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Abstract

This study applied the modified Cournot model proposed by Buehler & Schmutzler
(2008) and Milliou & Pavlou (2013) to analyze and compare the economic efficiency of
vertical and horizontal integration. For the industry of upstream R&D, this model examines
the effect of market size, product substitutability and the nature of R&D on the economy
output.

The results suggest that upstream firms will benefit from either vertical or horizontal

integration, and the benefits will be greater whemthe product substitutability is lower. While

Keywords: Horizontal
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