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In recent years, several multinational corporations have begun to implement
a vertical integration strategy in sport. This paper will examine the theoretical
underpinnings, recent cases of engagement in the strategy, regulation of vertical
integration, and contemporary tactics employed by corporations in the sport and
entertainment industry to successfully implement vertical integration. Vertical in-
tegration has been defined as a strategy by which growth occurs through the acqui-
sition of other entities in the channel of distribution. It is, in essence, a diversifica-
tion tactic. The intent is to gain control over production and distribution in an
effort to maximize profits with greater efficiency (Cerato & Peter, 1991).
Mintzberg's (1989) “Mintzberg on Management” portrayed vertical integration as
outdated and relegated it to the “great merger movement of the 1960s” (p. 153).
Mintzberg and Quinn (1998) questioned the appropriateness of vertical integra-
tion in the downsizing and outsourcing economy of the late 1990s, yet other au-
thors contend that the success of vertical integration as a strategy depends more on
the maturity of the industry than prevailing strategic thought (Cerato & Peter, 1991;
Harrigan, 1983).

Traditionally, vertical integration has been defined as a strategy wherein a
corporation extends its scope of operations either backward toward suppliers or
forward toward retailers and consumers (Megginson, Mosley, & Pietri, 1991). Risks
of vertical integration exist in both cases. In backward vertical integration, a com-
pany is exposed to increased risks as capital investment demands typically in-
crease. This is clearly visible in sport where integrating backward exposes the firm
to the continued escalation in player salaries. The risks of forward integration exist
through fluctuations in consumer demand. If demand falters, producers are left
with inventory that no one wants. Thus far in sport, consumer demand has contin-
ued to rise, although in some sports, spectator attendance has declined.

The benefits of vertical integration include cost savings realized through a
reduction of redundant services and personnel (Harrigan, 1983). Disney provides
the best example of this advantage. With ownership of the Anaheim Angels and
the Mighty Ducks, Disney personnel can provide services to both operations at
critical times during their respective seasons. While some season overlap is un-
avoidable, the winter-summer dichotomy does provide economies of labor for
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