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Abstract. Static reduction of information structures is a method that is commonly adopted
in stochastic control, team theory, and game theory. One approach entails change of measure argu-
ments, which has been crucial for stochastic analysis and has been an effective method for establish-
ing existence and approximation results for optimal policies. Another approach entails utilization of
invertibility properties of measurements, with further generalizations of equivalent information struc-
ture reductions being possible. In this paper, we demonstrate the limitations of such approaches for
a wide class of stochastic dynamic games and teams, and present a systematic classification of static
reductions for which both positive and negative results on equivalence properties of equilibrium so-
lutions can be obtained: (i) those that are policy-independent, (ii) those that are policy-dependent,
and (iii) a third type that we will refer to as static measurements with control-sharing reduction
(where the measurements are static although control actions are shared according to the partially
nested information structure). For the first type, we show that there is a bijection between Nash
equilibrium policies under the original information structure and their policy-independent static re-
ductions, and establish sufficient conditions under which stationary solutions are also isomorphic
between these information structures. For the second type, however, we show that there is generally
no isomorphism between Nash equilibrium (or stationary) solutions under the original information
structure and their policy-dependent static reductions. Sufficient conditions (on the cost functions
and policies) are obtained to establish such an isomorphism relationship between Nash equilibria
of dynamic non-zero-sum games and their policy-dependent static reductions. For zero-sum games
and teams, these sufficient conditions can be further relaxed. In view of the equivalence between
policies for dynamic games and their static reductions, and closed-loop and open-loop policies, we
also present three classes of multistage games and teams with partially nested information struc-
tures, where we establish connections between closed-loop, open-loop, and control-sharing Nash and
saddle point equilibria. By taking into account a playerwise concept of equilibrium, we introduce
two further classes of “playerwise” static reductions: (i) independent data reduction under which the
policy-independent reduction holds through players and time, and (ii) playerwise (partially) nested
independent reduction under which measurements are independent through players but (partially)
nested through time for each player.
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1. Introduction. Stochastic teams and games entail a collection of decision
makers (DMs) taking actions based on their available information to optimize their
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individual cost functions under a particular notion of equilibrium. At each time stage,
each DM has only partial access to the global information, which is characterized by
the information structure (IS) of the problem. If there is a predefined order in which
DMs act, we will call the game sequential. The specific form of an IS has been shown
to have subtle impact on (different types of) equilibria in games, as well as on their
existence, uniqueness, and characterization (see, for example, [34, 5, 4]).

Static reduction of dynamic ISs has been a powerful method that has been com-
monly adopted in stochastic control, team theory, and game theory. One static reduc-
tion method based on change of measure techniques, in particular, has been utilized
extensively in classical stochastic control since Girsanov’s method [21] has been ap-
plied to control by Benes [9] (for partially observed control these were considered in
[19, 10] and in discrete time in [11, 12] and in decentralized stochastic control [37]
among others). Another commonly studied reduction method, for partially nested
ISs builds on invertibility properties [22, 23].

In this paper, we demonstrate the limitations of such approaches for a wide class
of stochastic dynamic games (DGs) and teams, also building on and generalizing
the earlier developments on deterministic games in [35, 30, 2, 1, 5] as well as linear
quadratic stochastic games [3] (see [15] for a more recent study). More operationally,
we present sufficient conditions under which some reduction is feasible and preserves
equilibrium properties for stochastic DGs and teams.

Significance, main results, and contributions.

The question of when isomorphism properties for Nash equilibrium (NE) and
stationarity for stochastic DGs hold between an original IS and its static reduction
is mathematically subtle and practically important to address. On the practical side,
we can list several important applications:

For optimal stochastic control in both continuous time and discrete time, change
of measure arguments have been critical for arriving at optimality and existence results
(see, e.g., [9, 19, 11]).

In decentralized stochastic control theory, to establish the optimality of linear
policies in the setup of linear quadratic Gaussian (LQG) stochastic teams under par-
tially nested ISs, static reduction to a convex static LQG teams has been utilized in
[22, 23]. In addition, toward studying the existence of optimal solutions in stochastic
team theory and their approximations, static reduction methods have been shown to
be effective (see, e.g., [38, 29, 39]). Further, in studying the existence and approxi-
mations of a saddle-point equilibrium (SPE) for zero-sum (ZS) DGs, static reduction
methods have been shown to be critical (see, e.g., [24]).

Questions on equivalences of Nash equilibria under different ISs are also important
in establishing convergence results and limit theorems (as the number of players drives
to infinity), because the desired compactness and convexity for analysis often hold un-
der more relaxed conditions for open-loop policies (when compared with closed-loop
policies) [32, 18, 13, 26, 27]. Along this line, for the existence of Nash equilibria in
stochastic game theory, static reduction turns out to be a powerful method that asso-
ciates with the general analysis provided in [6], which is applicable to static Bayesian
games with incomplete information. In this context, in the stochastic game theory
literature, closed-loop policies are defined as measurable functions of (local) history
of states or observations, and open-loop policies are measurable functions of (local)
history of noise processes for each player (which can be viewed as policies for DGs
under a static reduction). In (continuous time) game theory, closed-loop policies are
control processes adapted to the filtration generated by local measurements and past
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actions, and open-loop policies' are adapted processes to the filtration generated by
Brownian motions obtained possibly via Girsanov-reduction (see, e.g., [13, section
2.1)).

Equivalence properties of Nash equilibria under different ISs arise prominently
in stochastic non-zero-sum (NZS) DGs with weakly coupled players [4] and mean-
field games where the population of players is large or infinite [14, 26, 13, 16, 20].
For both classes of games, roughly speaking, closeness of performance under open-
loop and closed-loop Nash equilibria is a result of diminishing strategic interactions
among the players, due to weak coupling in the former class and each player having
only an infinitesimal role in the latter class [14, 26, 13, 16, 20]. For NZS DGs with a
finite number of players, closed-loop and open-loop Nash equilibria are generally not
equivalent, although asymptotically in the number of agents, they might be equivalent;
e.g., in [14], an example of a weakly-interacting finite-player game with a classical IS
has been provided such that a unique open-loop NE (constructed using Pontryagin’s
stochastic maximum principle) and a unique closed-loop (pure-feedback no memory)
NE (constructed using dynamic programming) (see [14, eqs. (3.16) and (3.31)]) are
distinct but converge to the same limit as the number of players goes to infinity (see
also [13, section 2.1]).

The subtle dependence of solutions as well as computational solution techniques
on ISs were pointed out first in the context of deterministic ZS DGs, toward estab-
lishing connections between open-loop and closed-loop SP equilibria, particularly by
Witsenhausen, who has established critical relations between ISs and values of SPs
[34] (see also later works in [35, 7]). Also building on [34] and the ordered inter-
changeability property of multiple SPs [4], for deterministic ZS DGs, [2] established
connections between open-loop (where policies are functions of only initial states),
closed-loop and pure-feedback SPs. For deterministic NZS DGs, on the other hand,
it has been shown in [1] that the preceding connections (for deterministic ZS DGs)
are no longer valid in general.

In view of these applications of static reductions, it is important to establish the
most general conditions under which equilibrium solutions, stationary solutions, and
optimal solutions are isomorphic under static reductions of ISs.

In this paper, we provide a systematic characterization of static reduction tech-
niques for equivalent ISs and introduce several new ones. We categorize static reduc-
tions as those that are “policy-independent” and those that are “policy-dependent”
to emphasize the important distinction between these two reductions. As it has been
shown in this paper, this dependency on policies has a consequential impact on the
isomorphism properties of Nash equilibria for NZS DGs (person-by-person optimality
for teams and SP equilibria for ZS DGs) and those under their reductions: a NE for
a DG does not correspond to, in general, a NE for the corresponding game obtained
through the policy-dependent static reduction (the converse has also been shown to
be true). We emphasize that the ISs of a game and its reduction are isomorphic under
both reductions (e.g., when one views the IS using the sigma-field generated by ran-
dom variables); however, one of our contributions in the paper is to demonstrate that
this does not imply any isomorphic connection between NE policies. It appears that
this important difference regarding static reduction methods and its subtle impact on

1In more precise terms, such policies have the qualifier “adapted”, while plain “open-loop” ter-
minology is more commonly used to refer to policies that are just functions of time and also of the
initial state (if it is available to the players). In the paper, we will continue using the terminology
“open-loop” for both, where the distinction will be clear from context.
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Stationary Policy under NE under PI Static Re-
PI Static Reductions ductions

Theorem 3.1 (% I
Stationary Policy for P NE for P

2.1. A chart of the connections between two optimality concepts in DGs and their policy-

independent (PI) static reductions.

Stationary Policy NE/SPE for NE/SPE for
for PD PD PD PD D,CS D,CS
NZS/ ZS . NZS/ YA PNZS /PZS
Theorem 4.1< > Theorem 3.2 < >
Stationary Policy /NNE/ SPE for NE/SPE for
for Pizs/P3s Pizs/Ps Prgs /P28
F1G. 2.2. A chart of the connections between NE (stationary) policies for NZS DGs 73,*325, Pﬁzs

(also saddle-point equilibrium (SPE) for ZS DGs).

the isomorphism of equilibrium solutions have not been studied in the literature and
appears for the first time in this paper.

In this paper, in addition to these negative results, we also provide sufficient
conditions for positive results; these also appear for the first time in the literature in
precise terms.

In the following, we provide a list of our contributions in this paper (see also
Figures 2.1 and 2.2 for a visual summary of some of our contributions):

(i)

(i)

(iii)

We show that there is a bijection between Nash equilibria (SP equilibria) of
stochastic NZS DGs (stochastic ZS DGs) and their policy-independent static
reductions (Theorem 3.1 and Figure 2.1).

For NZS DGs with partially nested ISs, we show that the isomorphism re-
lations between their Nash equilibria and Nash equilibria of their policy-
dependent static reductions fail to hold, in general (Proposition 3.1). Then,
we present sufficient conditions for such relations to hold (Theorem 3.2 and
Figure 2.2).

We define the reduction of NZS DGs with control-sharing IS to ones with
static measurements with control-sharing IS as static measurements with
control-sharing reduction. We show that this reduction is independent of poli-
cies (see Theorem 3.3), and study the subtle impact of static measurements
with control-sharing reductions (where IS is expanded via control-sharing
according to partially nested IS) on the equivalence relationships of Nash
equilibria (Theorems 3.3 and 3.4 and Figure 2.2).

For ZS DGs, we show that the sufficient conditions above can be relaxed. Us-
ing the ordered interchangeability property of multiple SPE policies, we estab-
lish stronger results on an equivalence relationship, existence and uniqueness
of SPs of DGs and SPs of games under policy-dependent static reductions
(Proposition 4.1 and Theorem 4.1) and static measurements with control-
sharing reductions (Theorem 4.2, and Corollary 4.4) (see Figure 2.2). We also
establish equivalence relationships between person-by-person optimal (glob-
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ally optimal) policies of teams under policy-dependent static reductions (see
Proposition 5.1 and Corollary 5.2).

For a class of multistage games, we establish relations between closed-loop,
open-loop, control-sharing policies, and their reductions: (1) We study multi-
stage ZS DGs (Corollary 6.2), where we establish various results on the con-
nections between closed-loop, open-loop, and control-sharing Nash equilibria.
(2) Under uniqueness of Nash equilibria for LQG games under the policy-
dependent static reductions, we establish stronger results for LQG games in
Corollary 4.4, which generalize the results in [15] for ZS DGs with mutually
quadratic invariant IS. (3) Finally, in view of the results in [3] for stochastic
NZS DGs, we study the structure, existence, and uniqueness of Nash equilib-
ria for LQG games with one-step-delay sharing and one-step-delay observation
sharing (Corollary 7.2). In addition, we study multistage teams under two
classes of static reductions: (i) independent data reduction under which the
policy-independent reduction holds through players and time, and (ii) play-
erwise (partially) nested independent reduction under which measurements
are independent through players, but (partially) nested through time.

We list below, for convenience, some of the acronyms frequently used in this

paper:
Information structure IS
Decision Maker, Player DM, PL
Non-Zero-Sum Dynamic Game (Zero-Sum Dynamic Game) NZS DG (ZSG DG)
Decision-Maker-wise Nash (Saddle-Point) Equilibrium DM-NE (DM-SPE)
Playerwise Nash (Saddle-Point) Equilibrium PL-NE (PL-SPE)
Policy-Independent (-Dependent) PI (PD)
Static Measurements with Control-Sharing SMCS

2. ISs and PI and PD static reductions of sequential dynamic games.

2.1. An intrinsic model for sequential DGs (generalizing Witsenhausen’s
one-shot-DM formulation). Consider the class of games where DMs act in a pre-
defined order. Following Witsenhausen’s formulation for teams, such games will be
called sequential games, for which we introduce an intrinsic model, as in Witsen-
hausen’s formulation for teams [36]. In this model (described in discrete time), any
action applied at any given time is regarded as applied by an individual DM, who
acts only once.

e There exists a collection of measurable spaces {(Q,F), (U, U?), (Y, V)i €

N}, specifying the system’s distinguishable events, control spaces, and mea-
surement spaces. The set N :={1,2,..., N} denotes the set of all DMs; the
pair (£2,F) is a measurable space; the pair (U%,U4?) denotes the Borel space
from which the action u’ of DM’ is selected; the pair (Y?,)?) denotes the
Borel observation/measurement space.

There is a measurement constraint that governs the connections between the
observations and the system’s distinguishable events. The Y’-valued obser-
vation variables are given by y° = hi(w,u'""1), where h's are measurable
functions. We denote {1,...,p} by 1:p.

There is a set I' of admissible control laws v = {7 };cnr, also called designs
or policies (pure strategies), which are measurable control functions, so that
u® = 4i(y*). Let T'" be the set of all admissible policies for DM?, and thus

I'.= HZE./\/'FZ

Copyright (©) by STAM. Unauthorized reproduction of this article is prohibited.



Downloaded 09/19/24 to 130.15.244.167 . Redistribution subject to SIAM license or copyright; see https.//epubs.siam.org/terms-privacy

ISOMORPHISM PROPERTIES OF EQUILIBRIUM SOLUTIONS 3107

e There is a probability measure P on (€, F), making the triple a probability
space.

2.2. A playerwise intrinsic model for games with players acting multi-
ple times. Under the intrinsic model for sequential games, every DM acts separately
and only once. However, depending on the IS and cost functions, it may be convenient
(and more appropriate depending on the desired equilibrium concepts) to consider a
collection of DMs as a single player acting as a team (when collections of teams take
part in the game). To formalize this formulation for sequential games where col-
lections of DMs cooperate among themselves as a team (also called player) to play
sequentially against other collections of DMs (other teams/players), we introduce N-
player games, where each player is a collection of (one-shot) DMs. We emphasize that
(one-shot) DMs act sequentially in our setup for games. Hence, we have, as a formal
description, the following:

e Let N':={1,2,..., N} denote the set of players and for each i € N, introduce
a subset TE? of a set M :={1,2,..., M} denoting a collection of DMs, DM
for k € TE!, acting as player i (PL?) (said another way, PL¢ encapsulates the
collection of DMs indexed by TE? acting |TE?| times, where | - | denotes the
cardinality of the set TE?).

e The observation and action spaces are standard Borel spaces for each PL?
(i € N), denoted by Y* =[], crp: Yi and U®:=[], crp: U, respectively.

e The Yj-valued observation variables are given by y;, = hj(w,{ul} pyeri ),
where Li denotes the set of all DMs acting before DM of PL¢ (i.e., (s,p) € Lt
if DM* of PL? acts before DM* of PL¢ for all p € A/ and s € TEP).

e An admissible policy for each PL¢ is denoted by 4 := {7} }rerr: € " with
u}C =i (yh), Whgre the set of admissible policies for each player is denoted by
I =[], crp: I}, for i € N. An admissible policy tuple for all players in the
game is denoted by v:=~'N ={y!,... 4N} €T, where I':=][,_, T".

2.3. Stochastic NZS DGs under PI static reductions. Let the action and
observation spaces be subsets of appropriate dimensional Euclidean spaces, i.e., [Uff C
R"™ and Yi C R™, for i € N and k € TE', where n¥ and mF are positive integers.
We formally introduce a dynamic sequential (playerwise) game as follows:

Problem P: Consider a sequential game within the intrinsic model as follows:

(i) Observations of DMs are given by
(2'1) ylic:hZ(WOawlicv{ugvyf}(s,p)eLZ)a

where wi : (Q,F,P) — (Q4,F}) is an exogenous random variable for i € N/
and k € TE?, where Q¢ is a Borel space with its Borel o-field F}. Here wy is
a common (2p-valued cost function-relevant exogenous random variable.
(ii) IS of DM* of PL is given by I} = {y;} (or I} = {42} (p.s)ex; for K} C Lj).
(iii) A possibly different expected cost function (to minimize under a particular
notion of equilibrium) for each PL?, under a policy tuple v := v € T, is

given by
(2.2) J () == EX [c!(wo, u" )]
for some Borel measurable cost functions ¢ : Qg x vazl U/ = R. d

In view of Witsenhausen’s static reduction for teams (see [37, 38]), we introduce
an absolute continuity condition that guarantees the existence of PI static reduction.
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~ Assumption 2.1. For any DMF of PL¢, there exists a probability measure Q% on
Y¢ and a function f; such that for any Borel set A,

(23) P(yllc EA}c’wo;{ugayg}(e,p)ELz):Al f}i(y;@,(ﬁo,{Ué),yg}(gp)eL;)Qz(dylk)
k

Let P be the joint distribution of (wo, w*",y*V), and let P° be the distribution
of wg. If Assumption 2.1 holds, for every Borel set A, we have

P
(2.4) P() = [ Go Qo dut™,dy' ™),
A dQ
N . .
(25) Q(dwo, du' N, dy"N) ;=P (dwo) [ | T @i(dwi)1is i)}
i=1keTE?
(26) H H fk ykaw()a{us’ys}(s,p GL‘)'
i=1kcTE?

DEFINITION 2.1 (PI static reduction). For a stochastic game P with cost
functions ¢ for i € N and a given IS under Assumption 2.1, a PI static reduction is
a change of measure (2.4) under which measurements yi in (2.1) have independent
distributions Q; and the expected cost functions are given by

(2.7) T' ()= Eg [& (wo, u' N,y )],

where the new cost functions under the reduction for allt=1,..., N are
; . ‘ dP

(2.8) & (wo, wt N,y V)= ¢ (wo, u )dQ

We now recall definitions of NE and stationary policies for P.

DEFINITION 2.2. For a stochastic game P with a gien IS, and cost functions ct:
o A policy v* €T is PL-NE if for all ' €T" and i € N,

(‘77” B )[ 1:]\7)]

T ST (.8 =

where (7%, B) i= (417717, B, 177,
o A policy v* €T is DM-NE if for all 8} €T}, and i€ N and k e TE",

" (wo,u

)

%

L ik * itogiy .
JY) <T (VL BL) = (7 =0Bk) [cz(wo,ul'N)],

where (77*]@’/8]1) (,)/1 k— 17Bka7k+1 |TE’|)
o A policy v* €T is a (DM-wise) stationary policy if for all i € N,

yi]

We can provide a description of NE and stationary policies of games under PI
static reductions similar to (2.2) by replacing the cost functions ¢! with ¢ and con-
sidering expectations with respect to the measure Q. One of our goals is to study the
connections between NE and stationary policies in Definition 2.2 and those under the
PI reductions (see Figure 2.1).

=0 P-a.s.
uj, =7 (v},)

Vi Ep [Ci’ (wm YRy ) up Y (?J_i)>
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2.4. Stochastic NZS DGs under PD static reductions. Consider dynamic
NZS DGs with partially nested ISs, and with observations of DMs defined as

(2.9) yEk = {yE(i,k)ayEk :=gi,k(h@k(c),uﬂi,@)},

where ¢ := {wg,w!V} denotes the set of all relevant random variables (with w® :=
(wi)keTr:i), and g;p and h;j are measurable functions. In the above, | (i,k) :=
{(4,1)| 92, is affected by u]}. Denote the IS of DM of PL? by IP, = {yEkL and the IS
of PL? by I? := {yP}, where yP := {yEk}keTEi, with the space of admissible policies
denoted by I'®. Define NZS DGs with a partially nested ISs as follows:

Problem ’P,EZS: Consider a stochastic dynamic NZS DG with a partially nested
IS, IP = {yP} for all i € N, and with the expected cost functions under 4° € T'P
given byJ'(yP) := E [¢'(wo, 72 (YD),..., YR (yR))], for some Borel measurable cost
functions ¢’ : Qg x vazl UJ — R. Obtain a policy ¥°* € I'® which is a PL-NE
(DM-NE) for PRys. o

We note that for 2-player games if J' = —J?, then we have a ZS DG, in which
case PL-NE is known as playerwise saddle-point equilibrium (PL-SPE).

Assumption 2.2. For all i € N, k € TE? and for every fixed uE(i,k), the function

9i7k('7“¢D(¢,k)) thik(Q) — gj?k is invertible for all realizations of (.

Based on [22, 23] for teams, under Assumption 2.2, given the policy ZD’ we can
define the observations within the policy-dependent reduction as follows:

(2.10) yik = {yf(i,k)a@is,k = hi,k»(C)}-

Let the IS of DM* of PL? be I?, = {y?}, and the IS of PL’ be I? = {y3} where
yf = {yik}keTEi with the corresponding space of admissible policies rs.

Problem Pg,s: Consider a NZSG with I3 = {y3} for all i € N, and with the ex-
pected cost functions under v° € > given by .J* (7v°) :=E [¢"(wo, V3 (¥3),-- -, Y (%))
Find a policy v°* € T'° that is a PL-NE (DM-NE) for P3. 0

DEFINITION 2.3 (PD static reduction). Consider a partially nested stochastic
DG PRy with a given IS, I?, where Assumption 2.2 holds. A PD static reduction
is defined as the reduction of a stochastic DG PRy to a static one PRy (which has
an equivalent IS, Izs), where under the reduction, the cost functions are unaltered and
measurements are static), and for a given admissible policy lD € I‘D, an admissible
policy 15 €T can be constructed through a relation

(2.11) uj, :W’is,kr (yfk) :’Y?,k (yE(i,k)7gi,k (hi,k(C)ﬂ’E(i,k) (y?(i,k)))) P-a.s.

for allie N and k€ TE".

One question to be addressed is the following: Given a PL-NE (DM-NE) policy
¥ €T for PRzs, is a policy v°* € TP satisfying (2.11) also a PL-NE (DM-NE)
policy for Pﬁzs 2 Further, is the converse statement true? In section 3.1, we provide
examples to show that the answer to this question is negative in general. Then, we
introduce sufficient conditions for NZS DGs, where positive results can be established
(see Figure 2.2). Figure 2.2 also illustrates some of our results for ZS DGs.
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2.5. Stochastic NZS DGs under static measurements with control-
sharing reduction. We now expand partially nested ISs such that controls are
shared whenever observations are, i.e., for each DMF of PL?, we define

(2.12) y?kCS : {yl(z k) W "L("k)’@gk}

with IE,‘CCS = {y; kcs} and IP = {yP )} where y?© = {y?,kcs}keTEi with the
space of admissible policies I‘D s,

Problem ’P,\'?'Z%S: For a stochastic NZS DG with I?’CS (with measurements as
(2.12)) for all : € N, consider expected cost functions (to be minimized under the NE
concept) as in (2.2) under policy 42 € PP, d

The invertibility condition (Agsumption 2.2) allows us to reduce the original DG
to another one where measurements are static as

(213 B = {2}
with Iifs ={y; >CS1 and I3 := {y> %}, where > := ={y; 251 erps with the space
of admissible pohcles denoted by rscs. 0

Problem ’PN : For a stochastic NZS DG with I, with measurements (2.13)
for alli € NV, con51der expected cost functions (to be mlnlmlzed under the NE concept)
as in (2.2) under policy v>¢S. o
We refer to P,ﬁfss as static measurements with control-sharing stochastic NZS

DGs.

DEFINITION 2.4 (static measurements with control-sharmg (SMCS) re-
duction). Consider a stochastic NZS DG PND’ZCSS with a given IS IP", where As-
sumption 2.2 holds. SMCS reduction is the reduction of PE‘Z%S to Psté with IS, Is s,
where under the reduction the costs are unaltered and the measurements are statzc
and for a given admissible policy 'yD S for PNZS , an admissible policy XS'CS for Pa,zcss

can be constructed for each i € N and k € TE", through the relation
(2.14) ’yPkCS(y?kCS) %skcs(yzskcs) for all w**) P-q.s.

In section 3.2, we establish various results on connections between NE policies of
PRzs: Przss Pros > and Prye using SMCS reductions.

2.6. Stochastic teams and ZS DGs under PD static reductions. In this
paper, we also consider stochastic teams and ZS DGs, where we establish stronger
results compared to those for NZS DGs.

2.6.1. Stochastic teams. Along the same lines as P, Pﬁzs, PNDi%S, and PE'ZCSS,

we define team problems PTE, PTE, PD CS, nd PS S by letting the cost functions be
identical, ¢ = ¢ for all players i € N'. To smlphfy our presentation, we assume that
each player consists of a single DM. We now recall the definition of globally optimal
policies for P2

DEFINITION 2.5 (global optimality concept for ’PTDE). For a stochastic team
PR with a given IS, and cost function ¢, a policy ZD* 18 globally optimal if

J(P) = inf E[e(wo, WD) N (WR))] -
yPer

To be consistent with the terminology of teams used in the literature, we refer to
NE policies for teams as person-by-person (PBP) optimal policies.
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2.6.2. Stochastic ZS DGs. ZS DGs enjoy some stronger properties not shared
with NZS DGs, but shared with teams; for example, they typically have (saddle-point)
values which can be used to partially ordered ISs as in teams, and also they feature
some regularity properties. We show that sufficient conditions presented for NZS
DGs can be relaxed (see Figure 2.2). For ZS DGs, we also establish stronger results
compared to NZS DGs using the interchangeability property of multiple playerwise
saddle points.

Problem PES: Consider a 2-player sequential stochastic ZS DG with a partially
nested IS, I’ = {yP} (with measurements y? = {y?k}keTEi defined in (2.9)), and
with an expected cost function under a policy 1P := (vP,~5) € I'® given by J(1P) :=
Elc(wo, P (yP),75 (y))] for some Borel measurable cost function c: Qo x Ul x U2 —
R. Obtain a policy 4°* € I'® which is a PL-SPE for PZDS, that is,

J(°) = inf J(AP,A5), J(P) = sup J(+2,4D%).

o YR ET? ~Seryd
Further, obtain a policy ZD* that is a DM-SPE for PX, that is, for all K € TE! and
j € TE?

JYP* )= inf  J(YP* 4 ADke), (YY)

L D D
Y1,6€TT 1

= sup J(PYD*Z,fkafYZD,jaq/]l_)*)'
73,5€03,;
]
Problem ’P%S: Consider a 2-player sequential stochastic ZS DG with IS T ZS =
{y?} (with measurements y$ = {yik}keTEi defined in (2.10)), and with an expected
cost function under a policy v° = (73,73) € I'S given by J(v®) := Elc(wo, 73 (y3),
v3(y3))]. Obtain a policy 4°* which is a PL-SPE (DM-SPE) for P5. u|

2.7. Multistage stochastic games. We introduce in this subsection multistage
stochastic games. As in the playerwise setting, depending on the IS and cost functions,
it may be convenient to consider a collection of DMs as a single player acting multiple
times, at different time instants. In the multistage setting, this leads to the notion of
a “player”, which is a collection of DMs acting over time.

Problem PM: Consider the following formulation of multistage stochastic

games:
(i) The state dynamics and observations are given, respectively, by
(2.15) Tes1 = fi(o, udy ,we),
(2.16) yr = hi(wo.t, Ucl)iiv—la vt)

fort € T:={0,...,T—1} and i € N/, where f; and h} are measurable functions.?

20 = (20,...,2¢), and wg,v} Y for all t € T are random variables taking
values in standard Borel spaces. We let u{iy = (ul,,...,ud’,), and introduce

appropriate collections of DMs as players, with PL? for i € A, acting at different
time instants ¢t € 7 and comprised of DM§ to DM?._;.

2Here, f; can depend on history (possibly a partial history) of states in addition to the current
state x;. Although some of our results in section 6 hold also for this general model, we will not
study this model explicitly. We refer the reader to [8] which has studied NZS DGs with such state
dynamics.
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(ii) The observation and action spaces are standard Borel spaces with Y* :=
tT;()l Y and Ut := H;‘F;()l IU%7 res‘pect.ively. ‘ . ‘ o
(iii) An admissible policy for PL* is v* € I'" where v* := (7§.p_;) and T := [, _, T},
(iv) A multistage expected cost function for ¢ € N is given by
T—1

(2.17) T ) =EX | ci(wo,ze,ui ™) + cp(ar)
t=0

for some Borel measurable cost functions ¢* : 9y x X; x va:l U{ — R, where
~ = 4N and wy is a common g-valued cost function-relevant exogenous
random variable, wp : (€, F, P) — (Q0, Fo), where € is a Borel space with its
Borel o-field Fy.

DEFINITION 2.6. For a multistage stochastic game, a policy v* is PL-NE if for
alli € N and for all B' € T, Ji(y*) < Ji(y=5*,B"). Also, a policy v* is (one-shot)
DM-NE if for alli € N and k € T and for all B; €T}, J'(v*) < JH(y ", (v, BY)).

3. Main results for NZS DGs.

3.1. NE for NZS DG under PI and PD static reductions. We first estab-
lish connections between PL-NE, DM-NE, and stationary policies for DGs and their
PI static reductions.

THEOREM 3.1. Consider a stochastic DG P with a PI static reduction (2.3).

(i) A policy v* is PL-NE (DM-NE) for P if and only if v* is PL-NE (DM-NE)
for a PI static reduction of P. a

(ii) Let a policy v* satisfy P-a.s., for alli € N and k € TE",

y;i}

Then, v* is stationary for P if and only if v* is stationary for a PI static
reduction of P.

(3.1) \Y =0.

Up =Yg (yk)

(v [ dP
E el
¢ [d@

Proof. The proof is provided in Appendix A. ]

Next, we study the connections between NE policies of NZS DGs and their PD
static reductions, and present both positive and negative results. Consider the setting
of section 2.4, and note again that for results on the PD static reduction we will only
consider pure strategies since the PD static reduction is ill-defined for randomized
policies (unless control actions are shared).

We first show that a policy 7v°* may be stationary (also NE) for 73,\'?25, but >
under the PD static reduction it may not be a NE for P,ﬁzs.

Ezample 1. Consider a 2-PL stochastic NZS DG (where each player has only
one associated DM, denoted by DM! and DM? for PL! and PL?, respectively) with
IP = {4P} and 1D = {yD} := {yP, 9D}, where §5 =ws +u!, and yP =y :=w; and wo
are primitive random variables. With B a given positive number, let

TR 98) = EXPD [ 4w = B+ wy)?), P(0,75) = EOT W [(u! 4 +ws)?).
For this game, we note the following two results:

o P* = (vP*,48*) :=(0,(0,—1I)) (where I is the identity map, and (0, (0,1))
denotes the policy such that 4P* =0, 72D7’{ =0, and ’yQDE is the identity map
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multiplied by —1, that is, u? = 42*(yP,99) = —92 for u! = +P*(yP) =0) is

stationary (also DM-NE (PL NE)) for PQys. This follows because for every
ul, fixing the policy of DM? to 72* := (0,1) implies that every arbitrary
policy of DM! satisfies the stationarity criterion for DM! and is also a best

response.
e A policy v** = (7*,73%) = (0,(—D*,—1I)) (where 71 = O VY = —D*,
and 72D7 is the identity map multiplied by —1 with u' = 43 ( é) = 0 and
u? = —wy — 7% (yY)), satisfying (2.11), is not stationary for PRys. In fact,

there is no stationary policy (and hence no DM-NE) for Py, since for ev-
ery fixed policy 73, the stationarity criterion for DM? implies that u? =
Y5 (y3) = =7 (y7) — 5, and the stationarity criterion for DM! implies that
ul* —~7(y?) — B =0, which fails to hold since B # 0.

Next, we show that if a policy v°* is stationary (also NE) for Py, 7°*, satisfying
the PD static reduction, it need not be a NE for PQys.

Ezample 2. Consider a 2-PL identical interest NZS DG (where each player has
only one associated DM, denoted by DM! and DM? for PL! and PL?, respectively)
with IP = {yP} and ID := {y2} = {yP, 95}, where 92 = wy + u', and wy =: §5 and
yD =: 9 = w; are primitive random variables. Let the identical expected cost function
be given by

(3.2) Elc(ws,u',u?)] := E[(u' —u® + wq)? — aut)?],

for a given a € (0, 1).
. A policy 'y = (77* ,72 ) = (0,(0,1)) (where the policy (0,(0,I)) denotes
= O 72 1= =0, and 15% is the 1dent1ty map, I, that is, ul* =" (y3) =0
and u?* =3 (yl,yQ) y2) is a NE for PNZS
e However, a policy 7°* = (7D*,79*) = (0, (—3*,1)) constructed under a rela-
tion (2.11) (where the policy (0, (—17* ,I)) denotes yD* = O 72 1= —’yl , and
7235 is the identity map, that is, u'* =~yP*(yP) = 0 and u®* = g5 —7*(yD))
15 not a NE for PNZS since fixing a policy of DM? to 42* such that u2* =
95 — 4% (yP), the expected cost function will be concave in u' (c(u',u?*) =
—a(ut)?) and the value will be unbounded from below. We note, however,
that vP* is a stationary policy for PNDZS.

Now, we introduce a regularity and convexity assumption on the cost functions.

Assumption 3.1. For every i € N and wy,
(a) the cost function ¢* is continuously differentiable in u
(b) the cost function ¢’ is (jointly) convex in u!.

1:N.
)

Next, we introduce a condition that is critical in the results to follow.
ConpITION (C) 1. A policy 4 satisfies Condition (C) if for all i € N and
ke TE!, A2, ({gj,k(hj,k(@aU“j’l))}(j,l)ei(i,k)7gi,k(hi,k(C)7Ui(i’k))) is affine in ut-F),

We note that if g;; are affine in actions, then any policies ZD affine in actions
satisfy Condition (C). Next, in view of Example 1, we readily have the following result
for NZS DGs.

PROPOSITION 3.1. Consider a stochastic NZS DG PRy with a partially nested
IS. Then we have the following:
(i) If a policy 'yD* is PL-NE (DM-NE, stationary) for PRys, then ~5* under
policy dependent static reduction (2.11), is not necessarily PL-NE (DM-NE,
stationary) for PRys-
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(ii) If a policy ZS* is PL-NE (DM-NE, stationary) for ’P,ﬁzs, then ZD* satisfying
(2.11) is not necessarily PL-NE (DM-NE, stationary) for PRys.

(iii) Statement of part (i) is valid even if Assumptions 2.2 and 3.1 hold, and v°*
satisfies Condition (C).

Proof. Parts (i) and (iii) follow from Example 1, and part (ii) follows from Ex-
ample 2. 0

Now, we introduce a condition under which we can establish connections between
PL-NE (DM-NE, stationary) policies for NZS DGs and their PD static reductions.

Assumption 3.2. There exists a constant o such that ¢'(-) = a®c/(-) for all
i,j € N with {i} € {1 j}.

7S DGs and teams are important special classes of games where Assumption 3.2
holds.

THEOREM 3.2. Consider a stochastic NZS DG PRys with a partially nested IS.
Let Assumptions 2.2, 3.1, and 3.2 hold. Then, a policy v°* satisfying Condition (C)
is stationary (DM-NE) for PNDZS if and only if 15*, satisfying (2.11), is stationary
(DM-NE) for P3ys.

Proof. This follows from an argument similar to that in [31, Theorem 4.2]. O

We next show that these sufficient conditions can be relaxed under the SMCS
reductions.

3.2. NE for NZS DGs under SMCS reductions. Here, we study the impact
of the expansion of IS via control-sharing (see (2.13)), and establish isomorphism
relations between NE policies of PRys, Piys, P,\I?‘Z%S, and P,f,’zcss. We first have the
following result.

THEOREM 3.3. For stochastic NZS DGs with partially nested IS, where Assump-
tion 2.2 holds, SMCS reduction is PIL.

Proof. Since Assumption 2.2 holds and each DMF of PL’ has access to u+(4%),
SMCS reduction to Pa,zcss for each DM is independent of precedent DMs’ policies:
given v25 | a policy 4> can be constructed through (2.14), i.e., for every i € A" and
ke TE", u’]L(; = VEkCS(yE(i,k)aui(l’k)agz‘,k(hi,k(oa ui(z’k))) = ’Yis,’;fs (yf(i7k)7ui(l’k)>g(s1;,k)) for
every ut(®®) P-as. The fact that the expected cost functions do not change under
the above reduction completes the proof. 0

In view of Theorem 3.3, we obtain that since SMCS reduction is PI, the isomor-
phism between NE policies can be relaxed compared to those in Theorem 3.2 for PD
static reductions.

THEOREM 3.4. Consider a stochastic NZS DG with a partially nested IS.

(1) If Assumption 2.2 holds, then a policy lD'CS* is PL-NE (DM-NE, stationary)
if and only ifls'cs* is a PL-NE (DM-NE, stationary) policy for Pﬁ'zcss under
the SMCS reduction (see (2.14)).

(ii) Any PL-NE (DM-NE, stationary) policy ZD* constitutes a PL-NE (DM-NE,
stationary) policy on the enlarged space TP for PLES - however, in gen-
eral, ile'CS* is PL-NE (DM-NE, stationary) for ’P,e'zs , then vP* satisfying

’yg,’; (yEk) = 'yE,’gCS’*(yE;gCS) P-a.s. forallie N and k € TE®, is not necessarily

PL-NE (DM-NE, stationary) for PRys.
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(iii) Any PL-NE (DM-NE, stationary) policy v5* constitutes a PL-NE (DM-NE,
stationary) policy on the enlarged space TS for ’P,%,’ZCSS; however, in general,
ifls,cs* is PL-NE (DM-NE, stationary) for ”Pﬁ’zcss, then 15* satisfying for all
i€N and ke TE", fyls}z (yfk) = ,ylsk(::s*(y?k():S) P-a.s. is not necessarily PL-NE
(DM-NE, stationary) for Pxs.

(iv) Under Assumptions 2.2, 3.1(a) and 3.2, if a stationary policy ZS'CS* for ”P,Z’ZCSS
is affine in actions, then v°* is a stationary policy for P,%ZS, where for every
. i Sk, S S,.CS,% /S,
i€N and k€ TE", ), (V7)) = Vi (yZS’SS) P-a.s.

Proof. The proof is provided in Appendix A. 0

4. Main results for ZS DGs.

4.1. SPs for ZS DGs under PD static reduction. In this section, we study
7S DGs under PD static reductions. We establish results similar to those for NZS DGs,
but without imposing Assumption 3.2. Furthermore, we establish stronger results
due to the ordered intechangeability property of multiple PL-SPE policies. First, we
provide two examples, clearly capturing a subtlety of the connection between PL-SPE
(DM-SPE) for ZS DGs, and their PD static reductions.

Ezample 3. Consider a 2-DM stochastic ZS DG P2% with IP = {yP} and ID :=
{y2} == {yP, 98}, where j2 = ws +u', and wo =: 3 and yP =117 = w1 (IS = {w1,w2})
are primitive random variables. Assume that DM! is the minimizer and DM? is
the maximizer, and the expected cost function is given for a given o € (0,1) as
Elc(wa,ut,u?)] := Ela(ut)? — (u! — u? + ws)?].

e Then, a policy YP* := (4P*,79*) = (0,(0,1)) (where AP* =0, 495 =0 and
725 is the identity map with u! = 7P*(yP) = 0 and v® = §9) is PL-SPE
(DM-SPE) for P%. This is true, because, with a € (0,1), when u? =92, the
best response strategy for DM! is zero. Note that by fixing the policy of DM?
to (0,1), the expected cost will be convex in u!, and hence, stationary policy
(0, 1) will minimize the conditional expected cost function for DM®.

o A policy 7°* := (*,78") = (0, (47", 1)) (where 77" =0, 735 =181 and 72}
is the identity map with u' = ~v*(33) = 0 and u? = 95 + 77*(v7)), satisfying
(2.11), is not SPE for P%s. This is true, because, by fixing the policy of DM?
to u? = 2 + 47" (y7) = wa, the expected cost function will be concave in
u!, and hence, the above stationary policy will actually maximize (and not
minimize) the conditional expected cost function for DM?!.

Ezample 4. Consider a 2-DM stochastic ZS DG P2 with I? = {yP} and ID :=
{y2} := {yP,92}, where 92 :=ws +u' and J3 := ws, and yP =: y? = w; are primitive
random variables. Let the expected cost function be given as

(4.1) E[c(wg,ul,uz)] = E[(u' - u? +w2)2 — a(u1)2 — ﬂ(u2 - WQ)2L

with @ € (0,1) and 8 > 1. Let DM! be the minimizer and DM? is the maximizer.
Then, we have the following:

e A policy 7** := (77%,73%) = (0,(0,1)) (where 7?* = 0, 73 = 0, and 3%
is the identity map with u! = 7?*(y7) = 0 and u? = 15" (v3,95) = 93) is
PL-SPE (DM-SPE) for P3¢. This is true, because fixing a policy of DM?
to u? = 15" (y3,95) = 95, the expected cost function will be convex in u'
(c(ut,u?) = (1 — a)(u')?). On the other hand, fixing a policy of DM! to

u' =~7*(y3) = 0, the expected cost function will be concave in u? (c(u',u?) =
(1 - B)(u? — wy)?). Hence, v°* is PL-SPE (DM-SPE).
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e However, 7% := (7P*,78%) = (0,(=7*, 1)) (where A/P* =0, 787 = -3,
and 753 is the identity map with u? =P*(yP) =0 and u? = §8 — 7*(yD)),
satisfying (2.11), is not a PL-SPE (DM-SPE) for P2 since fixing the policy
of DM? to u?* = g5 — 4P*(yP), the expected cost function will be concave in
ul (e(ul, ) = —(a+ )il )?)

In view of Examples 3 and 4, we can state the following negative result for ZS
DGs.

PROPOSITION 4.1. Consider a stochastic ZS DG P% with a partially nested IS.
Then, we have the following:
(i) If a policy vP* is PL-SPE (DM-SPE, stationary) for P2, then v5* is not
necessarily PL-SPE (DM-SPE, stationary) for P3s. B
(ii) If a policy ¥°* is PL-SPE (DM-SPE, stationary) for Pss, then vP* is not
necessarily PL-SPE (DM-SPE, stationary) for P2s.
(iii) Statements of parts (1) and (ii) hold even if Assumptions 2.2 and 3.1(a) hold.

Proof. Part (i) follows from Example 3, part (i) follows from Example 4, and
part (iii) follows from both Examples 3 and 4. ad

Next, we introduce a convexity condition for ZS DGs which will be instrumental
in obtaining some positive results.

Assumption 4.1. For every wy, the cost function c is (jointly) convex in the actions
of minimizers and (jointly) concave in the actions of maximizers.

THEOREM 4.1. Consider a stochastic ZS DG PZDS with a partially nested IS. Let
Assumptions 2.2, 3.1(a), and 4.1 hold. Then, a policy v°* satisfying Condition (C)
is stationary (DM-SPE) for P2 if and only if ¥°* is a stationary (DM-SPE) policy
for PS5 under PD static reduction (see (2.11)).

Proof. The proof follows from similar steps as those of [31, Theorem 4.2]. We
note that Assumption 3.2 holds, but since the cost function is not convex in the
maximizer’s actions, the proof does not directly follow from that of Theorem 3.2.
However, since the cost is concave in that case, it can be shown that the limit and
expectation can be interchanged in the analysis, and similar analysis as that in the
proof of [31, Theorem 4.2] completes the proof. 0

4.2. SPs for ZS DGs under SMCS reductions. We study the impact of the
expansion of IS via control-sharing on SPE and stationary policies for ZS DGs.

THEOREM 4.2. Given a stochastic ZS DG PZDS with a partially nested IS, identical
connections as that for NZS DG in Theorem 3.4 (i)—(iv) hold for P2, P3s, PZDS'CS,
and ”Pgécs.

Proof. The proof follows from an argument similar to that wused in
Theorem 3.4. a

Now, as a corollary to Theorems 4.1 and 4.2, we present a result on uniqueness
as well as essential nonuniqueness of PL-SPE (DM-SPE) policies for ZS DGs, their
PD static reductions, and their SMCS reductions, which are useful, in particular, for
LQG models. First, we recall the definition of strong uniqueness of policies from [4,
p. 300].

DEFINITION 4.3. Given a space of admissible policies T x T'?, a PL-SPE policy
pair (Y, 4% is strongly unique on T x T? if (v'*,~**) is the unique PL-SPE in
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I'xI?, and ~1* is the unique best response to v%*, and v>* is the unique best response
to y'*.

COROLLARY 4.4. Consider a stochastic ZS DG (P2 ) with partially nested IS. Let
Assumption 2.2 hold. Then, we have the following:

(i) If there exists a unique PL-SPE (DM-SPE) policy ZS* for P%S, then there
exists a policy ZS'CS*, satisfying, for all i € N and k € TE", %579(%51@) =
%Skcs*(ylskcs) P-a.s., which is PL-SPE (DM-SPE) for Pg,scs’ but not neces-
sarily essentially unique.

(ii) If there exists a strongly unique PL-SPE policy ZS* for P%s, then a policy
ZS'CS*, satisfying, for alli € N and k € TE", %5’,;(ylsk) = ,Yf]::s*(ylskcs) P-a.s.,
is an essentially unique PL-SPE policy for P;,SCS.

(iii) Let 15* be a strongly unique PL-SPE for P3s. If there exists a PL-SPE policy

lD* for P, then it is essentially unique and satisfies (2.11).

(iv) Let ZS'CS* be an essentially unique PL-SPE (DM-SPE) policy for P;,SCS. If
there exists a PL-SPE (DM-SPE) policy ZS* for P3s, then it is unique and

for every i € N and k € TE", %S’,Z(yzsk) = 72’,535* (yzskcs) P-a.s.

Proof. The proof is provided in Appendix A. ]

SMC reductions lead to nonunique representations of policies. This nonuniqueness
has a subtle impact on the isomorphism of NE policies. Corollary 4.4 yields that the
uniqueness of NE policies might not be preserved under SMC reductions for ZS DGs,
but strong uniqueness implies uniqueness of NE policies (up the representation) under
the expanded control-sharing IS. Applications of this set of results to multistage ZS
DGs will be studied in section 6.

5. Main results for dynamic teams. Results identical to those for NZGs
under PI static reductions can be established for teams.

THEOREM 5.1. Consider a stochastic dynamic team PR: with partially nested IS.
Let Assumption 2.2 hold. Then, ZD* is a globally optimal policy for P2: if and only if
v>* is a globally optimal policy for P%E under the PD static reduction and/or SMCS

reduction.

Although the main notion of optimality for teams is global optimality, stationar-
ity (pbp optimality) are important for computation of globally optimal policies via
variational analysis (see e.g., [25]). In the following, we provide two examples that
serve to demonstrate that the subtlety of the connections between stationary (pbp
optimal) policies of P2z and P3¢ remains true for teams. These are counterexamples
which show that, in contrast to the case of globally optimal policies, the isomorphism
relations between stationary (pbp optimal) policies of ’PTDE and P%E are no longer true,
in general (under Assumption 2.2).

Ezample 5. Consider a 2-DM stochastic team PP: with IP? = {yP} and ID :=
{y2} = {yP, 92}, where 92 = ws + ul, and wy =: §5 = w; and yP =: y7 are primitive
random variables. Let the expected cost function be given as

(5.1) BEle(wz,ut,u?)] := Ela(u')? 4+ B(u? — w2)? — (u! — u? + wy)?]

for a given a € (0,1) and § > 1.
e A policy vP* = (vP*,72*) = (0,(0,1)) (where vP* =0, 72'3;; =0 and ’V2D,>§ is the
identity map, that is, u™* = +P*(yP) = 0 and u** = §8) is pbp optimal for
PR since fixing the policy of DM? to v9*, the expected cost function will be
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convex in u! (c(ut,u?) = (a+ B)(u')?), and fixing the policy of DM* to P*
such that u! = P*(yD) =0, the expected cost function will be convex in u?
(c(u',u?) = (B — 1)(u? — wn)?).

e However, under the PD static reduction, the policy v>* = (v3*,75*) =
(0, (=~P*, 1)) constructed under a relation (2.11), is not pbp optimal for P3¢
since fixing the policy of DM? to 45* such that u? =45* (33, 95) = 95 —2* (vD),
the expected cost function will be concave in u! (c(ul,u?) = (a —1)(ul!)?).

Ezample 6. Consider a 2-DM stochastic team P2 with IP = {yP} and IP =
{48} == {yP, 95}, where 92 = wy + Vul, and wy and y? = y? := w; are primitive
random variables. Let U' =R, and the expected cost function be given by

(5.2) Ele(wsy,ut,u?)] := E[(Vul — u® + wy)?).

e A policy lD* = (7P*,4P*) = (0,(0,1)) (where vP* =0, fy2D)’{ =0, and 753 is
the identity map, that is, u'* =0 and u** = §5) is stationary for P2¢.
e However, under the PD static reduction, the corresponding policy 7>* =

(v$*,75*) = (0, (1/7P*,T)) constructed under the relation (2.11) (where v3* =
0, ’y;*l = \/'F, and 73*2 is the identity map, that is, u' = 0 and u? =
wa +/7P*(y7)) is not stationary (although it is pbp optimal) for P3¢. Since
fixing the policy of DM? to 73* such that u? = ws, the derivative of the
expected cost function with respect to u' is always 1. Hence, the criterion

for stationarity does not lead to a solution.
Hence, in view of the preceding examples, we have the following negative result.

PROPOSITION 5.1. Consider a stochastic dynamic team PTDE with partially nested
1S. Let Assumption 2.2 hold. Then, we have the following:
(i) If lD* is stationary (pbp optimal) for P2¢, then 15* is not necessarily sta-
tionary (pbp optimal) for P—,S-E under the PD static reduction.
(ii) If v>* is a stationary (pbp optimal) policy for P3g, then oP*, satisfying the
PD static reduction relation (2.11), is not necessarily pbp optimal for P?E.

Proof. This is a direct consequence of the examples above, where Examples 5 and
6 imply part (i), and Example 2 implies part (ii). 0

Since teams constitute a special class of NZS DGs where Assumption 3.2 holds,
Theorems 3.2 and 3.4 establish connections between pbp optimal (globally optimal,
stationary) policies of P2, P3e, PTD'ECS7 and P?éls. In the following, we first establish
results on the connections between uniqueness of pbp optimal policies for ’P%E and
PPE, which is useful, in particular, for LQG models. The following result is a corollary

to Theorems 5.1, 3.2, and 3.4.

COROLLARY 5.2. Consider a stochastic dynamic team P?E with partially nested
IS. Assume that for all i € N, g; is linear in u** for all ¢ (hence, Assumption 2.2
holds). Let Assumption 3.1 hold, and let v5* € TS be the unique pbp optimal policy
for P%E (hence, globally optimal). Then, we have the following:

(i) If yP* € TP satisfying (2.11) is affine, then v°* is an essentially unique affine
pbp optimal policy for ’PTDE (unique in the class of affine policies). Moreover,
if 4° € TP is any nonlinear stationary (pbp optimal) policy for PR (if it
exists), then J(yP*) < J(3P).

(ii) If there exists an affine policy v>'>* for P?’ECS with representation 'yis’cs*(yis'cs)
=% (yP) fori e N P-a.s., then 5% is an essentially unique affine pbp
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optimal policy for ’P?’ECS (there might exist other affine representations of the
policy). Moreover, if js,cs is any nonlinear pbp optimal policy for ”P%’ECS (if
it exists), then J(y>*) < J@s,cs)_

Proof. The policy 4P* and g; are affine in actions, and thus yP* satisfies Condition
(C). Hence, by Theorem 3.2, lD* is a stationary policy (also pbp optimal) for P2
If there exists another linear stationary policy jD * for PTDE, then by Theorem 3.2,
7% with 2 (y3) = 4P*(yP) must be a stationary policy for P3g, which contradicts
the uniqueness of the stationary policy for P3z. The second part of (i) follows from
Theorem 5.1. Part (ii) can be shown similarly using Theorem 3.4. d

6. Multistage ZS DGs and teams under reductions. In this section, we
study multistage deterministic and stochastic ZS DGs and teams.

6.1. Multistage deterministic ZS DGs. Consider the class of multistage de-
terministic ZS DGs, where the dynamics are described for ¢t € T by

(6.1) Tip1 = fr(ze,ug,up)

for some function f; : Xy x U} x U7 — X1, where uj is the control of PL’, i = 1,2,
at time ¢. Using (6.1) recursively, we can generate uniquely functions f; and h;
such that 2,11 = f;(he(C),ud.y,ud,), where hy(¢) := ¢ := w0, the initial state. Let
JPET = cr(zr) + iy ei(we,ul,u?), where the first player is the minimizer, and
the second one is the maximizer. Consider the following ISs: for i € {1,2} and
t € T: Open-loop: Ito Li. {z0}; Closed-loop no memory (amnesic or pure-feedback):
IF" .= {x;}; Closed-loop (full memory path-dependent feedback): I--" := {4}
Now, we recall the following results from [2, 34], reworded to fit the current framework.

THEOREM 6.1 (see [2, 34]). Consider a deterministic ZS DG as formulated above.
Then, we have the following:

(i) Any PL-SPE policy pair for a game with ItOL’i or I&Fl as an IS constitutes a
PL-SPE policy for the corresponding game with IS I L’l, i.e., PL-SPE policies
remain PL-SPE under the expanded CL IS ItCI"z (but not every CL represen-
tation of policies is PL-SPE).

Let the ZS DG under the IS ItF’2 admit a unique pure-feedback PL-SPE (47!,
~12). Then, we have the following:

(i) If (41, ~2?) is any open loop (OL) PL-SPE, then (v21,4%2) is the unique
OL PL-SPE, and ~{"(z;) = 7" (o) for all i€ {1,2} andteT.

(iii) If (v*1,4*2) is any PL-SPE in CL policies, then ~i"(x;) =~ (z04) for all
i€{l,2} andteT.

In the following subsection, we obtain analogous results for stochastic ZS DGs.

6.2. Multistage stochastic ZS DGs. Let the state dynamics be given by
(6.2) Toy1 = fr(we, up,u?, wy)

for some measurable function f; : X; x U? x U? x W; — X;41, where {w;}ic7 are
primitive random variables. Using (6.2), we can generate recursively functions ft and
hy with ¢ = {zo,wo.r—1}. Let §P := x; and ¢ := hi(¢). Let the expected cost
function (to be minimized by player 1 (PL!) and maximized by PL?) be given by

JSTo (v)=EX [CT(xT) + ZtT:_ol ey, up, uf)] .
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Next, we introduce the following assumption, to be utilized in Corollary 6.2.

Assumption 6.1. For every t € T,

(a) For fixed {u}.,,u2.,}, the function f; : hy(¢) — 2441 is invertible for all ¢.

(b) Function f;:X; x U} x U? x Wy — X, is affine in U} x U?.

(c) Function ¢; : X; x U} x U? — R is continuously differentiable on X; x U} x U?.

Before we present our results in view of those in sections 4.1 and 4.2, we in-
troduce the following partially nested ISs: For i € {1,2} and ¢ € T: Partially
nested OL: I7NOM .= {IftNOL”,gf}; Partially nested CL: I}N - .= {IftNCL”,QP}; Dy-

D,PNCS,i . rPNCL,i 1.
It T {It

namic partially nested control-sharing: U ¢t2}; Partially nested

with control-sharing: 1PN .= {IPNO-

,u}i?}; Classical (centralized) with control-
sharing: lItCEN’CS’l = {98, uy?_1}; Classical (centralized) OL with control-sharing:
JEENOSS . rg8  ud2 Y. Classical (centralized) OL: IFENOP .= {48 1.

The following result is a corollary to Theorems 4.1 and 4.2, and Corollary 4.4.

COROLLARY 6.2. Consider the preceding classes of stochastic ZS DGs. ‘
(i) Any PL-SPE (DM-SPE) policy pair for a game with IS ITN°%" (with ITN)

is PL-SPE (DM-SPE) for the corresponding game with IS ItPNCS’i (with
[DPNCS)

(i) Under Assumption 6.1(a), (ynes:t ~drnes2) js PL.SPE (DM-SPE) for a
game with IS ItD'PNCS"i if and only if gpncs’l,vp”CS’Q) is PL-SPE (DM-SPE)
for the corresponding game with IS I, NCS ond forallie{1,2} andt e T,
’Y;ipncs,z (LE),PNCS,Z) — ryfncs,i (ItPNCS,Z) fOT’ uitQ P-a.s.

(iii) If there exists a strongly unique pure-feedback PL-SPE policy pair (vF1,~5?)
for a game with IS ItF’Z, then a policy pair (v&°1, 4%¢%2) is an essentially
unique PL-SPE for the corresponding game with 1S ICEVS" and &%
(ItCEN'CS’i) = 4/(I7Y) P-a.s., i € {1,2} and t € T. Further, this remains
true if (v©°5t, 452 is replaced with a PL-SPE policy pair p“’l’l,’yd’Q) for
the corresponding game with IS I™™", and ~e (IC5Y) =+ H(IT) P-a.s..

(iv) If there exists a strongly unique pure-feedback PL-SPE policy pair (v/*,~2)
for a game with IS If”, then a policy pair (y©°%1 4402 s an essen-
tially unique PL-SPE for the corresponding game with IS IfEN’OCS’i, and
yooemt(IEENOCS Dy — L (IRYy Plgs. for i € {1,2} and t € T. Moreover,
if there exists an OL PL-SPE policy pair (’70701”1,_'70701”2 for a game with
IS IEENOPE then it is unique and O (IFENOPYY = ALH(ITY) Peas. for
i€{1,2} andteT.

Let Assumptions 4.1 and 6.1 hold, and let there exist a unique OL PL-SPE
policy pair (4Pmebl 4Pnob2) for 7S DGs with IS IfNOL’i. Then, we have the
following:

(v) If, for a ZS DG, a CL policy pair '7”‘"‘31’1,'71’”‘31}’2), satisfying P-a.s. for all
i€ {1,2} and all t € T, AP"ob (IPNOYT) = Apneli ([PNCLAY g offine in states,
then it is stationary for the corresponding game with IS IfNCL’i and essentially
unique in the class of policies affine in states.

(vi) Let (yPnesst ypnesi2y pe any PL-SPE policy pair for a game with IS IfNCS’i,
which is affine in actions. Then, AP (I7NON) = yPmesi([PNSSA) polds P-
a.s. for alli€{1,2} and allt €T (affine PL-SPE policy pair for games with
IfNCS’i are essentially unique).

(Vll) PL-SPE policy pairs (Vpncl,l’,ypnél,Z)’ gvpncs,l’,ypncs,?)’ and (,.),dpncs,l7
ydenes2) for o game with ISs I} N5, ITVST o PPN gehieve the value
of expected cost as that under (yPmobl APnob2) for the corresponding game.
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Proof. The proof is provided in Appendix A. 0

6.2.1. Multistage stochastic teams. In this section, we introduce a new re-
duction concept building on the one introduced by Witsenhausen (called independent-
data reduction) [37, section 2.4] and another one in [33, section 3.2]. The underlying
idea is to view DMs acting in a sequence with increasing information as a single player
with a larger action space. This facilitates our optimality analysis.

Assumption 6.2. For every i € N and every t € T, there exists a probability
measure @y on Y} and a function ¢} such that for all Borel sets A = Hij\;Al with
AteYi,

N
i=17 4"

R 1:N 1:N 1:N 1:N
where Hy := {20, vpii" 1, Woi—15 Yoit—1, Ugit—1 ) -

Let P be the joint distribution on (wg, zg,w,v,u,y), and let p be the fixed joint
distribution on (wp, o, w,v). Let z := 25N and 2° = zész1 for z = u,y,w,v and
i € N. Hence, under the preceding change of measure (6.3), there exists a reference
distribution Q such that

~ dP ~
(6.4) P(B) = dTQ(dwo,d:ng, dw,dv, du, dy),
B
N T-1 N _
(65) @(dw07 dea dﬂ) dy) d@v dg) = :u’(dw07 dmOa dﬂ7 dy) H H Qi (dy;)l{'y} (yz)edu;}7
t=0 i=1
dﬁ o 0,0 1:N 1:N 1:N 1I:N
(6.6) == H G4 (Yt W05 05 Voip - 15 Woit— 15 Yoit—15 Uoit—1)-
dQ 2o
Assumption 6.3. For every i € N, there exists Qi such that for every Borel set B
~ dP ~
(6.7) P(B)= | —Q(dwo,dz,dw,dv,du,dy),
B dQ -

N
@(dwo7 dzg, dw, dv, du,dy) := H @i(dui7 dy’, dw")p° (dwy, dxg).
i=1
DEFINITION 6.3 (independent-data and PL-wise (partially) nested inde-
pendent reductions). Consider a multistage stochastic team PYt with a given IS.
We introduce the following two playerwise reductions for it:
(i) (Independent-data reduction) Let Assumption 6.2 hold. An independent-data
reduction is a_change of measure (6.4) under which the measurements have
distributions Q%, and the expected cost function can be written as follows:

T—1
(6.8) J(v):= E% Z ct(wo,a:t,u%:N) +cr(xr)
t=0

:E% [é(wo, o, w, v, u, y)]

where the new cost function is ¢(wo, o, w, v, U, y) := [Zz:ol ct(wo, m,uiN) +
dP .

cT(xT)]T. The team problem under this static reduction can be viewed as
the one I;%at Witsenhausen referred to as a static problem with independent
data [37].
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(ii) (PL-wise (partially) nested independent reduction) Let Assumption 6.3 hold.
PL-wise nested independent reduction is a reduction under which for each
PL' through t € T, the IS is nested (i.e., o(y;) C o(yiy1)), and J(v) =
E%[c(wo,g, y,@)%]. If for each PL! through t € T, the IS is only partially
nested, the reduction is called a PL-wise partially nested independent reduc-
tion. O

We note that one scenario where the PL-wise (partially) nested independent re-
duction arises is when each player has a nested private IS and the PI reduction can
be applied through players (or only through dynamics and not necessarily for obser-
vations through time) such that under the reduction, Assumption 6.3 holds. We also
note that the independent-data reduction does not require the IS to be nested, and on
the other hand, the PL-wise (partially) nested independent reduction does not require
Assumption 6.2 to hold. In particular, the PL-wise (partially) nested independent re-
duction can be applied even in the presence of common noise (or common random
shocks to all players through states or dynamics) without any further assumptions
on the noise processes or the structures of the dynamics and observations. Fur-
thermore, the PL-wise (partially) nested independent reduction also allows noiseless
control and/or state sharing through time for each player (where y! = hi(zd.;, ud.,_1))-
Later on, in Corollary 6.4, we show that PL-wise pbp optimal policies for (multistage)
dynamic teams remain PL-wise pbp optimal policies for the teams under independent-
data and PL-wise (partially) nested independent reductions; however, DM-wise pbp
optimal policies only remain DM-wise pbp optimal policies under independent-data
static reductions and not necessarily under PL-wise (partially) nested independent
reductions.

The following corollary to Theorems 3.1(i) and 5.1 establishes connections be-
tween PL-wise and DM-wise pbp optimal policies of dynamic multistage teams and
those under independent-data and PL-wise (partially) nested independent reductions.

COROLLARY 6.4. Consider a multistage stochastic dynamic team P\.

(i) If there exists an independent-data static reduction, then v* is a PL-wise
(DM-wise) pbp optimal policy for PYL if and only if it is a PL-wise (DM-
wise) pbp optimal policy under independent-data static reduction.

(ii) If there exists a PL-wise (partially) nested independent reduction, then, ~
is a PL-wise pbp optimal policy for PYL if and only if it is a PL-wise pbp
optimal policy under PL-wise (partially) nested independent reduction.

*

Part (ii) is not necessarily true for DM-wise pbp optimal policies, that is, al-
though PL-wise pbp optimal policies for (multistage) dynamic teams remain PL-wise
pbp optimal under independent-data and PL-wise (partially) nested independent re-
ductions, DM-wise pbp optimal policies only remain DM-wise pbp optimal under
independent-data static reductions.

Proof. Part (i) follows from Theorem 3.1, and the fact that the independent-data
static reduction is PI. Part (ii) follows from the fact that in the PL-wise (partially)
nested independent reduction, following from Assumption 6.3, the team problem can
be static through players via PI static reduction, and hence, every PL-wise pbp opti-
mal policy will be PL-wise pbp optimal under the reduction (since fixing policies of
other players, a PL-wise pbp optimal policy is globally optimal for the player through
time which will be PL-wise pbp optimal under PI, PD static reductions, and SMCS
reduction). o
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7. Connections to results from the stochastic games literature.

7.1. Connections to results on LQG ZS DGs with a mutually quadratic
invariant IS [15]. A notable reference here is [15], where a result similar to Corol-
lary 4.4 has been established toward the connections of PL-SPE of P2 and P3¢ for a
specific class of LQG ZS DGs with mutually quadratic invariant ISs. In the following,
we summarize the relevant results of [15] and discuss connections to the results of
Corollary 4.4. We are given a linear state dynamics: z;11 = Az + Blu% + Bguf + wy,
where zg ~ N(0,%g) and w; ~N(0,3;) are independent, with 3; > 0, which can also
be expressed as (in compact form) & = H( + Dyu' + Dou?, where ¢ := {x, wo.7—1},
x := {zo.r}, and u® := {ui ,_,} for i = 1,2 with appropriate dimensional matrices
H, Dl, and DQ.

Let PL! be the minimizer, and let PL? be the maximizer with the cost function
given by th:ol o, Myxy + (up)' Riu} + (u?) RIu? + ot Mrazr, where z) denotes the
transpose of x4, and R} and M, are appropriate dimensional symmetric matrices for
alli=1,2 and t € {0,..., T}, where R} are positive-definite and M, are positive semi-
definite. Consider causal linear state-feedback policies, taken as those with control
actions of the form u? = K'z, where K* satisfies K* € S* for i =1,2, and S’ is an al-
gebraic structure representing the information available to PL? (that is, [s;];, € {0,1}
where [s;]ps = 0 signifies that at time p, PL? does not have access to x5, with some
p,s€{0,...,T}).

Let the causal linear disturbance feedforward policies be those that map distur-
bance to actions. We note that causal state-feedback policies are closed-loop policies
(which correspond to policies in DGs) and causal disturbance feedforward policies are
open-loop policies (which correspond to policies under (PD) static reductions).

Assumption 7.1 (mutual quadratic invariance [15]). S* x §? is mutually quadratic
invariant under [Dy D] if for any (K',K?) € S' x S2, we have K'D,K' € S,
K'DyK? e S', K?D,K' € 82, and K2Dy,K? € S°.

We note that quadratic invariant IS is equivalent to the partially nested IS [28],
and hence, this setting can be considered as a special case of the setup introduced in
section 6. Also, [15, Theorem 2 and 5] have shown that if (Q*!,@*?) is the unique
disturbance feedforward PL-SPE, which is also linear, then the policy pair (K*!, K*2)
obtained via

) ] = (e [3] o o) [3]

provides a unique linear state-feedback PL-SPE in the class of linear state-feedback
policies. Moreover, the policy pair (u! = K*!x,u? = K*?x) remains PL-SPE if the
players are allowed to use state-feedback nonlinear strategies. The proof builds on first
showing that linear stationary state-feedback and disturbance feedforward policies
satisfy (7.1), and then using the uniqueness and linearity of disturbance feedforward
PL-SPE to establish the result.
e By the fact that the mutually quadratic invariant condition implies partial
nestedness [28], since for the LQG ZS DGs with a partially nested IS, PL-
SPE under the PD static reduction is unique and linear, Corollary 4.4(vi)
leads to [15, Theorem 2 and 5]. Moreover, Theorem 4.1 and Corollary 6.2
generalize [15, Theorem 2 and 5] to ZS DGs with continuously differentiable
cost functions satisfying Assumption 4.1.
e In view of Theorem 4.1, one can conclude that the result of [15, Lemma 1]
(showing that (7.1) holds for linear stationary state-feedback and disturbance
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feedforward policies; see [15, eqs. (16) and (17)]) holds because of the convex-
ity and regularity of the cost function, and the fact that the PL-SPE under
the PD static reduction for LQG games with a partially nested IS is unique
and linear.

e Finally, Proposition 3.1 had shown the gap between PL-NE of NZS DGs and
their PD static reductions, which explains the counterexample in [15, section
V. A] for LQG NZS DGs with a partially nested IS. Theorem 3.2 introduces
sufficient conditions under which some positive results can be established for
NZS DGs (Assumption 3.2).

7.2. Multistage LQG NZS DGs with one-step-delay sharing and one-
step-delay observation sharing ISs. In this section, we consider multistage LQG
NZS DGs with one-step-delay sharing and one-step-delay observation sharing ISs, as
introduced and discussed in [3]. Consider the class of N-player LQG NZS DGs with
state dynamics given by z¢41 = Az + Zil Biut + wy, where A; and B! are appro-
priate dimensional matrices and {w;}; are zero-mean mutually independent Gaussian
random vectors also independent of a zero-mean Gaussian random vector xg, the ini-
tial state. Observations of each player over time are defined by y! = Hiz; + v}, where
H} is an appropriate dimensional matrix, and {vi}; are zero-mean mutually indepen-
dent Gaussian random vectors, and also independent of {w;}: and xg. Covariances

are assumed to be positive definite. Let y, :=yg" and ug, = ug;" .

The expected cost function for player i is defined as J*(y) := E| ;":Ol(xiQféxt +
E;-V:l (ul) R "l )+ Miap]. Let the corresponding observations under the PD static
reduction be as follows: yfl = f[,f(, where ¢ := {zg,w, vV}, and I:It’ is an appropriate
dimensional matrix which can be obtained recursively. Let QS: = (ygz’t1 Yoo ,ygj,fv ).

Consider the following partially nested ISs: One-step-delay observation sharing:
1P .= {¥.,_,-vt}; One-step-delay sharing;: I0bs .= {¥g.,_1>Uo0:—1:Y4}; One-step-
delay observation sharing under the PD static reduction: IZ"SDOS = {yg:t_l,yf’i};

One-step-delay sharing under SMCS reduction: IZ’SDS = {gg.t_l,yts’iaﬂo;t_l}.

THEOREM 7.1 (see [3]). Consider the class of LQG NZS DGs introduced above.

(i) [3, Theorems 4 and 5] If the IS is I"°°° for allt € T and i € N, then under
some sufficient (contraction) conditions on the cost functions of players (see
[3]), there exists a unique PL-NE, which turns out to be linear (affine if the
random vectors have nonzero-mean,).

(ii) If the IS is IZ’DS, then PL-NE policies are essentially nonunique [3, Example
1], which is true even when the contraction conditions of part (i) holds.

The proof builds on establishing the best-response maps in the single-stage case
as a contraction mapping in a Banach space of properly defined square-integrable
policies, where sufficient conditions for the contraction have been introduced in [3,
eq. (13)]. Crucial in this analysis is the fact that conditional expectation itself is a
nonexpansive map, which is employed in an appropriate way at every stage of the
decision process for the multistage setting (see [3, section IV]). Here, we address the
preceding class of NZS DGs under PD and SMCS reductions, and we compare our
results to those of Theorem 7.1. The following result is a corollary to Theorems 3.2
and 3.4.

CoROLLARY 7.2. Consider the preceding class of LQG NZS DGs. Suppose that
there exists a PL-NE policy 15* for such a game with IS I’ SDos, Then, we have the
following:
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(i) The policy 15* is the unique PL-NE for the corresponding game with IS
13295 “which is also affine.
11 ssumption olds, then an affine polic 18 the unique ajffine -
ii) If A ption 3.2 holds, th pl‘y’y*‘h q PL-NE
for the corresponding game with IS I}°°%° | where AP (17P9%) = 42+ (1} 5P9%)
P-a.s..
iii ere exists an affine policy v or the corresponding game wit
iii) Th ' PL-NFE poli ZSCS* h di ith
IS IPP3 | satisfying ~7 <™ (11 P°) = 42 (17°P%%) P-a.s. Moreover, if As-
sumption 3.2 holds, then 15 S+ is an essentially unique affine PL-NE under
pPs.
iv ssumption 3.2 does not ho en an affine or the corre-
(iv) If A ption 3.2 d t hold, th ffine PL-NE ~>%* for th
sponding game with IS I}’ DS , satisfying ’ys €S, M(IZ DS) = tS”(Il SDOS) P-a.s.,
is essentially nonunique PL-NE (there exist nonunique affine (and possibly a
plethora of nonlinear) PL-NEs with distinct characterizations under I, SDOS).

Proof. Part (i) follows essentially from [3, Theorem 4] and part (ii) follows from
Theorem 3.2. Part (iii) follows from Theorem 3.4(iii), and part (iv) follows from
Theorem 3.4(iv). o

In comparison to the results in Theorem 7.1, we note the following: 1) Corol-
lary 7.2(i) is essentially from Theorem 7.1(i); (2) The result of Theorem 7.1(ii) is
stronger than Corollary 7.2(ii) since Assumption 3.2 has not been imposed, and unique-
ness has been established (using the contraction condition) among all admissible poli-
cies (and not only linear ones) for the game with IS I;"°9%; (3) Corollary 7.2(iii) is a
new result compared to Theorem 7.1 as it introduces sufﬁ(nent conditions for essential
uniqueness of linear PL-NE for the game with IS I}” DS, (4 ) The counterexample show-
ing the existence of essentially nonunique PL-NE pohcies has been presented in [3,
Example 1]. Corollary 7.2(iv) suggests the possibility of the existence of essentially
nonunique affine and/or nonlinear PL-NE policies, when Assumption 3.2 fails, and
hence, offers an explanation for the negative result.

8. Conclusion. In this paper, we have studied (equivalence) connections be-
tween NE of DGs and their reductions. We have discussed these connections under
three classes of reductions: policy-independent, policy-dependent static, and static
measurements with control-sharing.

Appendix A.

A.1. Proof of Theorem 3.1. We first recall sufficient conditions for the Bayes
Formula (e.g., [17, p. 216]) which is used in the proof of Theorem 3.1.

LEMMA A.1. Consider a probability space (Q ]-' IP) where P is absolutely contin-
uwous with respect to some probability measure Q Given a sub o-field G C f and a
random variable X on the probabzlzty space, which is integrable (Ep[|X|] < o0), then

the Bayes formula holds, that is, P-a.s Es 5[ X[0] = EglX dP\Q]/E [ Q|Q].

Proof of Theorem 3.1. Since policies do not change under the reduction, the result
for NE policies follows from (2.7). Next, we prove the result for stationary policies.
Let ~* be a stationary policy for P. In the following, we show that if v* satisfies
(3.1)Tthen it is also stationary under a PI static reduction. Since v* is a stationary
policy for P, using Lemma A.1, N

ix Tk [ 1:N , 1:NY|,i
0=V B e oMy = v, { 22 Pl 7y b pas
k " g LIl
Q Lldgl¥k
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at ui =~ (yi), where the second equality follows from Lemma A.1. Hence,

(A1)

e N\ e [dP, i [dP 1\?
Vi ~3 1:N 1:N 7 Vi 1 Vi 1
{(V%E@ [ (wo,u™ ™,y )|yk]>EQ |:dQ|yk:|/<EQ {d(@k%} )
i ' . ; —i [dP | —is [dP 2
*E&k € (WO,UI'N,yl‘NNyk] <Vu;cng Ll(@lyk} >/<E&k [dek] ) }0

at ut =~*(yi). Since v* satisfies (3.1), the second line of (A.1) is equal to zero P-a.s.
Since % >0 P-a.s., the first line of (A.1) must be zero P-a.s., which implies that ~*
is a stationary policy for P under PI static reductions. For the converse statement,
suppose a policy v* is stationary for P under a PI static reduction and satisfies (3.1).
Then, (A.1) is equal to zero P-a.s., which implies that v* is a stationary policy for
P, and this completes the proof. N 0

A.2. Proof of Theorem 3.4.

Part (i): This follows from Theorem 3.3 since the SMCS reduction (2.14) is PI, and
the cost function remains unchanged under the SMCS reduction. For the
connections between stationary policies, we have P-a.s.,

(A2) 0=V, E|c(wo, (0% %) uh) ) (i
k &= g i _ . D.CS* DCS
up =y (W)
S,CSx S,CS i S,CSx /. S,CS
= vuiE |:C <w0a (1_ (y i,— ) )> yz k> 7],(1 k) (y\L(z k)>:| ; 'ys Csa (ys CS)
=Yk Yik

=V b [C (wo, (jifs,*k(yifik) Z)) yffs} :

) S,CS% [, 5.CS

“k Yik (y i,k)

The second line of (A.2) follows from the relation (2.14) since the SMCS
reduction satisfying this relation is PI. The third line of (A.2) follows from
Assumption 2.2 since there is a bijection between yP, and yzs &, and this com-
pletes the proof. 7 7

Part (ii): Let 4°* be a PL-NE policy for PR, and let vP<5* € TP be such that
for all i € N and k € TE?, VZD,’;(yEk) = 'yPkCS*(yPkCS) for all wt(k) P-as.
A representation of policy 7D G g ’yD* itself, where the extra information
u*(®F) has not been used. In the following, we show that ¥°* is also a PL-NE
for 77,\,655 Suppose that it is not; then there is an index i € A" and a policy
B, €T (with (8;,7%%) e TP CS) such that

(A.3) E{ci (wo,WDﬁ(yD ), 8 (y?mﬁ*(yu))ﬂ <E[Ci (“O’VD:(yDi)’V?*(y”D)H'

Since for a policy (B",4P%) € PSS there exists a policy (’7?,7'3*) € I'P such
that u* = @' (yZD,'yB* WD) = ﬁZD( yP) P-as. We note that v°* remains un-
changed since the construction = D.CS* from 7 * is independent of policies and
only depends on actions which remain unchanged by the construction. Hence,
(A.3) contradicts the assumption that v°* is a PL-NE for 73,\'?25. Similarly,
we can show the connections hold for DM-NE and stationary policies as well,
and the negative result follows from Example 2.
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Part (iii): Let v5* be PL-NE (DM-NE, stationary) for PJs, and let a policy v>* €

IS be such that for all i € N and k € TE?, 8% (y8,,) =775~ (75°) P-a.s.
A representation of policy ZS'CS* is ZS* itself, where the extra information
u*(**) has not been used. Similar to part (i), ¥°* is also a PL-NE (DM-NE,

stationary) for Pa'zcss. B O

A.3. Proof of Corollary 4.4. Part (i) follows from Theorem 4.2(iii) and Propo-
sition 4.1(ii). Now, we show part (ii). Suppose that a policy pair (v3*,75*) is
the strongly unique PL-SPE for P§§ Following from Theorem 4.2(iii), (v3*,~3*)
is also PL-SPE for Pg‘scs. Let (v3*,75%*) be any other PL-SPE for P3:=°. By
the ordered interchangeability of multiple pairs of PL-SPE policies of (P;g ), pol-
icy pairs (v3*,v5*) and (y7°*,43*) are PL-SPE for /P;SCS. Since the IS is par-
tially nested, there exists a policy pair ('7“;’*,'73*) € I'S (which is also unique since
the static reduction representation of any control-sharing policy is unique) such that
Y (W3) =7 () P-as., and J(377,73%) = J(77*,73%). We note that the
representation of 43* remains unchanged for (»7?*,73*) since it is independent of the
precedent policies. But since J('yf’cs*,'yg*) =J(¥3*,73*), and 43* is the unique best
response to v3* under the policy dependent static reduction (in 1"5)7 the policy "ﬁ’*

must be identical to 4$*, which implies that 3 * (y7) = ~3*(y3) for P-a.s. Simi-

larly, we can show that v5%*(y5' ) = ~3(y3) P-a.s. Since a policy pair (v3',75'®)
is an arbitrary PL-SPE for Pg”scs, the proof is completed. Part (iii) follows from
part (ii) and Theorem 4.2(ii). Part (iv) follows from Theorem 4.2(iii), and part (v)
follows from Theorem 4.2(iii)(iv) and the ordered interchangeability property of mul-
tiple pairs of PL-SPE policies of P;SCS. Part (vi) follows from Theorem 4.1 and the
ordered interchangeability property of multiple PL-SPE policy pairs since Condition

(C) holds.

A.4. Proof of Corollary 6.2. Part (i) follows from Theorem 4.2(ii)(iii), and
part (ii) follows from Theorem 4.2. Parts (v) and (vi) follow from an argument similar
to that used in the proof of Corollary 4.4(v)(vi) using Theorem 4.1(i). In the following,
we prove part (iii) and part (iv). We use a similar argument as that of [2, Proposition
2] and [4, p. 300] with a slight change of argument since we have a stochastic game.

Part (iii): Fix policy of PL? to 4/2; then, we have ;41 = fi(@,ul,w;) and
JSTO (yeresly = Elép(xp) + ZtT;Ol ¢(xz¢,ul)], where f, and & are known to
PL! since under [tc EN‘CS’i, PL! has access to the history of actions and obser-
vations of PL2. From standard stochastic control theory, since the problem is
a Markov chain for PL!, we know that for the above problem for PL!, there
is no loss in restricting policies to be pure-feedback (Markov), and hence, a
globally optimal policy under Itc EN.CS:¥ 55 of pure-feedback form, and it can
be obtained by dynamic programming. Following from the hypothesis that
(v/1,4F2) is the strongly unique policy in the class of feedback no-memory
policies, the best response of PL! to 472 for PL? is 4/>!. Similarly, by fixing
the policy of PL! to 47!, the best response of PL? to ~/! for PL! is /2.

Hence, (y/!,472) is PL-SPE for games with I-="",
To show the essential uniqueness, first suppose that there exists another
essential nonunique PL-SPE policy pair (§%°*,5%°?) for a game with IS
Itc EN.CS.3 By the ordered interchangeability property of multiple pairs of PL-
SPE policies, we have that (v/1,5%°?) and (5°°*!,4/2) are also PL-SPE.
But by fixing policies of PL? to 4/>? and using standard stochastic control
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Part (iv

.
2] T.
3] T.

[4] T.

[5] T.
6] E.
7 T.
8] T.

[9] V.
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theory as above, every globally optimal solution for PL! is obtained by dy-
namic programming (we note that not all the representations of globally opti-
mal solutions are obtained by dynamic programming). Also, following from an
argument similar to that in [31, Theorem 4.1], all other representations 4% !
of the pure-feedback globally optimal policy for PL! are globally optimal for
PL! by fixing policies of PL? to 472, and hence, they all are best responses to
~72. Hence, since the pure-feedback PL-SPE policy pair is strongly unique,
any best response of PL! to 472 must be a representation of /!, which
implies that 40 (ICENSY) = A1 (1F%) Poas. i€ {1,2} and t € T, and this
completes the proof of the first claim. To prove the second claim, we first note
that there exists a pure-feedback representation of ( ecs,l yecs.2) “and this
representation is admissible for the game with IS I Denote this represen-
tation by (y°1,y2), where 4 (IFEN 1) = °l z(ICL ) P-as., i€ {1,2}.
But (y¢hl, < 2) is also PL-SPE for games with I L since if it is not then,
for i=1 or i =2, we have for B¢ Ji(yb1 ~ch2) > Ji(B°h—¢ ~4cbi) and this
contradicts the fact that (v 1,’7°l 2) is PL-SPE for the corresponding game

Wégll\} CISS ICEN €S (since (Bd’_i,’yd*i) is an admissible policy for games with
I i

): Followmg Theorem 4.2(i), a policy pair (5°°,5%°?) is PL-SPE for a
game with IS ItCEN ‘54 if and only if (Fo0® 1,’?“ 0¢$:2) is PL-SPE for the cor-
responding game with IS ICEN 0CS,i wi th c cs,i ICEN S,i c ocs,i ICEN 0CS,i

P-a.s. Hence, following part (iii), we have 'yC ocs:i pCEN. O(t'SZ = Al

P-a.s., which implies that (§%°°! §%°%2) ig essentlally unlque under IS

ItCEN'OCS ‘. For the second claim, by hypothesis, there exists an OL PL-SPE

policy pair (y©°P1 4¢°P2) for a game with IS ICtCEN OPi " Since by Theo-
rem 4.2(iii), (y©°P1,44°P2) is PL-SPE under IS I7"9“> by the first claim

of part (iv), we have &P (ICENOP) — o Fi(fF l) P-as. Slnce all represen-
~c,cs,l s~c, 052 c,op,1 Ac,op,2)

tations of (¥ ,9¢7) admit a unique OL representation (4“7, 4
(yeop:t 4oP:2) is unique under IS ItCEN’OP’Z.
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