Solution Keys to Chapter 14 Problems

14.1(2) Label the products respectively Aoamd B.Then the
strategies For eoch Manu tacturer are:
A_ Normol development of both products
2- Crosh development of product A
3. Grash development of product B

Let pey =Ll o = B
. The payoff mabrix them becomes 12 3 TRow wmin
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Hemce , both. vnonufasturers should use mormal
' d&w:mpmu::nt and I wilk ¢nerease nis shoare of the Torket
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14.2(1) Strategiz=s 4, 5 and 6 of player II are dominated by strategy 3.
) Strategies 4, 5 and 6 of player 1 are dominated by strategy 3.
Strategy 1 of player Il is dominated by strategy 3.
Strategy 1 of player I is dominated by strategy 3.
Strategy 2 of player II 1s dominated by strategy 3.
Strategy 2 of player I is dominated by strategy 3.
Therefore, the optimal strategy is for the labor union to decrease its
demand by 20* and for management toe increase its offer by 20%.
A wage of $1.35 will be decided.
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14.2(2)

(a)

Strategy 3 of player I is dominated by strategy 2.

Strategy 3 of player II is dominated by strategy 1.

Strategy 1 of player I is dominated by strategy 2.

Strategy 2 of player Ii is dominated by strategy 1.

‘Therefore, the optimal strategy is for player I to choose strategy 2
and player 11 to choose strategy 1 resulting ina payoff of 1 to
plaver L

b) Strategy 1 of player II is dominated by strategy 3.

Strategy 2 of player I is dominated by both strategies 1 and 3.
Strategy 2 of player 1I is dominated by stratzgy 3,

Strategy 1 of player I is dominated by strategy 3.

Therefore, the optimal strategy is for player I to choose strategy 3
and player 11 to choose strategy 3 resulting in a payoff of | to
player 1.
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14.4(2)
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14.5(4)

':)T;:#;hgufﬂxs 20 add 4 fo éach golve Autematically by the Simplex Method:
[
oy € meaﬁc fabie. ‘)Opt:i.mal Solution

Piax ivnd 22

gubject to° 57, +Gx; 4, %20 yzlue of the

A, +Tx, +8x; +Huy - % Objective Function: 7 = 3.38101266
¥ zo X, + Yy, ¢ 37 + Dty K5 2

for 7122 Variable Value
1A )r.u'?',..; le +?XZ+’KS f—fpx‘i ‘Xs?-fa K1 0.31G13

X2 0.26582

BXy *2xy *éXa *3Xy TXsFD g 0.20886

X+ X T Xzt XNy = X4 0.21519

Xt 1.98101



14.2(6)(a)
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(b) Strategy 1 of player II is dominated by strategy 3.
Strategy 3 of player I is dominated by strategies 1 and 2,
Strategy 2 of player Il is dominated by strategy 3.
Strategy 2 of player I is dominated by strategy 1.
Therefore, the optimal strategy is for player I to choose strategy 1
and player II to choose strategy 3 resulting in a payoff of 1 to
player L.



14.4(3)
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14.5(2)
g) Maximize Ay
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Solve Automatically by the Simplex Method:

Va_te of the
Objective Function: Z = 2.36842105

Variable | Value
X1 0.05263
X5 0.73684
Xa 0.210853
X4 2.346842
]£L5FB AUTOMATIC STMPLEX METHOD: FINAL TABLEAU
Bas |Eg| Coefficient of | Right

var|bo| 2] X1 X2 X3 x¢ X5 X6 X7 X3 x¥  X10 | side

S O |
| 1 1 M M M

2|01 0 0 9 00,455 0565 0 -0.45 -0.55 0.182 | 0.1B2
k210 6 % 0  0-0.090.091 00,091 -0.090.364 | 0.35
|20 0o € 0 1-0.91-0.09 -10.5090.09 1.63 | 1.63
K300 4+ ¢ 0 00.091-0.09 0 -0.09 0.091 0.63% | 0.636
K3l 4[6] 0 0 1 00.4550.545 0 -0.45 -0.55 0.182 | 0.182

The ophimal primal soluben is (%,,%;) = (0.63b, 0.36%) L4 a Fm!aFF: 0.182

The afﬁnd dua! solubon s [y”y'”}fs} = (O, 0.455 £.545)



