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In this paper, the duopolistic manufacturer's vertical structure selection under price-quantity competition with three-
stage transaction is examined. The result is as follows. If vertical transaction is done by two-part tariff, the strategy
of integrating two downstream stages but separating himself is weakly dominant strategy for each manufacturer.
This strategy is optimal for the manufacturer because it leads to the avoidance of being follower. On the other hand,
if vertical transaction is done by linear pricing, the strategy of integrating three stages is dominant strategy for each

manufacturer.
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