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Proposition 5. The optimal value J, of the functional in problem (Pf)

is represented by the following formula:
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Notation of Parameters

J : Profit of Leader/Follower a: Discount rate (0.1)
p1: Price of R&D investment (10)
o f: Production level of Follower (5)
p: R&D efficiency of Leader (0.1)

uf: R&D investment of Follower

( YRRERT— X6 380E

p2: Price of Production investment (10}
v : Production elasticity of Leader (1)
B: R&D efficiency of Follower (0.2)

v : Production investment of Leader

d0: Market size (1000)

o : Production level of Leader (5)

y f: Production elasticity of Follower (1)
u : R&D investment of Leader

vf: Production investment of Follower
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