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Question 3 
 
6 points (2 + 2 + 1 + 1) 

 
(a) 2 points: 

• One point is earned for stating that north will be better for Blue Mart. 
• One point is earned for explaining that Blue Mart earns a higher profit by locating north than it 

does by locating south ($4,000 versus $1,000). 
 

(b) 2  points: 
• One point is earned for stating that choosing south is not a dominant strategy for Red Shop. 
• One point is earned for explaining that if Blue Mart chooses south, Red Shop is better off 

choosing north. (Red Shop’s best strategy depends on Blue Mart’s move.) 
 

(c) 1 point: 
• One point is earned for stating that Red Shop chooses south and Blue Mart chooses north. 

 
(d) 1 point: 

• One point is earned for redrawing the table with the correct entries: 
 

           Blue Mart 
 North South 

 
 

North 
 
   Red Shop 
 

South 

$900, $1,800 $3,000, $5,500 

$7,000, $4,000 $3,500, $3,000 
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Question 3 
 
Overview 
 
This question tested students’ understanding of oligopolistic behavior in the context of game theory.  
 
Sample: 3A 
Score: 6 
 
The student earned all 6 points for this question. 
 
Sample: 3B 
Score: 3 
 
The student lost 2 points in part (b) for incorrectly stating and explaining that choosing south is a dominant 
strategy for Red Shop. In part (c) the student lost 1 point for incorrectly stating the location of each shop if the 
two firms cooperate. 
  
Sample: 3C 
Score: 1 
 
The student earned 1 point in part (a) for correctly stating that north is a better location for Blue Mart if Red 
Shop chooses south. 
 
 


