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1. Preface:

Page xiii, line 11, should read "the effect that his appropriation..."

Page xvii, line 10, should read "and then chooses whether to..."

2. Chapter 1:

Page 3, line 29, should read "If a regulator sets ..."

Page 4, line 31, should read "firm or firms’ ..."

3. Chapter 2:

Page 8, line 20, should read: "chooses his appropriation level g; to maximize his profits as ..."
Page 9, line 8, should read: "Every agent chooses his ..."
Page 10, line 5, should read: "revenue and marginal cost exactly offset each other."

Page 14, line 17, should read "...and @ > 1 and b > 0 are both positive parameters. Recall that
b > 0 indicates that..."

Page 17, line 3, should read: "... where C'S = fOQp (Q)dQ — p(Q) Q denotes ..."
Page 18:
— Line 22, should read: "much marginal costs"

— Line 23, should read: "in his own costs but also the increase in his rival’s"
— Line 25, should read: "that his appropriation imposes ..."

Page 19:

— Line 5, should read: "decreases in his rival’s appropriation ..."
— Footnote 7, line 3, should read: "Figure 2.5" not Figure 2.4.

Page 20, line 20, should read: "... where C'S = fOQ 1-Q)dQ —(1-0Q)Q."
Page 21:

— Expression (2) should read as follows

Z‘Z(1)\)(q1+qQ)+>\<12(q1+q2)W) =0
ZZ=(1—A)(q1+q2)+A(1—2(q1+q2)—W) =0



Expression (3) should read as follows
4qSO
2(1 -2 g% + A (14q50) =0

Expression (4) should read as follows

B AS
S 2(3AS+2X - 9)

°° (N

Line 9. Add the following at the end of the line: "which is positive if and only if SAS+2A—S5 >

0 that, solving for /l, yields A > X\ = H% Cutoff )\ satisfies g—g = m and attains a
maximum at Slim A= Slim = :_3 = %, so that positive units are always socially optimal,
— 00 —0o0 S

S0 : : . 1
q°% (A) > 0, when the policy weight satisfies A > 3."
Line 10 should have ¢°© (1) =
this section".

S T . . .
TEETS) and remove "as in our discussion at the beginning of

Expression (5) should read as follows

o qSO ( /\) . S2
O\ 2(3\S +2X — §)?
Page 22, line 7, should read: "... his appropriation produces on the other fishermen,"

Page 24:

Line 1, should read: "increases his appropriation ..."
Line 2, should read: "where his marginal revenue ..."
Line 12, should read: "firm 4’s marginal cost M C; increases ..."

Page 27, line 21. Please change emission fee to appropriation fee.
Page 28:

Line 15. The expression should be ¢* (N 4+ 1) = S (1 — ¢;).
Line 18. Remove the index 4 for the appropriation fee ¢; = 0.
Line 25. Change emission fee to appropriation fee.

Page 29:

The first displayed equation should read
S(1—1t;) S

N+1 2N
Line 3, should read "we find 2N — 2Nt¢; = N + 1 and ..."
The second displayed equation should read

e N1
i 9N

Line 4, should read "is increasing in the number of firms, N, since

orr 1 .
an oz

Line 6 to 7, should read "socially optimal aggregate output, @°° = %, regardless ..."
Line 9 to 10, should read "g* (¢;), exceeds ¢7¢, requiring a positive fee ..."

Line 12 to 13, should read "while ¢7° = % decreases more rapidly in IV, leading the regulator
to set a more stringent emission fee. While ..."

e Page 30, lines 13 to 14. Remove ‘How is it affected by an increase in parameter a? Interpret.” in

part (a).



4. Chapter 3:

e Page 38:
— Line 8, should read "... to denote profits evaluated ..."
— Line 11, should read "... second-period equilibrium profits,"

Page 39, line 18 should read "... the stock hits ..."
Page 40, line 28 should read "... as in Exercise 3.8."
Page 41:

— Expression (3) should read

— Expression (4) should read
so_ S— 1-r)x

2
9 2

Page 42, line 5. Capitalize the word Exercise.
e Page 43, Figure 3.1. Change its numbering from 3.I to 3.1.

e Page 44:
— The second line of the first displayed equation should read
_5[S6(1—1)]
B 72

— Line 24 should read ¢ = W

— The second line of second displayed equation should read

S
(N +1)*(S+1)

e Page 45:
— The first displayed equation should read

> F

(N+1*(S+1)

Line 8 should read " SLH >VF(N+1)"
— The second displayed equation should read

S
<N*'=,|—i-—"—
N=N e

Line 10 to 12 should read "F < 5%-17 which intuitively means that the fixed entry cost is
relatively low, a reasonable assumption in most CPRs."

— Line 13 to 15 should read "ﬂfmry =-— 5 ___ which increases in S but decreases in N."

(N+1)*(S+1)”
e Page 46:

— The second line of the second displayed equation should read

:/OQ*(1—s)ds—Nq*[q*+(;V_1)q*} — (N x F),

— The third expression should read
_ NS[NS+2(S+1)]

max = -

N>1 2(N +1)* (S +1)




— The fourth expression should read

oW S(S+1-N)
ON (N +1)°(S+1)°

— Line 16 should read "S = 9 and F' = 0.1, we obtain that the unregulated equilibrium number

: * __ 109 _ 1 _9n
of firms is N* = 91 1=2.

— Line 17 should read

99+1-N) 1
(N+1)°(9+41)> 10
which simplifying yields N ~ 1.008, so that N* =2 > 1 = N59,

e Page 4T:

— line 3 should read "... into the CPR, it only considers ..."
— Line 6 should read ¢* = m

e Page 48, replace lines 2 to 9 and the first two expressions with "...obtain that N = S + 1, so a
more abundant resource supports higher N5©.

5. Chapter 4:

e Page 57. Figure 4.1 should be a line, not a curve. The figure should look like this.

S

Entrant’s profit,
H2ndE

o | L

E| N -mceeecanns

N

Entry  *z» No entry x

e Page 59.

— Line 8 (immediately below the second displayed equation) should read "is negative if 1 —
w < %ﬂc holds which, after solving for z, yields = > Si-o-n) - 259, where 259 is the
socially optimal extraction in the first period (as shown in Section 3.4), where z°¢ satisfies

xp > 59, Therefore, we can say that the incumbent’s profits decrease in x, which implies

that..."
— The first line of the third displayed equation should read
2 S — (1 — ’I") TED
IED — _ TED S
{xED g + 1
e Page 60.
— Line 5 should read "S > Qﬁ = 0.09..."

— Line 8 should read "0.097 < S < 0.193, as depicted in Figure 4.2 by the two crossing points..."
— Line 10 should read "0.097 < S < 0.193..."



e Page 61. The first displayed equation should read

1—7r 8
e Page 62, line 27. Exercise 4.4, immediately before part (a), add "The incumbent’s first-period
cost function is, then, C(z) = O‘Tgcz where x denotes first-period appropriation."
6. Chapter 5:

e Page 67, line 4. should read "is a NE of"
e Page 68, lines 15 and 19, should read "appropriation decisions".
e Page 71, line 12, should read "obtaining %5, rather..."
e Page 72.
— The fourth expression should read

1 0
> -
d1_6_6+d1_6

— Line 14 to 17 should read "which simplifies to d}%g > c¢. Since d > ¢ by definition, it holds
for all values of §."
e Page 73.
— Change from the label of Figure 5.1 to Figure 5.1.

— Line 17, should read "at a in all subsequent periods."

"...as neutral as possible".

e Page 75, line 17, should delete "being" reading instead as
e Page 76.

— Line 9, should delete "they" reading instead as "information as she did..."
— Line 11, should delete "their" reading instead as "informed about her..."
— Line 14, should delete "their" reading instead as "submit her token deposits"

e Page 77, line 29, should read "b > a, d < ¢, and a > d."
e Page 79, line 27, should remove "which is".

e Page 80, line 7, should read "about its catches".
7. Chapter 6:

e Page 85.

— Change the label of Figure 6.1 to Figure 6.1.
— Line 9 should read "z = 3 ~ 1.67".

e Page 90, line 9 should read "... that the stock was high."
e Page 92.
— The first expression should read
—(zg —zyy) — (zg —af) =xf + 25 — 2zm
(1—p)Su (Su — S1)
6[pSy + (1= p)Sul’

— The second expression should read

—(zp — 1) — (xp —2fy) = 2, + 2], — 2z,
I ) (Sg —SL)
6 [pSL + (1 —p) Sy’




e Page 93. The title of exercise 6.2, at the bottom of the page, should read "Two periods facing
uncertainty."

e Page 94. Line 6 should read "parameter values N = 2, Sy = 10, and S = 5."
8. Chapter T7:

e Page 97. Change the label of the figure, from Figure 7.1 to Figure 7.1.

e Page 99. Lline 24 should read "...thus allowing for any probability p (Sg|z) € [0,1]. However,
for..."

e Page 103.

— Line 7. x, should have L as a subscript.
— The second displayed equation should read

g {9(3“’)\/5 [72(1+r)+13(1r)2H

<
L= 36

— The third displayed equation should read

5 {9(34—7‘) - \/5 204+ +1301 —r)QH
>
o= 72
— The fourth displayed equation should read

5 {9 (3+7)— /5 (I3r2 + 46 + 85)} 5 [9 (3+7)—/5(I3r2 + 46 + 85)}
2 ’ 36

xrr €

The fifth displayed equation should read

5 {9 (3+7) — /5132 + 46 + 85)]
36

Ty =
e Page 104. The displayed equation should read

Separating effort =z, ngp — 2,

_5@+0) 5[9(3%—7")—\/5(137“2—&-464—85)}

8 36
5 [2\/5 (1312 + 46+ 85) — 9 (3 + r)}
72

e Page 105. The displayed equation should read

8(xL,NE —SL’L) - i [ 2\/5(13T+23) 9]

or © 72 | V13r2 + 46 + 85
e Page 111.

37—r
72

— The first displayed equation under point 3 should read

0(xpe—2LNe)  (4Sa —95) (1 —r)

— Line 2 a pooling effort of

00 72

9. Appendix A:



e Page 124.

— Line 21, after matrix A.6, should read "firm 2’s best response is BRy(M) = h since...".
— Line 22, after matrix A.6, should read "firm 2’s best response is BRy(L) = m because...".

10. Appendix B:

e Page 137.
— The third and fourth displayed equations should read

t = 5 — 8«
2(1—4a)

ty = 11—«
1—4«a

— The fourth to sixth line should read "where ¢; is positive when a < i or a > %. Similarly,
fee t5 is positive when"

— The fifth displayed equation should read

l1—«

0
1_4a>

1n
1

— The seventh line should read "that simplifies to o <
e Page 139.
— The first displayed equation should have ¢; > 0 beneath the maximization operator that reads

o __%‘(%-H]j) _ __Qj(Qi+Qj)
max (1 aj)<q’ 5 )+az<qﬂ 5

T4 5

— The third displayed equation should read

( ) S 1 a5 qj
a(q) =5 — 54 — -
T2 2 1y 2
——
New term

— The fourth displayed equation should read

9qi(g;) 1 g <0,
aai 1-— a; 2
— The fifth displayed equation should read
94i(g;) G 95 <0.
8aj (]. — ij)2 2

e Page 140.

— The answer to part (b) should be replaced with the following.

S 1+oa,;—a;
2 2(1—ay)

1+O¢i—05j

* Substituting g; = 2(1—ay)

q; into ¢; = % — gj, we obtain

S ].+OéifOljS 1+01j701i
2 2(1-oy) |2 2(1-ay)

qi =

Solving for ¢;, equilibrium appropriation of firm i becomes

% (1—O[Z)S
% _3—041‘—043'



which is decreasing in «; but increasing in a; since

8%‘:_ (2_0‘j)52<0
8051' (3—&1'—05]')
oq; _ (1-—ay)S 50

aaj (3 — Q; — Ozj)2
so that firm 4 appropriates the resource less intensively when it owns a larger share of
rival firm j (higher «;), but more intensively when the other firm owns a larger share of
this firm (higher «;).
* Substituting ¢; and ¢; into firm ¢’s profit function, we find

L S-q - q] [0 - a)) g + aigf]
g S
S(l*&j)

(3 —a; —ay)*

which is increasing in a; but decreasing in a; because

@: 2(1—Oéj)SS>O
80@ (370&1‘70@')

dq; 1—a;+0;)8

q; :_( o +a])3 <0
daj (3—a; — )

so that firm ¢ earns more profits when it owns more shares in firm j (higher «;), but less
when its rival firm j owns a larger share of this firm (higher «;).

— The answer to part (c) should be replaced with the following.
% Without equity shares, a; = a; = 0, aggregate appropriation is @* (0,0) = % In the
presence of aggregate shares, aggregate appropriation, however, is
(l—ai)S (1—aj)S
+

3—0[,'—0[]' 3—041'—0@‘
(2 — Q — aj) S

3 — Q; — Oy

Q* (Oéi,Oéj) =

that falls below Q* (0,0) since
2—a;—a;)8 28
(2—a; —aj) <

3 — Q; — 3
simplifies to
a; +a; > 0

that holds for all strictly positive equity shares, a;,a; > 0. Intuitively, when every firm
takes account of the rival firm’s profits and appropriates less intensively, the tragedy of
the commons is ameliorated.

e Page 147, part c, should read "Use your results from Exercise 3.4...".
e Page 148.
— The first displayed equation should read
SI = gf(z) — ¢;°(x)
S—-(1-r)z S—(1-r)

N+1 2N
C(N=-1)[S—(1—r)x]
2N(N +1)



— The fifth line should read "which simplifies to N < v/2 +1 ~ 2.41"

— Remove the ninth line that read "However, when r» = 1 and/or § = 0, the value of ST is not
zero."

e Page 151.
— Line 24 should read "where DI = w from Section 3.5,"

— The third displayed equation should read
S9+25(1—r)] 5[S6(1—r)]

DI, — DI = -
108 72
S8 —116 (1 — )]
- 216
e Page 152. Line 1 should read "even if § =0 and r = 1,"

e Page 155.

— Line 1 should read "we obtain a first-period appropriation zp = 4.99."

The first displayed equation should read

The fourth displayed equation should read

|: QTQED:| (S|: S*(l*T):L‘ED
LED S 4 b[S—(l—T).’L’ED]+1
_9F | [S—9F(1+bS)][9F (1 +7bS) — 7S]
T4 (1—7r)(1—-9F)*S

HED

— Line 13 should read "a negative profit of II¥P = —19.42."
— Line 15 should read "TI4” = 2.68 > —19.42 = ITFP."

e Page 156.
— The second displayed equation should read
(4 +45) + (1 S qul+—qj‘)m> - 5— ((llj— )T =0
— The seventh displayed equation should read
so_ S—-(0-nrz
22-S+(1—-r)a]
e Page 157.
— The first displayed equation should read
2nd S0 | SO >
= [0 (1 5 )
S—(1-r)x

T22-S+(1-na

— The second displayed equation should read

.. ;ﬁ N x_mj L S—(1-rx
w0 2 S 22— S5+ (1—r)a]
CS1st pPSlst Ww2nd



— The third displayed equation should read

2 0(1—
THl- 2 (1=r) S =0
S 2-S+(1—-7r)a]
— The fourth displayed equation should read
4 90
W
5 (80 —9x)
e Page 158.
— The first displayed equation should read
DI = TED — .’ESO
_S-9F S[9—20(1—7))
o 1-vr 18
:10—9%5710@—2x(1—%ﬂ
1
1- 4 18
= 7.05.

— Line 2 should read "... in the welfare function (7.05)"
e Page 166.

— Line 9 should read "a payoff stream of a + J (d — t)."
Line 15 should read "from deviating is (b —¢) + 6 (d —¢)".
— The first expression should read

a+d(d—t)>b—t)+d(d—1)

— Line 18 should read "which simplifies to a > b — ¢, or ¢ > b — a, which does not hold..."

Line 27 to 29 should read "(High, Low) and (Low, High). Suppose in the second period
players play (Low, High). By playing (Low, Low) in the first period, player 1’s discounted
payoff is a + dc¢, which falls below that of deviating to high appropriation in the first period of
b—t+dcsince a+dc < b—t+dc reduces to t < b—a that holds. Suppose in the second period
players play (High, Low). By playing (Low, Low) in the first period, player 1’s discounted
payoff is a + 0 (b — t), which falls below that of deviating to high appropriation in the first
period of b—t+ 6 (b—t¢) sincea+9d (b—t) <b—t+6(b—t) reduces to t < b— a that holds.
A similar argument applies to player 2, so that the cooperative outcome cannot be sustained
in the twice-repeated game."

e Page 169.

— The fourth displayed equation should read

1_5T+1 1_§T
_— ] >
() e (5,

— The fifth displayed equation should read

b—a a—-d_p
i y +1.
T3 =4d

o>

>
|
ISH

— The sixth displayed equation should read

(a=b)+(b-d)§

T+1)nd <1
(T+1)mo<ln a—d

10



— The last displayed equation should read

I (a=D)+(b=d)s

a—d

T>T 1.
- Ind

e Page 170.

— Line 9 to 10 should read "appropriation level z; for every firm i, as follows
— The first displayed equation should read

St

max p[xz L\ T2 (= + Xi)} +(1-p) [ﬂcz A R ) (@ + Xl)}
{wi},>0 SH

7; if the stock is high

7; if the stock is low
xj(x; +X_;) xj(x; +X_;)
+p§:Pj JJHﬁ7}+u_m§:Pﬁ_.aJ&la
i#i J#i
m; if the stock is high

m; if the stock is low

The second displayed equation should read

) o )
'W<X§?%)—G—M(X€j%):a

The third displayed equation should read

B SuSL
x“%”Xﬂ)_zhﬂL+(1— %;xf+XZ

Line 14 should read "X59 = DT 590 (N —1) 250"
The fourth displayed equation should read

SuS

50 HOL so
Y = —(N—-1)z"".
2[pSp + (1 —p) Su] ( )

The fifth displayed equation should read

250 _ SuStL .
N [pSr + (1 —p) Su]

e Page 171.
— The first displayed equation should read
SI = z* — 299

SuStL

B SuSL
N+ D[S+ (1—p)Su] 2N [pSp + (1 —p) Su]
B (N —-1)SySy,
- 2N (N +1)[pSt + (1 —p) Su]’
— Line 5 to 6 should read "SIy = 2N(N)f1L) when the stock is low and STy = (N—1)Su
the stock is high"

= SN(V11) when
— The second displayed equation should read

C(N-1D)Sw (N —1)SuSs

Sl =51 = SN TN +1) 2N (N + 1) [pSs + (1 —p) Sa]
~ (V-1 —-p)(Su—SL)SH
" 2N (N +1)[pSy + (1 —p) Sk’

11



— Line 7 to 8 should read "which is positive since Sy > Sp, implying that STy > SI1."
The third displayed equation should read

(N -1)SL (N —-1)5y5;,

T2N(N+1) 2N(N+1)[pS. + (1 —p)Sx]

_ p(N —1)(Sy —S1) St

T 2N (N+1)[pS. + (1 —p)Su]’

Line 10 should remove the word "also".

— Line 11 to 13 should read "Intuitively, incomplete information gives rise to additional (less)
inefficiencies than when firms are informed about the low (high) stock level."

e Page 172.

SIy, — S1

N 22
— Line 1 to 2 should read "consumer surplus, M, plus the expected profits of every firm
1, that solves"
— The first displayed equation should read
2
(Zf\il xl) x; (z;+ X_5) i (x; + X )
max ———— 4 plz;— ——=| +(1— Tp— —=
{e}N,>0 2 p[ ' Su } a-p) [ ' S ]
7; if the stock is high 7; if the stock is low
zi(x;+X_; zi(x; +X_;
+pz T — J(J J) +(1_p)z xj — J(J ])
. SH . SL
Jj#i VE)
7; if the stock is high m; if the stock is low

— The second displayed equation should read

20, + X 20, + X
zi+X_;,+p 1_L +(1—p) 1_L
SH SL

The third displayed equation should read

SySr
705 X i) = S (T p) Sl — s
_ [pS+ (1 —p) Skl - SuSt P pSr+ (1 —p)Su Zx
2[pSL+ (1 —p)Sul —SuS.™ " 2[pSL+ (1 —p)Sul —SuSL o .

Line 6 should read "that X°9 = D i 259 = (N —1)z%°."
— The fourth displayed equation should read

299 = SwSe (N —1)25°.

" 2[pSp+ (1—p) Su] — SuSL
The fifth displayed equation should read

299 = SiSe :
N[2(pSt + (1 —p)Su) — SuStL]

e Page 173.
— The first displayed equation should read

SI = z* — 299
SHSL _ SHSL
~ (N+1)[pSL+(1—p)Su]  N[2(pSe+ (1 —p)Su) — SuSt]
SuSr[(N —1) (pSc + (1 —p) Sg) — NSu St

N (N +1)[pSr + (1 —p) Sul [2(pSL + (1 —p) Su) — SuSL]

12



Line 2 to 3 should read "SI = % when the stock is low and STy = %

when the stock is high), and defining S = pSr + (1 — p) Sy, we ..."
The second displayed equation should read
Sy [2 (N—1-NSp)S = (2(N — 1)~ NS%) .5 + N (2 — Su) SuS?
N?(N + 1) (2 — SH) (2?* SHSL)

Line 5 should read "which is positive if the number of firms, N, ..."
Line 8 should read "yielding S = 5p + 10 (1 —p) = 5(2 — p), and"
The third displayed equation should read

5[40N = (2= p) (1+49N) + (1 +9N) (2 - p)*]
AN (N +1)(2-p)(3+p)

Line 9 should read "Evaluating this expression at p = 1/2, we obtain"
The fourth displayed equation should read

5(53N —3)
84N (N +1)
Line 10 to 14 should read "that is positive since N > 1. Therefore, static inefficiencies satisfy

STy > SI, implying that the static inefficiency is larger under complete information, STy,
than incomplete information, ST; as in part (a)."

The fifth displayed equation should read

Sp|2(N—=1-NS,)5 — (2(N —1) — N§2) SyS+ N (2 - S1,) S%451,
NS(N+1)(2—5.) (25 — SuSy)

e Page 174.

The first displayed equation should read

5 [30]\/— (2—p) (2 +23N) + (1 + 4N) (2—p)2}
BN(N+1)(2—p)(3+p)

Line 3 should read "Evaluating this expression at p = 1/2, we obtain"
The second displayed equation should read

5(6N —1)
63N (N +1)

Line 4 to 8 should read "that is negative since N > 1. Therefore, static inefficiencies satisfy
S1; < SI, implying that the static inefficiency is larger under incomplete information, ST,
than complete information, SIy; as in part (a)."

Line 15 should read "parameter values N = 2, Sy = 10, and S;, = 5."

The fourth displayed equation should read

2¢; +q;

175%—(1—7‘).%‘

=0,

e Page 175. The fifth displayed equation should read

) p(x—;i) +(1-p) (:c-f;i) +5<P5H+<1—p>95r(1—r)x>

B(7tst) B(11274)

13



e Page 176. Add the following after the first displayed equation.

"Inserting first-period appropriation, x*, into second-period appropriation levels, gy and qy,,
we obtain equilibrium appropriation levels of

. 85 5(127 — 72p) 5(55 — 36p)
(.’II y4H, QL) = 5 3 )
18(2—p)" 108(2—p) ~ 108(2—p)
which are only a function of the probability that the stock is high, p. In particular, first-period

appropriation, 2*, increases while second-period appropriation (both when firms observe that
the stock is high and low) decreases in probability p since

or* 85
=——>0
dp  18(2—p)
3(]1{ _ 85 . <0
dp 108 (2 — p)
8qL 85

e —
dp 108 (2 — p)*

As expected, second-period appropriation is larger when the stock is high than when it is low,
qH > qL, since 127 — 72p > 55 — 36p simplifies to p < 2, which holds by definition."

e Page 179.

Line 6 should read "zg = 3(1“17%}1)”

The first displayed equation should read

SH SrSu
3(1+SH) 3[pSL+(1—p)SH+SLSH]
_ Su(1—p)(Sa —SL)
~ 3(L+Su)[pSr + (1~ p) Su + SLSH]

*

:L.H_:L.U:

Remove line 9 and the second displayed equation.

Line 10 to 11 should read "which is positive, so that gz > zf;. Intuitively, allowing for market
power leads the uninformed firm ..."

The third displayed equation should read

. S SpSu
L= =30+ S5 3[pSt+ (1—p) Sk + S5.8H]
pSr (Su — Si)

~ 31 +S1)[pSt+ (1 —p) Su + S.Su]

Line 15 to 16 should read "which is negative, so that x; < zj;, implying that the uninformed

firm appropriates the resource more intensively ..."

Line 21 in footnote 1 should read "z gy = ﬁ"
Line 23 in footnote 1 should read "xp = %"
Line 25 to 28 should have footnote 2 removed.

e Page 180.

Line 1 should read "zgy = ﬁ”
The first displayed equation should read
I _SH_SH( L St )
B0 =30+ Sw) 2 \Sw+1 3[pSt+(1—p)Su+ S5

_ (1—p)Su (Su — Si)
- 6(1+ Su)[pSr + (1 —p) Sy + SL.SH|
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— Line 4 to 7 should read "which is negative. Hence, we find that zg < z};. Intuitively,
allowing for market power, the privately informed firm exploits the resource more intensively
than when all firms observe the stock."

— The second displayed equation should read

. ISLSL< 1 Su )
L L73(1+SL) 2 1+ 5, 3[pSL+(1—p)SH+SLSH]
pSy (Sg — Si)

" 6(1+52) [pSt. + (1 —p) S + S5.9x]

— Line 10 to 11 should read " which is positive. Therefore, we conclude that z; > z7, so the
privately informed firm exploits the resource less intensively than when all firms observe the
stock."

e Page 181. The last displayed equation should read
2 _ 2
mand — (QTQ)[S—(I—T‘)Z‘].
e Page 182.
— The first displayed equation should read
2 2a — 1)°
max |:£E :c} +5[<a) [Syp— (1 —7)x]].

x>0 SH 9042

ﬂ.%nd
— The second displayed equation should read

1_2i_5(2a—1)2(1—r)

=0
SH 9052

— The fourth displayed equation should read

e Page 183.
— The second displayed equation should read

W[&—(l—mﬂ.

e Page 184.
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— The first displayed equation should read

7 200 — 1)°
H?IE = [xL,E_ ;’LE] -‘1-6 [< 90&2 ) [SL—(l—T).’,EL’E] .

The second displayed equation should read

. _sz,E s _ﬁ
LE = g L=g,

S&lSL_(l_T)xL _ (20[—1)2

4 92

— Line 11 to 12 should read "Solving in this context for x, we obtain

5[9a%(3+71)—A] 5[9a%(3+71) — A]
e 7202 ’ 3607

The fourth displayed equation should read

A= \/72a2 2—a)(Ta—2)(1+7) + (1 —r)? [810/1 — 16 (2a — 1)4]

The fifth displayed equation should read

5[9a% (34 ) — Al
3602

Ty =

e Page 185.
— The fifth displayed equation should read

Separating effort =z, yp — 21,
5(B+7) 5[9a%3+r)—A4]

-8 3602
i 24 —9a% (34 1)]

o 72002

— Figure B.1 should be replaced with the following one.

Separating
-
effort
=1/2
20 2
=14
15
1wt
05 |
0 0 08 19 10 g

Figure B.1. Separating effort evaluated at r = 1/2 and at r = 1/4.
e Page 186.
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— Line 3 should read "..., increasing the incumbent’s incentives to..."

— Line 5 should read "shifts upwards as r increases."

— Line 7 should read "If a = 1, the separating effort simplifies to W, where term A is
evaluated..."

— The first displayed equation should read

AE\/72(2—1)(7—2)(1+r)+(1—r)2 {81—16(2—1)4}

— The second displayed equation should read

A:\/s [72(1+r)+13(1—r)2}

— The third displayed equation should read

g [9(3“)—\/5 [72(1+r)+13(1—r)2H

L e 2 )

5 {9(3”)\/5 [72(1+r)+13(17ﬂ)2H
36

— Line 11 (last sentence of Exercise 7.2) should read “...found in Section 7.3.”

e Page 189. The last displayed equation should read
32427 — 81wy (4 —6) Sy + [81 — 9 (7 +59) 5 + 6] SF > 0

e Page 190.
— The first displayed equation should read

[9 (4-08)— /3162 (3 + 5g) + 135]} Si
72

rp <

— The second displayed equation should read

{9 (4-6)+ /5162 (3 + 5g) + 135]} Sw

>
L= 72

e Page 191.
— The first displayed equation should read

324a% — 81wy (4—08) Sp + [81 - 9(7+59)d + 6] S7 <0

— The second displayed equation should read

[9 (4-0)— /3162 (3 + 5g) + 135}} S,
rr =
72
— The third displayed equation should read

[9 (4-0)+/3[162(3 + bg) + 135]] S,
72 '

rp <
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— The fourth displayed equation should read

[9 (4—6)+ /3162 (3 + 5g) + 135]] S,
72 '

xry =

e Page 192.

— The third displayed equation should read
16 [456 (1 + g) — (9 — 6)*| 5% +162 (4 — 6)* S, Sy — 81 (4 — 6) S3 > 0.
— The fourth displayed equation should read
405(1+g) — 9] SH + 7285y — 95 >0
165% —725, Sy +9SL?
205%

decreasing in the ratio :q% Intuitively, when the high stock is much more plentiful than the
low stock, where 5% — 0, g — 0.8 entailing that a high growth rate is required for the stock
to support entry deterrence. However, when the high stock reconciles with the low stock,
where :ZTL; =1,g9g= —‘2%, entailing that entry deterrence can be supported under any positive
growth rates g."

— Line 3 of footnote 3 should read 80 (1 + g) > 9.

e Page 194.

— Line 16 should read z g = 0.4143
— The last displayed equation should read

— Line 12 to 15 should read: "which, solving for g, yields g > g =

, which is

414321 1 [5— 3 x0.4143
e = [(1 —0.4143) x 0.4143 — 04145 } +7 [ .

6 — 3 x0.4143

} = 0.4143
e Page 195.

— Line 8 should read g = 0.4156
— The fourth displayed equation should read

415621 1 [5— 3 x 0.4156
e = {(1 —0.4156) x 0.4156 — 04156 ] 5 { .

6 — 3 x 0.4156

] = 0.2999
1

e Page 197.
— The fourth displayed equation should read
TH,E = 0.4542.
— The fifth displayed equation should read

45422 1710 — 2 x 0.4542
47 = (1 — 0.4542) x 0.4542 — 045 } 5 { s

10 11 — 3 x 0.4542

] = 0.3279.
1

— The third line of sixth displayed equation should read
4.5833 > 0.4542
e Page 198. The third line of first displayed equation should read

2.0313 > 0.4143
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