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Abstract. The primary task of Economics, as the science of rational allocated
of limited resources, is not always fulfilled in today's globalized world. Human
irrationality and opportunism are forcing economic agents to invent new ways
to maximize their profits, accompanied by a deterioration in the welfare of
others. A regular consequence of this desire is the deepening and aggravation
of monopolization processes that was occured during almost all periods of
world economic development. Seizing power over limited resources to control
the market was as common in Medieval Europe at natural fairs as it is today
in the High-Tech Market. However, due to the growing opportunities for the
scale of influence of entrepreneurs that have gone far beyond nation-states,
market transaction processes require more complex market structures. Since
technology and innovation have made possible the type of economic systems
that we observe today in developed economies, its revolutionary changes
should be linked to the evolutionary changes of market integration forms in
monopolization processes.

The classical interpretation of the monopoly as the sole trader in the market
does not deny the possibility of its representation by the association of several
or even many economic entities deprived of economic independence as a result
of acquisitions or mergers, or operating in the market in a collude. Monopoly
power in the market means that production resources will not be used
rationally, and consumer needs will not be fully met.

The importance of studying the conditions and factors of integration forms that
can contribute to monopolization processes in industry markets led to the
writing of this article. The paper highlights the stages of evolution of
integration forms of the monopolization process through the prism of the
Technological Revolutions, as a favorable environment for its development.
Keywords: monopoly, monopolization, integration forms of the monopoliza-
tion process, trust, holding, TNCs.

Formulation of the problem. Abstract theoretical models are often limited in finding
the way of resolving market failures and analyzing market prospects. Therefore it is important
to investigate examples of real economic models, in particular, how it was operating in
different stages of historical realities. Considering on few cases observation ideal types of
market structures (perfect competition and pure monopoly) in research of monopolization
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process we should put emphasize on market types where conduct activity integration forms
of entities activity because of such market structure can be able to effect threatening
preconditions for monopolization of industrial markets.

Due to the significant impact of evolutionary processes on modern trajectory of
economic development it is worthily to consider variety of monopoly integration forms that
was conducting economic activity in certain stages of history and function on the market
today. Consider how it influences on development of the world economy using retrospective
analysis.

Analysis of recent research and publications. The works of L. Fedulov, Y. Fedotova,
I. Yatskevich, R. Danileychuk, S. Klaus, Zingales L. as well as a number of reports of the
World Economic Forum and the publications of leading economic institutions confirm us in
the effect that is caused by technological changes on production and structural features
industrial markets in the world economy, that intensificate it’s concentration level and
molopolization what directly influence on consumers. There were researched features of
various forms of integration associations, were given it’s comparative analysis, are trace the
historical conditions of nascence by researchers. Nonetheless systematization of market
factors that contributed to the emergence of coordination between economic entities and as a
result monopolization of industrial markets at a particular stage of technological development
of mankind are stayed out of attention. As we observe today even more radical tendencies
for reformation of entities forms, it is important to research experience and evolution of
changes in integration processes in markets and to predict the future consequences of
monopolization and to envisage the necessary state regulatory policy.

The formulation of the paper’s objective. The purpose of the article is to structure
stages of nascence and functioning of entrepreneurship integration forms, which resulted
monopolization of industries in national economies.

Presentation of the main research material. To conduct a research, firstly it is
necessary to outline the concept of economic integration of business entities, emphasizing
the characteristics of integration forms of the monopolization process.

I. Yatskevych under economic integration defines "the interaction process of two or
more business entities, which leads to approaching, interpenetrate, intertwining of activities,
resources and management potential." In her opinion, the main overall goal of business
entities integration is increasing the efficiency of the newly created integrated structures that
consists in increasing the share of the company in the market, increasing the volume of
products and the range of potential consumers, improving the quality of products, etc [10, p.
476-477].

Yu. Fedotova clarifications that "an integrated structure is an association formed by two
or more economic entities by establishing civil law relations for the purpose of receiving a
profit from mutual economic activity and its coordinated due to possibility creation a single
centralized governing unit [8, p. 415].

The Commercial Code of Ukraine states that «enterprises have the right to unionize their
economic activities on a voluntary basis, if it does not contradict the antitrust law of Ukraine.
An association of enterprises is a business organization formed of two or more enterprises in
order to coordinate their production, scientific and other activities to solve common economic
and social problems» [1].

The integration process reveals itself in the methods of horizontal and vertical
integration through acquisitions and mergers. W. Viscuzi, J. Vernon, J. Harrington among
the most common methods of integration allocate horizontal, vertical and conglomerate.
Horizontal mergers occur in the process of merging competitors operating in the same
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market, thereby increasing market concentration. Vertical is the association of firms that are
interconnected by a single technological chain of production processes. All other mergers
that do not belong to the characteristics of horizontal or vertical, are classified as the
formation of conglomerates - associations of firms not related to each other in either
production or marketing processes. At the same time, mergers do not always involve the
creation of integration forms and are aimed at combining the capacities of firms, which
increases the likelihood of socially beneficial savings due to reduced transaction costs.
According to the above scientists, the main goals of integration processes are to expand the
range of products, expand market boundaries or enter new markets [2, p. 253].

In world practice, there are various forms of integration, each of that has its own
conditions and consequences. L. Fedulova as the main organizational-economic forms
distinguishes: large companies with a divisional structure, holding companies, financial and
industrial groups, consortiums; contract groups; transnational corporations (TNCs). In her
opinion, the presence of a large number of TNCs that operating on the world market
characterizes a very high level of its monopolization [9, p.16,18].

V. Gorbatov notes that «in the world business practice, 10 main organizational forms of
integrated business structures have become widespread: trusts, concerns, conglomerates,
financial-industrial groups, cartels, syndicates, pools, consortiums, strategic alliances and
associationsy. [4, p. 7].

R. Danileychuk names the next integrated business structures: corporations, concerns,
holdings, financial and industrial groups, TNCs and strategic alliances; clusters as a form of
sectoral and territorial integration of business structures; integrated structures of innovative
entrepreneurship that implement the integration of science and production [3, p. 221-222].

Domestic legislation defines the following organizational forms of corporate structures:
association, corporation, consortium, concern, industrial and financial group, holding [1].

Integration forms are not prohibited by antitrust law, provided that its creation and
operation will not significantly increase the level of monopolization in the industry market.
We will formulate the circumstances and features that allow us to identify a particular
integration association as a potential threat to the competitive environment, and to consider
this entity as an integration form of the monopolization process. If its subjects:

- occupy a significant market share and after its integration, market concentration
reaches a critical value of 0.18, according to the Herfindahl-Hirschman index;

- have advantages in production, unique technologies or product;

- operate in an extractive institutional environment, that include administrative
barriers entry and exit on the market, excessive state regulation of sectoral markets,
nationalization of the economy, corruption, oligarchy, illegal lobbying, unfavorable historical
preconditions.

To simplify the analysis, we classify the most common integration forms into two
groups, depending on the degree of influence on the monopolization process:

1. Ones that remain independent business entities without losing economic and legal
independence, without creating a single center of management, and make joint decisions to
achieve certain goals — act on the basis of cooperation (cartel, syndicate, association). Thus,
the formation of such associations does not increase market concentration and does not
formally mean the operation of a single monopoly.

2. Ones that partially or completely renounce its legal, production and financial
independence and become centrally subordinated to the newly created governing body
(holding, trust, concern, TNC). Depending on the each production share of the previously
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independently functioning members of the association, the market concentration increases
significantly, what is a prerequisite for bringing it closer to the signs of a monopoly market.

In our analysis, we will consider the associations that belong to the second group,
because, as a rule, the monopolization process is linked with increased market concentration.
However, the growth of economic power of industry market agents as a result of
concentration processes is not unequivocal evidence of its monopolization, so it is important
to consider the impact of integration forms on the monopolization of the industry market,
using other quantitative and qualitative indicators [14].

The holding is defined as a joint-stock parent company that owns controlling stakes in
legally independent subsidiaries to exercise control over its operations, but does not take a
direct active part in their management. The holding company is established in order to adopt
a strategic course of activities of its member companies to improve financial results, direct
investments in the most promising areas, establish and coordinate communication and
productive personnel policy. In turn, subsidiaries address the tactical issues of its operations.

The most centralized integration entity is a trust, enterprises that became part of it —
divisions, lose its independence and nobility to make decisions about its activities. The
merger of enterprises into a trust can occur either through the inclusion of one enterprise in
another, or the formation of a new enterprise. A similar integration is a group in which
financial control and certain functions of supply, production and marketing of enterprises are
under a single management, but it does not lose its legal independence.

According to the official definition of the United Nations Commission on Trade and
Development (UNCTAD), a TNC is an enterprise that unites legal entities of all organi-
zational-legal forms and activities in two or more countries and implement a common policy
and overall strategy through one or more decision-making centres [7].

Industrial revolutions generate new technological systems and create a favorable
environment for resource accumulation, optimization and expansion of production, that leads
to changes in management and requires modified structural and organizational forms of firms
and enterprises. The firm, as a key object of Ronald Coase's institutional analysis, emerges,
in his view, precisely with the complexity of transactional processes, in order to reduce its
value. The need for control over the various structural units of the firm requires a well-
coordinated management staff and significant capital injections to ensure continuous
financing not only of current production, but also permanent product improvement and
innovation of technological processes.

The monopolization of industrial markets is most fully manifested in the monopolization
of capital, where it is involved. Therefore, since the beginning of capital accumulation,
starting from the period of the Great Geographical Discoveries, markets have not always
demonstrated its competitive conditions, moreover, it is much more pronounced in anti-
competitive associations. Understanding the complexity of the accumulation of equity by one
firm, helped to unite enterprises for consolidation (concentration of capital). Thus, a
«monopolist" was born with a different share of influence of individual owners operating
under one «cover».

We propose to single out the stages of the nascence of integration forms of the
monopolization process, through the prism of the Industrial Revolutions. Revolution — as an
abrupt, radical change, compared with the previous state of development, changes the
production capacity, which leads to the evolution of organizational market forms.

Stage 1. The Industrial Revolution (2nd half of the 18th — Ist half of the 19th century) —
transition from agrarian to industrial economy.
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Prior to this stage, the feudal system in society and the colonization of the New World
were the main sources of capital, the increase of which was devastating, due to it passed from
hand to hand. In return, the Industrial Revolution led to rapid economic growth,
unprecedented, as a result of the accumulation of new capital, the source of which was the
growth of productivity. At the initial period, the rapid increase in population and favorable
institutional environment created wide opportunities for inventions and the beginning of own
craft. At the same time, the ideas put forward at that stage by the representatives of classical
economics — the importance of competition, creating better and cheaper goods, giving
freedom to entrepreneurs, rejecting false negative prejudices associated with technical
innovations — had a significant impact.

However, the nature of labor organization changed from handicraft production to a
factory-centric model in the period from 1760 to 1850. The ideas of free competition spread
as rapidly as the number of factories, first in England and later throughout Europe. However,
the gradual growth of heavy industry and mechanical engineering had led to the identification
of strong players in the market. Centralization, concentration of capital and production
capacity made the monopoly an integral part of industrial society, which at that time
functioned in its classical sense, mainly representing the only entity in the market.

Stage II. The Technological Revolution (2nd half of the 19th century — beginning of the
20th century), which is reflected in changes in production technologies — the replacement of
steam energy with electricity, implementation of conveyor processes, the widespread use of
petroleum products. The most common form of production is a corporation that focused on
standardization and mass production.

The classic example of the development of monopolization capital during this period
was the United States of America. Favorable recreational potential, a strong raw material
base, developed infrastructure, in particular, the construction of railways, in tandem with an
effective state policy of protectionism and the successful application of the Second Industrial
Revolution inventions — made a powerful industrial-agricultural country and gave it
supremacy. Nevertheless, the economic development of the USA was interrupted by crises
of overproduction, accompanied by stagnation, which was the driving force to the concen-
tration of production and centralization of capital.

The most common form of monopoly in the United States of America — trusts, that in
1901 owned 3/4 of all industrial products in the country. This process was began in 1879. by
J. Rockefeller who founded the Standart Oil Trust in the oil industry, that led to the
monopolization of 90-95% of refined oil in the country. Later, the merger of trusts with
banking monopolies led to the creation of a financial oligarchy, represented by two leading
banking groups: J. Morgan and J. Rockefeller, which united 112 banks, railways, insurance
and other companies, and their capital exceeded § 22 billion (56% of the country's share
capital) by 1903 [5].

In the USA during 1895 to 1904 was created 42 big corporations that controlled at least
70% of respective industry markets. It was caused by great merger which threatened
American entrepreneurial traditions, that regarded competition as a necessary way to
economic growth and prosperity of public welfare, making monopoly unacceptable way of
functioning of the market [15].

Trusts have been criticized and their structure has not been effective in all areas of
business, in particular, the construction of railways in the UK and the USA required
investment while investors who accumulated capital during the industrial construction and
development phase wanted to invest it. This contributed to the creation of holding companies
as a form of corporate control, first in New Jersey, the USA in 1889. This process of capital
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concentration and market power in the hands of a small number of people monopolized
strategically important industry markets.

Stage III. The Digital Revolution (2nd half of the XX century — the first decade of the
XXI century) — transition from analog to digital technologies.

Changes in the sectoral structure of the economy were closely linked to changes in the
sphere of production, in particular, the use of distributed production. The main characteristic
feature of the new industrialization was the shift of efforts from creating a product to the
design phase, as well as to the phase of product promotion to the consumer. Computerization
of the economy, the widespread use of electronics, computers, and information technology
have changed not only production capacity but also management style and human
relationships. Corporations began to take on more complex forms, the borders of countries
ceased to be a constraint on the expansion of influence, began to create branches in the form
of subsidiaries around the world, with headquarters in the founding country.

TNCs, that had began operating in the early X VII century, the greatest dominance in the
world market achieved two decades after World War II. In the mid-50s of XX century banks
in the world's leading countries begun large-scale investment in industrial stocks, stimulating
mergers and fostering capital concentration. Thus, if in 1906 there were 2-3 leading firms
with assets of $ 500 million, in 1971 there were 333 such corporations, and TNCs began to
control 70-80 % of the world trade outside the centrally planned economies [11].

The ability of TNCs to maximize its monopoly profits and reduce the tax burden is
explained by the ability to carry out "transfer pricing". This method allows TNCs to set prices
for transfers of goods, services, technology and loans between its branches around the world.
Such prices are significantly different from the prices that unrelated firms would have to pay.
This is a mechanism that allow to reduce the price in countries where tax rates are high, and
increase it in countries with lower tax rates.

Today, in the world are about 60 000 of parent TNCs and about 500 000 branches. Along
with that TNCs had grown to huge size and its annual turnover exceeds the GNP of most
countries [13, p. 152].

The threatening fact is that nation-states today are more vulnerable than giant
monopolies. Influencing factors that give TNCs a monopoly position in the world market are
closely intertwined in identifying its positive and negative sides for public welfare):

- diversification of production process in different countries, taking into account the
available resources and potential of its markets (but devastation of the resources of the host
countries);

- access to larger capital resources, including long-term loans (but the concentration
of capital);

- constant awareness of market conditions and greater access to information (but
through spheres of influence, the possibility of disseminating information beneficial to them);

- clear organizational structure (but too large payment packages to management and
shareholders).

These features have given TNCs the opportunity to actually establish the "rules of the
game" in the world market, making them "monopolists of the XXI century."

Stage IV. Industry 4.0 (have begun in the second decade of the XXI century) — represents
the rapid spread of computing, cloud storage, artificial intelligence, and billions of networked
devices, that taking production and consumption to the next level.

In 2017, the main topic for discussion at the World Economic Forum (WEF) in Davos
was the stage of the current era of innovation, under the influence of which, changing
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industries. A new type of industrial production will be based on so-called big data and its
analysis, production automation, augmented reality technologies and the Internet of Things.

The term "Industry 4.0" was originated in 2011 at the Hanover Fair to explain global
value added chains. It was introduced by WEF founder Klaus Schwab in his book, The Fourth
Industrial Revolution, describes Industry 4.0 as blurring the boundaries between the physical,
digital, and biological spheres. The first steps in the world towards a new industrial revolution
were cloud technology, the development of methods for collecting and analyzing Big Data,
crowdsourcing, biotechnology, unmanned vehicles and medicine based on 3D printing. The
cryptocurrency Bitcoin and Blockchain technology have emerged in the world of finance.
Klaus Schwab identifies four main effects: rising customer expectations; improving product
quality; joint innovations; new forms of organization. According to him, the leaders will be
companies that have a unique platform that unites many people [6].

"Smart companies" are replacing large corporations and rent-seeking monopolies. The
development of technology allows the delegation of responsibilities to people all over the
world, which can lead to the cooperation of promising young people and the creation of their
own products that could create competition for global corporations. Entrepreneurs, that
engaged in high-tech business, predict the onset of the era of mini- and micro-production
what could lead to decline market concentration. In particular, crowdsourcing is considered
to be a promising area for the spread of competitive conditions today — an effective way of
delegating tasks to the remote community of users via the Internet, which is seen as an
environment and social tool for effective communication.

After all, without such prospects, the world economy risks becoming even more
monopolized in the near future. For example, in the USA more than 75% of industry markets
showed an increase in concentration levels, with the Herfindahl index increasing by more
than 50%. Also in the last two decades, the size of the average publicly listed company in the
USA tripled in market capitalization: from $1.2 billion at the beginning of the period to $3.7
billion dollars in 2016. As explained this is the result of two tendencies: the reduction in the
rate of establishment of new companies (from 14% of existing firms in the late 1980s to less
than 10% in 2014; a very high number of mergers, that for many years in this period have
exceeded $2 trillion in value per year [16, p. 120].

Conclusion. Various integration forms of monopolization process in at a certain stage
of economic development of mankind were initiationed to improve the efficiency of
economic processes. The research paper has showed a correlation between the nascence of
integration forms in the monopolization process with technological systems. Thus, we can
single out the following factors that at certain stages associated with the processes of
technological innovation, prompted businesses to merge and acquisition processes:

1. In the early stages of capitalism, the transition from factories, farms, small
businesses to monopolistic associations was due to the threat of economic stagnation, the
need to raising a big capital, as well as limited access to resources and the need to reduce
average costs.

2. The next stage and more complex technological innovations, for market transfor-
mations and even greater industrial development required to overcome the investment deficit,
to achieve the merger of financial and industrial capital, to overcome the inability of
enterprises to independently organize the supply, production and marketing.

3. Informatization, computerization and globalization have led to the possibility of
expanding production processes far beyond national economies and the mass monopolization
of the world market through integration associations of companies around the world.
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4. Today, borders are even more blurred, workers are not reside to a specific place of

work, management is remote, cooperation does not involve physical presence, and
opportunities to implement new ideas are limited only by knowledge and skills. Competition
based on enthusiasm and the desire to improve each other's welfare has great potential to
reduce the influence of monopolistic integration groups.
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Amnoraunis. [lepiioueproBe 3aBaaHHs €KOHOMIKH, SIK HAYKH IPO palliOHaJIbHE PO3IO-
PSIDKEHHST OOMEXEHHMH pecypcamu, He 3aBXKAUW BUKOHYETBhCS y Cy4acHOMY TIJI00aii3o-
BaHOMY CBITi. JIto/ichKa ippalioHaNbHICTh Ta ONOPTYHI3M 3MYLIYIOTh €KOHOMIYHUX CY0’€K-
TiB BUHAXOJIUTH IO pa3 HOBI CITOCOOM MaKCHMIi3allii CBOTO PUOYTKY, IO CYIPOBOKYETHCS
MOTIPIICHHSM T00p0o0YTY iHIKX cTOpiH. [ToriauOineHHs Ta 3aroCcTpeHH MOHOMOMI3AIlITHIX
MPOIIECiB, IO BiIOYBAJIOCS YIPOJOBXK MPAKTUYHO YCIX MEPIOJNiB CBITOBOrO €KOHOMIYHOTO
PO3BHUTKY, € 3aKOHOMIpPHAM HACIIIKOM IBOTO TparHeHHs. 3aXONHUTH BIaxy Hall oOMexe-
HUMH pecypcaMu 3aIJis peani3amii KOHTPOJIO HaJ PHHKOM OylI0 Tak caMO 3BHYHO Y
CepenHbOBiUHIM €BpoIli Ha CTUXIMHUX SpMapKax, sK ChOTOIHI Ha PHHKY TEXHOJIOTiYHOT
npoxaykuii. [Ipore, 3Bakaroun Ha 3pOCTaHHS MOMKIJIMBOCTEH MacIITa0iB BIUIUBY IiANPUEMLIIB,
10 BUIIIIM OaleKko 3a MeXi HalliOHAJIbHHUX JeprkaB, HPOLECH PHHKOBUX TPAaHCAKIiH
NOTpeOyIOTh CKIaJHIIIMX PUHKOBUX CTPYKTYp. [lo3asik came TexHoJorii Ta iHHOBAIlil 3po-
OMJIM MOJKJIMBUM TOM THUI €KOHOMIUHHMX CHCTEM, 10 MH CIIOCTEPIraEMO ChOTOJHI Y PO3BU-
HYTHX €KOHOMIKaX, TO iX pEBOJIOLIIHI 3MiHU BapTO MOB’sI3yBaTH 13 €BOJIIOL[IHHUMYU 3MiHAMHU
PHHKOBHX IHTErpaliiHux GopM Ipyu MOHONOJI3AIIHUX TIpoLecax.

Knacnune TpakTyBaHHS MOHOMNOINII SIK €IMHOTO IPOJABLs HA PUHKY, HE 3alepedye
MOJKJIMBOCTI MPEJCTABICHHS ii 00’€THAHHAM KUIPKOX YM HaBiTh 0araTh0X SKOHOMIYHHX
cy0’€eKTiB, M030aBICHUX EKOHOMIYHOI CaMOCTIHHOCTI B Pe3yIbTaTi NOTJIMHAHHS UM 3JIHUTTS,
abo X SKI JIFOTh Ha PHUHKY 3JIaro/pkeHO. MOHOMOJBHA BJaja HAa PUHKY O3HAUaE, II0
BHUPOOHMYI pecypcH He OyIyTh BUKOPUCTAHHI y paIliOHAIBHUHN crociO, a moTpedu CIIoXu-
Ba4iB He Oy/yTh 32/I0BOJICHHI IIOBHOIO MIpOIO.

BaxnuBicTh JOCHI/PKEHHS YMOB Ta YMHHHUKIB BUHMKHEHHs iHTErpauiitnux Gopm, 1o
MO>KYTb CIIPUATH MOHOIIOI3AI[IHHUM IIpOIiecaM Ha rajy3eBHX PHHKaX 3yMOBHJIA HAIIMCAHHS
uiei crarri. Y poOO0Ti BUOKPEMIJIEHO €Tany €BOJIOLIT MOHONONICTHYHUX 00’€JHaHb Yepe3
B32€EMO3B’S130K 13 TEeXHOJOrIYHUMH PEBOJIIOLISMY, SIK CHPHUSTIMBOIO CEPEeAOBHINA JUIS 1X
PO3BUTKY.

Kiro4oBi cjioBa: MoHOMOUIIS, MOHONOMNI3AMis, IHTErpaniiHi ()OpMHU MOHOIIOJII3aMik-
HOTO mpoliecy, TpecT, xonaunr, THK.
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