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Instruction:

1) Attempt all questions.
2) You may study and discuss in group but you have to write up your

solutions independently and by handwriting only. Copying and/or
Plagiarism is considered as a serious crime in academic arena and
it will not be tolerated. If detected, all parties involved receive
‘zero.’

3) If you have any questions, please feel free to email me at
pongpalin@econ.tu.ac.th

 
Game Theory (CH 14)

 
Please attempt the following questions from your Textbook (available
on Moodle).
The questions are on Page 597 onwards.
 
Review Question 1 ​ ​Briefly Explain
Review Question 2 ​ ​Briefly Explain
Review Question 3 ​ ​Briefly Explain
 
Problem 14.6
Problem 14.15 ​ ​Answer only Sub-Question (b), i.e. find MSNE.
Problem 14.23
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And. Nash equilibrium occurs when the player choose strategy that provide a highest payoff
, given the strategies chosen by the other players in the game .

If players choose strategy that do not constitute the Nash equilibrium ,
the players could

choose another strategy that increase their payoff given the strategies chosen by the other players .
Since plyers could increase their payoff by choosing othe strategies , strategies that

do not constitute a Nash equilibrium are an unlikely outcome
.

And. A prisoners
'

dilemma game show the conflict between self - interest and collective - interest
.

The chicken is special because it has multiple Nash equilibrium .
In each Nash equilibrium , one player

chooses a cooperative strategy while the other player choose a non - cooperative strategy .

The different between the prisoners
' dilemma and children game is that in the prisoners 's dilemma

both players have a dominant strategy to confess
,
and by choosing this dominant strategy , both players receive

a payoff worse than if they both choose to not confess
.

And .
A dominant strategy is a strategy that is better than any other strategy the player
might follow no matter what the other player does . A player has a dominated strategy
when it has other strategies that give it a higher payoff no matter what the other

player does . A player would be unlikely to choose a dominated strategy because the player
could always improve his payoff by choosing another strategy regardless of the strategies
chosen by the other players .
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a.1 Dominant is a strategy that is better than any other strategy
that a player might choose

,
no matter what strategy the other

player follows
.
Both Kirin and Asahi don't have dominant strategy

because it is better off for Asahi to sell ¥630 if Kirin sell

at ¥630
,
but Asahi better off to sell ¥660 if Kirin sell ¥690

.

b.I Dominated is a strategy such that the player has another

strategy that gives a higher pay off , no matter what the other player.
In this game , Asahi has a dominated at ¥720 and Kirin has

a dominated at ¥720 as well
.

No matter what Kirin does
,
Asahi will

not sell at ¥720 and no matter what Asahi does
,
Kirin will not

sell at ¥720 .
If neither player will play these dominated strategies,

¥720 can be removed from the table
.

Cred hi light in the table )

d.I Another dominated : Asahi has a dominated at ¥690 and Kirin has a dominated at ¥690 .

d.) Since we eliminated another dominated strategy ,
both player have dominantstrategy which is at ¥630 .

e.) Nash equilibrium in this game is ( s':saw , Sth;n.nl = (¥630
,
¥6301
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a.I Both Sony and Columbia Pictures do not have dominant strategy
There are 2 Nash equilibrium : ( Beta

,
Beta )

,
( VHS

,
VHS't

b . ) Tg Tic. I -Tld

-

I-ITS

Sony set probability of playing Beta = Tls.

"- " VHS = I - Tls.

Columbia set probability of playing Beta = Thi

H- " VHS = I - Tlc.

Playing mixed strategy : Sony choose Tls such that

Columbia 's expected IT from Beta = Columbia 's expected IT from VHS
'

10kg t ( t -Tls. ) o O = O . (Tls ) t ( t - Tls. I 20

Tls. = z
3

Sony's expected Tl from Beta = Sony 's expected IT from VHS

20Tlc, t O . ( t - Tld ) = O . Tlc. t 1011 - Tld )

Tld = I
3

Show Fsi =3 → Sony puts more prob . on the Beta that Columbia doesn't like

similarly ,
in any mixed strategy equilibrium → Columbia plays Beta with prob .

To = Ig → Columbia puts less prob. on the Beta that Sony prefers .

d.l Columbia will always choose the same strategy to be optimal
In moving first , therefore Nash Equilibrium is Sony will choose Beta

followed by Columbia choose Beta (Beta
,
Beta )
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a.) Best response for ABC' -
,
Best response for XYZ-

There are two Nash Equilibrium : ( Fargo , 59*1=150,601
(S:Bo ,

57*7 = 140,601 p move first position
ABC

'

T

b.) ABC' will want to end up in the 150,601 equilibrium XYZ • •

,
so they gain 50 million pesos instead of 60,60) equilibrium µ
that they gain only 4 million pesos . As a result , ABC

' should Eo,401 Eo, on Korol Eo, 307

move first

c.) XYZ will both gain 60 millions pesos in both 60,601 and 150,601 XYZ

•

Nash equilibrium . So it has no first mover adventage
ABC
'

•
•

(30,40 ) (40
,
60) (50, 60 ) 120,30)


