Market Integration

Market integration

· Market integration as a process which refers to the expansion of farms by consolidating additional marketing functions and activities under single management

Types of Market integration
1. Vertical integration

· Forward integration

· Backward integration

2. Horizontal integration

3. Conglomerate integration

Motives of Integration
1. Vertical Integration
· More profits by taking up additional functions

· Risk reduction through improved market coordination
· Improvement in bargaining power and the prospects influencing process

· Lowering costs through achieving operational efficiency

2. Horizontal Integration

· Buying out a competitor in a time-bound way to reduce competition

· Gaining a larger share of the market and higher profits

· Specializing in the trade

3. Conglomerate Integration

· Risk reduction through diversification

· Acquisition of financial leverage 

· Empire-building urge

Measurement of Integration
1. Integration among farms of a market
2. Integration among spatially separated markets
a) price correlation
r =   Integration   

r =   Integration 

b) spatial price differential and transpiration costs

If integrated,

Price difference = Transpiration cost
If not integrated,

Price difference = Transportation cost
