
Problems for the ninth seminar:
Incomplete information in static games
ECON3200 Microeconomics and game theory – Fall semester 2013
Solutions to the problems will be presented during the seminars 11—13 November

2013.

Problem 1 (Strict dominance and best response)
Consider the following normal form game, where player 1 can choose among

the strategies a, b, c and d, and player 2 can choose between the strategies e
and f . Only player 1’s payoff has been depicted, as player 2’s payoffs do not
matter for the questions posed.

Variant (i)

e f

a 2,− 1,−
b 1,− 4,−
c 2,− 3,−
d 3,− 0,−

(a) Which strategy/ies for player 1 is/are strictly dominated? For each such
strategy, specify how it is strictly dominated.

(b) Which strategy/ies for player 1 has/have the property of being a best
response to some belief about the behavior of player 2? For each such
strategy, specify a belief to which the strategy is a best response.

Problem 2 (Bayesian normal form)
Consider the following two normal form games. Assume that only player 1

knows which game is being played, while player 2 thinks that the two games
are equally likely.

Game 1

L R

U 0, 0 4, 2

D 2, 6 0, 8
Game 2

L R

U ′ 0, 2 0, 0

D′ 2, 0 2, 2
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(a) Model this situation in an ex ante perspective by specifying the Bayesian
normal form.

(b) For the Bayesian normal form found in part (a), determine a Nash equi-
librium. Is there more than one Nash equilibrium?

Problem 3 (Bayesian normal form)
Consider the following two variants of a battle-of-the-sexes game. The

game at the top —variant (i) —is of the usual kind where both players wish to
meet each other, while the one at the bottom —variant (ii) —has the unusual
feature that 1 wishes to avoid 2.

Variant (i)

O M

O 3, 1 0, 0

M 0, 0 1, 3

Variant (ii)

O M

O′ 0, 1 3, 0

M ′ 1, 0 0, 3

(a) For each of these games, determine the set of (pure) rationalizable strate-
gies for each player, and the set of pure-strategy and/or mixed-strategy
Nash equilibria.

(b) Assume next that only player 1 knows which game is being played, while
player 2 thinks that the two games are equally likely. Model this situation
in an ex ante perspective by specifying the Bayesian normal form.

(c) For the Bayesian normal form found in part (b), determine the set of
(pure) rationalizable strategies for each player, and the set of pure-
strategy and/or mixed-strategy Nash equilibria.

Problem 4 (Rationalizability in incomplete information games)
Watson Exercise 26.3

Problem 5 (Differentiated duopoly)
Watson Exercise 26.5
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