LUCRARI STIINTIFICE, SERIA I, VOL. XIX (2)

EFFICIENT OPERATION OF THE WINEMAKING COMPLEX FROM THE
REPUBLIC OF MOLDOVA

TENTIUC CRISTINA*!, MOCANU NATALIA', ARMAS ANDRETI*
'State Agrarian University of Moldova, Chisinau, Republic of Moldova,
%Polytechnic University of Timisoara, Romania
*Corresponding author’s e-mail:tentiukcristina@mail.ru

Abstract: Failures of the Republic of Moldova in agricultural development are the
consequences of the lack of scientifically justified economic policy of the creation of
production capacity of the agricultural products and of the domestic agricultural producer
protection. The winemaking complex is a functional subset of the national economy; it has
a significant impact on the social, economic, ecological aspects. The winemaking complex
includes not only economic agents, but also contributes directly to a better quality of life.
The production of the agricultural sector, grapes during technological processing chain,
doubles its value; it cannot be artificially created and synthesized as other raw materials.
For these reasons the problem of developing the wine sector has become actual.
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INTRODUCTION

The problems, which in recent years have burdened the economy of the Republic of
Moldova, have not spared the agricultural sector. Agriculture has its traditional risks
imposed by climatic conditions and at the same time it is in the period of transition from a
totalitarian regime, from a specialized agrarian system to the agriculture that needs to
review the structure of production, forms of organization, to find outlets, to face
competition, exogenous and endogenous political factors. The producer of the wine sector
is facing unprecedented problems in time and space. Today there appeared a number of
institutional, organizational problems, etc. Currently all segments of the technological
chain of the winemaking complex are in a difficult situation. Today, the wine sector needs
ideas, economic analysis, suggestions, and mechanisms of economic support.

MATERIALS AND METHODS
The study of the problem of developing the winemaking complex was based on the
contemporary economic concepts; the dialectical method was applied with such elements
as: induction and deduction, analysis and synthesis; specific methods of economics were
used: research, observation, comparison.

RESULTS AND DISCUSSIONS

The winemaking complex of the Republic of Moldova is a system with many
elements influenced endogenously and exogenously; it consists of subsystems that are
regulated by economic policies, by the market economy, by scientific and practical
recommendations, by weather conditions, by the experience and professionalism of the
work involved in the complex, by each element of the system, by the level and multitude of
connected systems [8, 9]. The winemaking complex is a multi-structural system that
includes production structure, organizational structure, and management structure. The
operation of the winemaking complex provides a certain amount of final product (wine).

Rural area has an important role in making the operation of the winemaking complex
development more efficient. In the Republic of Moldova there are a lot of big and small
villages, so it has directed its occupations in agriculture without perspective.

In these conditions agricultural lands were fractionated; the use of modern
production means has become inefficient, the farmer doesn’t use technical equipment at
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high potential [1]. The problem can be solved by developing economic mechanisms that
would contribute to the release of a part of the agricultural population from farming
activities and their employment in industrial and service rendering activities, etc., creating
integrated parcels of agricultural land, which would allow applying modern agricultural
techniques.

Agriculture cannot be developed without the existence of a specific infrastructure.
Rural area is a component of this infrastructure. Rural areas cannot (or better to say, should
not) be converted into large crowds of farmers. Rural areas must be located close to
agricultural areas. Rural area and agricultural development depend on each other. Rural
problems are not the same in different countries. In some countries rural areas should be
restricted; in other countries they should be expanded. In the Republic of Moldova rural
area needs diversification of rural residents; in rural areas mini capacities of processing
agricultural raw materials, including grapes, should be placed.

The winemaking complex works inefficiently. In order to increase the productive
potential of the winemaking complex from the Republic of Moldova grape-vine plantations
should be renovated by 2030, so each year there must be planted at least 5500 ha [9].

In order to improve the functioning of the winemaking complex specialty literature
gives various treatments of the term “efficiency”. Efficiency is the word of Latin origin:
"efficiency” - "effectiveness” - quality [3]. Different authors assign to the word
"efficiency” different meanings. Many authors, for example, believe that efficiency
characterizes rational development [6].

The notion of “efficiency"” reflects the result of human activity and becomes a
general scientific concept [7]. The concept is really very general. A number of indicators
can be considered as units for measuring efficiency. Depending on the purpose even a
means of destruction can be effective or not.

Efficiency means satisfying the needs of people [2]. Depending on the economic
policies some activities can be considered effective if they generate profit; other activities
are effective if they create prerequisites for solving social problems.

The efficiency of The efficiency of production of The efficiency of wineries
winemaking as a dry wines, vintage wines and production
branch of national cognacs, considering their period
economy of maturation
— . The efficiency of
The efficiency of Types qf eff|C|ency of the . production in the
Viticulture wine IndUStI’y househo'ds Of the branch
The efficiency of wine The efficiency of economic and The efficiency of using
production social measures by applying processing capacities of
scientific and technical progress enterprises

Figure 1. Types of efficiency of the wine industry
Source: elaborated by the authors on the basis of the specialty literature
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The economy of the winemaking complex from the Republic of Moldova, in the
context of European integration, must support certain quantitative, qualitative and
structural modifications. Therefore, we need to have variants of developing the country’s
agriculture, to change some accents. The Republic of Moldova must comply with the
demand of the European markets, diversify its economic partners, and the final product of
winemaking branch. The winemaking complex shouldn’t focus on raw material for alcohol
production but on high quality packaged wines, etc. These principles must be expressed in
laws, designed to enhance economic mechanisms, to create a system of labor motivation in
all segments of the winemaking complex.

The systemic treatment of the winemaking complex allows to determine the
interactions between the subsystems, the elements of the system that contribute to the
development of the complex, to solving social and economic problems. The final product
of the winemaking complex are qualitative and less qualitative wines. The volume and
quality of the final product are determined by:

1. Exogenous factors;

2. Factors related to technological progress;

3. Factors related to the development of the country;

4. Factors related to the use of own resources.

Each factor includes other factors:

1.1 changes on the external and internal markets;

1.2 effects of the global economic environment;

1.3 changes in economic and social policies in the country, in other countries;

1.4 natural disasters (frosts, droughts, diseases, landslides etc.)

1.5 using machinery in agricultural practices, in grapes processing:

1.6 using new ways to protect grape vines from frosts, drought, diseases;

1.7 using certain technologies to maintain wine quality during transportation;

1.8 increase of technicality level in farming, processing;

1.9 level of technical, scientific, technological, economic, social development of the
country;

1.10 level of labor productivity in all branches of the national economy;

1.11 efficient use of own resources (financial resources, resources of fixed capital,
working resources, farmland, grape processing areas, etc.);

1.12 skill level of the managers from the winemaking complex;

1.13 creation of new wines [2].

So, the Moldovan wine industry is of particular importance (Moldova has natural
conditions, production capacities for winemaking, experience, professionalism, land that
can be used exclusively for the cultivation of grape vines, etc.); it must be supported by the
state not through subsidies but through economic policies that will lead to the reform of
organizational structure [9]. Wine industry can contribute to a substantial increase in the
final product and, therefore, to the increase of Moldova's GDP, to the increase of
employment, to the reduction of unemployment, to the improvement of rural area, to
solving ecological problems.

The efficient operation of wine industry can be performed at the level of the farmer,
of the primary processing of grapes, of the secondary processing of the primary processed
wine, at the level of marketing. But the efficiency will be considerably increased if the
economic policies of the Government will create preconditions for the “integration of the
farmer" in the technological chain: raw material - processing 1 - processing 2 - trade. In
this "chain” should also be included sphere 3 - trade.

The reformation of the winemaking complex is possible only if there is political will
in the Republic of Moldova.
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The main opponent to the restructuring of the complex are profiteers from the
current system. If the government was not interested in maintaining the current form of
operation of the wine complex, if there were not corrupted winemakers then the
reformation of the winemaking complex could be solved.

Wine Sector Restructuring Program (Program) was designed by the Government and
the European Investment Bank (EIB) to address structural weaknesses in the Moldovan
wine industry.

Table 1

EIB disbursed amount vs. allocated amount per each year, 2012-2016 (euro)
year No No of Total amount of | Value of EIB Value of FB Value of EIB % of

of allocated sub-project, allocations, co financing, | disbursed amount, | allocation

FB | subproject EUR EUR EUR EUR s by year
2016 | 15 15 (1,174,516) (121,812) (1,052,705) 2,331,766 -0.29%
2015 21 21 15,434,138 7,118,631 8,315,507 7,738,137 16,68%
2014 9 10 24,230,308 10,971,620 13,258,686 10,611,957 25,71%
2013 11 12 22,720,279 11,035,785 11,684,494 8,607,808 25,86%
2012 9 10 29,286,982 13,676,533 15,610,449 9,794,552 32,04%
total | 65 68 90,497,190 42,680,758 47,816,431 39,084,221,0 100%

Source:winemoldova.md

During reporting period of 2012-2016 within the Program Filiere du Vin was
approved the investment subprojects in total amount of 90,497,190 Euro, from which
42,680,758 euro are requested from EIB loan and 47,816,431 euro are covered from Final
Beneficiaries own contributions

Restructuring of the winemaking complex should be started from the "tail", from the
prices of final products - wines. The Republic of Moldova must reduce the export of
grapes, of primary processed wine. The export of raw materials solves a number of
economic problems of importing countries (Romania, Ukraine, Russia), discouraging
Moldovan society.

Wine consumers from the Republic of Moldova and from outside are of particular
importance [3]. It should be taken into account that the population "is aging", alcohol
consumption per capita decreases, only quality wine is consumed. The number of wine
importers from the Republic of Moldova are also important. Maintaining the relations of
wine products export only with a few countries (Romania, Ukraine, Russia) is in the
detriment of the Republic of Moldova. The geography of wine products exports should be
diversified. A particularly important problem, that is currently unsolved, is determining the
total cost of each subject in the productive processes of the technological chain: raw
material - processing one -processing 2 - trade. The problem cannot be solved because of
the lack of the balance between the branches of the Moldovan economy.

The winemaking complex must develop differently from the situation when the
Republic of Moldova provides the population of variuos countries with sweet liquor with a
high degree of alcohol. The European consumer has other preferences. To overcome this
situation constructive proposals are necessary: to increase the number of grapes producers
through economic levers; to stimulate the export of the final products of the winemaking
complex; to keep the prices of wine at a stable level. Good proposals can contribute to the
economic efficiency of the winemaking complex from the Republic of Moldova. Solving
the problem of the economic potential growth in the winemaking complex has become a
matter of first importance for our country.
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CONCLUSIONS

The winemaking complex can be streamlined by a number of optimizations at each
stage of agricultural production: processing-1, processing-2, marketing, storage of the final
product. A considerable contribution in maximizing the operational efficiency of the
winemaking complex can be achieved by process modeling, examining the effectiveness of
all possible alternatives. The efficiency can be significantly increased by formulating the
whole problem through the technological chain.

The efficient operation of the winemaking complex can be achieved by rationalizing
all economic activities; by determining the optimal structure of the varieties of the final
products at the stages processing-1, processing -2; by activation and diversification of the
activities of marketing type, etc. But there is a way to optimize the operation of the
winemaking complex with significant economic and social effects: complex treatment of
"chain" technology; solving the problem from "a" to "z": from grapes cultivation to making
high-quality wines.

The operation of the agroindustrial complex, including the winemaking complex, can
become effective by balancing supply and demand for agricultural raw materials. In the
winemaking complex it is required the balance between the processor’s demand for grapes
with the supply of grapes provided by the farmer needed to produce the required quality
wines.

In this context, in the Moldovan economy there appears the problem: to develop an
incentive system for the farmer and for the processor so that they, operating separately,
could provide the simultaneous supply and demand for grapes. Such a balance helps to
streamline every economic subject, to streamline activities at the micro, miezo and macro
level, to contribute to the increased added value, to reduce unemployment, to increase
remuneration.

The activities of grapes producers can go together with the activities of wine
producers, that is to constitute a single economic subject; they can be independent: grapes
producers and wine producers are separate economic subjects. In the second case the
question arises: can grapes producers work efficiently or cannot? The question can be
answered by using analytical analyses with the methods of modeling, imitation of grapes
production processes by the farmers and grapes processing for wine production by the
winemakers.

The problem of the efficient operation of the winemaking complex may be treated in
various forms and methods. But the key to increasing the efficiency of the winemaking
complex and of the Moldovan GDP is in the elaboration of optimal programs at the macro
level. They will only incidentally coincide with the economic interests of the farmer or
winemaker. In these circumstances the Government needs to develop economic policies to
motivate economically the farmer and the winemaker in the realization of the optimal
program developed at the level of the national economy.
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