Theorem 2.1
The equilibria (p*, ¢}, g3) and the equilibrium payoffs E; =E;(p*, ¢}, ¢3), i=0, 1, 2, of
the game described above are as follows:
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The equilibrium payoffs are obtained by inserting the equilibria into (2.4), (2.5) and (2.6).
Proof

(i) For g1 = g5 = 0 (2.8b) and (2.8c) are equivalent to
di - (b +d)(1-B)p* <0 and dy~(by +d2)(1-B2)(1-p7) < 0.

These lead immediately to the assertion.

d 1

. < 1, (2.8a) is satisfied iff
by+d; 1-PB

() If B; < B2 and



