
First Order Condition:

3η2v
2c

− 3η2wS
c

= 0.

Solving for wS, we get wS = v
2.

Conclusion: In the unique SPE, the wage con-

tract offered is (wS, wF) = (v
2 , 0) and effort is

ê = 3ηv
4c .

NOTE, the SPE effort is less than first-best

effort.
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