GAME THEORY AND DISCRETE OPTIMAL TRANSPORT
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ABSTRACT. We propose a new dynamic framework for finite player discrete strategy
games. By utilizing tools from optimal transportation theory, we derive Fokker-Planck
equations (FPEs) on finite graphs. Furthermore, we introduce an associated Best-Reply
Markov process that models players’ myopicity, greedy and uncertainty when making
decisions. The model gives rise to a method to rank/select equilibria for both potential
and non-potential games.

1. INTRODUCTION

Game theory plays a vital role in economics, biology, social network, etc. [10, 21, 24,
25, 22]. It involves models of conflict and cooperation between rational decision makers.
Each player in a game optimizes his/her own objective function. Nash equilibrium (NE)
is related to describe a status that no player is willing to change his/her strategy unilater-
ally. For any given game, a fundamental question is that if there are multiple pure Nash
equilibria, how can one select/rank them? This problem has been studied previously using
various approaches. For example, in [11, 12], NEs were selected by refinements of equi-
librium concepts, namely payoff dominance or risk dominance principle. These deductive
principles assume players have consistent beliefs with the equilibria. Another class of ap-
proaches use evolutionary dynamics to study the equilibrium by assuming that the game
is played by a large population. The players in the population are matched to play the
finite game and update their strategy according to different rules. Such dynamics include
Replicator dynamics, Logit dynamics, and Best-response dynamics [2, 14, 18].

The aim of this paper is to propose a dynamic model utilizing optimal transport theory
[1, 28], which also gives rise to a natural order on pure Nash equilibria [16]. The proposed
dynamics assumes that at each time of playing, players “simulate” playing the game infinite
many times in their mind and the collective behavior, i.e. the distribution of such infinite
plays is known to the players. This is similar to fictitious play [3, 20], with distinctive
features that (i) the strategy at each time of playing in our dynamics is not stationary
(ii) the distributions the players best responds to are different between the dynamics and
fictitious play. Following the core theory of optimal transport, the proposed system has
pure Nash equilibria as stationary points and incorporates randomness, which models
players’ uncertainty during the decision-making process. In short, players are modeled to
make decisions according to a stochastic process. This idea is similar to the Best-Reply
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dynamics introduced in [7]. There the strategy sets are continuous and players change their
pure strategies locally and simultaneously in a continuous fashion according to the direction
that minimizes their own cost function most rapidly. Randomness is also introduced in the
form of white noise perturbation. The resulting Best-Reply dynamics becomes a stochastic
differential equation (SDE), whose probability density function evolves according to the
Fokker-Planck equation (FPE). However, this theory can’t be parallelly applied to our
problem, in which the strategy sets are discrete. This is mainly due to the fact that the
discrete strategy sets are no longer a length space (a space that one can define length of
curves). This difference comes into play when one wants to define white noise on a discrete
set, more specifically, a Markov process.

We overcome the obstacles using the theory recently developed in [4, 5|, known as
discrete optimal transport. Similar ideas have been studied in [8, 17]. More specifically,
FPE can be regarded as either the time evolution of probability density function of a
stochastic process, or the gradient flow of the free energy in probability space. In the
context of games, the free energy is the average of cost plus an entropy term, which
represents the amount of risk taken by the players. We sketch the process for N-player
potential games, i.e. all players share the same cost function ¢: S — R, named potential.
Let S = 51 x -+ x Sy be the strategy set where S; is the finite discrete strategy set
of player i. In discrete settings, although one can’t define a gradient stochastic process
directly, the probability space on S and the discrete version of the free energy are well
defined. This allows us to derive the gradient flow by the following ODE

dp(t, z)

—ar = > ptw)e) — o) + Bllog p(t,y) — log plt, 2)))+
yeN (z)
(1)
— > plt)[b(x) — d(y) + Blog p(t, ) —log p(t, y))]4
yeN (z)

where p(t,x) is the probability at time ¢ with strategy = € S, []+ = max{:,0}, and
y € N(z) if y can be achieved by players changing their strategies from z. We call (1)
the FPE of a game and the nonlinear log term in (1) the log-Laplacian, which is different
from the graph Laplacian. The derivation of log-Laplacian is through discrete entropy
[4, 26], which is known to measure uncertainties of a system in information theory. As an
analogy of continuous space that entropy introduces a white noise, the log-Laplacian is to
represent discrete “white noise” perturbation.

FPE (1) can be extended to non-potential games, in which the resulting ODE is a
non-gradient system:

dp(t,z) _
FT SN ot ui(y) — wilz) + Blog p(t,y) — log p(t, x))]+
i=1 yeN;(x)
N (2)
=3 > ot @)uix) — uily) + Bllog plt, x) —log p(t, y))]+ -
=1 yeN;(x)

Here u;: S — R is the cost function for player i, and N;(x) is the strategy neighborhood
of player i. See details in 3.3.
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From FPE (1) or (2), we obtain its corresponding Markov process through Kolomogrov
forward equation. The process is the dynamics governing the players’ decisions. Intuitively,
the Markov process models the behaviors of game players that are more realistic. Namely,
players are myopic, greed and sometimes irrational or more risk-taking. In addition, it is
shown that the limit distribution of FPE (1) or (2) has support on pure NEs. Therefore
the aforementioned model can be naturally employed for selecting NEs, roughly speaking,
by comparing the value of the limit probability distribution at each NE. This ranking
strategy shares many similarities to Morse decomposition and Conley-Markov Matrix in
[16].

Our paper is organized in the following order. In section 2, we give a brief introduction
to Best Reply dynamics and optimal transport theory in continuous spaces; In section 3,
we derive FPEs by optimal transport theory for discrete strategy games. In section 4,
we derive the Best-Reply Markov process. The connection of our model and statistical
physics is also discussed. In section 5, we illustrate several examples of new dynamics (2)
for some well-known games.

2. REVIEWS ON CONTINUOUS STRATEGY GAME

In this section, we briefly review Best-Reply dynamics and its connection with optimal
transportation theory, see details in [7, 28].

2.1. Best Reply dynamics. Consider a game consisting N players ¢ € {1,--- , N}. Each
player ¢ chooses a strategy x; from a Borel strategy set 5;, e.g. S5; = R™. Denote
S =51 x---x Sy. Let  be the vector of all players’ decision variables:

x=(x1, - ,zN) = (zj,z_y) €S, foranyi=1,--- N,
where we use the notation
i ={T1, ", Ti-1,Tit1, TN} -
Each player i has his/her own cost function u; : S — R, where u;(z) is a globally Lipchitz
continuous function with respect to x. The objective of each player i is to minimize his/her
cost function
minv uz(wl) = ui(mi,xﬂ-) .
z, ER™
Definition 1. A strategy profile x* = (a7, -+ ,x%) is a Nash equilibrium (NE) if no player
is willing to change his/her current strategy unilaterally

wi(xy, x;) <wi(xg,z*,) foranyxz; €8;,i=1,--- N . (3)

It is natural to consider stochastic processes to describe players’ decisions-making pro-
cesses in a game. For each player ¢, instead of finding x} satisfying (3) directly, he or she
plays the game according to a stochastic process x;(t), ¢t € [0,+00). Here t is an artificial
time variable, at which player i selects his/her decision based on the current strategies
of all other players z;(t),t € {1,---,N}. It is important to note that all players make
their decisions simultaneously and without knowing others’ decisions. Each player selects
his/her strategy that decreases the player’s own cost most rapidly. In other words,

d$i = —Vmiui(fci,w,i)dt .
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To model the uncertainties of decision making, an N-dimensional independent white noise
is added

dr; = =Vg,ui(zi, x_;)dt + ethi ,
where € controls the magnitude of the noise. Putting all players’ process together z(t) =
(z;(t))X, and denoting f(z) = (Vziui(xi,x_i))i]il, one gets

x = —f(x)dt + edW; . (4)

SDE (4) is called the Best-reply dynamics and x(t) the Best-Reply decision process. Ob-
serve that if a Nash equilibrium exists, it is also the equilibrium of (4) with € = 0. It is
known that the transition density function p(t,z) of the stochastic process x(t) satisfies
the FPE
op(t,x €

ML) G (ot ) f(a) + Bp(t.x) . where 5= (5)
In the case that the game is a potential game, i.e. there exists a C'! potential function
¢ : RN = R, such that f(z) = Vé(x). The Best-Reply SDE (4) becomes

dx = =Vo(z)dt + edWy (6)

which is a perturbed gradient flow, whose transition equation, FPE, forms

Ip(t, x)
ot

= V- (p(t,2)Vo(x)) + BAp(t, x) . (7)

2.2. Optimal transport. Equation (7) connects with the Optimal transport theory, and
has a gradient flow interpretation in geometry. We explain it by quoting a sentence in

Villani’s book [28]:
The density of gradient flow (FPE) is a gradient flow in density spaces.

To view this connection, we briefly review optimal transport theory. The theory introduce
a distance, known as the Wasserstein metric, on the probability density space, through
which the probability set P(R?) forms an infinite dimensional Riemannian manifold. On
this manifold, FPE (7) is a gradient flow of an informational functional, known as free
energy in statical physics:

[ o dm+ﬁ/ ) log pla)dz . (8)

Many properties of statistlcal physics, such as entropy dissipation [5] and Fisher informa-
tion [9], can be understood from this gradient flow interpretations.

Besides above connections, the stationary distribution of (7), or the invariant measure
of (4) is the Gibbs measure given by

1 _¢@ é(z)

p*(x) = —=e # , where K = e fdr.
K R®
It’s easily seen that the Gibbs measure introduces an order of Nash equilibria in terms of
the potential ¢(x). In other words, given two Nash equilibria, the one with larger density
value will be considered more stable. One can extend this ranking to general Best-Reply
dynamics, see recently studies in Morse decomposition and Conley-Markov matrix [16].
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Here our goal is to use the above ideas to build dynamics and to rank Nash equilibria in
a discrete setting. However, the above derivation highly depends on the structure of the
strategy space S. The most general space on which one can extend the derivations is the
so called length space, which unfortunately excludes the discrete space we are interested
in.

3. FOKKER-PLANCK EQUATIONS OF DISCRETE STRATEGY (GAMES

In this section, we introduce an optimal transport distance for discrete strategy games.
Based on such a distance, we derive FPE for modeling players’ behaviors.

3.1. Optimal transport distance for normal-form games. We first review some
facts and notations in game theory [21]. Consider a game with N players. Each player
i€ {l,---,N} chooses a strategy x; in a discrete strategy set

Si={1,---, M;}
where M; is an integer. Denote the joint strategy set
S =51 x---x Sn.
Similar to continuous games, each player ¢ has a cost function u; : S — R,
wi(z) = wi(z;, x_;).

If there are only two players (N = 2), it is customary to write the cost function in a
bi-matrix form (A4, BT) with A = (u1(4,7)) sy <, BT = (u2(i, 7)) a0, where (i,5) €
S1 x S3. This form of representation is called normal form.

Example 1. Two members of a criminal gang are arrested and imprisoned. Fach prisoner
s given the opportunity either to defect the other by testifying that the other committed
the crime, or to cooperate with the other by remaining sitlent. Their cost matrix is given

by
player 2 C' player 2 D
player 1 C (1, 1) (3, 0)
player 1 D (0, 3) (2, 2)

In this case, the strategy set is S = {C, D}, where C represents “Cooperate” and D repre-
sents “Defect”. The cost function can be represented as (A, BT), where

(13 r (10
a=(o2) =3 9)

In this example, it is easy to verify that (D, D) is the NE of game.

For a given finite-player game, we construct a corresponding strategy graph as follows.
For each strategy set S;, construct a graph G; = (S;, E;). Two strategies x and y are
connected if player ¢ can switch strategy from z to y. If the player is free to switch
between any two strategies, it makes G; a complete graph. Let G = (S, E) = G10---OGy
be the Cartesian product of all the strategy graphs. In other words, S = 51 x --- x Sy
and z = (21, -+ ,xy) € S and y = (y1, - ,yn) € S are connected if their components
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are different at only one index and these different components are connected in their
component graph. For any x = (z1,--- ,zn) € S, denote its neighborhood to be N (x)

N(z) ={y € S| edge(z,y) € E} ,
and directional neighborhood to be
Ni(z) = {(z1, -+ 21,9, Tiv1, - ,2N) | y € Si, edge(zi, y) € By},
fori=1,---, N. Notice that

N
N(z) = | Nile) .
i=1

Example 2. Consider a two player Prisoner-Dilemma game, where S = So = {C, D}.
The strategy graph is the following.

We now introduce an optimal transport distance on the probability space of the strategy

graph. The probability space (i.e. a simplex) on all strategies is given by:
P(S) = {(p(@))acs RS Sp(@) =1, p@)=0, foranyze S},
zes

where p(z) is the probability at each vertex z, and |S| is total number of strategies. Denote
the interior of P(S) by P,(5).

Given any function ®: S — R on strategy set S, define V&: S x S — R as
(z) —®(y) if (z,y) € E;
0 otherwise.

Let m: S x S — R be a anti-symmetric flux function such that m(z,y) = —m(y,z). The
divergence of m, denoted as div(m): S — RISl is defined by

divim)(z) = — 3 m(x.y) .
yeN (z)
For the purpose of defining our distance function, we will use a particular flux function
m(z,y) = pVe := g(z,y,p)Ve(z,y),
where g(x,y, p) represents the discrete probability (weight) on edge(x,y) and satisfies
9(@,y,p) = 9(y,z,p) . min{p(z), p(y)} < g(z,y, p) < max{p(x), p(y)} - (9)

A particular choice of g(x,y, p) is of up-wind scheme type, whose explicit formulation will
be given shortly.
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We can now define the discrete inner product on P,(.5):
1
(z,y)eE
which induces the following distance on P,(S).

Definition 2. Given two discrete probability function p°, p' € P,(S), consider the metric
function W:

1
. d .
W(p", p*)* = mf{/o (VO,V®),dt : ?i +div(pV®) =0, p(0) = p°, p(1) =p'} .

(Po(S),W) is a well defined finite dimensional Riemannian manifold [4, 17], which
enables us to define the gradient flow (FPE) in P, ().

3.2. FPEs for potential games. We first derive the FPE for discrete potential games.
Here a potential game means that, there exists a potential function ¢ : S — R, such that

o(x) — o(y) = ui(z) —ui(y) , foranyz,ye S;iandi=1,--- N .
As in the continuous case [28], our objective functional in P(S) is
> o(@)p(z) + B p(x)log p(
z€S zeS

where the first term is average of potential and the second one is the linear entropy
modeling risk-taking.

Using this objective functional, we construct the metric W with a upwind type g(zx,y, p)
satisfying (9):

p() if ¢(x) + Blogp(z) > ¢(y) + Blog p(y);
9(z,y,p) = r(y) if ¢(z) + Blog p(x) < é(y) + Blog p(y);
e if () + Blog p(x) = d(y) + Blog p(y).

Theorem 3 (Gradient flow). Given a potential game with strategy graph G = (S, E),
potential ¢(x) and constant B > 0.

(i) The gradient flow of

D d(x)px) + 8 pz)log p(x

z€8 z€S
on the metric space (Py(S), W) is the FPE
d
p(;];x) - Z p(t,y)[o(y) — d(x) + B(log p(t,y) — log p(t, x))]+
yeN (z)

— > ot x)[b(x) — d(y) + Bllog p(t, ) —log p(t,y))] +
yeN (z)
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(ii) For B > 0, Gibbs measure

1 _o@ _9()
p(x) = e 7 where K = E e 5, (11)
z€S

is the unique stationary measure of ODE (10).
(iii) For any given initial condition p° € P,(S), there exists a unique solution p(t) :
[0,00) = Py(S) to equation (10).

The proof follows [4, 5], so omitted here.

3.3. FPE for general game. For general games, as in the continuous case, the FPE
can’t be interpreted as gradient flows for some functional on some probability space. To
establish FPEs for discrete settings, we observe that in (10), if the underlying graph
corresponds to the Cartesian grid partition, (10) is exactly the numerical discretization of
the continuous FPE using upwind scheme, see [6]. This motivates us to define the discrete
Fokker-Planck equation.

Definition 4. For a general game with strategy graph G = (S, E) with cost functionals
u;(x) foriel,--- N, define its FPE to be

dp(t,z)
23D wily) - wil@) + Bllog plt, ) — log plt, @) (t, )
i=1 yeN; ()
N (12)
33 (uile) — wily) + Bllog p(t, x) — log plt y)] 4 p(t, x) -
i=1 yeN; ()

Notice that UY | N;(x) = N(z). So when the general game is a potential game, the
above FPE coincides with (10).

Our main result for general games is the following theorem.

Theorem 5 (General flow). Given a N-player game with strategy graph G = (S, E), cost
functional u;, i =1,--- , N and a constant 5 > 0.

(i) For all B > 0 and any initial condition p(0) € Po(S), there exists a unique solution
(1) : [0,00) = Po()

of (12).
(ii) Given any initial condition po(t), denote p?(t) the solutions of (12) with varying
B’s. Then for any fized time T € (0,400)

lim pﬂ(t) = po(t)a t €[0,T].
B—0
(iii) Assume there are k distinct pure Nash equilibria x',--- 2% € S. Let p*(z) be a
measure such that
Support of p*(z)  {al, -+ 2"} |
then p*(x) is the stationary solution of (12) with 8 = 0.
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Proof. (i) is a slight modification of results in [6]. (ii) Let’s denote ODE (12) for 8 > 0 as
a matrix form

8
P — Q)

We observe that if 8 = 0, Q(p,5) = @ is a constant matrix. By the similar reason in
proving Theorem 3, we know that for any initial condition p°, there exists a compact set
B(p°) € P,(S), such that p?(t) € B(p") for any 3. Hence there exists a constant M > 0,
such that

1(Q(p. B) — Q)" (1) < MB,

where || - || is the 2-norm. In other words, the difference of the ODE (12)’s solution at
B>0and g =0is

d(p°(t) — p°(t))
dt

=Q(p”,8)p"” — Qp°
=Q(p” = ") + Q. 8) - Q)" .
Hence

dllp”(t) — p°(t)||

7 <[1Q(”(t) = PN + Q" B) — Q)F”|

<[IQIIIp” = p°ll + BM .

By Gronwall’s inequality, for ¢ € [0, 7], we have

107 ()) = ()] < BMENIT
which finishes the proof.
We now prove (iii). Denote & = {z',--- ,2*}, then Support of p*(z) C & implies

o) {o if v ¢ &; (13)

>0 ifzek.

Since z € £ is a NE, u;(y) > u;(z) when y € N;(z), for any i = 1,--- ,d. For z € £, we
substitute p*(z) into the R.H.S. (12), which forms

N N
DY i) —w@) o W) =D D i) — wiy)]y ot (x)
i=1 yeN (o) i=1 yeNi (o)
N
=3 [wi(y) — wi(@)]p*(y) = O
i=1 yeN;(z)

where the last equality is from the following facts in two cases. (i) If y & &, p*(y) = 0
from (13). (ii) if y € &, ui(y) > u;(x), then u;(y) — ui(xr) = 0. Similarly, we can show the
case when z ¢ £. O
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3.4. Natural Order of Nash equilibria. FPE gives the stationary distributions (equi-
librium) for the dynamics [16]. It allows us to rank different equilibria by comparing the
probabilities.

For potential games, the stationary distribution is the Gibbs measure, which provides

the same ranking as that given by simply comparing potentials. Denote z!,--- , 2% € S as
distinct NEs. A natural order is as follows:

et <a?o<ab it prat) <--- < pf(ah) . (14)
Here = < y is to say that the strategy y is better(more stable) than strategy x. The above
definition is equivalent to look at ¢(z') > --- > ¢(z¥), since p*(z) = %6_¥.

For non-potential games, although there is no potentials, the stationary solution of FPE
p*(t) still provides a way of ranking equilibria.

Definition 6 (Natural order of NE). Assume
p*(x) = lim lim p(t, )

B—0t—00
exits, where p(t,x) is the solution of (12) with any initial measure p° € Py(S). We define
the order of NE by

1 2

wh<a?<ah if prah) < <ptEh) (15)

We will give several examples to illustrate (15) in Section 5.

4. BEST-REPLY MARKOV PROCESS

For continuous games, the FPE can be regarded as the evolution of the density func-
tion of the stochastic differential equations (6). In this section, we introduce the similar
notion to discrete games, which are Markov processes. By doing so, we demonstrate the
appropriate way to add white noise to a Markov process.

We start with a N-player potential game with strategy graph G = (S, F') and potential
¢. Consider the following time homogenous Markov process X (t) on the set S whose
transition probability is

Pr(X(t+h)=y | X(t) =x)

(¢(x) — &(y))+h + o(h) if y € N(2);
=91=> en@ (@) — oY) +h+o(h) ify=uz;
0 otherwise,

where limy,_, @ = 0. Denote p(t,z) = Pr(X(t) = x) the transition probability function.
Then the time evolution of p(t,x) is given by forward Kolmogorov equation:

dp(;x) = > [by) —o@)ply) — D o) — d(w)]4pl) . (16)

yeEN (z) yeN (z)

Equation (16) can be seen as the discrete version of the FPE (7) with ¢ = 0 and the
Markov process X (t) is the discrete version of the pure gradient flows (6) with e = 0. To
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introduce white noise into the Markov process, by comparing (16) and (10), one can see
that if we replace the potential ¢ with the noisy cost functional

¢(z) = ¢(x) + Blogp(z) , z €S,

we will arrive exactly at FPE (10). In other words, we define our gradient Markov process
Xp(t) € S to be

Pr(Xps(t+h) =y | Xs(t) =)

(8(x) — 6(w))+h + olh) if y € N(a):
=91=> en@ (@) = d(y))+h +o(h) ify=uz;
0 otherwise.

The same reasoning can be applied to non-potential games. Namely, with the noise cost
functional

ui(z) = ui(z) + Blog p(x) .
the Best-Reply Markov process Xg(t) for a non-potential game

Pr(Xs(t +h) = y | X5(t) = )

SN (aily) — @i(2))+h + o(h) if y € N(2); (17)
= 1= Y e (@i (y) — (@) h+ o(h) if y = a3
0 otherwise.

The time evolution p(t) = (p(t,x))zes of Markov process Xg(t) is exactly FPE (5).

The process Xg(t) describes players’ behaviors with the following distinctive features.
The Markovian property of Xg(t) reflects players’ myopicity when making decisions. In
other words, players make their decisions based solely on the most recent information. The
noisy cost functional reflects players’ irrational behaviors (This may be because the player

is a risk-taker). The decision making is local in our model, meaning players only need
p(t.z)
i o i p(ty)
strategy, to make the next selection. Lastly, it is easily seen that players select next

strategy that decrease their collective cost functionals with largest probability. This is to
say players are greedy during the decision-making process.

local information, including the cost and relative popularity log for the neighboring

It’s worth mentioning that the decision process depends on the distribution p, which
can be interpreted as the collective behavior of infinitely many copies of players playing
simultaneously or the game being played by the player repeatedly for infinitely many times.
In other words, the proposed model assumes that each player has additional information
that stems from repeatedly playing the exact same game. In addition, since p evolves
through time, the update rule of our dynamics is not stationary, contrary to fictitious

play.

4.1. Connection with statistical physics. In this section, we illustrate the connection
between our Markov process and statistics physics by the discrete H theory [9]. We

will mainly focus on potential games. We borrow two “discrete” physical functionals to
_ o)
measure the closeness between two discrete measures, p and p>(z) = %e B,
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One is the discrete relative entropy (H)

H(plp™) = pla) og 22

= 8 oo ()

The other is the discrete relative Fisher information (I)

oy o P& W) o
Z(plp™) := (x%‘éE(l B e a] ~ 108 sy 2P

The H theory states that for a physical phenomenon (meaning model), the relative
entropy decreases along the particle’s motion (player’s decision process). The following
theorem can be viewed as discrete H theorem for finite player games.

Theorem 7 (Discrete H theorem). Suppose p(t) is the transition probability of Xg(t) in
potential games. Then the relative entropy decrease

EH0)|) <0

And the dissipation of relative entropy is B times relative Fisher information

LA (0)]5™) = ~T(p(1)|5) (18)

Proof. Since Z(p|p>) > 0 and equality is achieved if and only if p = p™, we only need to

_o(z)
prove (18). Substituting p>°(x) = %e # into the relative entropy, we observe

p(w)
H(plp™) =D pla 8 )

T€S
= plx)logp(z) = Y p(x)log p™ ()
€S zeS
= plx)log p(x BZP (x) +log K Y _ p(x)
acES z€eS €S
BZp ) log p(z —l—Zp )) + log K .
zE€S z€S

From the explicit formulation of FPE (10), we have
d OO
A0l —Mt{ﬁZptw log p(t, ) + > p(t, 2)(t, )}

zeS zeS

_ 1 > (¢(x) + Blog p(t,x) — p(y) — Blog p(t,y))3 p(t, 7)

B (z,y)€EE

1 9 p(t, ) p(t,y) 2
=-=-6 3 -1

b ’ (ny)eE( * p>(x) o8 p>=(y) Jiplh:)

=—B-Z(p®)[p>) <0,
which finishes the proof. O
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Besides the discrete H theorem, there is a deep connection between FPE (10) and
statistical physics from the mathematical viewpoint. This connection is known as entropy
dissipation, i.e. the relative entropy decreases to zero exponentially. We show similar
results for the proposed model.

Theorem 8 (Entropy dissipation). Given a potential game with 3 > 0, p° € Py(S), there
exists a constant C = C(p°,G) > 0 such that

H(p(t)]p™) < e H(p™) . (19)

The proof of Theorem 8 is presented in [5].

It is worth mentioning that the dissipation rate C' in (19) connects to many interesting
concepts related to geometry on finite graphs. See Ricci curvature’s lower bound [8, 28]
and Yano’s formula reported in [5].

5. EXAMPLES

We give several examples to illustrate the model.

Ezample 1: Consider a two-player Prisoner Dilemma (A, BT) game with cost matrix

1 3
ime (1),

Here the strategy set is S = {(C,C),(C,D),(D,C),(D,D)}. This particular game is a
potential game, with

o(z) = —(u1(z) + u2(z)), wherez e S .
The strategy graph is G = KoOKo.

To simplify notation, we denote the transition probability function as

p(t) = (pcc(t), pen(t), ppc(t), pop ()T,
which satisfies FPE (2). By numerically solving (2) for

¢ lim &
pr = lim lim p(t)

we find a unique invariant measure p* for any initial condition p(0), which is demonstrated
in Figure 1.
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€0 (D) (0,0) (D, D)

FIGURE 1. The invariant measure p* for Prisoner Dilemma.

Indeed, we know that p* is a Gibbs measure and (D, D) is the unique Nash equilibrium.
Example 2: Consider an asymmetric game (A, BT), i.e. A # B. This means players’ cost
12 and B = (1 3). This game is not a

2 1 2 1
potential game. Again the strategy graph is G = KoOKos.

@

p* = lim lim p(t) ,

B—0t—00

depend on their own identity. Let A =

By solving (2) for

we obtain a unique p* for any initial condition p(0), which is shown in Figure 2.

05
04
03
02
01
° (©C) (0,0)

FIGURE 2. The invariant measure p* for asymmetric game.

(.0) (0,D)
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As we can see, p* only supports at (C,C) and (D, D), both of which are Nash equilibria
of the game. Moreover, pf - is larger than pJ,,, which implies that (C, C) is more “stable”
than (D, D). This is intuitive because player 2 is more willing to change his/her status
from (C, D) to (C,C) than player 1 to move the status (D,C) to (D, D), since player
2’s cost changes more rapidly than the one of player 1: uy(C, D) — u2(C,C) =2 > 1 =
Ul(D, C) - ul(D, D)

Ezample 3: Consider a Rock-Scissors-Paper game (A, BT) with the strategy sets S; =
Sy = {r,s,p} and the cost matrix

The strategy graph is G = K3OK3:

G

Again, we obtain a unique invariant p* for any initial condition p(0) in Figure 3.

) 9 ) 0 (s P G) B9 (PR

FI1GURE 3. The invariant measure p* for Rock-Scissors-Paper.
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From the figure, we find that the invariant measure p* is a uniform measure. We con-
clude that, although each player chooses his/her own strategy depending on each others,
at the final time, they will arrive at a state that players select strategies uniformly and
independently.

Ezample 4. We consider the same Rock-Scissors-Paper game with constraints, in order to
illustrate the effect of the structure of the strategy graph on stationary joint probability
p*. Here the constraint is that player 1 is not allowed to play Scissors following Rock and
vice versa. There is no restriction on player 2. The corresponding strategy graph S is in
Figure 4 while the strategy graph Sy is a complete graph. We consider S1055 for FPE
(2) and solve for the invariant measure p*.

O—O

FIGURE 4. Player 1’s strategy graph

(rn  (ns) (p) (s (s8) (sp) (PN (PS) (P.P)

FIGURE 5. The invariant measure p* for Rock-Scissors-Paper with constraints

From Figure 5, we observe several properties that accord with modeling intuitions.
Firstly, player 1 is at disadvantage to player 2, since the chance of player 1 winning is less
than that of player 2,

Pl + Pip) & Pl = 02228 < 04329 = )+ iy + ) -

Secondly, we see that player 1 and 2’s probabilities are not independent, meaning that they
make decisions depending on each others’ choices. Thirdly, from player 1’s perspective,
by assuming player 2 selected strategies uniformly, player 1 would choose Paper more
frequently than Rock and Scissors due to the constraint. Thus in turn by taking advantage
of this information, player 2 would have selected Paper (0 cost) or Scissors (-1 cost). This
is reflected by Figure 5 that the top three states with highest probabilities are (r,p), (s, s)

and (p,p).
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6. CONCLUSION

We summary all features of the proposed dynamic framework: First, the model incor-
porates players myopicity, uncertainty and greedy when making decisions; Second, the
model works for both potential and non-potential games. For potential games, the rank-
ing of Nash equilibria given by the limit distribution coincides with the ranking given by
the potential; For non-potential games, this ranking relates to the Morse decomposition
and Conley-Markov matrix proposed in [16]; Last but not least, the FPE converges to
Gibbs measure for potential games. The convergence is exponentially fast, whose rate is
controlled by the relation between discrete entropy and Fisher information [5, 9].
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