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THE VERTICAL INTEGRATION IN THE INDUSTRY OF WINE 
WHAT SUPPORTING POLICIES SHALL BE ADAPTED? 

 
CUM VA TREBUI ADOPTATĂ POLITICA DE SUPORT IN 
INTEGRAREA VERTICALĂ DIN INDUSTRIA VINULUI? 

 
REMZI KECO*, BAHRI MUSABELLIU*  

 
 The country's economic development has brought substantial changes in 
the Agribusiness System, shown especially in the dynamic changes of 
economic environment in the agro-industry firms activity, represented by 
these enterprises operating in the sphere of production of agricultural 
products (farms), enterprises that support these activities (producer of 
agricultural inputs) , and enterprises operating in the sphere of agro-
industry. In this context, we do not exclude the actors involved in the wine 
industry, where it should be noted that it seems some positive trend, 
between farmers and producers of wine. But, it should be noted that, 
related to the fact that the level of efficiency of activity between actors 
involved in the value chain, is significantly conditioned by the strategies 
followed by enterprises for the production of wine, issues related to 
efficiency of use of production’s factors, strategies and behavior of farms 
producing grapes, destination and mode of implementation of supporting 
policies in this area etc. Considered above, and in particular, the weak 
linkage between producers and wine industry, through this study we 
intend to offer some opinions and explain that supporting the farmers 
must be acted indirectly, through the support of the wine industry 
enterprises, would be very realistic and useful as this, above all, would 
allow the development of partnerships between farmers and industry of 
wine, and in this context, the harmonious functioning of the system. 
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1.OBJECTIVES 
Agro-industry is currently one of the important directions of our 

economy development and in this context the production of wine industry 
has its role and its contribution which is not less important. It is a fact that 
vinedresser and vinery are considered as sectors with traditions, and 
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moreover with high priority in the past, present and future, for a number of 
reasons, which are all well-known.  
But do substantially link to each other these two sectors and which is the 
impact of the bilateral development of them?  

Which sector should take in fact the role of leader in the trend of 
development, reminding here, not just "row" of development, but the 
orientation, construction and implementation of the supportive policies? 

 
Precisely for these and other problems associated with them, we intend to 

offer some opinions, we believe are useful. More specifically we should stress  
that will be presented the material that aims to contribute towards defining 
modest and constructive suggestions on alternatives in terms of supporting  
farmers, given the strategic stimulation objective of vertical integration 
between Farmers, cultivator of vineyards and the Industry of wine 
Production, focusing on:  
Analyze the dynamics of the development sector of the wine production 
industry in the sense of vertical integration, through comparative examples 
of some representative industries. 
 Assessing the structure of the strategic development of these enterprises, in 
view of this first strategy of vertical integration. 
 Assessment of the dynamics of viticulture sector development, in view of 
its relations   to the wine enterprises.  
 Identification and suggestion of new directions on cooperation between 
actors who have problems and mutual interests that are involved in the same 
chain offer, in order to develop, to have mutual benefits and resolving the 
problems they face. 
 Suggestion and design of steps and policies for a harmonious integration of 
the sectors in the agribusiness in favor of the whole "health"  

 
2.METHODOLOGY. 

Realization of paperwork, which is the reference, is based mainly on 
the method of analysis and syntheses, based on the assessment of data 
provided  through the structured interviews with groups of typical grape 
producers, representatives of rural communities, traders, association village, 
etc, semi-structured interviews with experts and representatives of the agro-
industry, exporters, government officials, international aid agencies, 
directors of NGO-s, etc. statistical data provided by Agricultural and Food 
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Directorate of Korca region and the annuals of Ministry of Agriculture, 
Food and Consumer Protection data, detailed reports on the activities and 
operations of Rilindja enterprise in Korca town and ALFA, Fllorin, Greece, 
studies and works published after year 2000, etc . 

2.1. Base hypothesis: 
The study, which refers to material that will be presented, is based on two 
main hypotheses: 
Increase of the activity’s efficiency of the wine industry is conditioned not 
only by the business enterprise, but of all the actors who participate in the 
value chain as well (vinedresser, input industries, processing industries 
grapes etc). This conclusion means building and implementing a strategy 
which focuses on reducing costs, concept known as supply chain 
management. Although it is clear that a strategy of internal cooperation and 
partnership would be highly beneficial for all stakeholders who participate 
in the chain of the offer, the reality shows that at various stages of the 
production system, instead of a co-operative behavior with each other, 
companies often tend to behave in an autonomous way towards their 
"opponents".  
Adoption of an integrative strategy, where the vertical integration is 
estimated as a healthy choice that would enable all participants in the chain 
benefit from a better performance of the entire system 
Integrated economies reduce costs through reducing transaction costs*, 
eliminating some activities, reduction in duplications of general expenses, 
reducing the costs of inventories as a result of improved coordination of 
activities, improvements in the supply of inputs, better control business 
environment, increasing credibility for products, etc. 
 

3. RESULTS AND DISCUSSION 
3.1 Results. Viticulture sector at national level is a whole positive 
development dynamic. Area planted with vineyards represents about 1.3% 
of agricultural land, or a total of about 21 m² per capita population 
vineyards†.This very low figure are present at a time that, according to the 
data, neighboring countries data are about 8-10 times higher. 
Chart 1.Growth surface vineyards are shown in the chart below: 

                                                
* Michael. Porter “Competitive strategy”. 
† MAFCP Statistics.(Ministry of Agriculture, Food and Consumer Protection) 
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From data obtained, in point of view of our study, region of Korça has a 
vineyard area of about 831Ha of which 320 ha are destined for table grapes 
and 511 ha for processing, with a total production of 3127 tones*. It has 
been estimated that most of the vineyards are planted in the last decade. In 
our position paper, arguing for the necessity of vertical integration in the 
wine industry, we stopped in the district of Korca, and specifically in some 
municipalities, where viticulture is a tradition, gathering the information 
needed by about 100 typical cultivator of vineyards for a number of 
indicators, as shown in the table below: 
Chart 1 Data for grapes producers in several municipalities of Korça 
No Indicators Unit Results† 
1 Average surface of farm ha 1.27 
2 Average surface of vineyard ha 0.443 
3 Source of funding (savings and immigration) % 95.8 
4 Source of funding (bank loans) % 0 

5 Source of funding (state) % 4.14 

6 Using the labor force working within farm  % 92 
7 Using of the labor force outside farm  % 8 
8 Information on cultivar from experts, representatives of 

industry etc. 
 1-10 3 

9 Perceptions of market risk from imported grapes.  1-10 10 
10 Destination of production (consumption & processing 

family) 
% 33.4 

11 Destination of production (occasionally sales in the 
market) 

% 55.9 

12 Destination of production ( contracted sales) % 10.62 

                                                
* AFD Korca Region (Agriculture and Food Directorate). 
† According to data of questionnaires 
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13 The level of negotiation with the agro-industry makers  1-10 3 
14 Participation in the market regardless of the volume of 

selling 
% 100 

15 Level of education (low) % 37.5 
16 Level of education (secondary) % 50 
17 Level of education (high) % 12.5 
18 No chemical treatment. Nr 5.5 
19 Hand Treatment   % 87.5 
20 Mechanized treatment. % 12.5 

Meanwhile the wine industry in this area, represented by Rilindja Company, 
might be characterized by some indicators, as can be seen in the chart 
below: 
Chart 2.Information on the company “Rilindja” 

No Indicators Unit Result* 
1 Tradition  (duration of operation of the company) Year 1961 
2 Legal Status Form LRC 
3 Capacity Tone 500 
4 Using Level % 30-35 
5 Capacity of elaborated wine Hl 20000 

6 The level of the capacity exploited % 25-35 
7 The amount of raw materials provided by the market 

occasionally (within the country).  
ton 60 

8 The amount of raw materials provided by the market with 
regular contracts 

ton 40 

9 The amount of raw materials produced by the company. ton 0 
10 The amount of raw materials provided by the market 

occasionally (imports).  
ton 20 

11 The amount of raw materials provided by the market with 
regular contracts(imports) 

ton 80 

12 The amount of wine sold inside the country % 100 
13 The amount of wine sold abroad % 0 
14 Number of employees  20 
15 Need for supporting schemes by the state Nga1-10 5 
16 Loans with low rates (K),co-financing (B) B or K B 
16  The percentage of funds allocated by the state that should be 

assigned as support for wine companies. 
% 50 

16.1 The percentage of funds allocated by the state that should be 
assigned as support for farmers. 

% 50 

                                                
* According to data by wine industry authorities 
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As can be understood, the data charts above reflect the assessment of a 
concrete reality, which is still far from the concept of vertical integration to 
make possible the vinedresser involvement in the chain of the added value. 
However, from an analysis and preliminary assessment of the data above we 
can conclude: 
 
 
3.2. Discussions 
A. For vinedresser 
In the time period of about ten years, the area planted with vineyards has 
increased to about 2800 ha, not considering the damage of former existing 
vineyards, but the average surface level farm is 0443 ha, inconsiderable to 
enable the development of partnership and integration of production with 
processing industry. The above fact and the conclusion reached, brings us to 
the definition that supporting policies should aim the increasing of the 
production capacities of market farm products in the present case, the 
surface of the vineyards. 
 Referring to problems related to financing sources, there can be presented a 
very interesting situation. In farms interviewed, about 96% of the funds for 
the viticulture development are resources of farmers themselves (savings 
and remittances) and only 4% of resources are provided through state 
payment schemes. The above fact speaks clearly of the need for 
concentration and specialization of production which has not posed a 
development strategy and in these conditions we can only express ourselves 
theoretically about the need of vertical integration. This conclusion is 
supported by the fact that the farms interviewed, about 92% of the needs for 
labor force provided by the family, showing that agriculture capitalizing is 
far yet. 
 Another interesting finding related to the fact that the work done so far 
contributes little in development of viticulture and viniculture. We stress 
that the results of this survey show that surveys have estimated in low 
parameters, issues related to information related to structure variety, 
information provided by the specialists of the wine industry, etc. It is to be 
highlighted the issue relating to the level of negotiation with the maker of 
the agro-industry. Lack of this information by farmers and their discordance 
with the requirements of the wine industry, which makes them always face 
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with market risks of imported grapes. The data show that farmers give great 
attention to this risk, (again, using the system of evaluation by 1-10 points 
 Referring to survey’s data, we notice that about 67% of the production of 
grapes has as destination the market and only about 11% of the amount is 
realized through contracts! And moreover, the lack of contracts makes that 
about 33% of the grape’s production is consumed and processed in the 
family. These three data confirm the conclusion above, that the level of 
integration between farmers and wine producers is lower. And of course that 
does not happen differently when about 88% of the interviewed, confirm 
that the chemical treatments of vineyards continue to be prepared by hand. 
 
B. For processing industry of wine. 
Referring to the data of the wine industry, can be drawn some conclusions  
The first problem relates to the fact that the level of use of production 
capacities of the wine industry is low, about 30-35%. Natural questions 
arise: why this situation happens: 
Insufficiency of supply? 
Supply is fragmented? 
Missing contracts conditions? 
The quality of grapes is low? 
The cost of domestic production is high? etc. 
Although there are restrictions on domestic production supply, assessing the 
situation at the country, worth mentioning that other questions made above 
would receive positive response. But, of course, issues deriving from them 
are not simply a problem of the farmers, but rather an issue of the wine 
industry. 
The data show that the amount of raw materials provided to markets within 
the country occasionally, are about 35-37% of the total. This situation is 
entirely a result of policies implemented throughout this period of transition, 
where the "distance" between farmers and processing industry is evident. 
The amount of raw materials provided by markets within the country with 
regular contracts is represented about 25%. This situation is the result of the 
abovementioned problems. Inadequacy of conditions and dysfunction of the 
contracts system is extremely problematic for the development and 
integration: farmers - processing industry.  
The amount of raw materials produced by the company itself is about 0% of 
all raw materials. As to the alternative of integration, we can say that 
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currently there has been little achievement (a small area of about 2 ha 
planted in recent years and still not in production in the case of our 
company). To bring attention to the auditor in countries like ours a high 
importance is dedicated to this type of integration. In the case of considered 
enterprises, one of them operating in Greece (Alpha) it is completely 
integrated toward raw materials in two basic forms: ownership in about 70% 
that is typical and that by rent for a long period of time in about 30%.  
Of course, the benefits created in these cases are economic in nature but not 
only, in the context of the activity and the efficiency of enterprises well-
functioning, cooperation and performance of the system. 
 The amount of raw materials provided to markets abroad occasionally 
constitutes in approximately 10% of the total  
The amount of raw materials in markets outside the country provided with 
regular contracts constitutes in about 45% of grapes totally purchased. 
These two indicators give us an idea that the functioning of market forces 
and the relations between actors are in another level not only in terms of 
overall level of development but that of the vertical integration in particular. 
 

4. WHAT CHALLENGES SHALL BE FACED? 
Considering the analysis above, our farms continue to face problems 

already known, and agriculture continues to function within a structural 
deformation apparent that surely will continue to require time to fit the 
parameters of agricultures developed countries, but not only. 
 It is clear that the implementation of the scheme of supporting directly the 
farmers for viticulture and olive through DMC no. 3 dated 10.1.2007 will 
give positive effects in increasing the fields of cultivated areas and in 
increasing the production of this sector, which will increase the level of 
requirements completion for the agro-industry. But we must not forget that 
this strategy (referred evaluation system for applicants to benefit from this 
scheme), may have unclear effects on regionalization of production, the lack 
of which does not contribute to vertical integration, will face the effects of 
short-term benefits and this does not constitute a development strategy, 
effects in the direction of decreasing poverty level or compensation to the 
farmers incomes, effects in the direction of increased of the production risk  
Therefore, we must stress that the whole agro industry and the production of 
wine in particular in present terms, need strong support and that in addition 
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to risks for our country has more chances to organize this sector for a long 
period. 
 
 
5.1. Strategic actions: 
It must be noted that the basic strategy that should be chosen, has to do with 
the evaluation of system-level agribusiness and vertical integration, focus 
and implement policies that allow connections between the actors in the 
system, to enable its operation as a whole, so that the farmer can consider 
his farm as "annex" of the enterprise and themselves as a part time 
employee of it.  
Note that are absolutely necessary the well functioning supportive 
government policies, meaning the improvement in policy making, focusing 
on these directions 
In view of orientation and coordination of activity system as a whole, of 
economic contribution we should suggest integrated supporting not only for 
the viticulture sector but and wine production, so that the agro-industry 
through co-financing, a known practice in the European countries, turning 
the agro industry sector into beneficiary, leader of the market and alternative 
rural development, for reasons of committed investment. These schemes 
will figuratively set in motion a "train", which has a strong locomotive as 
agro-industry, which leads clearly "rolling stock" farmers. In itself, this kind 
of support would be "a test" for the market and its forces, so that the sector 
should be more supported, thus allowing the vertical integration and 
consequently development of partnership FARM - AGROINDUSTRY.   
Other benefits from the implementation of this policy would be :larger 
efficient use of funds; offering more chances to increase the level of 
productions regionalization; strengthening partnerships farm- agro-industry 
and consequently, sustained growth in farm production and their integration 
in the system of agribusiness; encouragement of farmers participation in the 
chain of added value and benefits that derive from it; increasing the role of 
agriculture as a source of income and employment; increase competitive 
ability of enterprises involved in the agribusiness, through supporting of 
restructuring and developing the activities that allow the addition of value; 
increased options and opportunities for the provision of income; reduce the 
level of unemployment and reduce migration; improving the quality of life 
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in rural areas and promoting a variety of economic activities, through the 
creation of new jobs.  
Supporting the priority, not only individual farmers, but farmer groups also 
will make evidently more benefits and relating it to the only option that 
remains, which is the cooperation and just only cooperation. Achieving this 
goal requires the implementation of an obviously political support to 
priority groups manufacturing; implementation of a political supporter and 
participator, planning and construction of rural markets in the region and 
providing access to their communities, farmers  
Participation of state funding, real assets long-term assistance in organizing 
cooperatives, mainly in marketing and typical supply in developed 
countries, support for the diversification of economic activities at the farms, 
etc. 
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