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One Way Spillovers Effect in a Vertical Differentiation Market

Under the Cournot and Bertrand Duopoly

BAI Rang-rang, LI Hui
(School of Management, Fudan University, Shanghai 200433, China)

Abstract: This paper compares the firm’s quality choice and profit under the Bertrand and Cournot competition market with one-way spillovers

effects. An asymmetric duopoly is proposed in a vertical differentiated product market. Simulations shows that the leader and follower firm’s quali-

ty and profits are always higher under Cournot quantity competition than under Bertrand price competition gave the rational content value of the

spillover element and learning effect. Even with the one-way quality spillovers effect and follower”’s learning incentive increasing, the leader’s qual-

ity will reduce, but those kind of inverse effects are usually lower in the Bertrand competition. The follower’s learning efforts will decrease with

the spillover effect increasing. Those finds can interpret the relationship changes between the native firms” innovation and the joint-venture compa-

ny ‘quality choice.

Key words:one way spillovers; game model;vertical product differentiation; numerical simulation



