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is assumed that players create a network in each period. Thus there are
many types of possible behaviors for a given player, which depend on the
opponents’ behavior. Networks may be entirely



total order relationship, the smaller network being formed in the last stage.
In particular, there exist RNE in which sequences of contracting networks





tween i and j. By convention, if i and j are not connected, li;j(g) = 1. Let
Li(g) = maxj 6=





De�nition 2 Alinkij2g(a)is super�uousforplayeriinnetworkg(a)if
�i(ai(j

� ); a�i) > �i(a). Thisinequality is satis�edintwocases:

1. Ni(g(a)�ij)= Ni(g(a)),i.e.linkijbelongs to a cycle;

2. nj(g(a))= fig, i.e.playeriisj’s singleneighbor.Incase1,theremovalofijdoesnotalterplayeri’sconnection set.
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He also plays bi in period T against the punishment a�i;0 since

bi = arg max
ai2fbi;a
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�

i g
�c

X

j 6=i

aij:

In words, player i’s machine has not enough states to
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an (n�1)-player line of extermities i and j and an isolated
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previousperiodsbutthisresultimpliesthatthesenetworksmustcontainthelast
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for any i 2 I and for any t � T , �i(a
T ) � �i(a

t
i; a

T
�i). This implies once

again that there is no period t < T such that player i bene�ts from using the
automaton constructed in the proof of lemma 1.

Secondly,�





worst payo� is better than in any other network. Therefore, the condition on
the number of players that prevents deviations is smaller if g(l) forms from
period 2 than if any other network forms.

However, by lemma 1, g(l0) and g(l00) cannot form within







player in the center of the star obtains less than the minmax payo�. This
shows that a static e�cient network is not always sustained as a RNN. The
e�ciency of strategy





Proof. Suppose 2n�1 � 1 � T . We construct a sequence of cost-e�cient
action pro�les (a1; : : : ; aT ) that induce T trees and such that for any two
periods t and t0, n a)asequence �







Pareto-e�ciency
((



is connected to at least 4 players. Thus, his payo� is larger than that of a
isolated player. Therefore all players obtain a larger payo�, which implies
that p cannot be Pareto-e�cient.t.
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