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ADVANTAGES AND DISADVANTAGES OF ECONOMIC INTEGRATION AS THE
BASIS FOR DEVELOPMENT OF DOMESTIC SMART ENTERPRISES

As part of the integration process, such relationships are established between enterprises
that ensure long-term convergence of their general goals. The desire of smart enterprises to
interact in the form of integration is due to the advantages it possesses: reducing the level of
uncertainty in supply and sales, limiting competition, facilitating the diffusion of smart
technologies and smart processes, innovations, and reducing costs [1; 3; 5].

Types of economic integration differ significantly in the nature of integration processes.
The main ones are carried out based on "acquisition™ and "merger". In addition, the processes
of creation and unification of smart enterprises, in which small and medium-sized business
entities participate, play an important role in the economy. In fact, an integrated entity can
include many more entities that form a chain consisting of not one, but two or more links. The
number of participants may also include structures that are not connected by technological
processes, but they also make a significant contribution to the synergistic effect, as they provide
the necessary financial and other infrastructure [2; 4; 5].

Economic integration provides significant advantages: an increase in the amount of
profit received by a smart enterprise is achieved by solving the problem of "double
marginalization™; the uncertainty in the offer of components decreases, their delivery is carried
out "just in time"; there is an opportunity to redistribute risks throughout the chain; transaction
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costs are reduced; there is a significant number of side effects (acquisition of additional
information, optimization of the tax burden, etc.); diversification of production, which allows
to reduce the overall risk of management. Also, along with the advantages of economic
integration, there are disadvantages, which include: a decrease in production efficiency and an
increase in costs per unit of production due to the rejection of the division of labor and
specialization; the increase in the scale of smart enterprises complicates the process of
managing it, as well as leads to an increase in the costs of control and management; merger and
acquisition processes are associated with a significant amount of financial costs for the
implementation of such transactions; vertical integration creates barriers to entry into the market
and ensures the monopoly power of seller enterprises; reducing the flexibility of smart
enterprises when changing technologies; difficulty in adapting to different corporate cultures
[3; 6; 8].

At the same time, the main factors that negatively affect the activity of a new integrated
business structure are, as a rule, errors in planning the final results of the merger, which
destabilize changes in the market situation in the economy, the inefficiency of the newly created
organizational and management structure of the company, the incompatibility of corporate
cultures, the growth of uncontrolled expenditure items [2; 7].

Therefore, an integrated structure created in any form has a number of important
characteristics: it acts as a way of economic cooperation and achieving a social compromise in
the relations between small, medium and large businesses on the market; as a voluntary
contractual association of smart enterprises of various smart specializations and spheres of
activity, created for the purpose of jointly solving business tasks; as a way of effectively using
the resources of smart enterprises participating in the integration, achieving an economic effect
from doing business [8].
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