
qi — 	 =1—q4, 
G 1  + G 2  

the equilibrium payo ffs are 

G2 —4 

(3.34) 

Al2. 

We now present a second solution to this distribution of inspection effort problem, a solution 

which applies when detection probabilities have different prope rties. 

Theorem 3.2 (Spreading of inspection effort) 

Let 1 — 131(c1) and 1 — I32(e— c1) have properties (3.8) and (3.9) and let them be strictly 

concave, i.e., 

d2 	 d2  
< 0, —(1 — 132(c — El)) < 0 for all el  with 0 ci 	e. (3.26) 

deî 	 dEî 

Then the equilibria  (F*,  qi, 	and the equilibrium payoffs E; and E; of the game 

described above are given by 

0 
F*(ei ) = ti 

where 

for E < EI with 0<c  <e 

otherwise (3.27) 

b1 
(i) 	5

-
I  	

p-2 I 	b 2  < E 	 (3.28) I 
 

b + d1 	b2 a2 

where (371 (.) is the inverse of f3i (.) for i = 1, 2, then 

,[ 	 bi 	 i
b2 ‘4  

[  b2  R7. 	 e; 	e 	 ql  =q2 = 0  
bi +di 	 +2 

=.E  = 0. 

(3.29) 

(3.30) 

	

, 	b i 	 b2 
(ü) 	if 13i! 	 

bi +di 
+ 	

b 2  +d2 	
E and dl > d2: 	 (3.31) 

bi +d2 > (bi +di)- Pi(e), 	 (3.32) 

El is the unique solution of the equation 

—b 1  +(bi +di)• P1(ci) = —b2 + (b 2  + d2) • 132(e—ci)- 	 (3.33) 

Furthermore, 


