



Game of Chicken. Consider the Game of Chicken depicted in the figure below, in which two players driving their cars against each other must decide whether or not to swerve.

	
	
	Player 2

	
	
	Straight
	Swerve

	Player 1
	Straight
	
	

	
	
	0, 0
	3, 1

	
	Swerve
	
	

	
	
	1, 3
	2, 2

	
	
	
	




a. Does Player 1 have a strictly dominant strategy? What about Player 2?

b. What are the best responses for Player 1? And for Player 2?

c. Can you find any pure strategy Nash Equilibrium (psNE) in this game?

d. Find the mixed strategy Nash Equilibrium (msNE) of the game. [Hint: denote by p the probability that Player 1 chooses Straight and by (1 − p) the probability that he chooses to Swerve. Similarly, let q be the probability that Player 2 chooses Straight and (1 −q) the probability that she chooses to Swerve.]


e. Draw a figure with probability in the horizontal axis and probability q in the vertical axis to depict each player’s best response function. Make sure to identify the psNEs you found in part (c) and the msNE you found in part (d).

f. Consider now that the game is sequential, with Player 1 choosing between Straight or Swerve as the leader and Player 2, observing Player 1’s choice, responds with Straight or Swerve. Find the Subgame Perfect Nash Equilibrium (SPNE) of the game. Interpret why the SPNE of the game differs from the msNE you found in part (d).
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