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Abstract — Local food markets are the interaction of local 

producers and consumers of food products. Over a long period, 

scientists have identified demand, supply, prices and competition 

as the main elements of market conditions, and producers and 

consumers of goods which are specific to a particular market as 

the main participants of market interaction. A distinctive feature 

of the local food market is the concentration of market agents in 

a certain region and their interaction in accordance with the 

preconditions for the development of local communities that form 

the demand and supply of food products, taking into account the 

technological features of their production. The spread of 

integration processes leads to competition between integrated 

structures. Within the framework of alliances and partnerships, 

local market participants strengthen their competitive positions 

by combining resources, skills, and experience, i.e. competencies 

of participants. Food market actors have an opportunity to fight 

for international leadership and gain market positions that 

ensure the sustainability of their future position. At the same 

time, cooperation is observed between participants who 

previously competed with each other. The conceptual regulations 

of the functioning and development of the local food industry 

market represent a combination of scientists' views on the 

problem of integrational interaction of regional actors in the 

form of holdings, clusters, networks and other geographically-

localized structures, with regional economic participants that 

form and regulate supply and demand in the food industry 

market in accordance with the regional development targets, 

taking into account the limitations and preconditions to satisfy 

population demands for high-quality own-produced food. 

Keywords — local food markets, integration, infrastructure 

development, holdings. 

I. INTRODUCTION 

The solution to the food problem is impossible without the 
effective functioning of the food markets of the country and 
regions but the rational organization of the market space. The 
geographical features of Russia in solving the problem of its 
food security bring the development of local food markets to 
the first place.  The performance problems of these markets 
are not fully understood, and a number of regulations for 
organizing the existing production and market infrastructure 
are debatable. It means that a special attention should be paid 
to the applied organizational and methodological tools for the 
development of the local food market, which allows solving 
the most important problems. 

This set of issues is covered in the scientific works of the 
following Russian scientists: Cherepova R., Hitskova I., 
Matveeva A., Plahotnikova P., Zhakhova N., Stepanova T., 
Kurnosova A., Hasanova A. 

The aim of the work is to study, justify and clarify 
theoretical aspects of local food markets functioning in the 
framework of the development of integration processes and 
clarify the specific characteristics of infrastructure 
associations. 

II. METHODOLOGY 

While writing the paper, a comprehensive scientific and 
methodological approach was used, including the following 
methods: descriptions, comparisons, analysis and synthesis, 
analogies, deductions, generalizations and graphic. 
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III.  DISCUSSION 

The market in the most general sense is the interaction of 
producers and consumers. Projecting this approach on the food 
market and clarifying it, R. Cherepov gave the following 
definition: “the food market is a set of socio-economic 
relations in the sphere of exchange through which the sale of 
food products is carried out”. Note that in our opinion the key 
aspect in the given definition is the social significance of 
exchange processes in food markets. 

The economic mechanism of the food market cited by the 
author is considered as a system of economic levers, 
incentives and regulatory methods aimed at creating favorable 
environment for the effective functioning of its participants 
[2]. 

I. Hitskov carried out systematic studies, which concluded 
that the food market operates according to three laws: the law 
of value, the law of demand and the law of supply. The first 
law is involved in the formation of the average price level in 
the market and affects the level of socially necessary 
production costs. The laws of supply and demand determine 
the ratio of cash and commodity flows, supply and demand in 
the market and form the price. 

 A. Matveev, P. Plahotnikov, R. Cherepov and other 
authors [1], involved in the study of food markets, name a 
number of characteristics of their performance. The main of 
them are summarized (Figure 1). 

It should be noted that the last sign in modern institutional 
conditions has practically lost its relevance. Moreover, in the 
"era of the decline of liberalism" (as presented by R. 
Nizhegorodtsev), state regulation of the economy, including 
the formation and development of local food markets, is being 
updated. N. Zhakhov, relying on the work of 
neoinstitutionalists, while substantiating the need for state 
regulation of the agro-industrial complex indicates that “the 
economy is not closed system, but inextricably linked to social 
relations, politics and ideology. The mechanism of free 
competition in such a system does not fulfill the role of an 
equilibrium regulator, since the market is structurally 
transformed by monopolies and the state. Therefore, to 
achieve economic equilibrium, state regulation is necessary.”  

According to T. Stepanova and A. Kurnosov, nowadays 
“the Russian food market contains only some elements that are 
the essence of the market mechanism. However, this does not 
form a unified economic system. The state consciously and 
purposefully participates in the formation of the food market. 
Moreover, it creates favorable conditions for its work and is 
based on the laws of commodity production” [3]. 

Agreeing with the statements discussed above, we note 
that in modern conditions the sign of state policy in the 
framework of food markets performance is transformed into a 
protectionism policy. 

The necessity to develop and protect mechanisms for the 
domestic food market performance is especially relevant in the 
context of the sanctions policy and the violation of 
traditionally established economic relations in the field of 
export-import food supplies [12]. 

 
Fig. 1. The main characteristics of food markets 

A. Hasanov says that preconditions and environment are 
necessary for the normal performance of the food market. 
Complementing the list he proposed, we made the following 
clarifications (Figure 2). 

A feature of the local food market is the concentration of 
market agents on the territory of a certain region and their 
interaction in accordance with the restrictions, as well as the 
preconditions for the development of local communities, 
which form the demand and supply of food products taking 
into account the technological features of their production. 

In condition of modern development of the global 
economy, the movement of more than half of the world gross 
product along the value chain and its implementation take 
place in the structure of integration ties. In Russia, the 
importance of integration ties is especially high, because they 
help to minimize the level of uncertainty. Moreover, 
competition turns into cooperation by establishing contacts 
with consumers, government agencies and the public and other 
agents; facilitates the mechanism of technological re-
equipment, the introduction of innovations and their diffusion 
[8]. 

From the position of the stakeholder, integration 
interaction is a reaction of regional economic participants 
interested in its development to the resource problems, which 
is implemented in the desire to establish mutually beneficial 
ties and cooperation. The majority of researchers, as a rule, 
call business, government, civil society institutions, and the 
population as the main stakeholder groups [15]. 

Taking into account that socio-economic agents can be 
divided into two groups of agents that make decisions; and 
“influence agents” whose solutions are not targeted, we note 
that the integration interaction occurs with the participation of 
agents of each of the given above types (Figure 3). 
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Fig. 2. Clarified preconditions and operating environment of the food market 

 
Fig. 3. The scheme of integration interaction in the process of formation of 

socio-economic relations in the local food market. 

After integration processes have been formed, a long-term 
convergence of strategic goals between their participants takes 
place. In this case pure competition is transferred into one of 
the types of cooperation. The range of opportunities of such 
cooperation varies from weak interaction to direct 
management, where market relations transfer into intra-
company deliveries based on concluded contracts [10]. 

Throughout the entire period of transformation of the 
national economy, which began in the 90s, the main form of 
participants’ integration in local food markets was holdings, 
many of which are still operating in accordance with the 
temporary regulations adopted in 1994. 

The appearance of numerous holdings contributed to the 
formation of the main element of the market conditions which 
is supply, since holdings accounted for the largest share of 
marketable products represented on local food markets. As an 
example, we consider agricultural production by categories of 
enterprises in one of the main agricultural regions of the 
country – in the Voronezh region (Figure 4). 

 
 

Fig. 4. The structure of agricultural production by farm categories in 2018 in 

the Voronezh region 

The main share of the gross and marketable products of the 
local agricultural market, including food market, is made by 
large organizations, which fully confirms the movement 
towards integrated cross-sectoral integration. 

The food market infrastructure can be divided into 
functional and system-forming. Functional contains market 
participants who are involved directly into the process of 
commodity exchange: banking, insurance, consulting 
companies, agricultural enterprises, processing complexes and 
food industry enterprises, procurement, insurance 
organizations, trade centers, public catering and other entities. 
The system-forming infrastructure includes market 
participants who form the process of commodity circulation: 
wholesale food markets, exchanges, terminals, distribution 
centers, cold storage plants, elevators, etc. [5]. 

IV. RESULTS 

In order to solve the research problems, we have developed 
an actual functional and system-forming infrastructure of the 
local food market, specific features, which are shown in 
Figure 5. 

The differentiation of agents is applicable only to the 
regional economy because  with the help of  economic, 
administrative, regulatory, financial, and other instruments, the 
state power executive, media, population, consolidation of 
producers, and other groups of regional economic participants 
can significantly influence the formation and market 
development of a product specific to a given region (the 
production of which is effectively specialized in a substantial 
share of local goods production). 

The positioning of the state power executive is based on 
participation as agents regulating supply and demand in the 
development and implementation of the development strategy 

Development 

of 

Entrepreneur 
activities

Formation of 

responsible 

behavior of all 
economic 

entities

Improvement of  

the tools of a 

multi-structural 
economy.

Development 

of a 

competitive 
environment

State regulation of 

the production, 

preparation, 
processing and 

sale of certain 

types of food raw 
materials

Preventive 

development of 

production and 
market 

infrastructure

Elimination of 

logistical 

obstacles to the 
movement of 

goods flows 

within the 
country

Development of 

risk insurance 

mechanisms

Integration interaction in the 
local food market

Influence

agents

Decision-making

agents

59,60%
29,10%

11,30%

Big agricultural organizations

 Agricultural Enterprises

Personal  enterprises of population

Advances in Economics, Business and Management Research, volume 148

679



of a region, food supply policy for the population of a region 
and other documents regulating food consumption [11]. 

 
Fig. 5. Specific features of the functional and system-forming infrastructure 

of the local food market. 

The role-based identification of regional economic 
participants, caused by their involvement in managerial 
interaction, is aimed at developing the local food market. The 
study identified five groups of regional economic participants 
involved into the local food market performance: state power 
executive; entrepreneurial structures; population; public 
organizations; mass media. 

The dominance of integration processes, which are the 
nature of the emergence of consolidation of entrepreneurial 
structures, generalized organizations and other subjects of the 
regional economy, is the basis for their involvement in 
managerial interaction [15]. 

New institutional conditions are appeared in the 
development of the local food market on the base of the 
intensification of integration interaction. 

This statement is the result of a syllogism: 1) the local food 
market is a modern institution; 2) integration processes lead to 
the formation and development of local food markets, as they 
mediate the involvement of regional economic participants in 
managerial interaction and activate it; 3) the integration 
interaction of regional economic participants involved in the 
formation and development of the local food market is a fact 
of institutional changes. [4] 

The need to develop local food markets is obvious and 
axiomatic. Based on this thesis, the study determined the 
conditions for the development of local food markets (table 1). 

The forms of integration interaction of regional economic 
participants who encourage the development of the local food 
industry market are vertically integrated holdings, research 

and production clusters, producer networks, and competency 
networks [6]. 

TABLE I.  CONDITIONS FOR LOCAL FOOD MARKETS DEVELOPMENT 

Condition type Content 

 Sufficient the presence of organizational and economic 

preconditions for the specialization of the region in 

the production of goods that determine the market 

Necessary integration networking in the most promising forms 

 
The desire of regional economic participants to avoid 

transaction costs leads to the following consequences: 
(1) autonomously functioning regional economic participants 
create integrated structures of a corporate (holding) type; 
(2) corporate structures and regional economic participants 
maintain autonomy form integrated cluster-type structures; (3) all 
participants of the regional economy, including the population 
and state power executive, are involved in network structures, 
which are the top of evolution of integration interaction forms [9]. 

The disadvantage of the current structure of the local food 
industry market, considered on the example of the Voronezh 
region, is underestimated role of educational, research and 
development organizations, and as a result it hinders the 
development of such promising forms of integration 
interaction of its participants as scientific and production 
clusters, networks of manufacturers and consumers, etc. 

The development of integration processes in the form of 
associations, alliances, strategic partners, clusters, networks, 
etc. is a means of ensuring the competitiveness of residents 
and, in general, the regional economy, represented by local 
markets of goods specific to a given territory. 

The spread of integration processes leads to the fact that 
there is competition between integrated structures. At the same 
time, within the framework of alliances and partnerships, local 
market participants strengthen their competitive positions by 
combining resources, skills, experience, i.e. competencies of 
participants. Food market actors get the opportunity to fight 
for international leadership, gain market positions that ensure 
the sustainability of their future entrepreneurial position. In 
this case, cooperation between participants who previously 
competed with each other can be noted [4]. 

The result of the integrated process is the formation and 
development of consolidation of market counterparties, which 
in their present or future activities are able to receive and 
realize the benefits of integration, which initially served as the 
motives for their interaction. 

V.  CONCLUSION 

The conceptual regulations of the functioning and 
development of the local food industry market represent a set 
of author's views on the problem of integration interaction of 
regional actors in the form of holdings, clusters, networks and 
other geographically-localized structures. It is necessary to 
note that regional economic participants form and regulate 
supply and demand in the food industry market in accordance 
with the regional development targets, taking into account the 
limitations and preconditions to satisfy population demand for 
high-quality food products of own production. 
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