
TABLE 1a
SUBGAME PERFECT EQUILIBRIUM WITH A W-M REGULATOR WHEN p2 < p1.

Outcome With and

Without Regulator

Parameter values Regulator’s policy With Without

1. γ < (2− p1)/p1 Forbearance (SS,O) SS

2. (2− p1)/p1 < γ < γ Forbearance (RS,O) RS

3. γ < γ < γ , −(p2rr −1)< ζ SR Forbearance (RS,O) RS

4. γ < γ < γ , ζ SR <−(p2rr −1) Preemptive (RS,O) RS

5. γ < γ , −(p2rr −1)< ζ RR Forbearance (RR,O) RR

6. γ < γ , ζ RR <−(p2rr −1)< ζ SR, γ̂ < p2/(p1 − p2) Incentive (SR,O) RR

7. γ < γ , ζ RR <−(p2rr −1)< ζ SR, p2/(p1 − p2)< γ̂ Incentive (R,C) RR

8. γ < γ , ζ SR <−(p2rr −1) Closure (R,C) RR

Note. γ ≡ (rr −1)/(rs −1), γ ≡ (2− p2)/p2, γ ≡ 1/(2p2 −1), γ̂ ≡ γ − [p1ca/(rs −1)(p1 − p2)].
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