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1. Stackelberg
2. Leader
3. Follower
4. Heinrich von Stackelberg
5. Market Structure and Equilibrium
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1. Single-leader multiple-follower Stackelberg Game
2. Wholesale price
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2. Quality cost function
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4. Risk seeking
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m; solves the problem

( max (W, i Qs,ic) =

(Wsl-,k - CSl',k - Cﬂi,k - qu,kQSi,k) (ai (WSi,k)_Bi(QSi,k)yi)

s.t.
-B; v
a; (Wsi,k) l(Qsi,k) >0
WSi,k = CSi,k + COi,k + qu,kQSi,k

Ws, ke Qs 2 0
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max U(mg) =1 — e ™s/R (v ),
1; solves the problem

max my, (Wm].,k, Qmj‘k) =

(ij,k - ij,k - Cﬂj,k - qu',ka]',k - W;i,k) (a] (ij,k)_ﬁj (Qm],k)yj)

S.t.
a} (ij,k)_ﬁj(Qmj,k)yj > 0
ij,k = ij,k + COj,k + qu,kaj,k + W;i,k
ij,k' Qmj,k 2 0
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