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We study the evolution of pricing behavior in a networked oligopoly market,
in which firms who are on vertices of a network compete with only their neighbors. The theory of
industrial organization predicts that every firm charges the competitive price in a non-networked
market. We show in our networked market, a collusive price is evolutionary stable under weak
selection. The results suggest that collusive pricing prevails in a large market if and only if it
is networked.

We also study what coalition formation behavior in a 3-person ultimatum game evolves. Traditional
game theory predicts the largest and efficient coalition with a proposer exploiting most of the
total value. However, our stochastic evolutionary selection favors the formation of a two-person
subcoalition if and only if its coalition value exceeds a high proportion of that of the largest
coalition, resulting in economic inefficiency and social exclusion.
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