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In
tro

d
u

ctio
n

: th
e ratio

n
ale 

•
A

s w
e know

, the con
nection of a firm

 w
ith 

its upstream
 suppliers an

d dow
nstream

 
buyers is referred to as vertical 
in

tegratio
n

. 
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In
tro

d
u

ctio
n

: th
e ratio

n
ale 

•
T

he vertical in
tegration of the firm

 is an 
im

portan
t consideration in corporate 

strategy because it can
 h

ave a sign
ifican

t 
im

p
act o

n
 a b

u
sin

ess u
n

it's p
o

sitio
n

 in
 

its in
d

u
stry w

ith
 resp

ect to co
st, 

differen
tiation

, an
d other strategic issues 

(e.g. fo
o

d
 q

u
ality stan

d
ard

 ad
o

p
tio

n
 

w
ithin the ‘exten

ded food value-chain’ and 
other tran

sactio
n

 co
sts red

u
ctio

n
) 
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A
n

 exam
p

le 

•
"For exam

ple, a fo
o

d
 su

p
p

ly ch
ain

 
featu

rin
g p

o
rk

 p
ro

d
u

cts m
ight in

clude 
feed

 su
p

p
liers,  veterinarian

s, farm
er 

producers, m
eat packin

g an
d fabrication 

plan
ts, food distributors &

 m
arketers, 

superm
arkets, farm

er m
arket / food hub 

m
anagem

en
t un

its, an
d co

n
su

m
ers. 
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A
n

 exam
p

le 

•
P

re-p
ro

d
u

ctio
n

 activities m
ight in

clude 
u

n
iversity-b

ased
 research

 an
d

 
d

evelo
p

m
en

t, an
d post-consum

ption 
activities could in

clude w
aste disposal an

d 
recyclin

g, w
hile govern

m
en

t regulation
s 

w
ould likely be en

gaged throughout the 
chain." (Steven

son an
d Pirog 2009). 

6 



Stu
d

y p
u

rp
o

ses 

•
Establishing  the strategy pursued by som

e 
bran

ches of E
U

 co
u

n
tries for diversifyin

g 
production

, so en
richin

g the ran
ge of their 

seco
n

d
ary (n

o
n

-co
re) p

ro
d

u
cts. 
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Stu
d

y p
u

rp
o

ses 

•
O

ur atten
tion is focused on EU

 coun
tries 

strategic perspectives of diversification by 
vertical in

tegration
, regardin

g in particular 
the p

o
ten

tiality o
f th

e m
ain

 A
grifo

o
d

 
C

h
ain

 b
ran

ch
es: A

gricu
ltu

re, h
u

n
tin

g 
an

d
 related

 services an
d

 Fo
o

d
 an

d
 

b
everages. 
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K
ey-co

n
cep

ts 

•
R

eferrin
g to this investigation area, 

literature gen
erally distin

guishes 
diversification by vertical in

tegratio
n

 an
d 

co
n

cen
tric o

r co
n

glo
m

erate 
d

iversificatio
n

 (related or un
related). 
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K
ey-co

n
cep

ts 

•
O

ur atten
tion is focused on EU

 coun
tries 

strategic perspectives of diversification by 
vertical in

tegratio
n

, regardin
g in 

particular the p
o

ten
tiality o

f th
e m

ain
 

A
grifo

o
d

 C
h

ain
 b

ran
ch

es: A
gricu

ltu
re, 

h
u

n
tin

g an
d

 related
 services an

d
 Fo

o
d

 
an

d
 b

everages. 
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K
ey-co

n
cep

ts 

•
T

he in
ten

t of the in
tegrative grow

th
 is to 

im
prove firm

s’ econom
ic efficiency by 

facilitatin
g an

d controllin
g (n

o
n

 
m

an
agin

g) strategic im
portan

ce activities.  11 

K
ey-co

n
cep

ts 

•
In this con

text of diversification strategies, 
w

e deal w
ith the b

ack
w

ard
 an

d
 fo

rw
ard

 
lin

k
ages that are the expression of 

A
griculture an

d Food vertical in
tegration 

poten
tialities. 
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K
ey-co

n
cep

ts 

•
d

iversificatio
n

 strategies that, as w
e kn

ow
, 

are articulated in
to:  

–
a) in

ten
sive, that operate in the core busin

ess;  
–

b) in
tegrative, w

h
ose m

ain object is the in
dustrial 

ch
ain in w

hich the firm
 is position

ed, com
prised its 

backw
ard, forw

ard or side exten
sion

s; an
d  

–
c) related/un

related, w
h

en a firm
 takes advan

tage 
through exploitin

g com
plem

en
tary outside the 

usual scope of its activities (Lam
bin 2004; K

otler 
an

d K
eller 2007). 
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K
ey-co

n
cep

ts 

•
Specifically, w

e form
ulate a n

ew
 E

n
try 

b
arriers in

d
ex in order to take in

to accoun
t 

the so called “in
sulation” effects of these 

barriers (Porter 1979).  
•

O
ther appropriate in

dicators or m
easures (e.g. 

In
vasio

n
 in

d
ex) w

ill be applied to determ
in

e 
the actual strategic perspectives of the tw

o 
bran

ches to in
tegrate them

selves, through 
their secon

dary production (C
han

g an
d Iseppi 

2011) in the m
ain field of com

peten
ce (core 

busin
ess) of the other.  
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P
roxies 

•
T

h
e E

n
try B

arriers in
d

ex reveals the 
presence of m

ore or less strong barriers to 
en

try for new
 firm

s an
d  

•
th

e In
vasio

n
 in

d
ex allow

s to determ
ine 

w
hether the core business of a bran

ch has 
been invaded or not an

d to m
easure the 

degree of invasion
. 

15 

O
rigin

ality 

T
he origin

ality of th
is approach con

sists of:  
•

i) ab
an

d
o

n
m

en
t o

f co
n

ven
tio

n
al o

p
tics, w

h
ich 

con
siders separately backw

ard an
d forw

ard lin
kages 

of th
e bran

ches, taken tw
o by tw

o, to estab
lish

 th
e 

p
o

ten
tiality o

f d
iversificatio

n
 b

y vertical 
in

tegratio
n

 (Fan an
d Lan

g 2000). In th
is research

, 
th

e sam
e lin

kages w
ill be juxtaposed for each 

bran
ch in order to em

phasize th
e o

p
p

o
rtu

n
ities o

f 
d

iversificatio
n

 accordin
g to a logic of vertical 

supply ch
ain

;  
•

ii) th
e design of tw

o n
ew

 in
dices.  
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1.Fram
ew

o
rk

 - 1. D
iversificatio

n
 strategies 

an
d

 exp
ected

 p
erfo

rm
an

ce 

•
G

row
th strategies through in

tegrative, 
related or un

related diversification are 
m

otivated by the d
ifficu

lty o
f so

m
e 

b
u

sin
esses to im

p
ro

ve p
ro

fitab
ility in

 
th

e co
n

text o
f th

eir co
re b

u
sin

ess.  
•

B
usin

esses then decide to expan
d 

production in
to other m

anufacturing 
sectors, related upstream

, dow
nstream

 an
d 

laterally to their m
ain activity.    
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1.Fram
ew

o
rk

 - 1. D
iversificatio

n
 strategies 

an
d

 exp
ected

 p
erfo

rm
an

ce 

•
In term

s of the relation
ship betw

een 
perform

ance an
d degree of specialization

, 
em

pirical tests suggest that they are 
p

o
sitively co

rrelated
.  

•
Specialized firm

s have gen
erally outperform

ed 
diversified ones (Fan an

d Lan
g 2000).  
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1.Fram
ew

o
rk

 - 1. D
iversificatio

n
 strategies 

an
d

 exp
ected

 p
erfo

rm
an

ce 

•
T

he literature has show
n how

 firm
s can

 use 
vertical in

tegration to m
itigate the costs of 

m
arket tran

saction
s (C

oase 1937; W
illiam

son 
1979; K

lein et al. 1978).  
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1.Fram
ew

o
rk

 - 1. D
iversificatio

n
 strategies 

an
d

 exp
ected

 p
erfo

rm
an

ce 

•
O

ther sources claim
 that d

iversificatio
n

 can
 

allow
 firm

s to realize b
en

efits asso
ciated

 
w

ith
 th

e u
se o

f co
m

p
lem

en
tary reso

u
rces, 

w
hich are not negotiable, through the join

t 
acquisition of hum

an an
d physical in

puts as 
w

ell as of shared m
arketing an

d distribution 
activities (Pen

rose 1959; Teece 1980).  
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2. D
atab

ase an
d

 m
eth

o
d

s: d
atab

ase 

•
T

h
is w

o
rk

 u
tilizes b

o
th

 sin
gle co

u
n

try an
d

 E
U

 
aggregated

 five-year sym
m

etric in
p

u
t-o

u
tp

u
t 

tab
les (SIO

Ts - 2005) in order to create an in
put-

output coefficien
t database, derived from

 th
e 

application of Leontief’s vertical and h
orizon

tal 
m

odels.  
•

In
put-O

utput tables are con
stan

tly updated an
d m

ade 
available “free of charges” by the EU

 C
om

m
ission, 

Eurostat.  
•

Several auth
ors con

sider in
put-output m

eth
od very 

appropriate to th
e scope (V

an
n

on
i 1996; Fan an

d Lan
g 

2000).  
  

21 

2. D
atab

ase an
d

 m
eth

o
d

s: to
o

ls 

•
W

e get 26x2 m
atrices co

n
tain

in
g vertical an

d
 

h
o

rizo
n

tal co
efficien

ts o
f th

e eco
n

o
m

y (59x59 
p

ro
d

u
cts/in

d
u

stries) an
d

 2 aggregated
 m

atrices 
(58x26 p

ro
d

u
cts/co

u
n

tries); on
e coun

try did n
ot 

supply data.  
•

The last tw
o m

atrices are pertaining to “A
griculture, 

hunting and related service” and to “Food and 
beverages”.  

•
T

he com
plete database w

ill in
clude 58 m

atrices.  
•

For som
e n

ew
-en

tries or n
on

-Euro coun
tries, w

e h
ad to 

convert data from
 n

ation
al curren

cy in
to Euro.  
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2. D
atab

ase an
d

 m
eth

o
d

s: ap
p

ro
ach

 

•
T

he origin
ality of this approach con

sists in 
givin

g up the conven
tion

al optics presented 
afterw

ards (R
ondi an

d V
an

noni 2005). T
h

e 
b

ran
ch

es exam
in

ed
 w

ere tak
en

 in
 p

airs 
in

stead
 o

f co
n

sid
erin

g th
e b

ack
w

ard
 

an
d

 fo
rw

ard
 lin

k
ages sep

arately (Fan 
an

d Lan
g 2000). 
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To
o

ls: 2.1 T
h

e n
ew

 E
n

try b
arrier an

d
 In

vasio
n

 
In

d
ices 

•
In literature, w

e foun
d am

on
g others a very 

in
teresting en

try barrier index “ …
 w

hich 
exp

ressed
 en

try as a fu
n

ctio
n

 o
f vario

u
s 

in
cen

tives to en
ter an

d
 b

arriers to 
en

try” (O
rr 1974, p. 39). A

nother author 
established also a classification schem

e of 
en

try barriers but it depends only upon his 
subjective judgm

en
t (M

an
n 1966).  
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To
o

ls: C
h

an
g n

ew
 in

d
ices h

ere p
resen

ted
 

co
n

sist essen
tially o

f ... 

I.
each in

dustry / coun
try is com

pared w
ith the 

average b
eh

avio
r of econ

om
ic or 

geographical referen
ce system

;  
II.

the sym
m

etry is fun
dam

en
tal: w

e have also 
con

sidered both the in
sulation ability of each 

bran
ch in buildin

g up en
try barriers  an

d the 
invasion ability of other bran

ches to en
ter the 

core busin
ess of the referen

ce bran
ch; an

d  
III.w

e also highlight the b
alan

ce betw
een the 

perform
an

ce of en
try barriers an

d the 
invasion ability. 
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Tools: T
he C

hang N
ew
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Table 1 - Agriculture, hunting and related services (branch): 
production at basic prices (26 U

E countries, 2005) 
C

ode 
D

escription 
M

illion € 
%

  
 

 
Total Production at basic prices 

356,188.714 
100.00 

 
 

 
 

 
 

 
M

ain Production 
 

 
 

01 
Products of agriculture, hunting and related services 

333,824.057 
93.72 

 
 

 
 

 
 

 
Secondary Production 

22,364.656 
6.28 

 

 
Fields of A

griculture secondary production  
Product groups 

M
illion € 

%
 Secondary 

Production 
C

ountry 
frequency  

15 
Food products and beverages 

13,086.108 
58.51 

21 
55 

H
otel and restaurant services 

1,773.920 
7.93 

17 
45 

C
onstruction w

ork  
1,531.285 

6.85 
16 

92 
Recreational, cultural and sporting services 

1,393.608 
6.23 

11 

51 
W

holesale trade and com
m

ission trade services, except 
of m

otor vehicles and m
otorcycles 

973.381 
4.35 

12 

71 
Renting services of m

achinery and equipm
ent w

ithout 
operator and of personal and household goods 

584.416 
2.61 

14 

70 
Real estate services 

555.867 
2.49 

12 
60 

Land transport; transport via pipeline services 
472.220 

2.11 
11 

 
Subtotal: first 8 branches 

20,370.805 
91.08 

 
 

O
ther branches 

1,993.851 
8.92 

 
 

Total 
22,364.656 

100.00 
 

 
Table 1 - Agriculture, hunting and related services (branch): production at basic prices (26 UE countries, 2005) 
S

ource: our elaboration on E
U

R
O

S
TA

T (2011) S
upply I-O

 Tables 
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Tab
le 3 - Fo

o
d

 an
d

 b
everage p

ro
d

u
cts: 

o
th

er b
ran

ch
es seco

n
d

ary 
p

ro
d

u
ctio

n
 

C
ode 

Branches that produce food and beverage products  
as secondary production 

M
illion € 

%
 

C
ountry 

frequency 

01 
Products of agriculture. hunting and related services 

13,086.108 
35.49 

21 

51 
W

holesale trade and com
m

ission trade services. except of m
otor 

vehicles and m
otorcycles 

11,189.313 
30.34 

17 

52 
Retail trade services. except of m

otor vehicles and m
otorcycles; repair 

services of personal and household goods 
5,847.883 

15.86 
17 

24 
C

hem
icals. chem

ical products and m
an-m

ade fibres 
2,697.273 

7.31 
21 

55 
H

otel and restaurant services 
1,071.035 

2.90 
12 

05 
Fish and other fishing products; services incidental of fishing 

965.819 
2.62 

9 
 

Subtotal: first 6 branches 
34,857.431 

94.53 
 

 
O

ther branches 
2,016.327 

5.47 
 

 
Total  

36,873.758 
100.00 

 
 

S
ource: our elaboration on E

U
R

O
S

TA
T (2011), S

upply I-O
 Tables 
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Tab
le 4 – Lin

k
ages o

f A
gricu

ltu
re an

d
 

Fo
o

d
 an

d
 b

everage C
h

ain
s 

C
ountry C

ode 
A

gricultural C
hain 

Food and beverage C
hain 

Backw
ard linkages 1 

Forw
ard linkages 2 

Backw
ard linkages 1 

Forw
ard linkages 2 

Purchases 
Sales 

Purchases 
Sales 

EU
 

99 
480 

236 
39 

BE 
192 

444 
176 

30 
C

Z 
116 

430 
226 

39 
D

K
 

185 
558 

288 
59 

EE 
112 

479 
289 

35 
D

E 
92 

502 
214 

21 
IE 

137 
553 

246 
41 

EL 
24 

306 
277 

16 
ES 

112 
525 

289 
59 

FR
 

66 
438 

246 
28 

IT 
92 

482 
235 

32 
LV

 
55 

201 
127 

22 
LT 

52 
209 

191 
30 

H
U

 
123 

382 
320 

78 
N

L 
114 

346 
253 

43 
A

T 
81 

400 
182 

20 
PL 

87 
360 

243 
48 

PT 
157 

502 
296 

53 
R

O
 

18 
175 

190 
17 

SI 
42 

189 
152 

19 
SK

 
74 

236 
230 

41 
FI 

109 
446 

279 
47 

SE 
106 

463 
193 

24 
U

K
 

111 
458 

227 
37 

29 

Fig. 1 A
gricu

ltu
ral C

h
ain

: V
ertical 

In
tegratio

n
 P

o
ten

tiality tow
ard

 Fo
o

d
 

an
d

 B
everages 

 

S
ource: our elaboration on E

U
R

O
S

TA
T (2011), S

ym
m

etric I-O
 Tables 
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5. E
U

 co
u

n
tries strategic p

ersp
ectives o

f 
d

iversificatio
n

 b
y vertical in

tegratio
n

 

•
In Fig. 1, w

e have determ
ined the existen

ce 
vertical in

tegration poten
tialities an

d thus 
an

d the en
tity of diversification. In

 Fig. 2, 
w

e rep
resen

t o
n

 a sin
gle grap

h
ic, fo

r 
A

gricu
ltu

re an
d

 Fo
o

d
, th

o
se p

o
ten

tiality 
related

 b
o

th
 to fo

rw
ard

 an
d

 to b
ack

w
ard

 
lin

k
ages, u

sin
g th

e sam
e scale. 

31 

Fig. 2 A
gricu

ltu
re an

d
 Fo

o
d

 an
d

 
B

everage C
h

ain
s: V

ertical In
tegratio

n
 

p
o

ten
tiality 

 

S
ource: our elaboration on E

U
R

O
S

TA
T (2011), S

upply I-O
 Tables 

32 



Fig. 2 A
gricu

ltu
re an

d
 Fo

o
d

 an
d

 
B

everage C
h

ain
s: V

ertical In
tegratio

n
 

p
o

ten
tiality 

•
Fig 2 sh

ow
s as great in

tegratio
n

 
p

o
ten

tiality in
 E

U
 co

u
n

tries w
h

o
se 

A
gricu

ltu
re is m

o
re livesto

ck
 o

rien
ted

 to 
d

iversify th
eir p

ro
d

u
ctio

n
 b

y in
tegrate 

b
o

th
 u

p
w

ard
 an

d
 d

ow
n

w
ard

 tow
ard

 Fo
o

d
 

as in
p

u
t p

ro
vid

er (feed for livestock) an
d as a 

processor of agricultural raw
 m

aterials 
respectively from

 an
im

al slaughterin
g to m

ilk 
an

d m
eat processin

g, as w
ell as of other 

agricultural raw
 m

aterials tran
sform

ation
. 

(con
tin

ues) 
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Fig. 2 A
gricu

ltu
re an

d
 Fo

o
d

 an
d

 
B

everage C
h

ain
s: V

ertical In
tegratio

n
 

p
o

ten
tiality 

•
... W

ith regards to co
u

n
tries w

h
o

se 
agricu

ltu
re p

ro
d

u
ces m

o
re th

an
 50%

 o
f 

n
o

n
-an

im
al p

ro
d

u
cts o

n
 th

e to
tal (EL, IT, 

R
O

, E
S, H

U
, FR

, P
T, N

L, LV
), the sign

ifican
ce 

of R
2 is m

uch sm
aller than the previous (0.54) 

an
d m

ove dow
n to 0.51 in

cludin
g those 

agricultures in w
hich that %

 is above (but less 
than 50%

) of the EU
 average, (SK

, LT, C
Z, SI, 

A
T, D

E). In that case, the in
terest to m

an
age 

directly feed in
dustry is sm

aller than the 
previous case. 
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6. A
grifo

o
d

 ch
ain

: en
try b

arriers an
d

 
in

vasio
n

 p
erfo

rm
an

ce 

•
A

ccording to Stigler, “a b
arrier to en

try 
m

ay b
e d

efin
ed

 as a co
st o

f p
ro

d
u

cin
g 

(at so
m

e o
r every rate o

f o
u

tp
u

t) th
at 

m
u

st b
e b

o
rn

e b
y a firm

 w
h

ich
 seek

s to 
en

ter th
e in

d
u

stry b
u

t is n
o

t b
o

rn
e b

y 
firm

s alread
y in

 th
e in

d
u

stry.” In this 
contest, in

cum
ben

ts have a com
petitive 

advan
tage w

ith respect to new
 en

tran
ts.  

S
ource: our elaboration on E

U
R

O
S

TA
T (2011), S

upply I-O
 Tables 
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6. A
grifo

o
d

 ch
ain

: en
try b

arriers an
d

 
in

vasio
n

 p
erfo

rm
an

ce 

•
E

ntry can be blockaded in
to on

e of an 
in

dustry's strategic groups an
d easy in

to 
another” (Porter 1979, p. 216). Thus en

try 
barriers facin

g new
 en

tran
ts are 

en
dogen

ous an
d specific for each strategic 

group or econom
ic bran

ch
; a com

m
on firm

 
strategy in spite of their efforts m

ay not be 
able to blockade new

 firm
 en

tran
ce. 
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6. A
grifo

o
d

 ch
ain

: en
try b

arriers an
d

 
in

vasio
n

 p
erfo

rm
an

ce 

•
In this con

text, su
ffice it to say th

at w
e m

ay 
assu

m
e as E

n
try b

arriers in
d

ex (sh
ow

n
 in

 
Figu

re 3) th
e o

p
p

o
site o

f In
vasio

n
 In

d
ex in

 
th

e sen
se th

at th
e h

igh
er th

e p
en

etratio
n

 
th

e low
er th

e en
try b

arriers. T
his seem

s to 
be a reason

able proxy. H
en

ce the origin
ality of 

this operation lies in the ability of the n
ew

 
in

dex to explain a phen
om

en
on on the basis of 

the n
egative correlation w

ith an
other in

dex.  
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Tab
le 6 – A

gricu
ltu

re an
d

 Fo
o

d
 an

d
 

b
everages: E

n
try B

arriers an
d

 In
vasio

n
 

In
d

exes 
C

ountry 
A

cronym
 

A
griculture Entry Barrier 

Index 
A

griculture 
Invasion Index (Ii ) 

C
ountry 

A
cronym

 
Food and Beverages  
Entry Barrier Index 

Food and Beverages Invasion 
Index (Ii ) 

D
E 

1.00 
0.31 

FI 
0.73 

0.47 
IE 

1.00 
0.23 

N
L 

0.67 
0.44 

A
T 

1.00 
0.71 

U
K

 
0.67 

0.51 
U

K
 

0.87 
0.39 

LT 
0.60 

0.71 
EL 

0.85 
0.73 

IE 
0.54 

0.89 
LV

 
0.84 

0.30 
LV

 
0.52 

0.70 
PT 

0.83 
0.60 

D
E 

0.50 
0.61 

FR 
0.70 

0.85 
SE 

0.49 
0.35 

PL 
0.70 

0.18 
EE 

0.40 
0.09 

FI 
0.70 

0.35 
C

Z 
0.32 

0.40 
EE 

0.69 
0.65 

PL 
0.30 

-0.51 
N

L 
0.68 

0.35 
BE 

0.23 
-0.48 

BE 
0.67 

-0.03 
H

U
 

0.23 
-0.41 

LT 
0.66 

0.57 
SK

 
0.22 

0.05 
ES 

0.64 
0.55 

D
K

 
0.19 

0.57 
H

U
 

0.59 
0.78 

EL 
0.15 

0.40 
IT 

0.56 
0.03 

SI 
0.14 

-0.46 
BG

 
0.53 

0.93 
PT 

0.10 
-0.57 

SK
 

0.50 
0.29 

IT 
0.07 

-0.62 
C

Z 
0.40 

0.75 
ES 

-0.04 
-0.45 

SE 
0.39 

0.12 
A

T 
-0.09 

-0.49 
SI 

0.35 
0.49 

BG
 

-0.57 
-0.93 

D
K

 
-0.38 

-0.65 
FR 

-0.59 
-0.85 

RO
 

n.d. 
n.d. 

RO
 

n.d. 
n.d. 

S
ource: our elaboration on E

U
R

O
S

TA
T (2011), S

upply I-O
 Tables 
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6. A
grifo

o
d

 ch
ain

: en
try b

arriers an
d

 
in

vasio
n

 p
erfo

rm
an

ce 

 

BE

BG

CZ

DK

EE
DE IE

EL

ES

FR

IT

LV
LT

HU

NL

AT

PL

PT
SI

SK

FI

SE

UK

-1,00

-0,80

-0,60

-0,40

-0,20

0,00

0,20

0,40

0,60

0,80

1,00-1,00
-0,80

-0,60
-0,40

-0,20
0,00

0,20
0,40

0,60
0,80

1,00

Food  Barriers to Entry Index

Agriculture Barriers to Entry Index

III quadrant
Food

and Agriculture
N

o Barriers to Entry

IV quadrant
Food Pentrable 

Agriculture Barriers
to Entry

I quadrant
Food and Agriculture 

Barrier to Entry

II quadrant
Food Barriers to Entry

Agriculture Penetrable

S
ource: our elaboration on E

U
R

O
S

TA
T (2011), S

upply I-O
 Tables 
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6. A
grifo

o
d

 ch
ain

: en
try b

arriers an
d

 
in

vasio
n

 p
erfo

rm
an

ce 

BE

BG

CZ

DK

EE
DE IE

EL

ES

FR

IT

LV
LT

HU

NL

AT

PL

PT
SI

SK

FI

SE

UK

-1,00

-0,80

-0,60

-0,40

-0,20

0,00

0,20

0,40

0,60

0,80

1,00-1,00
-0,80

-0,60
-0,40

-0,20
0,00

0,20
0,40

0,60
0,80

1,00

Food  Barriers to Entry Index

Agriculture Barriers to Entry Index

III quadrant
Food

and Agriculture
N

o Barriers to Entry

IV quadrant
Food Pentrable 

Agriculture Barriers
to Entry

I quadrant
Food and Agriculture 

Barrier to Entry

II quadrant
Food Barriers to Entry

Agriculture Penetrable

S
ource: our elaboration on E

U
R

O
S

TA
T (2011), S

upply I-O
 Tables 
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In
 su

m
m

ary, w
e o

b
serve so

m
e b

asic 
elem

en
ts 

•
A

) the lo
n

g-term
 co

n
tin

u
ity of the 

vertically in
tegrated an

d com
plem

en
tary 

activities that have tradition
ally 

characterized A
griculture (vin

eyard - w
ine, 

olive - olive oil etc.);  

41 

In
 su

m
m

ary, w
e o

b
serve so

m
e b

asic 
elem

en
ts 

•
B

) the d
ifferen

t sh
ap

e th
at th

e cu
rve o

f 
d

iversificatio
n

 b
y vertical in

tegratio
n

 
p

o
ten

tiality tak
es fo

r A
gricu

ltu
re w

ith
 

resp
ect o

f Fo
o

d
 an

d
 b

everages an
d

 vice 
versa, perhaps dependen

t on a respective 
heritage diversification/specialization (e.g. 
share of livestock on agricultural 
production

);  
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In
 su

m
m

ary, w
e o

b
serve so

m
e b

asic 
elem

en
ts 

•
C

) th
e existen

ce o
f d

ifferen
t en

try 
b

arriers in
 E

U
 co

u
n

tries, w
h

ich
 exp

lain
 

th
e asym

m
etry b

etw
een

 th
e b

eh
avio

r o
f 

b
ran

ch
es m

o
re o

r less in
terrelated

. In 
addition to econom

ic, also regulatory (e.g. 
C

om
m

on A
gricultural Policy - C

A
P) an

d 
non-m

arket barriers are involved in
ducin

g 
further differen

ces in the behavior of 
various coun

tries.  
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In
 su

m
m

ary, w
e o

b
serve so

m
e b

asic 
elem

en
ts 

•
E

ntry barriers m
ay be con

sider both 
en

d
o

gen
o

u
s an

d
 exo

gen
o

u
s accordin

g 
the pressure pow

er that one recogn
izes to 

the lobbies (farm
ers, in

dustrialists, ban
kers 

etc.) 
•

T
hey should represent research

 u
n

its o
f 

fu
n

d
am

en
tal im

p
o

rtan
ce at both m

icro 
an

d m
acro (regional, n

ation
al) level 
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T
han

k you for your patien
ce 
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In
tro

d
u

ctio
n

: an
 exam

p
le 

•
Typical links in the su

p
p

ly ch
ain

 are that 
am

ong the follow
in

g operators: in
puts 

producers, farm
s, food processors, 

distributors, w
holesalers, retailers an

d 
consum

ers.  

46 



In
tro

d
u

ctio
n

: k
ey-co

n
cep

ts 

•
H

istorically, the literature has show
n how

 
firm

s can use vertical in
tegration e.g. to 

m
itigate m

ark
et tran

sactio
n

s co
sts 

(C
oase 1937; W

illiam
son 1979; K

lein et al. 
1978) 

•
…

 
•

…
 

•
…
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Fram
ew

o
rk

 - 1. D
iversificatio

n
 strategies 

an
d

 exp
ected

 p
erfo

rm
an

ce 

•
A

s w
e know

, the con
nection of a firm

 w
ith 

its upstream
 suppliers an

d dow
nstream

 
buyers is referred to as vertical in

tegration
.  

•
Firm

’s vertical in
tegration is an im

portan
t 

consideration in corporate strategy because 
it can have a sign

ifican
t im

pact on a 
business un

it's position in its in
dustry w

ith 
respect to cost, differen

tiation
, an

d other 
strategic issues (such as E.g. food security). 48 



2. D
atab

ase an
d

 m
eth

o
d

s 

If the tw
o bran

ches are for exam
ple A

griculture (i) an
d Food (j), the form

ulas 
that arise are the follow

ing: 
 a

ji  = x
ji /X

i  net i coefficien
t of input (backw

ard integration iÆ
 j) 

b
ij  = x

ij /X
i  net i coefficien

t of output (forw
ard  integration iÆ

 j) 
 A

B
i = (a

ij +b
ij )/2 = syn

thetic indicator of bran
ch i (in our exam

ple A
griculture) 

supply chain poten
tiality of integration

. 
a

ij  = x
ij /X

j  net j coefficien
t of input (backw

ard integration j Æ
 i) 

b
ji  = x

ji /X
j  net j coefficien

t of output (forw
ard integration j Æ

 i) 
 A

B
j = (a

ji + b
ji )/2 = synthetic indicator of branch j (in our exam

ple Food) 
supply chain poten

tiality of integration
. In this case x

ij  an
d x

ji  are the 
gen

eric elem
ents of Transition m

atrices derived by EU
 Sym

m
etric input-

output tables.  

49 

2. D
atab

ase an
d

 m
eth

o
d

s 

•
B

y calculatin
g th

e above m
en

tion
ed in

dexes, w
e 

w
ere able to evaluate tw

o follow
in

g differen
t types 

of in
tegration

:  
•

A
) h

orizon
tal in

tegration by com
parin

g th
e in

tra-
in

dustry trade betw
een its in

tern
al groups of 

products, th
at is, by con

siderin
g th

e w
eigh

t on th
e 

production of so-called redeploym
en

t em
ergin

g 
from

 U
se or SIO

T
’s (sym

m
etric) tables. T

his 
m

easure w
ill n

ot be taken in
to accoun

t h
ere;  

•
B

) vertical in
tegration

, usin
g syn

th
etic, forw

ard an
d 

dow
nw

ard in
dicators, as previously described in 

form
al term

s (R
on

di an
d V

an
n

on
i 2005). 
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R
E

SU
LT

S: 3. E
U

 A
gricu

ltu
re an

d
 Fo

o
d

 
seco

n
d

ary p
ro

d
u

ctio
n

 
•

In the E
U

 econ
om

y, the phen
om

en
on of 

productive bran
ches differen

tiation is n
ot 

n
egligible. In fact, secon

dary production
s 

am
oun

ts to € 1,271 billion an
d accoun

ts for 
6.3%

 o
f th

e to
tal o

u
tp

u
t at b

asic p
rices 

(2005) that reaches € 20,222 billion (Supply 
Tables 2005, Eurostat 2009). EU

 total 
production at basic prices of the agricultural 
bran

ch am
oun

ted to € 356 billion an
d as m

uch 
as 93.7%

 is attributed to A
griculture, hun

tin
g 

an
d related service group of products w

hich 
pertain to its m

ain activity (Tab. 1). 
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R
E

SU
LT

S: 3. E
U

 A
gricu

ltu
re an

d
 Fo

o
d

 
seco

n
d

ary p
ro

d
u

ctio
n

 
•

A
gricultural bran

ch secon
dary production covers 6.3%

 of its 
total production an

d is perfectly in lin
e w

ith EU
 average. T

his 
share am

oun
ts to over € 22 billion an

d con
sists prim

arily 
(58.5%

) of Food an
d beverage products obtain

ed by the farm
s as 

secon
dary activities. O

ther relevan
t agricultural bran

ch 
secon

dary activities are those of H
otel an

d restauran
t services 

(7,9%
), C

on
struction w

ork (6,85%
), R

ecreation
al, cultural an

d 
sportin

g services (6,23%
), W

holesale trade an
d com

m
ission 

trade services, except of m
otor vehicles an

d m
otorcycles 

(4,35%
), R

en
tin

g services of m
achin

ery an
d equipm

en
t w

ithout 
operator an

d of person
al an

d household goods (2,6%
), R

eal 
estate services (2,5%

) an
d Lan

d tran
sport; tran

sport via pipelin
e 

services (2,1%
). T

he secon
dary activities listed accoun

t for 91.1%
 

of all secon
dary activities of the agricultural bran

ch. 
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R
esu

lts 

¦
 nj

j
A1

¦
¦

 
 

 
nj

j

nj
j

A
S

1
1

W
e take then norm

alized indexes, nam
ely p

i  is P
i  norm

alized by 

(1)  

a
i  = A

i  norm
alized by  

(2)  

si  = S
i  norm

alized by 

(3)  

A
 first index is Chang Entry Barrier Index 

(4) 

i i i i

i

p a p a

lg
1

lg

� �
 

)
 

Rem
ark that it is norm

alized so that it ranges from
 -1 to +1. 

For a given branch, say 
bran

ch i, w
e den

ote by P
i  

the proper production 
(n

am
ely production by 

the bran
ch in its m

ain 
field of com

peten
ce), by 

S
i  the secondary 

production of the bran
ch 

in all the rem
ainin

g 
bran

ches, by A
i  the 

secondary production of 
all the other branches in 
the core busin

ess of 
branch i.  
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Tab
le 5 - P

ro
d

u
cts o

f A
gricu

ltu
re, h

u
n

tin
g 

an
d

 related
 services: o

th
er b

ran
ch

es 
seco

n
d

ary p
ro

d
u

ctio
n

 
C

ode 
B

ranches that produce agricultural products  
as secondary production 

M
illion € 

%
 

C
ountry 

frequency 

51 
W

holesale trade and com
m

ission trade services, except of m
otor 

vehicles and m
otorcycles 

1,090.059 
28.71 

12 

15 
Food products and beverages 

939.542 
24.74 

12 

52 
R

etail  trade services, except of m
otor vehicles and m

otorcycles; 
repair services of personal and household goods 

472.379 
12.44 

12 

36 
Furniture; other m

anufactured goods n.e.c 
305.400 

8.04 
7 

02 
Products of forestry, logging and related services 

186.778 
4.92 

12 

50 
Trade, m

aintenance and repair services of m
otor vehicles and 

m
otorcycles; retail sale of autom

otive fuel 
179.489 

4.73 
5 

75 
Public adm

inistration and defence services; com
pulsory social 

security services 
132.479 

3.49 
10 

74 
O

ther business services 
100.482 

2.65 
8 

Subtotal: first 8 branches 
3,406.608 

89.72 
O

ther branches 
390.342 

10.28 
Total 

3,796.950 
100.00 

Source: our elaboration on EU
RO

STA
T (2011), Supply I-O

 Tables 
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In
 syn

th
esis  

•
the coun

tries w
here Food in

dustry w
ould gain 

applyin
g a strategy of diversification by 

backw
ard in

tegration w
ith A

griculture 
(purchase coefficien

t higher than EU
 average), 

are (in decreasin
g order of conven

ien
ce) the 

follow
in

g: H
U

, P
T, EE

, ES, D
K

, FI, EL, N
L, FR

, 
IE

, PL. In all these coun
tries A

griculture has 
high en

try barriers (Fig. 3), except D
en

m
ark, 

an
d w

e suppose that it is very difficult for Food 
to pen

etrate in
to A

griculture core busin
ess by 

upw
ard in

tegration
. 
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