Lid < BRZEYaFE S AL

L%

WL Fe il eLs FERF LR ML KK
The Study of Product Differentiated Strategy of Vertical-
Integrated Firms in Asymmetric Vertical-Integrated

Model
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Abstract

This study attempts to establish an economics mathematics model of asymmetric
vertical-integrated model to discuss product differentiated strategy of vertical-
integrated firms and process innovation strategy of non-vertical-integrated firms.
Discuss how market expansion and consumer preferences change affect the firms. We
extend the model of Buehler & Schmutzler(2008) and Garella & Lambertini (2012).
The main results of the study are follows : (1) The production of vertical-integrated
firms will more than non-vertical-integrated firms.(2) When market expansion, both
firms will increase the production. And amount of production of vertical-integrated
firms will more than non-vertical-integrated firms. (3)When consumers' preferences
for differentiated products increase, firms will product more differentiated product
and produce less non-hedonic product.(4)When both market expansion and
consumers' preferences for differentiated products increase, it beneficial to the firm
adopt product differentiated strategy ,and the firm will devote more effort to product
differentiation. And it unfavorable to the firm adopt process innovation (profits

decrease) ,and the firm will reduce the process innovation.

Keyword: asymmetric vertical- integration ~ vertical —integration ~ product
differentiation ~ market expansion -~ consumer preferences ~ process innovation
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