American Journal of Operations Research, 2015, 5, 288-292 09:9 Scientific
Published Online July 2015 in SciRes. http://www.scirp.org/journal/ajor "tg’ Eﬁzﬁgﬁng
http://dx.doi.org/10.4236/ajor.2015.54022 ¢

On the Gas Routing via Game Theory

Irinel Dragan

University of Texas, Mathematics, Arlington, TX, USA
Email: dragan@uta.edu

Received 21 May 2015; accepted 11 July 2015; published 14 July 2015

Copyright © 2015 by author and Scientific Research Publishing Inc.
This work is licensed under the Creative Commons Attribution International License (CC BY).
http://creativecommons.org/licenses/by/4.0/

Abstract

The delivery of the natural gas obtained by drilling, fracking and sending the product to consum-
ers is done usually in two phases: in the first phase, the gas is collected from all wells spread on a
large area, and belonging to several companies, and is sent to a depot owned by the city; then, in
the second phase, another company is taking the gas on a network of ducts belonging to the city,
along the streets to the neighborhoods and the individual consumers. The first phase is managed
by the gas producing companies on the ducts owned by each company, possibly also on some pub-
lic ducts. In this paper, we discuss only this first phase, to show why the benefits of these compa-
nies depend on the cooperation of the producers, and further, how a fair allocation of the total gas
obtained, to the drilling companies, is computed. Following the model of flow games, we generate
a cooperative transferable utilities game, as shown in the first section, and in this game any effi-
cient value gives an allocation of benefits to the owners of ducts in the total network. However, it
may well happen that the chosen value is not coalitional rational, in the game, that is, it does not
belong to the Core of the game. By using the results obtained in an earlier work of the author,
sketched in the second section, we show in the last section how the same allocation may be asso-
ciated to a new game, which has the corresponding value a coalitional rational value. An example
of a three person flow game shows the game generation, as well as the procedure to be used for
obtaining the new game in which the same value, a Shapley Value, will give a coalitional rational
allocation.
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1. The Flow Game, a Model for Gas Routing

The flow games have been introduced by E. Kalai and E. Zemel (1982), in [1], as a class of cooperative trans-
ferable utilities games generated on a graph by means of a max-flow-min-cut algorithm. We use this model to
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show how this may be used for gas routing, in case that the gas extracted by several companies is sent to a
common depot, while the distribution is done by a public company. An example with three companies and a
graph of individual ducts belonging to each company would help in the understanding of any similar situation.
Example 1. Consider the case of a city which has wells belonging to three companies, K, K, K3, at the nodes
A, B, C, of a graph, respectively. The companies are able to extract natural gas as follows: company K, 11 tones
at A; company K, 13 tones at B; and company K, 9 tones at C. The set of nodes in the graph is
N = {S, A B,C,D,E, F,G,T} ; where S is an auxiliary common source, T is an auxiliary common sink, and the
arcs are belonging to the companies as follows: A ={[B,F],[C,E],[E,G]}, A, ={[A,E],[C,F],[F,G]},
A = {[A D].[B. D],[D,G]} , with capacities shown in the matrix below. There is also a public duct, belonging
to the city, connecting the node G to the depot node T, from which a distribution company is allocating the deli-
veries to customers throughout the city, on a public network. Let this arc be [G, T], with the capacity 25. We
added an auxiliary node S and the auxiliary arcs [S, A], [S, B], [S, C], with capacities equal to the production
power of each company, that is 11, 13, 9, respectively, for computational purposes. By inspection we easily de-
termine that no gas producing company can send to the depot alone any amount of gas, so that if we denote the
amounts provided by the singletons by P({i}), Vie N, we have P({i})=0, VieN. Instead, for each pair
of companies, {i, j} , by using all the arcs belonging to the pair (Ki K ) we obtain the maximal amounts pro-
vided by the corresponding coalitions, listed as

P(K.K;)=22 P(K,K;)=18 P(K, K,)=18,
while the cooperation of all companies will give
P(K, K, K;)=25.
The maximal amounts for coalitions of size two are obvious from the figure; the maximal amount provided by
the grand coalition should be computed in the network by a max-flow-min-cut algorithm, for example the Ford-
Fulkerson algorithm (see [2]). If there are more companies producing natural gas, the game is larger and the

computation is more difficult, but the approach may be the same.
The capacities of the ducts represented by the arcs of the graph are shown in the following figure:

A B C D E F G
S 11 13 9 - - -
A - - 9 13 -
B - - 9 11
C - - - - 11 13
D - - - 9
E - - - 11
F - - - 13

A graph with capacities associated to the above model.

The graph has the arcs for which there are positive capacities in the table, plus the entering and exiting aux-
iliary arcs, and one public arc discussed below. Now, note that the columns for S and T and the rows for G and T
have been omitted, because they are empty, except a public duct, belonging to the city, [G, T], with a capacity of
25. The graph and the capacities are taken arbitrarily by the author.

As shown by the numbers that give the characteristic function of the game, the three companies should coo-
perate in order to get a maximum benefit. Now, the three-person cooperative TU game and any fair schedule of
allocations, are obtained by using an efficient value of the game:

N ={12,3)
P(1)=P(2)=P(3)=0,P(1,2)=22,P(13)=P(2,3)=18,P(123) =25,

where we replaced the names of the companies by the indices and the brackets by parantheses, to keep the nota-
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tion simple.
As the worth of singletons is zero, a simpler value like the Center of the Imputation Set, expressed by the
formula:
CISi(N,P)=v(i)+£{v(N)—Zv(j)]vi e,
n jeN
gives

cis(n.p)-(2.2.%)

which is not fair. Therefore, we shall use the Shapley Value, given by the formula:

(s—1)i(n—s)! . .
SH,(N,P)= S%ST[P(S)— P(s-{i})]. vieN,
which has more properties due to its axiomatic definition (see [2]). By using the formula, we obtain
SH (N,P)=(9,9,7) . The Core of the game is given by the conditions

X 20,Vie N, X +X, 222,X +X; 218, X, + %, 218,X + X, + X; = 25.

Obviously, the Shapley Value does not belong to the Core, as
SH, (N,P)+SH,(N,P)=18>22=P(1,2),

and all the other inequalities for coalitions of size two do not hold, that is the Shapley Value is not coalitional ra-
tional, even though it is efficient, as the sum of components makes 25. Of course, any pair of companies may
break the grand coalition and make a two person coalition which may give more gain to each player, while the
third player is left out of the deal, an unfair solution. This instability is due exactly to the fact that the solution is
not coalitional rational, which could be a motivation for the present work.

To be able to give a fair allocation, we shall solve a connected problem that has been discussed in an earlier
work of the author (see [3]). To get the paper self contained we shall remind some concepts and results from the
mentioned work. The new problem introduced there is: find out a new game, with the same Shapley Value,
which is coalitional rational in the new game. This problem is connected to the Inverse Problem for the Shapley
Value, introduced also in some work of the author (see [4]).

2. The Inverse Problem and the Coalitional Rationality

In [4], the Inverse Problem for the Shapley Value has been introduced and solved. For the Shapley Value the
problem may be stated: let L e R" be the Shapley Value of a cooperative TU game with n players; find out the
set of all TU games with n players, for which the Shapley Value equals L. In [3], a connected problem has been
introduced and solved: let L eR" be the Shapley Value of a cooperative TU game; find out a new game, with
the same Shapley Value, in which the Shapley Value is coalitional rational. In other words, in the Inverse Set
relative to the Shapley Value, find out a game in which the Shapley Value is in the Core of the game. To sketch
the use of the results from [3] and [4] in the gas routing problem, we give here some earlier results.

It is well known that the set of TU games with the set of players N, forms a vector space of dimension 2" -1,
(see [2]). Hence, any game may be written as a vector in that space, for example in R’ for our game of Example
1. The results of Linear Algebra will be useful in this respect. A basis for the vector space was introduced in [4],
by the formulas

wz{ws eRzn’l:SgN,S;t@},

where the basic vectors are defined for SN by w(S)=|S|, w,(T)=-1, vT=SU{i}, ieN-S,
W, (T) =0, otherwise, while w, (N)=n, w,(T)=0, otherwise.

As mentioned above all these vectors, invented in [4], are linearly independent, hence they form a basis; an
easy exercise is to write the seven basic vectors for our example 1. Now, any game (N,w) in the vector space
may be written as a linear combination of the basic vectors as
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W= > CoWs+ ZCN—{i}WN—{i} +C\ Wy
SiS|<n-2 ieN
where the coefficients are constants which may be determined from this vector equation written in scalar form.
To solve the Inverse Problem we used the results:

SH (N, W, ) =0,V8,[8|<n-2 SH, (N,w, ;) =6, Vi, je N, SH, (N, wy, ) =1VieN,

and the linearity of the Shapley Value. By applying these results in the above expansion of (N,w), we get
SH, (N,w)=cy —¢y_,,VieN.

N-{i}

After eliminating the constants Cy_yiy » We obtain an explicit formula for the games in the Inverse Set relative
to the Shapley Value L:

W=D CyWy +Cy (WN + ZWN—{i}j_ > LWy iy
S:‘S‘Sn72 ieN ieN
(see [4], Theorem 3.5).
As mentioned above, we shall be looking for a new game in the Inverse Set relative to the Shapley Value L,
which is coalitional rational. We shall confine ourselves to find such a game in the subfamily of the Inverse Set
defined by all ¢, =0,VS,|S|<n-2, thatis in the set of games

W=Cy (WN +ZN:WN{i}j_ZN: LWy iy
le le

This subset of the Inverse Set will be called the almost null subfamily. Taking into account the expressions of
the basic games shown above, the games in the family given by this vector formula, may be rewritten in scalar
form as

w(N={i})=(n-1)(cy -L),VieN, w(N)=> L, w(S)=0, otherwise (*)
ieN

Now, the Core conditions written together give an inequality determining the values of parameter c, for

those games in which the Shapley Value is coalitional rational:

Cy SLMIN{ > L, +(n—1)Li}, (**)
n-1 jeN={i}
where the minimum is taken over the index i.
The results already shown provide a procedure for solving our above stated problem:
e Compute the Shapley Value of the given game. Check whether, or not, the Shapley Value is in the Core. If
yes, stop, the problem is solved; otherwise.
e Compute the game in the Inverse Set given by (*), for the Shapley Value L.
e Take a value for cy in formula (*). to satisfy the inequality (**), and find out the desired game in the almost
null subfamily.
Now, we intend to apply the results to the gas routing problem.

3. An Application to the Gas Routing Problem

Return to the Example 1 given in the first section, in which we associated to the network the cooperative TU
game obtained by finding for each coalition the maximum flow that could be delivered by using the ducts owned
by each company in the coalition and the final public arc. The TU game is

v(1)=v(2)=v(3)=0,v(1,2)=22,v(1,3) =v(2,3)=18,v(1,2,3) = 25,

and we can compute the Shapley Value: SH(N,v)=(9,9,7).
Obviously, this is an efficient vector, but it is not belonging to the Core, because

SH, (N,v)+SH,(N,v)>v(1,2), SH;(N,v)+SH,(N,v)>v(L3), SH,(N,v)+SH;(N,v)>v(23),
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are not satisfied. Then, start the procedure described above, by deriving the inequality (**):
Cy S%MIN (34,34,32) =16.

We choose the largest value of the parameter that satisfies the inequality, c, =16, and plug into the formulas
():
w(1,2)=2(cy -7),w(1,3)=2(cy —9),w(2,3)=2(cy —9),w(L2,3) =25,
where the null worth of the singletons is omitted. We obtain
w(l)=w(2)=w(3)=0,w(1,2)=18,w(1,3)=w(2,3)=14,w(12,3) = 25.

Further, we can compute again the Shapley Value and find out the same vector as before. This is not only ef-
ficient, but also coalitional rational, because the Core conditions hold. A similar situation and a similar strategy
may be used for the Shapley Value in the general case of games with any number of players. Moreover, the
procedure will work also for any other value which is efficient. A value which is not efficient is requiring a new
definition of the coalitional rational value.

The procedure may be extended to this case by using the results following from the ideas developed in the
joint paper [5], which were used in the paper [6].

Note that the present paper is an application of the results obtained in the previous paper [3], while for more
general cases the Inverse set defined in [6] is needed.
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