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Abstract: The purpose of this article is to identify the entire value chain of apple production sector from Republic of
Moldova, beginning with production and ending with final consumer. Value chains of apple sector is important to
structure a frame of actual situation on the production sector, varieties, consumers ‘habit, export possibilities. The
research main aim is to underline the situation in apple production sector at actual time and to plan a strategic
overview for a future development. This will make possible for entire sector to make necessary changes for example
to access new export markets or to change apple varieties. Another reason is to rise productivity and quality
productions, as well as to orient investment possibilities in right direction. To achieve this goal, we used research
methods such as analysis and synthesis, comparison, generalization, statistical analysis, expert assessments and
surveys, structural and logical.

It should be noted that apple sector is one very important for Republic of Moldova economy from the export
perspective. Analysis of the surveys and researches literature shows that today, among researchers and
practitioners, there is no clear vision of the sector and approach of development of apple sector.
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1. INTRODUCTION

Republic of Moldova agricultural sector has perspectives to develop fruit production segment to satisfy
internal and external market demand. Studying value chain of apple production sector can bring up the
solutions on identified problems.

According to FAO reports until 2050 the demand on agro-industrial products will rise up to 70 % and the
sector has to be a strategic priority to development for food safety and security.

2. FRUIT SECTOR CHARACTERISTICS IN REPUBLIC OF MOLDOVA

The production of high value crops, especially fruit, offers the best potential for increasing profits and
incomes in rural area. Economic indicators obtained per unit of area (hectare) is higher for fruit
compared to field crops.

Market economy trends orient agricultural producers to practice and respect following aspects:
e Implement modern intensive technologies
e Develop value chain on product
e Practice commercial agriculture
e Develop market-oriented infrastructure
e Promote cooperation and association of producers
e Accessing new markets

An important operator in the fruit sector is the European Union, both in fruit production as well as their
consumption. Next, we aim to analyze the state of the fruit sector in the EU, because it is in the
immediate board of the Republic of Moldova and is a strategic market for our country, moreover as it is
ratified the Association Agreement with the EU, which provides some facilities for marketing fruit. The
agreement allows some marketing facilities of fruits, namely: 80 thousand tons of apples, 10 thousand
tons of plums and 10 thousand tons of grapes, it benefits from exemptions from customs duties and
thus offers clear opportunities for market access from EU countries. A big problem in the apple trade is
the quality of fruits and the certification of GlobalGAP.
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Areas cultivated with apples in the EU tend to decrease in 2016 compared to previous years, because all
the orchards that are planted are intensive and super-intensive, which ensures the competitiveness of
apples.

The important EU countries that produce apples are Poland (19.7%), Italy (15.8%) and France (13%).
Poland in the last 6-7 years has doubled the volume of apple production and is an important operator
on the EU market.

The current low efficiency of the agricultural sector is due to poor market connection and low-level
competitiveness of agricultural products. This state of affairs is determined by a string of inefficiencies
of interconnected markets, which together form a vicious circle difficult to face.

The production of seed fruits have a positive development trend since 2017 the volume of production
increased 2 times compared to 2010 while the areas on fruit or reduced 5.8% in the same period. The
seed sector is dominated by apple orchards, where there are qualitative changes and farmers are
oriented to the planting of intensive and super intensive orchards, which allow to increase the
competitiveness of local fruits.

In the Republic of Moldova it is estimated that there are approx. 2 thousand hectares of super-intensive
apple orchards. The specialists from the fruit branch estimates that in 10 years the area of super-
intensive apple orchards will constitute approx. 8.5-10 thousand hectares, which is a good trend and
requires support for encouraging producers to apply modern technologies for fruit production

Modernization of fruit production technology, increasing the level of intensity and planting orchards
with perspective varieties have contributed to increasing the volume of fruit in recent years compared
to previous years, which is a good thing and is sustainable for the given sector.

For the fruit business it is important to select varieties for cultivation, because their correct choice
allows the manufacturer to guarantee its market. The figure below proposes for analysis the structure of
apple production in 2017 in the Republic of Moldova after sorts from the total volume of apple
production of 430 thousand tons.

Analyzing the registered apple harvest of 430 thousand tons in the Republic of Moldova and the
structure by sorts, we conclude, that the assortment range is not the best, because the massive
plantings of the last 10-15 years have not been correlated with the demands of related markets and
manufacturers are forced to adjust business based on current conditions. In the structure of the volume
of apple production Idared holds the lead with 26.7%, followed by Golden with 17.9%, Florina with 9.8%.
For the last ones 3-5 years there is a tendency to improve the assortment quality of planted apples, but
this effect will be felt after a longer period as soon as the orchards come into fruition.

In Moldova the total area of the nursery was 366 ha, including 198 ha of mother plantations, 102 ha of
rootstock plantations and 193 ha of the second fruit nursery field.

In 2016, in Moldova was produced fruit planting material such as: apple - 2,904.3 thousand, pears -388.9
thousand, plums - 1,221.3 thousand; cherries - 752.4 thousand; cherries - 641.5 thousand; apricots -
311.4 thousand; peach- 114.7 thousand.

Currently there is a poorer state in terms of planting fruit orchards, where farmers are investigating
much more the assortment range needed for planting, and technologies selection of propagating
material suppliers

Large companies that practice the fruit production business directly import material planters from
abroad, because they have access to suppliers, they have no barriers in communication (languages
known because they have qualified specialists employed) and want to start a fair business from start
with a performance planting material.

For the sustainable development of the fruit production sector in the Republic of Moldova it is
important to intervenes for the correct orientation of producers to grow the fruits that are required and
have demand in regional markets.
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The fruit sector is expected to grow rapidly for the next 10 years, wherever they want be invested
considerable money, because it is a highly profitable sector and has an interest increased for the
business environment in the rural sector of the country. The positive aspects that will ensure increase in
fruit yields per hectare are: (i) efficient innovations and technologies, (ii) planting of intensive - and
super-intensive orchards, (iii) varieties with high production and market potential.

3. ANALYSIS OF COMPANIES OPERATING IN THE FRUIT SECTOR OF THE REPUBLIC OF
MOLDOVA

According to the Cadastre Agency on January 1, 2017, the land area with agricultural destination was
2.04 million hectares or 60.2% of the total area of republics. 800,000 people work 33 acres.

Thus, most of the agricultural land - 754,169 hectares (37%) are processed by 35,545 LLCs, of which only
100,000 are own lands, and about 87% are leased. Of the 654 thousand leased hectares, only 38,785 are
for a term more than three years, which is not sustainable for agricultural producers and requires costs
for their completion after the expiry of the lease term. 351,268 Peasant (farmer) households process
515,629 hectares or about 25.3% of total. Thus, the average per GT is almost 1.5 hectares. One third of
GTs have less than one hectare of agricultural land, and 56.7% from one to five hectares. Only 754 GTs
have areas of land of 50-100 hectares, and over 100 hectares - 16,931 GT, which own a total of 92,398
hectares.

Another 239,724 hectares of agricultural land are cultivated independently by 799,850 individuals. Here
the average area is only 0.33 hectares.

There are 2,709 Agricultural Cooperatives that own over 87,500 hectares, and 152 Companies on shares
manage almost 30 thousand hectares. Over 272 thousand hectares of agricultural land belong to the
state, and about 70 thousand local public authorities.

Agricultural enterprises processes 78.8% of the orchard area per republic, and 21.2% is concentrated at
peasant households (farmers).

The distribution of seed orchards in territorial profile is mainly concentrated in the northern area -
75.5%, followed by the central area with only 19.1% and the southern area 5.4%. Area northern is
attested with the best conditions for seed fruits.

Internal consumption of fruit by the value chain cluster, namely processing plants (which should be an
important operator) is an important one, but it is not always balanced in the purchase price of apples
(which from one season to another can be 2 times higher and vice versa, and where the price of apple
concentrates on international stock exchanges does not have such big price jumps)

Examining the domestic consumption of fresh fruit by the population of the country it is found that is
one below the permissible norms (the per capita norm of fruit consumption is only 28.1% of the norm or
only the fourth part) and is an insignificant one of approx. 7% of the volume total production.

Analyzing the data on the structure of fruit exports of the Republic of Moldova, we conclude that fruit
export earnings on EU markets are more advantageous in comparing to CIS countries (here persists the
form of cash payment, fruit customs have indicative customs price and cannot be assessed
qualitatively). Quantitative fruit exports are lower in the EU, but generates much higher revenues
compared to CIS countries.

It is worth paying attention to the comparison of the average export prices of Moldovan fruits on
different markets strategic. Thus, we find that the export prices of local fruits are much lower those of
import. This is explained by the fact that Moldovan fruits are oriented on lower segment of consumers,
due to low competitiveness (quality, packaging, appearance, varieties).

Examining the structure of apple imports in the Russian Federation in 2017, we find that Moldova has an
important place in the import of apples with 32.5% of the total, followed by Serbia - 23.8% and China -
14.2%. Local apples are sold in the lower niche of the fruit, where those are offered lower prices
because they are not washed, calibrated and packaged properly.
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4. ANALYSIS THE VALUE CHAIN OF THE FRUIT SECTOR

Moldova's agriculture has traditionally continued to be the basic sector of the economy with a share of
15.1% in GDP. However, the current dynamics of agricultural development it is characterized by
pronounced instability, inadequate quality, productivity and income and the lack of well-defined
priorities in the policies promoted in the agri-food sector

The methodological approach applied to the analysis of the fruit sector elucidated the current state of
sector, as well as opportunities and challenges, which must be overcome in the following directions:

e the fresh produce sector, currently developed, could recover quickly and reach international
competitiveness, if they increase investments in agricultural technologies and agricultural
techniques innovative production (super-intensive orchards, high-yielding plant varieties), as
well and in irrigation and marketing infrastructure (cold stores, packing houses, etc.);

e processing sector, much more disadvantaged in development compared to the fresh produce,
currently an active player in export markets, has opportunities excellent to expand its presence
in target markets, where three pillars are provided basic: raw material, skilled labor and
development of new products on demand increased.

Thus, both sectors largely depend on the modernization of primary agriculture

4. CONCLUSION

The fruit sector is of strategic importance for agriculture of Republic of Moldova. Fruit production
contributes to environmental conservation, economic growth and generating many direct jobs and
indirect in rural localities.

The fruit sector in the Republic of Moldova has managed to increase the quality, but we do not have all
the options competitors, which hinders the successful development of the business. Positive denoted
results are the following:

e More attractive wooden packaging and have cardboard packaging and their production lines
e  Only 28 fruit packaging lines

e From the total volumes of refrigerators (220-230 thousand tons) approx. 150-200 thousand
tons are destined fruit storage (especially apples and plums)

e Positive trend in planting orchards based on intensive and super-intensive technologies, which
ensures the quality / competitiveness of fruit production

e 10 manufacturers have a GlobalGAP certificate and there is an increased interest among them
of fruit producers to access EU markets (30 producers)

The fruit sector of the Republic of Moldova is becoming more organized and the following can be
elucidated positive aspects obtained in these directions:

o Simplified procedure for the recognition of phytosanitary products and fruit sorts approved in
the EU is beneficial to the given sector

e Consolidation of producers into producer groups for joint marketing
e Consolidation of fruit volumes by exporters and organization of stable deliveries
e Weak synergy in the relations Association - exporter - processor - producer

e Traditions and historical experience of fruit production, funds available for investments and
increased business interest
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e Favorable conditions for the development of organic agriculture

e The government together with the donor’s support and understand the importance of the
development of fruit growing as branch of High Value Agriculture.

The fruit sector in the Republic of Moldova needs essential and continuous modernization for ensuring
sustainable development and increasing the competitiveness of Moldovan fruits. This imperative must
be ensured by the most efficient interconnection of all actors in value chain.

The largest share in the quantity of fruit purchased by enterprises processing consists of apples (92%)
and plums (2%).

Currently, less than 10 agricultural enterprises in Moldova hold EurepGAP certification for fresh apples,
which allows access (for the time being theoretically) of these produced in EU supermarkets.

There are some common recommendations that specialists from agricultural sector gives to all implied
actors, due to improve and achieve the results in the shorten time:

e There is a lack of operational and statistical information on the state of the fruit sector for all
value chains, which impedes the decision-making process and the correct elaboration of
sectoral policies.

e The current assortments need to be improved and fruits with perspectives in the regional
markets (non-homogeneous varieties and the impossibility of creating a consolidated supply)
need to be cultivated.

e The lack of post harvesting facilities such as pre-cooling lines, refrigerators, sorting and packing
lines. The recommendation is to exclude taxes from this part of value chain.

e Problems with packaging and lack of investments in promotion.

e Diversifying markets to avoid risks tied by instability of traditional markets.
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