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Suppose players 3 and 4 represent new global firms which must choose where/how they 
will operate, while players 1 and 2 represent existing firms which are already committed 
to operating in every market.  Payoffs are listed in order of the player number. 

Within each quadrant, player 1 chooses Up or Down and player 2 chooses Left or Right.  
Player 3 chooses between columns A and B, and player 4 chooses between rows X and Y. 
Each must take all of every other firm’s possible actions into account in choosing its Best 
Responses, which we will underline iteratively to attempt to find Nash Equilibria.
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Player 1 chooses Up or Down

Note that the order of payoffs corresponds with the player number
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Player 1 chooses Up or Down &  Player 2 chooses Left or Right

Note that L is a dominant strategy in Game AY but R is a dominant strategy in the other three Games
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Player 1 chooses Up or Down &  Player 2 chooses Left or Right

Player 3 chooses Game Column A or B  & Player 4 chooses Game Row X or Y
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Nash Equilibria:  (U,R,B,X) and (D,R,A,X)
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§ What are some of the reasons why governments establish 
intellectual property laws and protections for patent rights?

§ Are there drawbacks to this?
§ What are the effects on consumers?

§ Do you see any pros/cons of centralized vs. decentralized 
industry organization and implications for decision-making?
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