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The Motivation of the Backward Vertical Integration of Chinese
Grass Indusry and Animai Husbandry Industry (3) Designing a
three dimensional analysis chart on the motivations of vertical
integration and analyzing the motivations of the backward vertical
integration from Modern Farming and Purple Pasturethe

GONG Yan-ru

(Zhejiang Hecheng Huizhi Investment Management Company)

Abstract: The paper sums the motivation theory of vertical integration and plans to measure the
motivation of enterprises to actulize the vertical integration. The paper summarizes the main reason on why
the vertical integration should be considered from the following three perspectives: external enterprise
environment; trading between enterprises; internal resource/capabilities of the enterprise. The writer designs
a three dimensional analysis chart on the motivations of vertical integration conbining the characteristics of
China’s livestock/grass industry from three different perspectives for the first time, and applys it to the
livestock/grass enterprise’s backward vertical integration example cases. Through the case analysis, this
paper thinks the three dimensional analysis chart of vertical integration motivations can well reflect the varies

motivations for implementing vertical integration of enterprises in that industry, and can be used as a
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standardized framework. The result of backward vertical integration from Modern Farming and Purple
Pasture shows that: this strategy effectively solves the problems encountered in the process of enterprise
development, successfully pushing the growth of the enterprises to a new height. The paper also gives
recommendations on both the development of China’s grass/livestock industry AND its development strategy
options within the industry afterwards.

Keywords: vertical integration, backward vertical integration, motivation, dimension
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