1.

In the simultaneous choice game below Frank has 5 choices (A, B, C, D, and E) while Bob has 2 choices (A and B).  If this game is non-cooperative, what is the likely outcome?  Use concepts presented in class.
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* Payoff To Bob; **Payoff to Frank


	a.
	Bob picks B, Frank picks A

	b.
	Bob picks B, Frank picks E

	c.
	Bob picks A, Frank picks B

	d.
	Bob picks A, Frank picks D

	e.
	None of the above answers is correct.


2.

The diagram below describes the interaction between two aircraft firms: Airbus and Boeing. Either firm can pick a high price or a low price for their aircraft.  The boldfaced numbers are the profit (Airbus’ profit in the upper left corner and Boeing’s profit in the lower right corner). What is the Nash non-cooperative equilibrium in this game?
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	a.
	Both firms will charge a low price.

	b.
	Airbus will charge a low price and Boeing will charge a high price.

	c.
	Both firms will charge a high price.

	d.
	Airbus will charge a high price and Boeing will charge a low price.


3.

In the game drawn below, Bob moves first and must pick either A or B.  Mary moves second and has three choices that are labeled D, E and F (if Bob chose A) and G, H and I (if Bob chose B). The numbers at the far right are the rewards for Bob and Mary in each of the 6 possible outcomes.  What is the likely outcome of this game if both Bob and Mary play optimally?
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Bob: $20; Mary $10

Bob: $30; Mary $-9

Bob: $40; Mary $12

Bob: $90; Mary $15

Bob: $70; Mary $-8

Bob: $50; Mary $-7


	a.
	Bob will pick B and Mary will pick G

	b.
	Bob will pick A and Mary will pick F

	c.
	Bob will pick A and Mary will pick D

	d.
	Bob will pick B and Mary will pick H

	e.
	None of the above answers is correct.


Essay Questions:


1.
In some sequential games it is an advantage to move first, while in others it is better to move second.  Provide a clear example of each and intuitively identify why there is an advantage to move first or second. Write your entire answer within the box below.

2.   “For the last 10 years you’ve been working in the health food business.  You have talked to many customers who have suggested a new restaurant concept. The restaurant would feature a variety of low calorie meals (under 500) made from healthy ingredients (e.g., organic fruits and vegetables and steroid/hormone free meat).  The restaurant would include a bar with an extensive organic wine list and trendy décor.  There would be an emphasis on high quality, friendly service, and colorful meal presentation.  Your customers suggest that they would be willing to pay around $50 to eat a meal and have a glass of wine at this type of restaurant.  They lament the fact that their community has no upscale restaurants that offer this type of fare. [..Some text has been removed…]

      Several friends with MBA’s argue that you would be crazy to start this business.  They claim that there are few entry barriers to the restaurant industry and that ‘every person with business training knows you can’t make money in a competitive industry.  Should you drop the idea of opening this business based on this argument?”
  Explain using concepts discussed in class and in the text.  Your answer should be contained completely in the box below. 
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