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Abstract

Implementation theory assumes that participants’ choices are ratio-
nal, in the sense of being derived from the maximization of a context-
independent preference. The paper investigates implementation under
complete information when the mechanism designer is aware that in-
dividuals suffer from cognitive biases that lead to violations of IIA, or
cannot exclude the possibility of such “irrational” behavior.

1 Introduction

Implementation under complete information is a classic problem in mechanism
design. The designer would like to implement a rule that selects acceptable
outcomes as a function of a problem’s characteristics. Unfortunately, while
commonly known among participants, these characteristics are unknown to
him. He must thus rely on their reports to tailor his selection of outcomes.
Taking into account the participants’ incentives to misrepresent their informa-
tion, what are the rules that the designer can effectively implement?
Characteristics encode participants’ preferences in standard implementa-
tion models. However, there is ample evidence in marketing, psychology and
behavioral economics that people’s choices need not be consistent with the

maximization of a preference relation. Classic examples, which have played
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