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32 Game Theory and Mechanism Design

internal nodes (which are decision nodes); and (3) leaf nodes or terminal nodes (which are

outcome nodes). Each possible sequence of events that could occur in the game is captured

by a path of links from the root node to one of the terminal nodes. When the game is played,

the path that represents the sequence of events is called the path of play . Each decision node

is labeled with the player who takes a decision at that node. Also note that each decision

node can be uniquely identified by a sequence of actions leading to that decision node from

the root node. The links that are outgoing at the decision node are labeled with the actions

the player may select at that node. Note that each node represents not only the current

position in the game but also how it was reached. The terminal nodes are labeled with the

payoffs that the players would get in the outcomes corresponding to those nodes. �
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Fig. 3.1: Matching pennies game with observation when player 1 moves first
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Fig. 3.2: Matching pennies game with observation when player 2 moves first


