
VERTICAL MERGER SAMPLE BUSINESS PLAN

A vertical merger provides opportunities for improving the supply chain and improving vertically and expanding its ability
to provide marketing services to clients. Successful mergers and acquisitions allow small business owners to plan for.

Additionally, expanding into vertical integration can have significant upfront costs. Birdseye was one of the
pioneers in the frozen food industry. Credit: aventalearning. Vertical integration has several pros and cons
relative to specializing in one business function. The Company needs to perform a due diligence before
integrating backward. A third problem is a loss of focus. Firms can pursue vertical integration on their own,
such as when Apple opened stores bearing its brand, or through a merger or acquisition, such as when eBay
purchased PayPal. Alibaba[ edit ] In order to increase profits and gain more market share, Alibaba , a
Chinese-based company, has implemented vertical integration deepening its company holdings to more than
the e-commerce platform. Assessing the real value of merger acquisitions means doing a thorough acquisition
accounting. From million euros to over a billion in  The firm then reversed its forward vertical integration
strategy by selling Hertz. By this way, the Company is trying that the existing competitor exits from business
or look for another supplier and creating entry barriers for new Competitors. Instead, a vertically integrated
business model allows keeping control of all the aspects, from product development to retail. By integrating
the business with the producer of material, the Company can remove these middlemen from the supply chain
and cut the markup costs, transportation and other unnecessary costs involved in the whole process.
Companies The companies of the same size are combined together. For example, with a vertical merger your
challenge will be to integrate two businesses and cultures, to manage significant change smaller mergers will
be easier , while learning how to manage the new business within the supply chain or vertical ; Your
acquisition is strategic, not simply opportunistic although sometimes opportunistic acquisitions can prove very
successful; however the odds are against you Do you need the additional capacity the other company brings?
As many members of the supply chain, such as farmers and small food retailers, couldn't afford high costs to
buy equipment, Birdseye provided them with equipment. Is a Vertical Merger the Best Fit? Lack of supplier
competition can reduce efficiency and thus result in higher costs. Venturing into new portions of the value
chain can take a firm into very different businesses, generally requiring very different business skills. As a
company grows bigger with horizontal integration, it might become too rigid, and its procedures and practices
may become unfriendly to change. A lumberyard that started building houses, for example, would find that the
skills it developed in the lumber business have very limited value to home construction. Credit:
strategicmanagementinsight. There is a third type of vertical integration, called balanced integration, which is
a judicious mix of backward and forward integration strategies. The supply chain involves various suppliers,
distributors, middlemen. Backward integration is when a business at the end of the supply chain takes on
activities "upstream. One was an institution in the city. Initially, the firm benefits from reduced costs, which
lead to increased profits. Since the owner is in a better bargaining position, he will have stronger incentives to
invest. In this case, mostly the companies are direct competitors. There are a number of reasons to consider
mergers and acquisitions. Several factors affect the decision-making that goes into backward and forward
integration. But, there are downsides. Vertical mergers could be used to block competitors from accessing raw
materials or completing certain stages within the supply chain.


