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Stackelberg Model

There are two firms. Firm 1is the leader. Firm 2 is the follower.
In a duopoly market, the price is a function of the quantities, p(y, +V,).
The follower maximizes its profits:

man P(Y, +Y,)Y, —C,(Y,)

Then wederivey, as functionof y,:y, = f(y,)
The leader maximize its profits

max ply, + f(y,) 1y, — ¢, (y,)
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Reaction Function
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Stackelberg Equilibrium
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Cournot Equilibrium
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