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where  represents a ratio comparing the overall (military and strategic) effectiveness

of Party A in attacking the disputed territory to that of Party B in defending the disputed

territory.17

We proceed to examine the third scenario, in which Party B wins and A is immediately
deterred. Using backward induction, we first examine Party A’me8oice gtiveo that A 

dfeauted inpearidl  +t A

TtheKuhn–Tuckero cendctio forf Party A

Ife . From equactio (13)o, t followso that 

 and 

B’m first defeset alocactio. Specific alyn, hveo Party B 
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Solving for GA,i+j yields party A’s reaction function: 

The objective function of Party B (as a Stackelberg leader) is: 

where GA,i+j is given by Party A’s reaction function in (A.7). The FOC for Party B is: 

Substituting equation (A.7) into equation (A.8), we solve for Party B’s optimal level of arming
as follows: 


