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Sufficient Conditions for Stackelberg
and Nash Strategies with Memory'
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Abstract. Sufficiency conditions for Stackelberg strategies for a class
of deterministic differential games are derived when the players have
recall of the previous trajectory. Sufficient conditions for Nash strategies
when the players have recall of the trajectory are also derived. The state
equation is linear, and the cost functional is quadratic. The admissible
strategies are restricted to be affine in the information available.
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1. Introduction

Stackelberg and Nash differential games have received recently a lot of
attention and have been studied by several researchers. The reader can find
in Refs. 1 and 5 surveys of basic concepts, definitions, and results concerning
Stackelberg and Nash games, respectively. These two types of games seem
to be very promising in studying large-scale systems, hierarchical systems, or
situations of conflict in an engineering, economic, or social context. The
definitions of Stackelberg and Nash equilibrium can be found in the liter-
ature, but we repeat these definitions here for the sake of completeness of
the presentation. Let U, V be two sets and Ji, J; two functions J,;: U X V »
R, i=1,2. Consider the set-valued mapping T’

T
T:U-V, u->TuV,
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defined by
Tu ={vlv =arg inf[Jo(u, 5); € V1L

Clearly, Tu = if the infimum is not achieved. We also consider the
minimization problem

inf Ji(u, ©), subject to ue U, veTu, 1)

where we use the usual convention Ji(u, v) =+, if ve Tu = .

Definition of a Stackelberg Equilibrium. A pair (u*,0*)e UX V' is
called a Stackelberg equilibrium pair if (u*, v™) solves (1).

In Stackelberg games, it is standard to say that a leader chooses u e U
and has cost J; and a follower chooses v € V and has cost J,.

Definition of a Nash Equilibrium. A pair (¢*, v*)e UX Vis called a
Nash equilibrium pair if (u*, v™*) satisfies

Ji(u®, oM =Ty, 0%, forallue U,

2
Lu*, v*)=JF(u*,v), forallveV. @)
It is a known fact that, in Stackelberg and Nash differential games, the
resulting trajectory and strategy values vary with the admissible strategy
spaces. By strategy spaces, we mean the information available to each player
together with a set of functions with this information as domain. These
functions are actually the permissible ways in which the players are allowed
to use that information. For example, open-loop strategies, where at each
instant of time ¢ the players have knowledge of the present time instant ¢ and
the initial condition x(0), result in different equilibrium from the strategies
where at each instant of time ¢ the players have knowledge of x(¢), £, x(0). In
the latter case, the players might be restricted, in addition, to using only
affine functions of x (¢). Most of the results available until now deal with cases
where the current state or the initial state or both of them are the only
available information to the players. A more general situation is to assume
that, at each instant of time, each player knows something about the
previous values of the state of the system and about the previous values of his
and the other player’s decisions. The first attempt to derive necessary
conditions for zero-sum games where the strategies depend at each instant
of time  on the part of the state trajectory between ¢ —r and £, where r > 0,
appears to be in Ref. 2. In Refs. 3 and 4, the zero-sum case is considered
where one player has a time lag information on the value of the state. In Ref.
4, a Hamilton-Jacobi theory is developed for such games.



JOTA: VOL. 31, NO. 2, JUNE 1980 235

In the present paper, we consider a continucus-time, two-player,
deterministic differential game with a linear state equation and two quadra-
tic cost functionals. We consider the case where the players have, at each
instant of time, recall of previous values of the trajectory, i.e., they have
memory. What they remember about the previous values of the trajectory is
allowed to change with the elapse of time. In our model, a wide range of
delayed information structures is included, from perfect recall of the pre-
vious trajectory to recall of only one previous value of the trajectory. Cases
where information about the past strategy values is available to the players
are also considered. We consider strategies affine in the available informa-
tion and represent them by using Lebesque-Stieltjes integrals. Both
Stackelberg and Nash equilibrium concepts are considered, and sufficient
conditions are developed for a particular, but quite interesting, class of
problems. Particular emphasis is placed on the Stackelberg case.

In Ref. 7, the Stackelberg differential game is solved when the leader’s
information at time 7 is x(¢), x(0), ¢, and he is not restricted to use a linear
function of x(¢). It is shown there that the leader can in general restrict
himself to strategies affine in x(r) and that use of nonlinear strategies in x(¢)
will not improve his cost. The arguments of Ref. 7 can be extended to the
case where the leader’s information at time 7 is {x(8), fo = 6 =t} and one can
show that the leader does not in general deteriorate his cost if he uses
strategies affine in {x(8), to < 6 = ¢}. Therefore, one is motivated to restrict a
priori the strategy of the leader to be of the form

[ tdmt 1)+ 000,

in which case n and b are what the leader will actually choose. For given n
and b, the follower solves his problem. Necessary and sufficient conditions
for the follower’s problem can be found in Refs. 10 and 11 (Theorem 5.2),
respectively. On the other hand, the leader’s problem is quite difficult, since
his unknowns are n and b. It was also shown in Ref. 7 that the principle of
optimality holds in Stackelberg games iff the leader’s problem can be treated
as a team problem for both leader and follower. This does not necessarily
mean that J; =J,. These remarks motivate us to study Stackelberg games
where the solutions are linear in {x(8), f{, =<6 =t} and constitute a team
solution for the leader’s problem.

The structure of the paper is the following. In Section 2, we give an
example of a Stackelberg game where the leader, by using previous values of
the state, forces the follower to such a reaction that the leader’s final cost is
the same as it would have been if both leader and follower were striving to
minimize the leader’s cost. The main steps in solving this example serve as an
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illustration of how a more general case should be analyzed. In Section 3, we
derive sufficiency conditions for optimality for a control problem of a special
form (of interest on its own), which are used in the next sections. In Section
4, we apply the results of Section 3 to a Stackelberg game where the leader
has recall of the previous trajectory and the game is such that the solution of
the Stackelberg game {1*, v*) minimizes the leader’s cost over all admissible
(u, v),1.e., the leader’s problem is actually treated as a team problem of both
the leader and follower. In Section 5, we consider certain special cases and
generalizations of the Stackelberg game of Section 4. In Section 6, we apply
the results of Section 3 to a Nash game where the two players have perfect
recall of the whole previous trajectory. Finally, we have a conclusions
section and one appendix.

Notation. Let

C{[t('h rf]a Rn) =C,
denote the Banach spaces of continuous function ¢: [#, #]> R", with norm

loll=suplle®); zelto, &1},
where | | denotes the usual Euclidean distance in R". Let
Ll([t()s tf]n R”) = Ll,n

denote the Banach space of Lebesgue integrable functions ¢:[t, /] R",
with norm

lell= J: o) .
Let
LOO([KO’ tf]’ Rn) = Loo,n

denote the Banach space of Lebesgue measurable functions which are
almost everywhere bounded, with norm

”(P” = €88 SUP{W(’)L fe [tO’ tf]}
And let
NBV([to, ], R")=NBV

denote the Banach space of normalized functions of bounded variation, i.e.,
continuous from the right on (¢o, #), zero at &, and

lll= Var(e) for ¢ e NBV.
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A norm in one of these spaces is denoted sometimes by
Il lles - Iz || - ev. B* denotes the conjugate space of a Banach space B. If
x*e B*and x € B, we write (x*, x) = x*(x). The prime denotes transpose for
vectors and matrices.

2. Introductory Example

In this section, we provide an example of a Stackelberg differential
game where the leader uses the previous values of the state in calculating his
control values. The game considered is such that the leader, by using this
type of strategy, forces the follower to such a reaction that the leader’s
optimal cost is the one that he would achieve if both leader and follower had
as their common objective the minimization of the leader’s cost; i.e., the
leader’s problem to minimize J is actually treated as a team problem where
the team is composed of both the leader and the follower. A similar idea
occurs in Ref. 9. The strategies found provide a Stackelberg equilibrium
pair, with the property above, for any x,. Also, the dependence of the
leader’s control values on previous state values is not trivial, in the sense that
the same result (team solution of the leader’s problem) cannot be achieved
by strategies depending only on current state value information. We develop
the example in such a way that the proof of the optimality of the indicated
strategies is clear. Actually, we do not give only one example, but provide a
way of constructing a whole class of Stackelberg games with the above
properties.

Consider the following state equation and cost functionals

X¥=2x+u-+uv, x{0)=xo, tef0,1], (3)
1
Ji= 4x(1)2+-§. 6x2+u’+07) di, @)
o]
i
L= 2x(1)2+J§f (@2 +r0?) dt )
4
where x, u, v are scalar-valued. The solution of the problem
minimize Jy,
’ 6
subject to (3), ©)
is
il =-2kx, U =-2kx, 7

where k solves
—k=3+4k-4k>,  k(1)=2,
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and is given explicitly by
15+exp[8(r—1)]

)= 102 expl8G— 1T ®
We want to show that there exist ¢, 7, [1, [, so that the problem
minignize Ja,
subject to ¥ =2x+1ix+ 1,z + v, x{0) = xq,
Z=x, z{(0)=0, ©)
has the solution
v¥ = px + paz, (10)
and that
LX)+ L(Oz*(t) = -2k@®x*(),  te[0,1], (11)
v¥ = w1 (Ox*() + pa()2¥(2) = -2k (Dx*(0), tel0, 1], (12)
Ln#0, te[0,1], (13)

for any xo, where x* is the common optimal trajectory of the problems (9)
and (6), since (11) and (12) will hold.
It is clear that, if conditions (11) and (12) are satisfied, then the pair

t

u=15L("x()+ L) J x(v) dr, v=-2k(t)x(t)
0

constitutes a Stackelberg equilibrium pair for the Stackelberg differential
game associated with (3)-(5) and where

U={ulvalue of u at time ¢ is given by u(x,t), where x.€
C({0,1, R), x(8)=x(8) for all 8¢[0,1], u(x, 1) is Frechet
differentiable in x, and piecewise continuous in 7€{0, 17},

V ={vlv is a function of x{¢) and £, at time ¢, v(x, t) is continuous in
x € R and piecewise continuous in t€[0, 1]}

We set
a(ty=2—4k(1), (14)

and thus the optimal trajectory for the problem (6) is

x*(t) =exp [ Lt alr) d'r] ‘X0,

) , (15)
2 () = L (e:xp“‘0 alo) dcr]) dr -+ xg.
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The solution v* of (9) is

v¥==(1/r)(p1x +p22), (16)
where
—p1=2Q2+1)p1+2p2+q—(1/1)pi, pi(1)=2,
—p2=hpi+2+1)p:+ps—(1/r)pip2, p2{1) =0, (17
—p3=20Lp,—(1/r)p3, p3(1)=0.
Substituting (15) and (16) in (11) and (12), we obtain
p1=2rk—pag, Iy =2k — Lo, (18)
where
o(f)= (Ltexp[ L (@) a'a-] dT)(exp[ J:a(T) dTJ) . (19)
Since ¢ = z/x, it is easy to see that
¢ =2—(2-4k)gp.
Substituting p;, /; from (18) into (17), we obtain further
2lork —{(ps+ops) —q +4rk* +6r—2¢k =0, (20)
=Pz =DLQ2rk—p2¢) — (2 =2k —L@)p2+ps—(1/r)2rk —p2p)p2, (21}
~Bs=2hp,—(1/1)p, (22)
2r{Dk(1)—p2(De(1) =2, (23)
A1) =0, (24)
pa(l)=0. (25)
From (21) and (22), setting
w £ pa+ops,
we obtain
w=—2rkl,—(2—4k)w, w{l)=0. (26)

Solving (20) for p;-+¢ps and substituting into (26), we obtain finally the
following system, equivalent to (20)—(25):

Lok + Lirk +2(1 =2k )erk +(d/df)(erk)]
+{(d/d)2rk” +3r — k) + 2(1 - 2k)(2rk* + 67 — 27k)]
+[(1-2k)q-34]=0, 27
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~p3=2L{w—@p3)—(1/r)(w— ‘Pps)z, (28)
w =2bLrk —q +4rk*+6r — 27k, (29)
p2=wteps, (30)
L(1)=3(-11+47(1)+q(1)e(1)", (1)
p3(1) =0, (32)

r(1)=3. (33)

We can choose now v, g, [, I; so as to satisfy (27)-(33) and (18). We
choose r(¢) to be a twice-differentiable function of £ €[0, 1], with

>0, r(l)=3

and g{¢) to be a differentiable function of z. Obviously, g and 7 can be chosen
so that the linear differential equation for [, [Eq. (27)] with initial condition
(31) has the solution /,(f)#0. For example, let
r=3,  g=constant# 11,

Notice that the differential equation (27) for I, can be solved explicitly for /,
as soon as 7 and q are specified, since ¢ and k are known. Nonetheless, since
¢(0) =0, the point ¢ = 0 is a singular point of this differential equation. The
singularity was sort of expected to appear, since (as it has been shown in Ref,
7) the leader’s problem is singular with respect to the partial derivative
a(u{x (), £)/0x of his control; and arguments similar to those in Ref. 7 can be
used to show that this holds even for the case where u is allowed to be of the
more general form u{x, f). Notice also that the only essential restriction on
the follower’s cost, in order for the leader to achieve his team solution
(allowing even I, =0}, is that r(1) = 3

If the leader were allowed to use a strategy u(x, t) which is perhaps
nonlinear in the current state x(¢), but he was not permitted to use previous
values of the state, then it should again be true that

u(x*(0), t)=-2k(t)x*(t), for every xq,
ie.,
t 14

u(exp[L a(r) dr} Xo, z‘) =-2k(t) exp“lo a(r) dr} xo, forallxpeR,

from which we obtain that u is linear in x. Therefore, we conclude that, for
the given example, if the leader wishes to achieve his team solution (for any
xo) when he applies his Stackelberg strategy and cannot do that with a linear
strategy in x(¢), he cannot do it with a nonlinear strategy in x(f) either.
Therefore, use of memory is his only way to achieve his team solution.
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In the example presented here, the two crucial steps were the
identifications (11), (12) and the use of the fact that the conditions (16), (17)
are sufficient to characterize completely the optimal reaction of the follower
to the leader’s strategy

3

=[x () + (1) L x(r) dr

Therefore, in order to generalize the procedure presented to cases where
more general types of strategies are used by the leader, one should provide
sufficient conditions for the problem faced by the follower, in addition to
imposing identifications similar to (11) and (12). In the next section, we
prove sufficiency conditions for a special type of control problem, which we
will use later in guaranteeing the optimality of the follower’s reaction, when
the leader uses strategies represented as continuous linear functionals over
the whole previous trajectory.

3. A Control Problem with State-Control Constraints

Consider the following problem [Problem (P)]:

minimize J = %{x'(rf)zrx(zf) +j OO () + w (OROul) dz} , (34)

subject to () =ANx(O+Bu(t),  x{t) = xo, (35)
[ tdnte 901+ [t =g, G
e Lco,ms

where the matrices A, B, Q= Q'=0, R = R’ =0 are piecewise continuous
functions of time, x(r)e R", u(¢)e R™, and where the interval [to, #;], the
matrix F = F'z0,and q € L, ; are fixed. The solution x(¢) of (35} is assumed
to be absolutely continuous, so that (35) holds almost everywhere with
respect to the Lebesgue measure in [#, #7]. The integrals in (36) should be
interpreted as Lebesgue-Stieltjes integrals. The matrix-valued function

n(t, 8), n: [0, 41X R > R*"
is measurable in {f, ), normalized so that
0, for = i

n(t, 6) ={ (37

n(t, to), for 6 <1¢,.
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n{t, 8) is continuous from the left in 8 on (f, &), 1{s, ) has bounded
variation in 6 on [ty, ¢] for each ¢, and there is a ¢ € Ly 1, such that

[ 1dnte Nl =ctle] 39)

for all ¢ € [#, tr] and for all ¢ € C,. Exactly the same assumptions hold for
M :[to, ]} X R > R,

with ¢, replacing ¢ in (38). # and %, are given for Problem (P). The
dimension k is arbitrary but fixed.

Problem (P) is of interest to us, since we will use the results of this
section in the next ones, where we will consider games with delayed
information structure. Nonetheless, it is of interest on its own. It is worthy to
point out that Problem (P) is of a quite general form, since for example
Problem (P),

minimize %[x’(tf)Fx(tf) + J‘ ' 'Oy +ur(ORHu(t) dt] i

subject to x(f) = f "L, $)]x(s) + f "l $)]a(s),

o fo

y©) = [ [dn6 9k(s) (39

ip

w0 = [ [dn" (6 7a(s)

fo
x(to) = xq,
can be brought to the form of Problem (P) by introducing

w®)= [ den’ 6 9)Tx(s),

fo

us()= [ dm?t, $)}x(s), (40)

‘o
uqs(t) = y(1).
Using (39), (40), Problem (P') can be written equivalently as

L
minimize %[x’(tf)Fx )+ J’ (#4Qua4+ u'iRuy) di‘] , (41)

fo
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subject to x(f) = ua(t) + us(t),

tf . tf L tf 5 i‘f 3
u1=J Ldn"a, uz—“—j [dn Ix, u3=J‘ [dn7]x, u4=J [dn7]x,
Iy to to to
(42)

where the role of x and u in {(35), (36), is played now by x and
{#, u1, Ua, Ua, Ug), Tespectively. Clearly, (42} is of the form (36).

In the following theorem, we give sufficiency conditions for optimality
for Problem (P). The proof is carried out by reformulating Problem (P) as a
constrained optimization problem in a Banach space and is given in the
Appendix.

Theorem 3.1. Consider Problem (P), and assume that there exist
functions

w:lto, r]> R", AeLoy, x*:{to, 1> R", u* € Lo ms

where w is of bounded variation on [, #] and continuous from the right on
(to, ), and x* is absolutely continuous, which satisfy (35), (36), and

mj "(R()u*@)+ B () dr+j "l DA dr=0,  (43)

0

u(r)-—j (O)x*(r)+ A (D (r) dr + j " 0(r, DA(r) dr = Fx(t). (44)

0

Then, u*, x* solve Problem (P).
It is easy to see that, in the case 7, n; =0, (43) and (44) reduce to

ROu*®)+B'(tip(t)=0,
()= QU)x()+ A (NOul(t),  wult)=Fx(t),

as should be expected.

Theorem 3.1 can be easily extended to the case where cross terms u'Lx
exist in the integrand of (34) and to cases where more general convex cost
functionals (34) are considered.

4. A Stackelberg Game with Delayed Information

Consider the dynamic system

#Ht)y=Ax(t)+Ba(t)+Bo5(t),  x{to)=x0, t€lto, tr], (45)
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and the cost functionals

Ji= —%-[x'(rale(:ij " (0@ (O)+ #(OR1mEE) + 5 ()R 125(1) dt} , (46)

7, =%[x'(zf)1:2x(tf) +f " ()0 () + &' () Rar () + 5(8) Roa (1)) dt], 47

where the matrices A, B, Q: = Q; =0, R; = R}; =0 are piecewise continu-
ous functions of time over [fo, fr] and Rii, Ra», Ry are nonsingular,
for all t€[to, #]. The matrices F;=F; =0 and the time interval [t ]
are fixed.

Consider the Stackelberg game associated with (45)-(47). The admis-
sible strategies of the leader are of the form

t
wtxo 1= | Tdim(t,5)Jx(s), (48)
to

where n isasin (37) and (38), so that u( - , ¢) is a continuous linear functional
on C({to, £], R™), for each te[to, #;]. The admissible strategies of the
follower are of the form v{x, f), xeR", te R, where v is continuously
differentiable in x and piecewise continuous in . All the matrices in
(45)-(47) are considered to be of appropriate dimensions. By x,, , 7, we
mean

x;:[te, t]> R", x:(8)=x(8), for all 8, t € [¢o, ], (49)
at)y=ulx,t), oO)=vlx(®),1), (50

where x(¢) is the trajectory of (45) for given u and v. For each choice of 1 and
v, the behavior of the dynamic system (45) and the values of Jy, J; are
unambiguously defined, assuming that the solution of (45) exists over [, #].
Actually, when the strategy (48) is considered, one might without loss of
generality restrict n to be 0 for s = ¢, 1€ [t, tr]. The costs of the leader (/1)
and of the follower (J;) are functions of u and v. We denote by U and V the
sets of admissible strategies for the leader and follower, respectively. With
these explanations, the Stackelberg game associated with (45)—(47) is clearly
defined.

In the sequel, we single out a subclass of Stackelberg games with the
nice property that the leader achieves the best possible outcome for himself;
i.e., the leader’s and follower’s strategies constitute together an optimal
control law for the control problem with cost functional J;(u, v) subject to
the constraint of the state equation. A similar idea occurs in Ref. 9. The
interest of the authors in Ref. 9 is to solve the Stackelberg game (discrete
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time) when the leader’s strategy depends on information about the present
and the past values of the state. The procedure followed is the following.
First, solve the leader’s problem as a control problem with controls i, v. Lst
@* (), 5*(1), x*(¢) be the optimum control pair and trajectory, where
a*(t), 6%(r) are piecewise continuous functions of time. Consider any
function & € U, such that

alxt, =a*@), forall re[to, #].

Second, solve the following inverse control problem: with z =4 in the
follower’s cost, and the state equation, minimize J,(iZ, v), and seek condi-
tions so that v™* solves this problem, and the resulting optimal trajectory for
this problem is again x*(¢). So, if these conditions are assumed to hold a
priori, then the pair (i, 7%) constitutes a Stackelberg pair. One may derive
conditions by solving the inverse control problem, where i depends only on
x{t), or on almost any subset of {x(7); tc <7 =1} for each #. One may also
single out a whole class of Stackelberg problems where the inverse control
problem does not have v™ as its solution, whatever is the #. For example, if

Jo= J ' B'(6)yo(s) ds,

0

then v* will be optimum iff 5*(f) = 0. It is trivial to exhibit now a class of J1’s
and A, By, B, so that 5%(¢) 0.
Consider the control problem

minimize Jy,
subject to 7, © piecewise continuous functions of 7 and (45). 1
Then, (51) has the solution
a*()=—RUIBIKx(), ©*(t)=—-Ri3BsKx(1), (52)
where K is the continuous solution of
—-K =KA+A'K +Q,~K[BiR1B} + B,R1B} K, (53)

K(ty)=F,, teito, 7],

which is assumed to exist. Let ®(¢, 1,) be the transition matrix of the resulting

closed-loop system in (45), i.e.,
ad(t, 1p)/dt =(A— BRI BiK — B:R 12 BLE)®(, 1), s
4
(I)(tﬂa IO) = Iy te [t05 tf]' )

Then, the optimal trajectory x* and control values of #*, 7* for (51) are
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given by
x*(2; to, x0) = B, to)x0, (55)
7*(t) = ~Ri1 BiK B, to)xo, (56)
5*%(t) = —R 12 BLK ®({, to)xo. (57)

Let 1 be as in (37), (38), with n(t, 8) =0 for 6 =1, and let n satisfy the
identity

[ tdn(snets n=-Ri{OBIOK®,  relnyl 69

If i satisfies (58), then
70 = [ [din(t 5006 vo= [ [dn( l*6). (59

Equation (58) characterizes all the n’s which result in the same #*(f) [Eq.
(56)], i.e., it provides a class of different representations of &#*(¢) as a linear
continuous functional of

xf ={x*0); o= =t}
This class of »’s is not empty, since for example
0, for 8=1, r(fo, tr],
7t 0)={-R7; (B (K (1),  for 8<t, te(to, 1], (60)
and for 6 <t t =1y,

satisfies (58). For fixed ¢, the set of all n(s, - ) which satisfy (58) is the
hyperplane

H, ={n(t )|n(t, - )eNBV([t, 1], R™""), n(1, - ) perpendicular to ®( - , )},
shifted by (¢, - ) from the origin in the dual space of C([t,, t], R"™"). A
useful class of n’s which satisfy (58) is given by
v
n{t, s)=7(t, s)+Holt, s)+ ;1 A, 5)d(s ~pi (1), (61)

where H, is absolutely continuous in s for each #, A;:[to, #]X R > R™™" is
continuous, p;: [fo, ]~ R is continuous, d(s) = 0for s =0, d(s) = 1 for s >0,
and
! 14
[ 1B, 5)/051006, ) ds + . Ae )@, 01=0,  on (1,71,
to je=1
(62)



JOTA: VOL. 31, NO. 2, JUNE 1980 247

Another n which satisfies (58) is

O, for 6= I/Z, te {tﬁs zf}y
0’ for 6> fo, t=ty,
7i(t, 5) =4 —RT: (OB, (K (1) J (1, o) do - [2/(t~10)], (63)
0
for 8<1/2, te (1o, 4],
=R (to)B1(to)K (to), for 8 =1to, 1 =to.

Notice that

r0+(t—-r0)f2
(1) = j [d,77(t, $)1*(s); (64)

]

i.e., only the first half of the trajectory up to time ¢ is used in calculating
a*(t).

Theorem 4.1. Assume that there exists a function n* as in (37), (38),
with n*(r, 8)=0 for § =1, and an n Xn matrix function P:[fo, r]>R"™"
which satisfy

[ [dan*(t, $))®(s, ) = ~R11 (NB1 (DK (), telto, 4], (65)

fo

R (OB (OP() = RT (DBALIOK (), telto i, (66)
P(z)+j (= AP = Qar) + (s, DB} (D)P(7)
0 *(r, DRa (PR () BL (MK (2))D(r, 1) dr = Fyb(ty 1),

telte, ). (67)
Then, the pair

W, 1) = f [dm*(t, s))x(s), 68)

o*(x(t), ) =—RL B (DK (Hx(1) (69)

constitutes an equilibrium pair for the Stackelberg game associated with
(45)-(47) for any x, with strategy spaces U and V.

Proof. We set
/{(E) = P([)@(t, folxo. (70)
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Then, the vector
A =(=1, ()Y
and the control

v=-R2BjA(1) (71)
satisfy the sufficiency conditions of Theorem 3.1 for the problem

minimize Jo(u*(x, 1), v),
o (72)
subject to v V and (45),

where u is kept fixed equal to u*. That the u™ in (68) is the leader’s best

reaction to v* in (49) is an immediate consequence of the fact that the pair

(68), (69) solves the problem (51). O
The case where the leader’s strategy is allowed to be of the form

f [den(t, )]y (1 ),
where
y(t, x)=C(, x)x(s), (d/d)C(¢, 5) =0, ae fyssstst,
with (1, 5) - C(t, 5) as in (37)~(38) can also be considered. The property
(d/d)C(t, s)=0, ae hhyss<tst,

allows one to write
j [, $)ly(, ) = f d[n(t, )C(, 5)x(s),

and thus to use directly Theorem 3.1. We only mention that, in this case, the
leader has restricted memory and n™ - C should play the role of n* in
(65)~(69) in the corresponding sufficiency conditions.

For given n*, (67) is an integral equation for P(¢). Since it has a Volterra
kernel, if in addition it holds that A’(r) —n™*'(z, 1)’ B;(r) is bounded by some
M for any fy=r1=t, ty=t =1, then the Neumann series for (67) is always
uniformly convergent and furnishes the unique solution of (67); see Ref. 13.
If n*(z, s) is of the form

¥t s)= § Hi(H)-H"(s), H{t)eR”™™, H'(s)eR™™, (73)
i=1
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then (67) can be written as

P() +J A/ )+ SH (O HL (1) B (1)} P(r)®(r, 1) dr = F>d(ty 1)

£

+j Qa7 = n*(r, DR(FRIHMBLUOK (PO, 1 dr,  (74)

which is an integral equation for P with a kernel of finite rank; thus, its
solution is of the form

k r
P(t)=Eo®(t0, ) + 3. H' (NE;D(t0, 1), (75)
i=1

where By, =4, . . ., B¢ are constant matrices which can be found as solutions
of algebraic linear equations. In this case, checking (66) is easy as soon as the
Z,’s in (75) are found.

If (BLKB,) ™" exists over [£o, ;] (it suffices that rank B, = m, and Fy > 0),
then (66) is equivalent to

P)=M({)+Y(5), M()=KBy(B3KB,) 'RpuR1;B3K,  (76)
B;()Y(1)=0,  on [t, t], (77)

and (67) can be transformed into an integral equation for Y.
Theorem 4.1 suggests that, for a Stackelberg game with given A, B, G,
Ry, F;, one may try to find ™ and P which satisfy (65)-(67) and then consider
(68), (69) as a solution. Also, by solving (67) for Q,, one can exhibit a whole
class of Stackelberg games with solution (68), (69), where n*, P, K, A, B,

B,, Fi, R11, Ryz, Ry, are chosen so as to satisfy (53), (54), (65), (66),
F,=P(t;), and R»; is chosen arbitrarily.

5. Special Cases and Generalizations
We first apply the results of Theorem 4.1 to two special cases.

Case (I). Let
T}* =1,
as in {60). Then, u™ in (68) assumes the form

u*(x, t)=—Ri{BiKx(1).
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Equation (65) is satisfied and (67) simplifies to
—P(t)=P(A~B:RiiB'K)+(A—-BiRiiB.KYP+Q,
+KB;R7{R12RTIN'K —PB,R5; BLP,  P(t})=F,. (78)

If (B5KB,) ™" exists and is differentiable on [#5, #;] and if B,, KR»2R13B4K
are differentiable on [, ;] and of constant rank, then all the R,,, Q,, F>, P
with R,,>>0, P >0 which satisfy (66) and (78) are given by (see Ref. 8)

Ryu=VTV, (79)
P=M+Y, (80)
Q,=-P-P(A-B:R1{BiK)—(A-BiRiIBiK)P (81)
—~KB;R7{R 2RI BiK +PB,R3; B}P, (82)
F,=Qx(t), (83)

where
B43KB,=VAV™',  A=Jordan diagonal form, (84)
TA=AT, TI'=I">0, (85)
B'Y=0, Y=Y'=0. (86)

If ' and Y do notsatisfy I'>>0, Y =0, then one cannot conclude that R, >0
and P =0, respectively. Y and R;; have to be chosen properly differenti-
able, so that P exists and is piecewise continuous. The above construction
does not guarantee that 0, =0, F, =0,

Case (ii). Let
n*=n1+m,
where
—~R71 (OB (DL (1), for s <t, te (to, ],
=R7i (t)Bi(to)Ly(to),  for s=<to,

t5)=
m(6.5) 0, for s =1, te(fo, &, (872)

0, for s> tg, t = to,
(s— t)Lz(f), fors<t te [fo, ff},
n2(t, 5) = { 0, for s>1, (87b)

where L;, L, are real-valued matrices. Then, u™* in (68) assumes the form

W*(x, 1) = —R11 (OB (OLA(0)x (1) + Lal0) j x(s) ds, (88)
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and (65)-(67) simplify to
~R11 (DB (1)L () + La() j ®(s, 1) ds =—R11 ()By(K (1),  (89)
Rz (6)B5(1)P(t)=—R13 (B4 (DK (1), (90)
20 +j [—A(RP(r) = Qa(r) = Li (") By(r)R}E (1) B} (1) P(r)

+(t=7)Ly(7r)BL(7)P(1) = Li(r)B1(r)R1i ()R (r)R71 (1)BL (1)K (1)
+(t =1 Ly(T)Ra1(r)RT1 (T)BY (DK (1) (r, 1) dr = F®(t, 7). ©n

Cases (i) and (ii) are special cases of the case considered in the previous
section. We will consider now cases where the leader uses the previous
strategy values as well. In the Stackelberg game considered in Section 4, the
value of the leader’s strategy at time ¢ was allowed to depend on the previous
trajectory x, ={x(0); to=< 6 <r}. More generally, one may allow that the
values () of the admissible strategies of u of the leader at time ¢ depend,
not only on the previous values of x, but also on those of v. Assuming this
dependence to be linear, we have

a(r) -—=j LAt () + [ [dems(t,)Tos),

or more generally

2= [ [dom(s 9lels1+ [ tdimatt, nacs)+ [ tdn sn8), ©2)

geLyy fixed.* The 4, 72, 5 in (92) are as in (37), (38). So, for a given
choice 11, 12, 13 by the leader, the follower is faced with the problem

minimize %[ (6 Fax (1) + }' ") Qo () + T'()Raa 1 () + 5 Rayd (1)) dr] ,

subject to X(f) = Ax(¢) + B1i () + B, (¢), x(tp) = xo, (93)

(92), and &, § piecewise continuous functions of time.,

Theorem 3.1 can now be used to derive sufficient conditions for problem
(93).

* Notice that, in (92), 2(1) depends on its own previous values. If #(f) was allowed to be any
function of x(6), 5(6), ty = 6 < 1, then the dependence of 7i{¢) on ifs previous values would not
buy the leader anything additional, But, if #(r) is restricted to depend on x(8), 5(8), fr=8=1,
in a special form [like in (92); see also (94)-(98)], then allowing dependence of i#(r) on its own
previous values will benefit the leader.
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A simple version of (92} is

ﬁ(t)=j (i1, S)]X(S)+J [ds2(t, $)]z(s) + L(D)5(2), (94)

where
2()=AOx(O+ Az +Bi(an+B(05(),  z{to)=2z0,  (95)

and the matrices L, A,, B; are real-valued, piecewise continuous functions of
time, and z(f)e R', I arbitrary. For the linear system (45) with quadratic
costs (46), (47), we augment (95) to (45), set ¥ =(x'z"), and the system is

f(t)=[21 fgz}fc’(t)+[g]u(t)+[ ]v(t),

o[
=A% + Byii + B15, Y lzd” (96)

with costs Jy, J> as in (46), (47) and with the strategy of the leader restricted
to be of the form

t
utro )= [ [dii(e 5)]505) + L@ (). ©7)
to

The results of Section 4 are directly applicable to (96) and (97), and the
problem is to find 7, A, {3,, L, P so that (65)-(67) are satisfied where in
(65)—(67) one should use A, By, (B, +B,L) in place of A, By, B. Asfar as it
concerns z,, it may be set arbitrarily equal to a constant or to a function of xo
preferably linear. The choice of z, might affect not only the feasibility of
(65)-(67) but the follower’s optimum cost value as well. A simpler case of
(97} is

Gty =Lix()+ Loz (1) + Lo(2), (98)

in which case the solution of the Stackelberg game is easy, since the leader’s
controls are actually A, A,, By, By, Ly, Ly, L, i.e., the leader plays open
loop. Nonetheless, the leader’s problem will be nonlinear, since his control
multiplies the state (x', z')".

6. A Nash Game with Delayed Information
Consider the Nash game associated with (45)—(47) where, at each

instant of time ¢, both players have access to all the previous values of the
state. The admissible strategies for both players are of the form

u(xy 1) = j [dims, $)}x(s) +ba(0), (99)
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b(x, 1) = j [dmalt, 5)3(s) + bar). (100)

11 and n; are as in (37) and (38); 4:(¢) are piecewise continuous functions of
time with appropriate dimensions. By x, #, 0, we mean

aty=ulx,t), O)=vx,1),
(101)
x::[to, ] R", x{6), for all § e[t £], for all r €[4, 1],

In the next proposition, we give sufficient conditions for a pair of the
form (99), (100) to constitute a Nash equilibrium pair. The first part of the
proposition refers to a particular initial point xo, while the second part gives
conditions similar to the coupled Riccati differential equations (see Ref. 1),
which result in solutions in feedback form which are solutions for any initial
point xg.

Proposition 6.1. (i) Assume that there exist n¥, n% asin (37)and (38),

b¥, b} piecewise continuous, and w1, u2:[fg, t]> R" of bounded variation
which satisfy

w0~ [ TA @) + Q@ drt [t o, DB (o)
+Ry(1R; (B (N ()] dr=Fux(t), i#j, ij=1,2, (102)
brO+ [ [t ()16 =-Ri OBl Ow(,  i=1,2, (103)

He)=AOx (@)= Bi(HRTIB1(Hui(t) — B2(t) R (1) B (1 ualt),

x{t) = x. 104
Then, the strategies

u(x, 1) = f [det (4, 9)]x(s) + b (), (105)

o*(x, £) = j [den (5, )] () + bE (1) (106)

constitute an equilibrium pair for the Nash game associated with (45)-(47),
with admissible strategies (99), (100) and with x(f,) = xo.
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(i) Assume that there exist 7, n3 as in (37) and (38) and matrix

functions Py, P, :[to, t]> R” x R" of bounded variation which satisfy
L

P()~-] (AP +0i(0)
t

+n¥ (1, O[B;(r)P,(1) + Ry(1)R ;" () B (1) P{(r)D®(r, 1) dr

=F‘i®(rﬁ I); i&jzl’ 233:#]’ (107)
ad(t, to)/at =[A(t) — By({)R11 (1) B (H)P1 (1)
~Bi()R3; (B3 (1 P2(0]1®(4, 1), Plto, o) =1, (108)

L [dn? (t, $)1®(s, ) =R OB (OP(r),  i=1,2.  (109)

Then, the strategies

w*(eo )= [ [dont (6 9 (6) (110)

i

oo )= [ [t (65 x(s) (111)

constitute an equilibrium pair for the Nash game associated with (45)-(47),
with admissible strategies (99), (100) and for any xo€ R".

Proof. (i) Ifthesecond player plays (100}, then (102), withi=1,j=2
and

() =—Ri1 (B3 (N (1), (112)

constitute sufficient conditions for optimality, by Theorem 3.1, of i for the
control problem faced by the first player. In (102), the term R 32 Bhus is
replaced by —{, [d;n% ]x in these sufficient conditions. Similar reasoning
applies for the control problem faced by the second player when the first
player plays (105).

(ii) We will first seek solutions w1, u of (102) which will work for any
Xxy. Let

wi{t) = Pt)®(1, to)xo, (113)

where @ is as in (108). Using (111) in (102) and (103), we obtain (107) and
(109), where we considered b, =0. It is clear now that, if (107) and (109)
hold, the wu;’s as in (109) satisfy (102)-(104).
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The case where the players use strategies of the form

U(yiy £) = j [dma(t, $)Iyalt, s) + Ba(8),
y (114)
o (v2s 1) =j [dema(t, $)]ys(t, 5)+ ba(2),

where, fori=1, 2,
vilt, s)=Ci(t, 5)x(s), t=s=t
(d/d)Cilt,s)=0, ae tyss=t=t,
yi{t,s)e R™,
and
s, ) = mlt, )Cilt, 5)

are as in (37) and (38), can also be considered. The strategies (114)
correspond to the case where the ith player’s information at time ¢ is
{Gi{#, 5)x(s); to =5 =1}, We only mention that, in this case, n C, should play
the role of 1} in the conditions of Proposition 6.1.

The results of Proposition 6.1 [see also Problem (P')] can be used to
study the Nash game associated with (45)~(47) where the players use
previous values of their opponent’s strategy values. For example,

()= j' [yt )] <s>+j [dmialt, $)15(s),

5(0)= j [deroa(t, )+ | Tdimaals, Y)a(s).

Strategies of the form (94), (97), (98) can be considered for the Nash game,
and the augmentation (95) and (96) may also be employed in this case. The
procedure for studying sufficiency conditions for Nash games with such
strategies should be obvious by now and we will not take it up here.

7. Conclusions

In this paper, we provided sufficient conditions for two strategies to
constitute an equilibrium Stackelberg or Nash pair, when the players use
previous values of the trajectory of the system and possibly previous values
of their own or their opponent’s strategies. The problem that we dealt with
differs from those considered by Halanay in Ref. 2 and by Ciletti in Refs. 3
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and 4. Halanay considers the zero-sum case only, and he allows the strategy
values at time ¢ to depend on the part of the trajectory between f—7 and ¢,
where >0 is fixed. Ciletti considers also the zero-sum case and allows
dependence of the strategy values at time ¢ only on x (¢ — o) and the strategy
values between t—o and ¢, where o >0 is fixed. The strategies that we
considered were restricted to be affine in the data available. Existence and
uniqueness conditions related to the sufficiency conditions proved here are
not as yet known. Our results generalize trivially to the N-player case for a
Nash game and to the one leader—N followers case for a Stackelberg game.
Although, for the time being, our results are not accompanied by compu-
tationally efficient procedures, they are of importance since they provide
value characterizations.

Appendix

Proof of Theorem 3.1. Consider the functions
HliRn xC, XLoo,m - Ch,
H2 y Rn X Cn XLoo,m ”’Ll,ky

(115)
H3'5Rn X Cn XLco,m ‘“’Rn’
J:R"XCyXLoom= R,
defined for (£, x, u)e R" X Cy X Loo,mm by
Hi{& x, u)(t) =x(r)—j A(n)x(7) dT“‘J’ B(n)u{r) dr—xo,
Halg 5, w)(0)= | (6 )156)+ [ Tdoma(s Ylu(9)- (0,
o fo (116)

Ha(6, %, u) = £—xo [ "A(m)x(r) d»rmj "B(r)u(r) dr,

fo o

T %, u) =%[§’F§+ j OO0+ W (OROu(D) dt] .

Clearly, H,, H;, J are well defined. To show that H, is well defined, it
suffices to show that, if 4 € L., then

j‘ f[dsm(l‘, s)ju(s)e L.

Let
U€Lowm |ulll.=M.
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Then, there exists a sequence {u, },~; of continuous functions
Un:[to, ]-> R™, such that u,(t) > u(f) a.e.
and
U, (O] =M +1, for all t €1, t], for all n;

see Theorem 3, page 106, Ref. 14. Since

ya(t) = f [dinilz, s)]ua(s)
is measurable, ’
lyn (D] = (M + Dma(2),
and thus y, € Ly .. Since u, - u a.e., by Egoroff’s theorem we have that’
foralle >0, (A7)0, as n = +c0,

where

As={s:se[to, tr], |ua(s) —u(s)| =€}
The following holds:

Yn(f)*J‘t[ [dem(s, S)]u(s)? =

to

j [dens(t, $))(uta (@) — u<s))f = j L I + UA]
e () +CM+ Dey(u(AL). “

Since ¢, is finite a.e,, letting n — +00, we obtain

=€ ¢{t), a.e. in t€{t, ],

!lim va(2) —f f[dsm(f, $)Juls)

o

where lim y, (¢) stands for either limsup or limin{. Since this inequality holds,
for all € >0, we conclude that

f i, () =lim ya(),  ace. in [1o, 171 (117)
Since

by (O] = (M + 1)y ()
and (117) holds, we conclude by Lebesgue’s theorem that

[ [demi(t, $)u(s) € Lyse

0

3w, denotes the Lebesgue measure on [#, #].
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Problem (P) can be written equivalently as

minimize J (g, x, u),
subject to H;{(&, x, u)=0, i=1,2,3, (118)
(55 X, u)ERn X Cn X-Loo:m = Q
By Theorem 1, page 220, Ref. 15, we conclude that a sufficient condition for
(&*, x*, u*) to solve (118) is the existence of a (u, A, k) (CF, L1, R"Y*,
such that
JCE*, x*, u™) +(H (€%, x*, u™), u)+(Hy(&*, x*, u*), 1)
+(H3(E%, x*, u™), k)
=J(w)+(Hiw), u)+{H(w), A)+{Hs(w), k), forallwe. (119)

Since the function
J(w)=J(@)+(Hi(w), p)+{Hyw), A)+{Hs(w), k)

is convex and Frechet differentiable, a necessary and sufficient condition for
{119) to hold is that

di(g*, x*, u*; ¢, h,v)=0,

120
forall{, h,v)e R" X Cy X Loo,ms (120)

where dJ denotes the Frechet differential. Straightforward calculations
result in the following explicit form for (120):

(EF+kY =0, forallée R, (121)
j ' OQMORE) dr+j ' ()Th (1) + j f,\'(r)(j dm(s,5)IA(s)) dr

¢ t,
+pr.’(t)A(t)h(t)dt—k’J'fA(t)h(t)dt=0, forallhe C, (122)
t

I "W(ORO() dt+j‘ " WOB( () dr+j

fo

VO (] Tam ) d
K J "Byp(t)ydt=0, forallve L, (123)

O
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Use of the unsymmetric Fubini theorem in Ref. 12 yields

“Io

E;\*{:)(L:[dm(z, s)]k(s)) dr=| ’ [ds( f O 5) d:)} h(s),  (124)

t

L :W)( f [dom s, s)]u(s)) dt = j ’"[ ds( j

f)\'(t)m(t, 5) dt)] vis). (12%)

{13 ]

Using (123) and (124) in (121) and (122), we obtain the sufficiency condi-
tions (10), (11), where we replaced u by u — k and k by —F¢* = —Fx(t). [
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