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Abstract

After 1991, the Albanian transition from the centralized economy to the market economy changed also the
management structure of the medicinal and aromatic plants (MAP) sector. Relying on the neoliberal theory, the
growth of MAP performance sector may come through the privatization of processing and export activity. Thus,
their management was given to private actors, but the management of their habitats remained under the state
management. According on UN Comtrade data, in 2015, the exported quantity during the last twenty years
remains at the same levels of the Communist period. Currently, the low performance is linked with the market
efficiency. Neo-Keynesian theory emphasizes that markets are inefficient due to the lack of transparency.
Economic agents have limited rationality because of the asymmetric information. The asymmetry of this
information leads agents to the selection of unsatisfactory products such as the case study studied by Akerlof
(1970) or Insurance Contracts published by Rothschild and Stiglitz [24]. Previous studies during the recent years
in Albania show a lack of information about the potential of MAP in their habitats. This paper is based on the
hypothesis of the limited rationality due to the information asymmetry affects also the actors of this sector.
Being affected by the lack of information, their choices are driven toward less quality products. To verify this
hypothesis, we are based on the official statistics, scientific and field studies. The first results show that the
trend of needs satisfaction is linked with the cultivated plants.
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1. Introduction

After 1991, as the political system collapsed, the Albanian MAP’s sector, as the other sectors of the
economy went into an important structural change. The Albanian governments, based on economic dominant and
neoliberal thinking, supported by the international financial institutions, especially the World Bank and
International Monetary Fund (IMF), initiated the market free trade philosophy and “it’s invisible hand”. In
another way the market would be the one that would auto-regulate the equilibrium between the demand and the
offer aiming to increase the activity performance of this sector companies. The government decided the MAP’s
sector privatization reasoning that the state companies weren’t able to fit in with the new competitive market
economy [1, 16].

In this way, the activity and the companies’ physical capital, such as warehouses, drying and processing
machines, passed to the people who worked on these enterprises and their status passed from state-owned
enterprises to private companies [30]. Based on this philosophy “let’s privatize everything”, and according to the
law N° 7491 and 7501 of the year 1991, the government privatized even the agricultural lands [22]. This law
directly affected the MAP sector, where only in 1987 (during the communist era) were cultivated 1300 Ha from
the agricultural cooperatives and state farms. All the cooperatives and the enterprises were destroyed while the
parcels used for the MAP’s cultivation were given to the local farmers, meanwhile the natural habitats property
remained under the state control [1129].

This change established a new market structure governance for the private sector. Some enterprises such
as “AlbDucros”, founded from the fusion of “Alimpleks” (the ex state Agro-export company) and the French
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multinational company “Ducros”, remained the main piloting company of the Albanian exports during the first
decade untill 2000, followed by Filipi, Eurocol, Elba Shehu, Mugaj, Gjedra, etc. (DeCoursey, 1999); [429]. The
increasing number of the exporting companies affected the competition which increased inside the same sector
regarding the MAP’s collection. This competition leaded the companies to find new markets while at the same
time they had to assure the contracted quantities for the foreign companies.

The problem of the exporting quantities guarantee with a high level of quality has existed since the
communist period. The lack of information about the MAP’s potentiality in their natural habitats despite the
continuous administrative institutions attempts for their stocktaking, pushed the planners toward the cultivation
[1129]. This phenomena still exists in our days. The previous studies regarding the value chain and the added
value showed a great lack of information for the natural habitat existing potential [1129], the collection in
quantity and quality based on the plants’ level [2929] 29and the directly involved actors of this activity. This
information can be found in some institutions such as the Ministry of Agriculture or the international institutions
such as COMTRADE, FAO. According to USAID study in 2010, “The Albanian statistics are not very reliable
and it does not appear possible to obtain detailed data on export by type of MAP. So data provided by INSTAT
are only at aggregated level, and it is not possible to obtain reliable data at product level (i.e. sage)”, this
information is not reliable [29]. This for the fact that the habitats’ managers, actually the municipalities, don’t
dispose a database where can be found a complete information in time and space for plants and actors involved in
their collection. So in the study done in 2006 by Schippmann et al., the information problem about the potential
recognition, the distribution, the collection and the final sale, has been emphasized also by other studies [829, 17,
2329] for Europe and Germany.

1.1 Theoretical framework

The economic theory treats the lack of information as an ineficient problem of the market. Neo-
keynesians find the lack and the assimetry of the information as a big problem regarding the economic agents
decision. This because it causes a limited rationality.

Their hypothesis shows that the economic agents having information assimetry or lack of information,

risk to choose only low quality products. The neo-Keynesians thinkers put emphasis on incomplete or imperfect
information, where cases of information asymmetry are dealt with explaining the fact that only one of the two
economic agents undergoing the transaction possesses the full or complete information.
The theory studies two cases of asymmetric information: in the beginning a reverse selection or anti-selection,
which explains the situation where the agent, victim of lack of information, risks by choosing only the lower
quality products and then the inconsistency of moral or the moral hazard, which is the situation in which the
uninformed agent cannot control the action of his or her partner or rather does not have the means to evaluate his
work. In this case, the agent's risk is greater than the negative consequences of the risks he has taken into account
to cope with, from the fateful situation.

This concept originates in the 17th century by the economist Adam Smith, who characterizes it as
"maximizing individual interest without regard to the adverse consequences of the decision on collective utility."
So it is about situations where one of the contractors deviates or has a lack of professional deontology by hiding
the information and increasing the risk, convinced that the potential costs will be partially or totally taken over by
other contractors. The two main examples of an adverse selection or the choice of the wrong product are the case
of the car dealers introduced by the Nobel laureate Akerlof and the case of insurance introduced by the
economists Rothschild and the Nobel laureate Josef Stigliz [2429]. In both cases, the wrong selection tends to
eliminate or remove the best quality products, which are with a lower risk, and can eventually eliminate them
from the market.

On the MAP’s context, the literature shows that many companies assure their first raw material from the
cultivated plants. A good part of the market’s demand which is increasing everyday is supplied from the
cultivated plants. At Schippmann et al. (2006) study, is shown that many researchers from different countries
have done several studies for this purpose. So, in Germany from 1543 traded species, only 50-100 species (3-6%)
are exclusively sourced from the cultivation. In China, according to He Shan-An & Ning Sheng (1997) has been
identified about 5000 medicinal plants while only about 1000 are more commonly used and only 100-250 species
are cultivated. In the study is highlighted that in all Europe, approximately only 130-140 MAP species are
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cultivated [21,3129], companies reported that 60-90% of the material was cultivated Laird and Pierce (2002)29.
Anyway these studies show that between the spontaneous plants and those cultivated exists a difference which is
linked with the quality. According to Schippmann et al. (2006) one explanation may be found in the observation
that cultivated plants are sometimes considered qualitatively inferior when compared with wild-gathered
specimens. There is a quote of Robbins (1998) [2329] the wild ginseng roots, which are 5-10 times more valuable
than roots produced by artificial propagation. Even in Botswana, according to Cunningham (1994), traditional
medicinal practitioners states that the cultivated material was unacceptable, as cultivated plants did not have the
power of material collected from the wild. Scientific studies support this partly.

Medicinal properties in plants are mainly due to the presence of the metabolites which the plants need in
their natural environments under particular conditions of stress and competition and which perhaps would not be
expressed under monoculture conditions. Active-ingredient levels can be much lower in fast-growing cultivated
stocks, whereas wild populations can be older due to slow growth rates and can have higher levels of active
ingredients. While it can be presumed that cultivated plants are likely to be somewhat different in their properties
from those gathered from their natural habitats it is also clear that certain values in plants can be deliberately
enhanced under controlled conditions of cultivation [28]. The main hypothesis of this article is that the MAP’s
economic agents, suffering from the lack of information on the spontaneous plants potentiality risk of being
oriented toward the less qualitative products which are the cultivated plants.

2. Material and Methods

2.1. The used material

To verify our hypothesis, our methodology followed several stages. The first stage consists of data
collection and their consistency. Two types of data represent our analysis: the collected and exported quantities
for spontaneous plants (in tons) and the collected quantities by cultivation (in tons). Due to lack of information on
the plant level, the collected data are in a general level. The sources used to provide this information were:
official literature about the aromatic and medicinal plants, UN Comtrade data, statistical data from the General
Directorate of Customs and those of the Ministry of Agriculture (2017) and data obtained from the field surveys
among the value chain actors. In this case is taken into consideration the information about the collected amount
from the natural habitats and from the cultivated area.

2.2. The used method

In defining the surveyed actors, we were based on the value chain approach. This method is widely used
for the Value Chain Analysis (VCA) or for the asset’s general theory [13] and also by many international
organizations for the agro-food value chain analysis. In the beginning we identified the main actors of every
value chain’s link. For the exporters’ link we choose to interview most potential ones, (who are actually piloting
the value chain) in order that our records could be as reliable as possible. As below, in the figure 1 we have
featured the main exporters for period 2015-2016 by ranking them according to the USAID study realized in
2010.

Except the value chain main actors, we also searched for information from the Ministry of Agriculture
regarding the sown surfaces with culture. The geographic areas that we covered were the districts of Permet, Fier,
Elbasan, Kukes, Diber and Malesi e Madhe. Firstly for every district we headed toward the agricultural sections
to take information about the sown surfaces. In the end we surveyed the processors and the farmers who cultivate
the MAP. The second stage consists in analyzing these data. Through the collected data, we wanted to see how
the weight that occupies the amount of cultivated plants in total exports has evolved. The statistical comparison
method of time series total exports and cultivated quantities enables us to verify the evolution of the percentage
quantities originating from cultivated plants to total quantities for every year.
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Figure 1. Exporting companies location during 2015-2016

3. Results and Discussion

By taking in consideration the above mentioned cases of the car dealers, introduced by Nobel laureate
Akerlof and insurance presented by the economists Rothschild and other Nobel Laureate Josef Stigliz, who divide
in two groups: a higher quality product and a lower quality product. In our case we have divided into high quality
plants, spontancous plants and plants of poor quality where we decided the amount of cultivated plants. From the
collected evidences as well as from the field data, below in Figure 2, is presented the evolution of the exported
quantities (in tones) and the division of this quantity between the quantity of spontaneous plants and the
quantities obtained from cultivated plants through 2000-2016. The trend of the cultivated quantity evolution is
increasing, while the amount that is accumulated by spontaneous plants is decreasing, by losing almost 1.1% per
year. For the period 2000 — 2004, according to the data analyzed by the field actors, the percentage of cultivated
plants were approximately 5% of the total export. This figure is also verified by other authors who have studied
the market of medicinal plants [14, 20, 29]. The largest area of cultivation is the area of Shkodra and Malési e
Madhe, where the planted surface in 2001 was 1877 ha [14]. The main plants were rosemary, lavender, coriander
and basil. This trend starts to grow from 2005 whereas in 2010 according to respondents, it captures 20% of the
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total exported quantities. Regarding the same period the MAP considerable cultivation is also confirmed by the
USAID [29].
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Figure 2. MAP's weight originating from cultivated and spontaneous plants in total exported quantity in Albania for

the period 2000-2016

The main companies that cultivate in this period of time are: Albanian Herb, Filipi Co, Agro Herbal,
Relikaj, Elba Shehu, Herba-Fruktus, Zagora, Gjedra, Kaza Bio etc. The main cultivated plants from these
companies are: sage, oregano, winter savory, thyme, cornflower, dandelion, gentian, cowslip genus, poppy and
lemon balm [29]. Their cultivation is spread in many areas like: Kukes, Elbasan, Skrapar, Permet and Fier.

By the end of 2012, the government directly contributed for helping farmers in MAP's cultivation. All the farmers
who would plant a minimum of 1ha were subsidized with $2000 per ha. The region known as shown in Figure 3,
is Malesia e Madhe which in 2013 recorded 1200 ha planted with Sage and 200 ha with Lavender [11].
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Figure 3. MAP’s cultivation in some districts of Albania in 2013-2014

Only in the region of Shkodra, the number implicated in MAP cultivation, has been around 3000 farmers.
Except this area, in 2014, other farmers from districts of Kukes, Korca, Fier benefiting from government
subsidies have cultivated in large quantities the Sage plant as well as other plants such as Cornflower, Thyme,
Poppy etc. In 2014, as shown in the graph of Figure 2, because of the poor quality of cultivated plants, exporters
couldn’t sell the contracted quantities with the foreign companies. However, in 2015-2016, according the main
exporters’ data, the amount that comes from the cultivated plants is approximately 5,000 tons or about 40% of the
total exports quantity [11]. Regarding the results we conclude that we have a moderate annual growth rate of 13%
for the cultivated crops. The fact that the value chain actors are oriented toward this product at the time when the
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identified potential in 1988 by the largest inventory in the end of the communist period [18] is around 200
thousands, shows that the actors to reduce the risk of the lack of the quantity that you can get from spontaneous
plants, better prefer to have a cultivated product.

4. Conclusions

The switching of MAP’s activity to private actors has increased the competition within the sector which
tends to boost a better performance. The lack of information problem at both plant and market level has created a
limited rationality of decision for the actors. At the exporters’ side, this is reflected in both marketing strategies
and the provision of raw materials originating from spontaneous aromatic and medicinal plants or from cultivated
plants.

The intensity, whether in number of setting in cultivation many medicinal plants, even in quantity, over
the last ten years, explains the fact that the value chain actors are going toward the less qualitative products if we
take in consideration the literature that says: the cultivated plants have a smaller amount of active principle or
inferior intrinsic characteristics compared to spontaneous plants.

However, the limits of this study remain in the fact that the information for this value chain is limited. It
is very difficult to obtain accurate information, either in time or in space, by the institutions in charge of the
cultivated plants, data information. Also, an information average given over the years by the exporters, on the
percentage of quantities that came from cultivated plants remains part of the open discussion.

Finally, we can say that the information always remains in a general level, meaning that it is very important to
carry out studies at the level of each plant, measuring the real impact of the lack of information on the limited
rationality of the value chain actors.

Our recommendations always go to the creation of a database monitoring system in time and time for the
entire MAP sector. Thus, it is crucial the utilization of the new methods to identify the used habitats, to identify
the involved actors, as well as a clear panorama of the value chain between the participating actors up to the final
sale. This would directly contribute to the market transparency and to a more rational decision-making by the
actors who manage, use and trade these resources, giving them the opportunity to go toward the most qualitative
products.
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