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Review Question 1: What is a Nash equilibrium? Why would strategies that do not constitute a
Nash equilibrium be an unlikely outcome of a game?

Ans: Nash Equilibrium is situation that each player plays best response given whatever
strategy other players are playing. Since, under perfect information format, the Nash
Equilibrium is situation where all players achieve best response for self-interest given the
strategy chosen by others, the strategies that do not constitute a Nash equilibrium simply lead
to non-best response for each player which won’t be the choice chosen in the situation that
other better responses yielding Nash Equilibrium is available. Also, it is self-enforcing
mechanism as each player maximizing their self-interest will expect others to choose Nash
Equilibrium as well leading to all players play strategy under Nash equilibrium.

Review Question 2: What is special about the prisoners’ dilemma game? Is every game
presented in this chapter a prisoners’ dilemma?

Ans: Prisoners’ dilemma game is situation where there exists conflict between collective
interest and self-interest of individuals in a way that pursuit of self-interest leads to actions
deteriorating collective interest of them. Most of the games presented in this chapter is
prisoners’ dilemma.

Review Question 3: What is the difference between a dominant strategy and a dominated
strategy? Why would a player in a game be unlikely to choose a dominated strategy?

Ans: Dominant Strategy is a strategy that is better than any other a player might choose,
no matter what strategy the other player follows, while Dominated Strategy is strategy such
that the player has another strategy that gives a higher payoff no matter what the other player
does. Players in rational frame will maximize their pay-off, and the very concept of dominated
strategy is that there is a better choice than itself, so players simply choose any strategy that is
not dominated one.



6104640542

,'4 6 ) Kirin

¥630 ¥660 ¥690 ¥720

¥630 | 180,180 | 184,178 | 185J175 | 1864173

oy Y660 [ 7880 enfies | 192)182 | 194]180
T ve90 | #EIe—3e330330thor | 198]190

11111 EP-V-NE V-1 EP-V-NE -V~ EP-wa E7N
¥720 173, 10U 10V, 175% 17U, 170 17037170

a) Aschi and Kiin  dont have doninant s*vmlegg.
b) Aschi has ¥ 310 as donineled sholegy 4o ¥ en0
ivin  hos ¥ 320 as doninabed s&dgg b ¥ew Y
¢) Rschi and Kivin dhen have ¥ 610 as doninated slvc‘ew o ¥ 660

d)
e)
1445) b
Columbia Pictures pis prob. el Cony  choox Beta, g is prob. $et  Colunbis
Beta VHS
q -4 cheoss  Bela
Sony BT 2010 | 0,0 |E,bdiTx gog
VHS +p 0,0 10, 20
Es(VH31 = foci-g) « 10-4o0g
EcC8elads top €, (vus): 20-20p
o Bony ploy Bcde i E,[Bhd >ECvHn ;. Colunbia play Behe i € C8sbe] > € CvHs]
(p21) 2094 > 10-1i0q, €¢q21) {op > 20-20p
4> 3 P >3
5‘”9 p|ay VHs it EsLBehd < E,CvHs) Colunbis p\ey Vhe il E:C&h-,] < E,Cvus]
(pro q'<':l,' (q:0 p < 2/3
30»5 is indifferent b Bk LVus if EjlBehad 2 E,CVHs) Colunbia is indifferent bs cheices i E.CBate] = E,CvHsT
cpecon) g1 q€ o) pei

4 Sot Rupomse  of  Colunbio
1 / Besk  Rerpoms of 50»5
LN
3
L SoRp! o Thete is  Mined Shradegy Nash Equi.:ilriun
) . : ? A" p: Smg p'&i’i‘, d e'\usins Bde » = and
‘3- :";' 3 q9: Colunbia pnhlil, d o'msins Bl - %

and  Pure S{nkgg Nwsh Equilibriuns  when
1. 8ohb Sony and Colunbia chex Bdda or
1. 84 ny and Colunbia chesac VHS.



6104640549

14,23) XYZ
High Fiber Sweet
Sweet 50, 60 30,40
ABC . . =
High Fiber 20, 30 40, 60

e) en'nu”unemls noving,  bofh fim  womd  hove unique Nosh equilibriun , s when ABC choose sweed, XY2
will choose  Migh fber o5 besb vesporse | and vhen ABC choos Migh kber, X7z will chesss Shect os best respome,
where  ABC il have Lo sare best veaponsc gien XYZ choice .

b) Asc ABC  has ‘fiu“-nmr advan*age os it sd- He  higher poyoft
suwl-/ \u.',l, $iber fror  possible  Nash equilibrions by
7\ / ABC  fut chesse uect ,J"-en XYZ  chos  High dbee

swet ‘\ig‘n fibe. 3“;{- “|9h JIbeY
(%) (&) (& 10)

¢ /XYE\ XY¥Z  has no Fint mover advon*h,e as e ya\,-o‘” is the
sueut uigh Hiber scre o dl possible  Nosh equilibrivns ; henee , sequn"iol now
7\ l \ ewuley yield #e  seme Mv-o“ o sinvlfancan  mow.

swet high fibe. et "igh fiber
R R ¢



