ADVANCE ECONOMIC THEORY (203) PRELIM June 2002
ANSWERS to questions | and 2

1. 6
Time: AFTER EXPERIMENT
A’s partition | 1 2 4I ‘3 5]
B’s partition [1 3 5] [2 4]
C’s partition

2 3 4 [1_5]

Common knowledge partition

1 2 3 4 3

Scientist = A B C Average
State |
1 2/3 2/3 1/2 11/18
2 2/3 12 2/3 11/18
3 12 2/3 2/3 11/18
4 2/3 172 2/3 11/18
5 172 2/3 1/2 5/9

Time: AFTER FIRST ANNOUNCEMENT
A’s partition (1 2 4] [3]
B’s partition 3] [2 4]
C’s partition

Common knowledge partition (1 2 3 4]
Scientist —> A B C Average
State |

1 2/3 1 1 8/9

2 2/3 172 2/3 11/18

3 ] 23 8/9

4 2/3 1/2 2/3 11/18

5 0 0 0 0




Time:

AFTER SECOND ANNOUNCEMENTT

A’s partition 1] [2 4 [3]
B’s partition 3] 2 4
C’s partition
Common knowledge partition 1 3] [2 4]
Scientist — A B C Average
State |

1 1 1 1 1

2 1/2 172 1/2 12

3 1 1 1 1

4 2 | 12 | 12 12

5 0 0 0 0

(i) Only A and C will, B won’t (according to B’s information, state 3 is a possibility)
(iii) No. However, it will be common knowledge that the state is either 2 or 4.
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