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Abstract

This article explains how companies use forward and backward vertical
integration, the advantages and disadvantages of vertical integration and if the
companies adopt vertical integration what the venture they may face in the future. The
text assumes a bread company — ultra-high bread company owner analyses the
advantages and disadvantages of using the vertical integration and decides to use it.
This company use forward integration cooperating with flour factories, wheat farmers,
milk suppliers and sugar mills; using backward integration to establish bakeries and
then set up an afternoon tea shop — Mine café. Ultra-high wheat bread company after
the completion of the integration, they may face a number of risks. We use two
matters as examples. We sort out that whether a company adopt vertical integration, it
not only measures its benefit after integration but also considers potential risks.
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