 7j(g, -) is linear on B,. Then as a result from (a) and (b) 7(q, -) is

-1

piecewise linear. By varying j over S, r(g, -) is fully determined and, in particular,
piecewise linear. Then y is uniquely determined, and a member of 9’ L

Proof of Theorem 5.3

Suppose p € MI(ICO), hence u € MI(CO). Consider g € R3. Then there
is k € N and for each ¢ € {1,2,...,k} a real number x;, € [0,4(S)] and vector
a; € A(S) such that u(g,c) = Y5_ ay {c(x;) —c(x,_1)}, forall ¢ € C. Consider
functions ¢, : Ry — R by cy(x) = eP* —1forall x > 0,p € N and define
Ry = (g,¢cp). Then ¢, is convex so that for each j € N there is a unique interval

I(p,j) = [ty t) +q;] € Q(u,Rp,j) for each p € N. Define ¢}, = (CP)I(p,j) for each
p € IN. Distinguish the following cases: (i) there is only one agent j with positive

(a)j, or (ax); = 1,and (ii) there are at least two agents i and j with (ay);, (ax); > 0.
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Case (i): Suppose that x; — x;_1 < g;. Then té, < x_1 forall p € N and for large p
it hqlds ui(g,cp) > (ag); {ep(xx) —cp(xp—1) } = cp(ag) — cp(ax—1) > cp(t;, +4q;) —
cp(t)). But this means that I(p,j) ¢ Q(u, Ry, j) for large p, contradiction. Hence
it must be that x; — xx_1 = q;. Then (a;); = 0 for all £ # k.

Case (ii): Suppose that there is a subsequence {t;l(p)}PGN of {t}}pen such that
t;l () < %x_1 for all p € IN. Since y is interval consistent we have for each p € IN
that pg\ (1 (q,¢p) = u(gs\ ¢y c]p) Following the proof of Theorem 5.1 it must hold
forallp € N,i € S\ {j},

k :
X {ep) = epve-)} = {eh(%) —ch(F1) | = 0.

By distinguishing the powers in this sum we must have

Tim ()i {cp(xe) — cp(xe—1) } — ()i {C%(fk) - C]p(fkfl)} =0. (14

For all p we have

Chipy () = iy (Fam1) = Cngpy (T + 1) — i) (Te1) — 1i(q, Cng))-

Then use the expression for y;(q, ¢, ) to see that (14) is equivalent with
Tim (0); { ) (x0) = ) (e61) | +

= ()i { engp) (06) = cnpy (xk1 — 5+ (@6) = 26-1)) = (@) (e (35) = e (x61)) | = 0.

Since (ax); — (&)i(1 — (a;),) = 0, the terms with the highest argument x; vanish,
so we get

im —(ak)icp(p) (xk—1) — (k) {—Ch(p)(xkq —q; + (ax)j(xk — xk-1)) + (“k)jch(p)(xkfl)} =0.

p*)OO

Since (ax); > 0 it must hold that (ay);(xx — x;_1) = g;. By interchanging the role
of i and j we see that also (ay);(xx — xx_1) = g;. In particular for any agent t with
(ag): > 0 it holds that (ay)¢(xx — xx_1) = g+ and therefore

X — Xp—1 = Z ([Xk)j(xk —Xp-1) = Z jr

jGS,’(ak)j>0 jES,’(ak)]‘>O
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hence for each i with («y); > 0 it holds that

10.

11.

12.

13.

14.

15.
16.

17.

(ag); = T and (ay); = 0 forall £ # k.
2jeS;(a)>0 9 n
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