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Abdtract : This paper investigats the impact of cost and product substitutability difference on the vertical structure.
The results suggest that the cost advantage is a good way to mitigate the prisoner dilemma. By using the homegeneity
strategy , the decentralization is changed to more efficient structure mode, or by usng differentiation strategy, the
centralization is changed to more efficient control mode, which improves the performance of two manufacturers.
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