
Problem Set 2 Answers

1.) The payouts would be:

R P S
R 0, 0 -1, 1 1, -1
P 1, -1 0, 0, -1, 1
S -1, 1 1, -1 0, 0

There is no Nash equilibrium, no point where neither player can unilaterally improve.

For the modified game:

R P S
R 0, 0 1, -1 1, -1
P -1, 1 0, 0, -1, 1
S -1, 1 1, -1 0, 0

In this game, neither player ever plays paper. The only Nash equilibrium is for both players to play
rock, (R, R), as neither player can unilaterally improve at this point.

2.) a.) No, each player will have a best response that is dependent on what the other player does.
b.) Player 2 will never find it best to play “right,” therefore it is dominated. With that strategy
removed player 1 will never play “middle.”
c.)Once we have eliminated the two dominated strategy there are few options remaining. The only Nash
equilibrium is if (D, M) where player 1 plays down, 2 plays middle. Neither can improve unilateraly
at this strategy.
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Figure 1: Problem 3

Figure 2: Problem 4

Figure 3: Problem 5
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