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The article presents the results of studying the theoretical basis of implementing 
vertical inter-firm interactions and of analyzing their basic forms in today's global 
economy. It is determined that narrow specialization of companies or their branches in 
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different countries on individual stages of production processes, which leads to an 
increase in vertical intercompany interactions. The main types of vertical 
intercompany interactions, namely horizontal and vertical FDI, are inspected. In the 
first case, investments are directed on producing the final product, such as constructing 
a factory abroad to sell products manufactured at the factory at the domestic market. 
Vertical FDI is, on the other hand, characterized by investing abroad in order to save 
on production costs of semi-finished goods, i.e. the semi-finished product is exported 
for use in manufacturing a finished product. The direct and external effects arising 
from vertical fragmentation of production are studied. Depending on the direction of 
activity, vertical external effects are divided into downward effects - effects of 
consumers on suppliers - and upward effects - effects of suppliers on consumers. The 
conclusion is drawn that the existing fragmentation of production trends in the world 
economy highlight the need to involve Ukrainian economy in global value chains. It 
thus becomes relevant to analyze the sectoral specifics of the national economy in 
order to determine existing competitive advantages on international markets and to 
further develop the strategy of export support for such industries, as well as to 
liberalize the import of components and equipment for the national industry.

Keywords: vertical integration, transaction cost theory, resource approach, global value 
chains, horizontal and vertical FDI.
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