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In general let there be m contractors and » subjects
of contract, n variables. Then by the principle (3)
[above, p. 23] the state of equilibrium may be con-

sidered as such that the utility of any one contractor
must be a maximum relative to the utilities of the other
contractors being constant, or not decreasing ; which
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the central assumption in this paper.’ It can be justified by the limited

rationality of the agents participating in the mechanism. There 1s convincing
experimental evidence that the representation of preferences over uncertain
outcomes by VNM utility functions 1s inadequate (see, e.g., Kagel and Roth

[ 11]). One interpretation of this literature 1s that the formulation of rational

preferences over a given set of lotteries 1s a complex process that most agents

do not engage into if they can avoid it. An ordinal mechanism allows the

participants to formulate only this part of their preferences that does not

require to think about the choice over lotteries. It is genuinely simpler to
implement an ordinal mechanism than a cardinal one.
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