
EconS 503 - Microeconomic Theory II
Homework #1 - Due date: Monday 27th, in class.

1. [Equilibrium predictions from IDSDS vs. IDWDS] While the order of deletion
of dominated strategies does not a¤ect the equilibrium outcome when applying IDSDS,
it can a¤ect the set of equilibrium outcomes when we delete weakly (rather than
strictly) dominated strategies. Use the payo¤ matrix below to show that the order
in which weakly dominated strategies are eliminated can a¤ect equilibrium outcomes.

Player 2

Player 1

L M R
U 2; 1 1; 1 0; 0
C 1; 2 3; 1 2; 1
D 2;�2 1;�1 �1;�1

2. [Dominated strategies in a bargaining game] Consider a sequential-move bar-
gaining game between Player 1 (proposer) and Player 2 (responder). Player 1 makes a
take-it-or-leave-it o¤er to Player 2, specifying an amount s = f0; 1

2
v; vg out of an initial

surplus v, i.e., no share of the pie, half of the pie, or all of the pie. If Player 2 accepts
such a distribution Player 2 receives the o¤er s, while Player 1 keeps the remaining
surplus v � s. If Player 2 rejects, both players get a zero payo¤.

(a) Describe the strategy space for every player.

(b) Provide the normal-form representation of this bargaining game.

(c) Does any player have strictly dominated pure strategies?

(d) Does any player have strictly dominated mixed strategies?

3. [A unique strategy pro�le surviving IDSDS must also be a NE] Consider a
n-player game of complete information in which we �nd that there is only one strat-
egy pro�le s� = (s�1; s

�
2; � � � ; s�n) surviving the iterative delection of strictly dominated

strategies (IDSDS). Show that such strategy pro�le must also be the unique Nash
equilibrium of the game.

4. Exercises from Tadelis:

(a) Chapter 4: Exercises 4.3, and 4.7.

(b) Chapter 5: Exercises 5.1, and 5.9.
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