Script 
a) 
Given the information above, the payoff matrix of the game can be represented as;
	
Quick-Lock
	
	

	Magnet-Lock
	
	Advertise
	Don't advertise

	
	Advertise
	2 , 2
	6 , 0

	
	Don't advertise
	0 , 6
	4 , 4



All the payoffs are in billion VND. The first term of each cell gives the payoff of Magnet-Lock while the second term gives the payoff of Quick-Lock. We indicate the optimal choices by underlining them.
b)  
· When Magnet-Lock chooses to advertise, the best response for Quick-Lock is to advertise because it gives a higher payoff. (2 > 0)
· When Magnet-Lock chooses not to advertise, the best response for Quick-Lock is to advertise. (6 > 4).
· When Quick-Lock chooses to advertise, Magnet-Lock chooses to advertise. (2 > 0).
· When Quick-Lock chooses not to advertise, Magnet-Lock chooses to advertise. (6 > 4).
· The cell containing 2 underlines gives us the Nash equilibrium of the game. So the Nash equilibrium of the game is (Advertise, Advertise). So both firms would end up choosing to advertise.
c)  
· [bookmark: _GoBack]Both the firms would be better off if they choose not to advertise. Then they would each receive a payoff of 4 billion VND as compared to the Nash equilibrium where each would receive a payoff of 2 billion VND. However, they won't be able to achieve this outcome because when one firm chooses not to advertise, the best response for the other firm is to always choose to advertise. Thus, each firm can cheat on this set of strategies and earn a higher profit. So, each firm would end up choosing to advertise.

