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SUMMARY:

This study aims at assessing the bottlenecks of agri logistics sector in Shirak, Tavush and Lori
marzes of Northern Armenia and providing recommendations to improve the sector. That way, the
study aims to support newly consolidated municipalities in the northern regions of Armenia to
identify integrated value chain solutions, that will improve the logistics for perishable goods and
reduce food loss and waste, improve incomes of producers. It will as well allow toexploit the
export potential of the country and make the sector more attractive for foreign companies to invest
in Armenia.

Prior to field study, individual interviews and group discussions, three group of stakeholders were
identified and their needs were considered. The draft report will be shared with all stakeholder
groups, the feedback will be collected and adjustments will be made.

The study identified several agri logistic marz specific bottlenecks. However, most of identified
bottleneck along the supply chain are common for all study marzes. Particularly, for low farm
productivity and not sufficient product quality main causes are low quality of agri inputs, small
land plots and low soil quality, lack of irrigation water, and old/outdated agro machinery. In
relation to postharvest loses, the main causes are not proper postharvest handling, not sufficient
appropriate storages, and cold storages. There are as well marketing and sales difficulties, the
missing link between producers and processors. The lack of sufficient extension service and
agricultural specialists to give advice is a big challenge. The potential of existing agricultural
cooperatives is not fully realized. In respect to export related bottlenecks there are identified
bottlenecks on producers, SME and other exporters’ level such as small production quantities, lack
of knowledge about foreign market requirements, export procedures and necessary documents,
limited possibilities to obtain credit, etc. and bottlenecks related to external environment and
export policy such as moderate efficiency of existing export promotion, export related
infrastructure, export finance.

The study identified marz specific potential for further development, particularly:

Tavush marz has a potential to increase export of processed food and wine, has a great potential
for the production of figs for fresh and dried consumption. The climatic conditions of the marz
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allow for the cultivation of subtropical crops: blood orange, persimmon, olives, pomegranate, and
figs. The expansion of walnut plots is promising. The collection of wild berries, wild fruits,
rosehips, and greens is widespread in the marz. Beekeeping and all bee products are promising
industries for the farmers in the marz, especially for women.

Based on findings specific recommendations for future interventions are developed for
governmental representatives and institutions, international donor organizations and for local
NGOs.

Lori marz has a unique potential for the development of fodder production and animal husbandry.
Milk-processing industry is seen as another branch having marz a potential for development. In
addition, Lori marz is good for cereals and legumes for beans and peas cultivation. As lands in the
are fragmented, the aim is to develop high quality agriculture - non-traditional vegetable
cultivation, non-traditional berry cultivation. Collection of wild greens, mushrooms, wild fruits,
berries, rosehips, walnuts has as well a great development potential in the marz. Lori marz has a
potential to increase export of processed food a potential for agro-tourism, ecotourism
development.

Shirak marz has large areas of land resources, arable lands, which, if properly cultivated, can yield
to large volumes of production. It as well should use the resource of Gyumri Selection Centre more
efficiently to increase the seed production of locally valuable varieties of wheat, barley, lentils,
peas. Shirak marz has as well a potential to produce and to increase sales in local market for
processed potato products, potato flour, chips, semi-finished product for fries.

1. INTRODUCTION

The transition of Armenia from centralized to a market economy began in 1990, in a complex
political and socio-economic situation. The collapse of Soviet Union and disruption of previously
existing economic ties brought to a sharp economic decline and increased poverty. In 1993 the
gross domestic product (GDP) reached to just 47% of its 1990 level. Poverty increased
dramatically at the end of the decade (World Bank, 2007).

The role of agriculture increased dramatically. The first step of reforms was the privatization of
land which started in 1991 (Spoor, 2004, Lerman and Mirzakhanian, 2001). By 1993, Armenia
shifted from being an industrial country to an agricultural one. As a result of land privatization,
332,608 peasant farms were created against the 860 Soviet-type solkhoz/kolkhozes (CFOA,
2003).

Agriculture is still one of the key sectors of the country’s economy, which provides about 12% of
the GDP (according to 2019 data). About 317,000 farming enterprises provide 97% of the gross
agricultural output, of which each enterprise has 1.48 hectares of land. The agricultural sector
accounts for 24.3% of the employed in the Republic of Armenia. (mineconomy.am)

The contribution of the targeted Marzis to the national GDP for the period 2015 to 2019 (last
available data, armstat.am) is presented below:

The data for 2020-2021 are under analysis and have not yet been published. As the Graphs show,
over the course of 5 years, the GDP of Shirak marz increased by 8%, the GDP of Lori marz

decreased by 11 %, and the GDP of Tavush marz increased by 16 %.
;
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In 2019, the contribution of the GDP of the marzes to the total GDP of the Republic of Armenia

was 4.1 % Shirak, 3.5 % Lori, 2 % Tavush respectively.

Shirak Marz

GDP IN SHIRAK MARZ
Gross domestic product (at market prices),
min. drams

273716.3 B 268947.4

248842.9

238717.8 238001.1

e

Lori Marz

GDP IN LORI MARZ
Gross domestic product (at market prices), min.
drams

276931.1

258563.4 252438.5 248216.3

o o S L O

Tavush Marz

GDP IN TAVUSH MARZ
Gross domestic product (at market prices),
min. drams

136719.4

133907.9

115312.2 118656.6

107138.5

e
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Structure of gross domestic
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2015 2016 2017 2018 2019

GDP IN LORI MARZ
Structure of gross domestic
product by %

2015 2016 2017 2018 2019

GDP IN TAVUSH MARZ
Structure of gross domestic
product by %

2015 2016 2017 2018 2019



EMPLOYMENT BY AGRICULTURAL AND NON-AGRICULTURAL SECTORS IN
SHIRAK, LORI AND TAVUSH MAREZ

1000 persons

Agricultural Non-agricultural Total
SHIRAK
MARZ 2019 2020 2019 2020 2019 2020
25.7 28 63.8 53.4 89.5 814
LORI Agricultural Non-agricultural Total
MARZ 2019 2020 2019 2020 2019 2020
13.4 19.3 67 71.6 80.4 90.9
Agricultural Non-agricultural Total
TAVUSH
MARZ 2019 2020 2019 2020 2019 2020
55 7.3 36.5 36 42.1 43.3

Investors in agriculture production benefit from the following tax incentives in RA:

e Agricultural production is exempt from VAT and profit tax.

e Exemption on payment of customs duty for importing equipment and intermediate goods
from a non-Eurasian Economic Union member country that cannot be replaced by goods
and equipment produced in EEU country, within the scope of investment project in the
priority sector of Armenia's economy and exceptionally in the territory of Armenia.

e VAT and profit tax exemptions in border territories (list of communities approved by the
Government) of Armenia.

e Exemption from VAT and profit tax for operations in Dilijan community and adjacent
territories of the Tavush marz of Armenia within the scope of investment projects above
approximately 4 million USD.

e Exemption from profit tax and reduction of the income tax rate (on salaries) to 10% for the
IT sector startup companies.

e Medical equipment, sales of medical products, medical services are exempted from VAT
payment.

e Exemption for customs duties, profit tax, VAT, property tax for the resident companies of
the free economic zones. Source: https://enterprisearmenia.am/en/pages-businessEnvironments/tax-

incentives

Agricultural insurance scheme is introduced in Armenia since September 30, 2019. The
agricultural insurance program is implemented thanks to the support of the KFW Development
Bank and the Federal Republic of Germany: Agricultural insurance is a pilot program planned for
2019-2023. for and is voluntary in nature., agricultural insurance has been in effect in the Republic
of Armenia since 2019.

The responsible body established for the introduction of agricultural insurance is the "National
Agency of Agricultural Insurers” public organization (NAAG), which will carry out the
management and development of agriculture. Crops covered by the insurance program are:
apricots, grapes, peaches, apples, autumn and spring cereals (wheat, barley, oats), potatoes, plums,
watermelons, melons, cherries and cherries, which are insured in all regions of the Republic of
Armenia.
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In 2022 with state support: 5,091 contracts were sold with an insurance premium of AMD
866,338,849. 533 cases were compensated, AMD 425,988,311 was distributed to farmers.
https://aina.am/

Several international organizations such us EU, UNDP, FAO, IFAD, ADA, UNICEF are
implementing agriculture development projects in targeted Marzis. The summery of the projects see
below:

o  “Empowerment of local actors for development in Lori and Tavush marze” This initiative
is one of the components of the "Empowerment of Local Actors for Development in Lori and
Tavush Marzes" (LEAD) program. The latter is financed by the European Union and
implemented by the FAO and the United Nations Development Program in close cooperation
with the RA Ministry of Territorial Administration and Infrastructure and the RA Ministry of
Economy. The program helps the population of Lori and Tavush marzes to play an active role
in the process of inclusive, flexible and sustainable local development. This four-year program
focuses on the localization of the LEADER methodology of the European Union in the
mentioned regions. It supports community development initiatives by bringing together the
efforts of local authorities, civil society and the private sector.

The 14.6 million Euro four-year LEAD programme is comprised of three projects. The
LEAD4 Shirak project co-financed by the Austrian Development Cooperation and
implemented by ADA and the LEAD4Lori and Tavush regions project implemented by UNDP
and FAO focus on adaptation and implementation of the EU LEADER methodology. This
tried and tested approach identifies and supports community-driven local/rural development
initiatives carried out through partnerships between local authorities, private sector and civil
society.

Expected results of the projects include the creation of more than 250 jobs; support to 160
rural businesses and funding of 150 migrant businesses; training of at least 500 beneficiaries
on business management and operations. Overall, around 9000 people from the regions of

Armenia will benefit from the Programme’s activities. https://www.undp.org/armenia/press-
releases/eu-%E2%80%9Clocal-empowerment-actors-development-lori-and-tavush-
regions%E2%80%9D-project-enhances-rural-development

e International Fund for Agricultural Development (IFAD): Currently the following program
is being implemented in Armenia with IFAD support: Infrastructure and Rural Finance
Support Programme. The overall objective of the programme is to improve the economic and
social status of the population in selected, most disadvantaged rural areas generating
employment and income opportunities. The programme includes 4 components: Rural
Finance; Rural Areas Water Supply and Irrigation Infrastructure Improvement; Farmer
Awareness and Support; Programme Management.

The total amount of the programme is USD 52.8 million, of which USD 11.4 million is the

IFAD share (a loan of USD 11.0 million and a grant of USD 0.4 million).
https://minfin.am/en/content/international fund for agricultural _development ifad /#sthash.50pkxjop
.dpuf

o The International Fund for Agricultural Development (IFAD) is RFF’s main partner in
international programs. During the period 2005-2020 the Facility implemented and continues
to implement seven international programs. During the period 2005-2020 RFF financed
around 11,000 beneficiaries.

RFF designs different credit products depending on the program and market requirements. The
main areas of lending are animal breeding, horticulture, greenhouse farming, leasing of
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machinery and equipment, crop development, processing, poultry farming, fish farming,
beekeeping, and other sectors.

The RFF representatives briefly referred to the “Infrastructure and Rural Finance Support
Programme” launched in 2016, which aims to improve the socio-economic situation of the
population in the project implementation area by creating employment and income generation
opportunities.

RFF programs planned for 2021 and upcoming initiatives, including also a program on
organization of financial processes management of nine projects envisaged by the state subsidy
programs.https://mineconomy.am/en/news/2211

e EU-GAIA is the biggest agricultural project in Armenia funded by the European Union and
co-funded and implemented by the Austrian Development Agency and co-implemented by
UNDP. The project is implemented by the Austrian Development Agency and the United
Nations Development Program. The government partner of the project is the RA Ministry of
Economy. The EU-GAIA program aims to contribute to the development of sustainable,
innovative and marketable agribusiness.

Project duration: 42 months from October 2019 to March 2023

Target regions: Green agriculture - only in Shirak, Lori and Tavush marzes;

Organic agriculture throughout Armenia;

Total budget: €11,7 mil

According to Ministry of Foreign Affairs RA: Armenia, as a country of the Eastern

Partnership, is also included in the 2021-2027 Austrian Development Cooperation.
https://www.mineconomy.am/page/1613

e "Adolescents for Climate Action in Their Communities” (2019-2022), funded by the
Austrian Development Agency (ADA) with funds of Austrian Development Cooperation, and
implemented by UNICEF in partnership with Ministries of Environment, Territorial
Administration and Infrastructure, Education, Science, Culture and Sport. The project will be
coordinated with consolidated communities, marzpetarans, schools and teachers, and, more
importantly, adolescents.

Current climate conditions in Armenia result in drought, heat waves, flooding, landslides,
hailstorms, frost, rock falls, flash floods, mudflows and avalanches. This leaves a negative
impact on the livelihoods and food security of rural communities. No one is more affected by
a changing climate and its implications than children and adolescents.

“UNICEF believes that these conditions can be slowed down. Engaging with adolescent boys
and girls at community-level is key to driving climate action for a better future,” said Liv Elin
Indreiten, UNICEF Armenia Representative OIC. “With the support of ADA, we plan to reach
and engage 28,000 adolescent boys and girls from 496 schools in 52 consolidated communities
in Armenia to not only improve their knowledge on climate change but also empower them to
act as climate agents in their communities through their schools.”
https://www.unicef.org/armenia/en/press-releases/unicef-and-austrian-development-agency-
unite-engage-adolescents-climate-action

e EUA4Business “Innovative Tourism and Technology Development for Armenia”: The aim
of the EU4Business “Innovative Tourism Action Grants in times of Covid-19” is to support
Armenia’s tourism sector to answer Covid-19 challenges by providing financial support
(grants) to tourism businesses and consortia of tourism businesses, NGOs and foundations
operating in Armenia’s three northern provinces to implement innovative projects to better
adapt to and recover from the current crisis. Project implemented in June 2020. Proposed
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projects should contribute to the development of innovative tourism in Armenia three northern
regions Tavush, Lori, Shirak.

The support provided through the EU4Business “Innovative Tourism Action Grants in times
of Covid-19” aims to increase tourism organizations’ productivity and competitiveness,
improve tourism entrepreneurs’ and workers’ skills and qualifications, push for the
development and upgrade of existing and new products and services, and to encourage to
follow innovative marketing/re-branding approaches in order to optimally adapt to a shifting
context and get prepared for changing markets, changing demand and changing ways of doing
business.

All implemented projects in targeted marzes have educational component and conduct theoretical
and practical trainings. Shen NGO actively s ‘
works in all tree marzes conducting trainings
in horticulture and cereals production level.
Implemented demonstration activities and
introduce post-harvest handling technologies,
innovative  cultivation  equipment’s and &=
methods. As a results the agriculture product g
quality is improved, productivity increased
about 15-17%. The post-harvest handling
improvements reduced product loses. In
addition, the income of target farmer’s groups
increased. Following pictures from Shen NGO
implemented projects

The Armenian agriculture sector suffers from low productivity due to multiple factors, including
limited irrigated land, inadequate infrastructure, limited access to finance, a lack of efficient
technology, vulnerability to natural hazards, and underdeveloped market mechanisms. In addition,
high percentage of food lose is recorded along food and value chains. (Government of Armenia,
2021, V. Urutyan 2013)
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Shen NGO has been assigned by the Embassy of the Netherlands to conduct an in-depth
assessment and to provide recommendations within the framework of the consulting project
Public Crevice Contract N3 “Agrilogistic Study in Shirak, Lori, Tavush marzes of Northern
Armenia”.

The objective of this study is to identify the bottlenecks of agri-logistical in Shirak, Tavush and
Lori Marzes, in order to unlock the potential and to give recommendations how to improve the
sector and to find integrated value chain solutions.

2. METHODOLOGY

2.1  PROJECT SCOPE

This study used supply chain approach, (see Graph 1) to analyze the bottlenecks of agri logistics
on marz /country level and its impact on connecting Armenian producers to global value chain
(export potential).

GRAPH 1 AGRICULTURAL FOOD CHAIN

Post-Harvest

Packaging Distribution

Production Processing

Storage

1 |
Input supply Consumption,
and Global Trade

The major assumption supported by the existing literature is that improved agro-logistics can
directly increase producers’ income by lowering logistical costs for producers in rural areas, one
of the factors is reduced number of intermediaries of a value chain, and enhanced producers’
participation in the logistics value chain, amongst others.

At the same time, better agro-logistics contributes to decreasing food loss and waste by
streamlining and shortening the supply chains of agricultural products from rural to urban areas.
This tight coupling of both factors from the outset is critical to ensure that the project roadmap is
feasible, given stakeholders’ needs and faced constraints.

Based on the results of the study, the study makes suggestions that will enable to transform food
supply and value chains in study marzes into a more sustainable businesses with maximum
resilience which is critical especially due to COVID-19 disruptions. Further, the study
systematized the existing problems to suggest innovations and interventions needed to ensure
improvements. The recommendations are given to Government and governmental institutions, to
donor organizations and to local NGOs suggesting the options for interventions.

13
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2.2 SITUATION ANALYSIS

The situation analysis was implemented in several steps. First, based on the review of available
literature and policy documents the major bottlenecks were identified along the supply and value
chain. Next, the major most relevant stakeholders on each of the stage of the chain were listed. In
addition, the existing bottlenecks in connecting Armenian producers to the global value chains
was discussed. The results of interviews and findings combined with existing literature formed
the base of the report. The report presents identified marz specific bottlenecks and marz specific
recommendations in separate three sections for Shirak, Lori, Tavush marzes and presents the
similarities of existing bottlenecks in a separate section.

2.3  BASELINE ASSESSMENT

The baseline assessment was conducted using the principles of participation and inclusion, by
involving the local community members in the assessment and planning process of SWOT
analysis through the use of different tools, including meetings in relevant communities.

To be in line with the principle of leaving no one behind, a particular attention was placed to
ensure that both women and men are actively engaged and are not restraint to raise their voice, so
their needs, concerns and views in relation to agricultural production, the faced difficulties along
the supply chain could be captured.

Interviews with relevant national, regional and local officials and experts in the food supply and
value chain and on relevant policy making level, series of consultatations with different
stakeholder groups, e.g. through focus group discussions, in each of the Marzes was organized.

Further, the stakeholders were conducted to organize face to face interviews, to verify the
relevance and to get deeper knowledge based on the literature identified bottlenecks.

For the success of the initiative, it was important to closely coordinate interactions of local NGOs,
lead farmers, local processors and target Marz representatives. The assessment process and
especially identification of development direction of the target Marzes should be transparent and
open for all local stakeholders at all stages.

24  DATA COLLECTION

The primary data was collected in Tavush, Lori and Shirak marzes. The focus group discussions
were organized in all three marzes with three key stakeholder groups. Individual agricultural
producers, middlemen, processors, exporters were present in focus group discussions.

The key stakeholder groups are as listed below
1. The representatives of Tavush, Lori and Shirak marzes,
2. The producers and the representatives of the agricultural and consumer cooperatives, and

3. The representatives of agro food processors and the intermediaries/middlemen.
14
© “Shen” NGO



The list of individual members of the group discussions and individual interviews can be found in
Appendixes 1, 2 and 3.

In addition to focus group discussions a semi-structured questionnaire was developed to conduct
face to face interviews with agricultural producers in all three marzes. The respondents were
selected from different territories of each of the marzes. Face to face interviews were conducted
in each of the marz. Further, face to face interviews were conducted with the agricultural farm
input suppliers.

The demographic information of interviewed participants is presented bellow, (see Figurel)

FIGURE 1 GENDER CLASSIFICATIONS BY MARZES

Tavush Lori

. N
N’ N

= Male = Female = Male = Female

Shirak

= Male = Female

Source: Shen NGO survey, 2022

Overall fiftynine individual interviews were conducted with the producers. Out of fiftynine
respondents nine in Tavush marz 11 % female and 89% male respectively, twentysix in Lori marz
8 % female and 92% male respectively, and twenty-four in Shirak marz 33 % female and 67%
male respectively (see Figure 1).

In Tavush marz respondents between the age 29 to 62 years old participated in the survey, the
average age equaled to 47.7 years, in Lori marz the respondents between the age 28 to 65 years
old participated in the survey, the average age was 41.3 years old, and in Shirak marz respondents
between the 28 to 56 years old participated in the survey, the avarage age was 38.4 years old.

TABLE 1 AVERAGE CULTIVATED LAND SIZE BY MARZES

Average Cultivated Land Size | Cultivated Culture by % of Respondents

15
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Vegetables Horticulture  Cereals Other
Tavush 1.92 ha 28% 46% 2204 4%
Lori 1.15ha 31% 17% 44% 8%
Shirak 2.12 ha 39% 21% 45% 5%

Source: Shen NGO survey, 2022

The average cultivated land size is the biggest in Shirak marz and equals to 2.12 ha, in Tavush
marz it is equal 1.92 ha and in Lori marz is equal to 1.15 ha.

The results of focus group discussions combined with the results of face-to-face interviews form
the basis for constructing the SWOT matrix for each of the marzes, and for identifying similarities
and differences of strengths, weaknesses, opportunities and threats among the studied marzes.

2.5 PROJECT ORGANIZATION AND MANAGEMENT

The project main team consists of the team leader agriculture specialist, one export market
development international expert and one marketing and business links facilitation local expert
The project core team closely cooperated with the representatives of Tavush, Lori and Shirak
marzes. (see Graph 2).

GRAPH 2 PROJECT ORGANISATION

International
Expert
Local Expert

Source: Own presentation

26  STAKEHOLDER IDENTIFICATION AND INVOLVEMENT

2.6.1 DESCRIPTION OF STAKEHOLDER GROUPS

Based on the reviewed literature and policy papers several bottlenecks exist that challenge the
competitiveness and the efficiency of agriculture and limit the export potential of agri products of
Armenia. We interviewed the most relevant stakeholders along the supply chain to verify our
findings and to get deeper insights on existing difficulties in order to develop relevant solutions.
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Identified most relevant stakeholders are listed in Table2.

TABLE 2 IDENTIFIED RELEVANT STAKEHOLDER GROUPS

GROUP A - Governmental Agencies, Regulators

Ministry of Economics

The Ministry of Economy has primary responsibility for policy issues
with respect to agriculture.

The core of the agricultural policy based on strategic development plan
till 2030 will be the increase of agricultural efficiency, increase of the
food security level, introduction of modern technologies, increase of
exportation volumes, increase of profitability of all entities engaged in
the entire value chain of agriculture - small households, farming
cooperatives, processors, and exporters.

Other key bodies include the State Service for Food Safety and its
subsidiary veterinary, phytosanitary, and food safety inspectorates, the
National Body for Standards and Metrology under the Ministry of
Economy, and the State Health Inspectorate under the Ministry of
Health. The performs its functions through the organizations within the
system of the Ministry:

» “National Body for Standards and Metrology” CJSC
“National Accreditation Body” SNCO
“Investment Support Center” Fund

Export Insurance Agency of Armenia

YV V. V V

“National Center of Innovation and Entrepreneurship” SNCO
> “Center for Agricultural Services” SNCO*

Food Safety
Regulator/Inspectorate

The Food Safety Inspectorate implements assessment of food products’
conformity with the applicable standards, regulates the administration of
veterinary and sanitary services, as well as ensures control and imposes
sanctions acting on behalf of the Republic of Armenia.

By the Law of the Republic of Armenia it carries out supervision and
takes disciplinary actions in the mentioned spheres on behalf of the of
Republic of Armenia.

The most important task in the field of phytosanitary is to control the
quarantine of plants in the territory of the Republic of Armenia and
organization of identification and elimination of regulated, non-
quarantine noxious organisms, as well as prevention of penetration and
dispersion of plants’ quarantine noxious organisms in the territory of the
Republic of Armenia, and implementation of measures aimed at
phytosanitary examination of plants, plant products, and regulated items,
sampling for testing and plant protection?.

Chamber of Commerce
and Industry of Armenia

The primary mission of the Chamber is the improvement of business
environment, promotion of export and investments, support to small and

1 https://mineconomy.am/
2 https://snund.am/en
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medium enterprises, providing economic growth of the economy as a
final result®.

Customs Service of
Armenia

The customs service is the structure, which has a decisive importance in
economic development and foreign trade management. The customs
bodies, being the provider of the RA economic sovereignty, economic
security, economic interests and the internal market protection, apply the
norms provided by the legislation concerning the goods and vehicles
transported by the customs frontier and supervise their realization.

The customs service main mission is aimed to protect the economy and
society. Within this framework, special attention needs to be paid to the
most important challenge confrontations, such as the struggle against
crimes in customs sphere and violations of customs rules. The
continuously growing rates of terrorism, the improvement of contraband
transportation ways and methods of drugs, weapons, goods with the
cultural and historical importance caused the creation of new problems
in the law enforcement field and the necessity of the state intervention
to solve them immediately. In addition to these functions, the customs
authorities ensure alsoAgri Finance Policy Makers/ Providers the
collection of customs payments®.

Agri Finance Policy
Makers/Providers

Central Bank: In 2021,a number of legislative changes were
introduced in the financial system of the Republic of Armenia.

» Following amendment and supplements made to the Civil Code of
the Republic of Armenia, to the Civil Procedure Code of the
Republic of Armenia, the RA Law on Compulsory Enforcement of
Judicial Acts, the institute of guarantee has undergone significant
changes; namely, if previously the guarantor and the debtor were
carrying joint and several liability before the creditor, now the
guarantor shall bear subsidiary liability, except when provided for by
law (for example, when the guarantor and the debtor are members of
the same family). This change is aimed at ensuring the protection of
the rights of guarantors.

» As a result of the amendment to the “RA Law on Attracting Bank
Deposits”, the “RA Law on Housing Mortgage Lending”, and the
“RA Law on Consumer Crediting”, the rates of fines imposed by the
Central Bank of Armenia on the creditor for violating the
requirements of the law or other legal acts have increased. The
purpose of the amendment is to provide a higher level of consumer
protection at banks and other financial lenders through tighter
precautionary measures.

» Anamendment to the “RA Law on the Central Bank of the Republic
of Armenia” has been made with the aim to creating a centralized
register of bank accounts, which all commercial banks operating in
the territory of the Republic of Armenia must take part in.

» The purpose of the amendment and supplements to the “RA Law on
Combating Money Laundering and Terrorist Financing” is to bring

3 http://armcci.am/

4 https://www.petekamutner.am/
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Armenia’s AML/CFT framework in line with existing international
requirements®.

Regional Administrative
Union (Marzpetaran)

Tavush, Lori and Shirak Regional Administration Units (Marzpetarans)
of the Republic of Armenia (RA) were formed in the mid of 1990s in
accordance with the RA Law on Administrative Territorial Division. The
administrative relations in the regions (marzes) are regulated by the RA
Constitution, RA laws and other legal acts.

The Marzpetarans implement the territorial policy of the RA
Government, coordinate the activities of the territorial services of the RA
executive bodies and thus, act as one of key stakeholders in the frame of
our study.

GROUP B - Input and
Service Providers

Agri Input and
Technology Supplier
Company

The main importers of Agri Inputs are located in Yerevan or in the
regions of Armavir and Kotyak. There are about 40 leading
organizations in Armenia, which supply the RA market with agricultural
equipment and products®.

Fertilizers and seeds are imported through state support programs, which
are distributed to farmers through village municipalities.

Import of seedlings and seeds are engaged in private individuals and
organizations, most of which specialize in the import of 1 or 2 types of
goods.

In the beneficiary regions there are small shops selling small quantities
of agricultural products, individuals who cooperate with the main
importers.

Agriculture The
National Insurers
Agency

Agriculture The National Insurers Agency (hereinafter referred to as the
Agency) is a non-governmental organization whose purpose is to
coordinate the agricultural risk insurance system, including promoting
and regulating the efficiency of the Agency's member insurance
companies by developing rules of professional conduct for member
insurance companies. The task of the Agency.

» Develops standard agricultural insurance products, develops and
coordinates the process and conditions of providing subsidies
provided by the Government of the Republic of Armenia for
agricultural insurance products developed by the Agency;

» Carries out market research and actuarial calculations, conducts
trainings for damage assessors in the field of agricultural insurance,
carries out qualification of damage assessors,

> Carries out other activities necessary for the development of the
agricultural insurance sector. https://aina.am/

5 https://www.cha.am/am/SitePages/Default.aspx /

6 https://shen.am/publications
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Logistic Service
Providers

There are 12 logistic centers in Armenia. Nine out of twelve centers are
located in Yerevan, one in Abovyan, one in Ashtarak, and one in Akunk
village. Twelve logistic centers are as follow: Ararat Food Factory, Mer
Sarer, Spayka, Urban Logistic Service (ULS), Eco Fruits, Best Fruit
Logistic Center, Rival, ICE House Logistic Complex, Brand Leader,
Aghorig, Artfood and Ecokat.

Group C - Actors of
the Chain

Farmers, Farmer
groups, Cooperatives,
Active Women Groups

Agri food chain represents a complex network of inputs and outputs,
connecting different stakeholders on different stages of the chain. Agro
producers on individual level are independent farmers and conduct most
of the cases small scale family farm operations. The individual farmers
are joined in agricultural and consumers cooperatives to benefit from
economies of scale by for example through cheaper input supply and
access to modern machinery and other services. Thus, agricultural
cooperatives are important stakeholder groups in the frame of our study.
According to the data of Ministry of Economy, as of 01.2022, there are
456 registered cooperatives in Armenia, of which 119 are agricultural
cooperatives and 337 are consumer cooperatives’.

Storage and
Refrigerator Holders

The role of farms in the food value chain is very important, as the main
units of food processing, export, canning are located in Yerevan or the
surrounding area. The main requirement of all processors and exporters
is the procurement of quality food and raw materials. The demand for
refrigeration facilities in the beneficiary regions is very high, there are
no units providing such services in the region either.

Large cold storage facilities for fresh fruits and vegetables are located
only near large cities.

Processors

Agro food processors, often as well storage holders play an important
role as primary buyers of agri products, are normally located in the same
marz with producers. The middlemen often act as connecting link
between the producer and storage holders or processors. The processors
in the marzes act as buyers of produce collecting, processing and
marketing of agri food. Thus, they are another stakeholder group of
interest in the frame of our study.

Distributors,
Middlemen

The reseller or distributor is the link between the farmer / producer and
the supplier of the processed agricultural product. There are many
participants in this field, many of them are specialize in selling food in
one or more villages. In the wholesale markets, mainly resellers work,
the actual producers do not reach the consumer. The role of this value
chain player is very important in the case of small-scale production.
Intermediary sellers consolidate the products of small producers and
provide large-scale supply to processors, supermarkets, etc.

Exporters

Exporters of Armenian agricultural and food products connect local
producers to global markets and global food and value chains. They

7 http://www.mineconomy.am/en/84
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normally are engaged in producing various types of agricultural
products. They are exporting and trading fresh fruits and vegetables to
Russia, CIS countries and Europe. The processed fruits and wine are
exported as well to further markets such as to the United States of
America.

DESCRIPTION OF STUDY MARZES AND EXISTING GOVERNMENTAL

3.
PROJECTS
3.1 TAVUSH MARZ

Uuwipgll:anpnip’
p. holiwt
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Marz centre
Jjevan town

Territories

boliwl Jjevan
“thihowt Dilijan
Lnyhupkput Noyemberyan
Sunniy Tavush
Lunuplhbpp’ Towns
Poliwlt [jevan
“thihowt Dilijan

Ppy Berd
Unjthupbpjut Noyemberyan
Ujpnud Ayrum

Tavush marz is situated in the north-eastern part of the Republic of Armenia. In the Southeast the
marz borders with Gegharkunik and Kotayk marzes, in the west it borders with Lori marz and
Georgia, in the North and East with Azerbaidjan.

In 2020 the share of economy main branches of the Republic of Armenia Tavush marz in the total
volume of correspondent branches of the republic comprised:

Industry 1.5%
Agriculture  4.3%
Construction 3.0%
Retail trade  2.3%

Services 0.9%

Tavush marz is one of the mazes of RA with the most forest coverage. 40.3% of the marz’s overall
area is occupied with mixed forests.

Marz is pronounced agricultural district of the republic. In animal husbandry the main branches
are cow and pig breeding and plant growing. The most developed branches are cereal and grape
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growing. During last years beekeeping develops too. In the recent years, in resent years the
programs are implemented to recover the orchards, horticulture has got a great reputation. In recent
years, fruit gardens have been established, dominated by figs and persimmon. The most common
varieties of fruits in the marz are peach, apple, pear, plum, persimmon, grape, figs, mulberry, etc.

Beekeeping is also being developed every year. The leading branch of the economy is the
processing industry. From the industrial production in the region wines and preserved food are
being exported. (Source: ARMSTAT 2022)

at current prices, bln. drams

GROSS AGRICULTURAL OUTPUT

Total

of which

Plant growing

Animal husbandry

Share, %

2016

2017

2018

2019

2020

2016

2017

2018

2019

2020

2016

2017

2018

2019

2020

2016

2017

2018

2019

2020

Republic of
Armenia

8785

908.6

892.9

853.3

833.3

486.7

469.3

415.8

410.9

3995

391.8

439.3

477.1

442 .4

433.8

100

100

100

100

100

Tavush

39.6

39.9

39.3

37.0

35.9

16.0

133

111

10.0

9.2

23.6

26.6

28.2

27.0

45

4.4

4.4

4.4

43

Source & armstat.am

In the marz there are several agricultural development governmental support programs that
producers intensively use. The Governmental Agro-support Programs Implemented in 2021 in

Tavush marz are (Source: Report of the Government of Armenia, 2022)

3.2

2459 credit units - 5.8 billion drams
1 smart cattle-breeding farm
14 had small cattle animal
58 agricultural machineries
Agri-food leasing for 246 million drams
331 Procurement Contract
981 agriculture insurance contracts

LORI MARZ

Urueuonsu
ARAGATSOTN

8 https://armstat.am/en/
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The leading economies of Lori marz are industry and agriculture. Production of cereal, potato,
vegetable and animal husbandry produce is developed. In 2020 the share of economy main
branches of the Republic of Armenia Lori marz in total volume of correspondent branches of the
republic comprised

at current prices, bln. drams

Industry 5.3%
Agriculture 8.1%
Construction 3.8%
Retail trade 2.5%

Services 1.2%

GROSS AGRICULTURAL OUTPUT

Total

of which

Plant growing

Animal husbandry

Share, %

2016

2017

2018

2019

2020 | 2016

2017

2018 | 2019 | 2020

2016

2017 | 2018 | 2019

2020

2016

2017

2018

2019

2020

Republic of
Armenia

8785

908.6

892.9

853.3

833.3|486.7

469.3

415.81410.9 (3995

391.8

439.3(477.1 (4424

433.8

100

100

100

100

100

Lori 69.2

79.0

73.2

68.5

67.2| 249

29.0

21.6| 21.6| 204

443

50.0| 51.6| 46.9

46.8

79

87

82

8.0

8.1

In the marz there are several agricultural development governmental support programs that
producers intensively use. The Governmental Agro-support Programs Implemented in 2021 in
Lori marz are (Source: Report of the Government of Armenia, 2022)

3.3
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1853 credit units - 3.8 billion drams
3 ha intensive orchards
1 smart cattle-breedindg farm
288 had large cattle animals
43 agricultural machineries
Agri-food leasing for 73 million drams
46 Procurement Contract
1482 agriculture insurance contracts

SHIRAK MARZ
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Shirak marz is situated in the north west of the Republic of Armenia, with Gyumri marz center. In
the west, it borders Turkey; in the North, it borders Georgia, in the East Lori marz and in the South
Aragatsotn marz.

GROSS AGRICULTURAL OUTPUT

at current prices, bln drams

of which Share, %
Total Plant growing Animal husbandry
2016 | 2017 | 2018 | 2019 | 2020 | 2016 | 2017 | 2018 | 2019 | 2020 | 2016 | 2017 | 2018 | 2019 | 2020 | 2016 | 2017 | 2018 | 2019 | 2020
Repub]ic of 878.5(908.6 (892.9 [853.3 | 833.3 | 486.7 | 469.3 | 415.8 | 410.9 [ 399.5 [ 391.8 [ 439.3 [ 477.1 | 442.4|433.8| 100 | 100 | 100 | 100 | 100
Armenia
Shirak 101.7| 99.4| 979 88.7| 835| 50.8| 41.4| 355| 32.3| 29.2| 509| 58.0( 62.4| 56.4| 543| 11.6| 109| 11.0{ 10.4| 10.0

In the marz there are several agricultural development governmental support programs that
producers intensively use. The Governmental Agro-support Programs Implemented in 2021 in
Shirak marz are (Source: Report of the Government of Armenia, 2022)

4.

e 1570 credit units - 3.2 billion drams

e 4 haintensive orchards

e 2 smart cattle-breeding farm

e 44 agricultural machineries

e Agri-food leasing for 425 million drams
e 467 Procurement Contract

e 64 agriculture insurance contracts

IDENTIFIED BOTTLENECKS AND SITUATION ANALYSIS OF AGRI

LOGISTICS BASED ON LITERATURE

4.1
A)

B)

IDENTIFIED BOTTLENECKS
Low Productivity as a consequence of

Agricultural land - small land plots and the existence of abandoned land, no digitalis map
of agricultural land

Irrigation systems — there is a need to rehabilitate existing irrigation systems and to
implement new/digitalized technological solutions/systems

Credit market — not sufficient credit support programs, guarantee funds

Risk mitigation — agricultural insurance market is still underdeveloped, broader climate
adaption strategies are not in place

Not sufficient attention to priority value chains

Agricultural methods, technologies, machinery and equipment — traditional methods and
technologies of cultivation, outdated machinery and equipment, support programs for the
purchase/leasing of new machinery and equipment, introduction to new methods is
needed.

Food Safety

Internationally recognized food safety standards — not sufficient attention to good agricultural
practices (GAP), more attention to HACCP, Information and knowledge provision to public on
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food safety needed.
C) Knowledge

Agricultural advisory services are not functioning efficiently. There is a need to introduce new
models of the services along the food chain (for example public private partnerships, partial
payment for the service by farmers, etc.)

D) Food Lose along Food Chain, in all following stages

For example, based on the study done by Urutyan 2013 the lose of cereal production on different
stages of the chain amounts

Agricultural Production 15%
Post harvest handling and
Storage 5%

Processing — 6%

Packaging and

Distribution — 7%

E) Local Market and Export Potential (Questions: phytosanitary enforcement,
modernized traceability and certification systems and practices, modern food safety standards,
etc?)

Agricultural producers prefer to sell their produce domestically, often on the gate, on local market
or in the market in Yerevan as they do not see export-oriented motivations. Most of the producers
lack of knowledge especially on proper procedures. In addition, most of agricultural producers
are small scale and see the difficulty to think about export.

The export market is mainly concentrated on Russia. The Commonwealth of Independent States
(CIS) are another option for Armenian exporters.

4.2 SITUATION ANALYSIS OF AGRI LOGISTICS
Production

The government has introduced a 10-year strategy to drive the development of Armenia’s
agriculture sector focused on making agriculture more sustainable, introducing innovative
solutions and new technologies, and moving Armenian agricultural products up the value chain
for export abroad. More specific measures include increasing the availability of cultivable
farmland, improving irrigation systems, enhancing access to finance, improving the quality of
seeds and planting materials, promoting modern livestock management techniques and facilities,
consolidating farms, and developing wholesale markets.

In 2020, agriculture continued a decline in output from the previous year by
about four percent, primarily due to COVID-19, totaling about 12 percent of gross domestic
product. The continued support from the government and measures to promote access to
subsidized credit, the development of value chains and the enhancement of the productivity and
efficiency of farming, such as establishing cooperatives, should reverse declines. Greater interest
from the private sector in making agriculture investments and introducing new technologies could
further contribute to growth.
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Many vegetable, nut, fruit, and berry varieties are found in Armenia, including: green peas, black
and red peppers, radishes, carrots, pumpkins, pomegranates, quince, plums, various cherry
varieties, mulberries, apricots, peaches, apples, pears, walnuts, pistachios, hazelnuts, currants,
raspberries, blackberries, and strawberries.

According to government reporting there are approximately 1,600 food-production companies in
Armenia, including: fruit and vegetable processing, dried fruit and spice processing, grape
processing, milk processing, meat processing and slaughtering, fish processing, bread baking,
confectionary production, mineral and drinking water production, nonalcoholic beverage
production, and alcoholic beverage production.

Leading Sub-Sectors

Within the agricultural space, food production dominates in terms of export volumes. Food
products make up more than a fifth of Armenia’s goods exports annually. Important segments
include processed food and alcoholic beverage production, especially wine and brandy made from
locally grown grapes. Armenia’s principal food processing exports are alcoholic beverages, fish,
cheese, canned fruits, jams, coffee, and mineral water. Some exporters also ship frozen fruits and
vegetables. Armenia’s soil and climate conditions, high altitude, and limited use of chemical
fertilizers account for flavorful produce. Food products can be successfully delivered to
international markets with modern processing and packaging technologies that are currently used
to export such Armenian products as soft drinks, mineral water, alcohol, canned fruits and
vegetables, milk and dairy products, meat, and meat products.

Significant recent investment has been focused on the construction of modern greenhouses,
together with more advanced drip irrigation systems. Such investment has grown rapidly and
yielded marked productivity gains.

Armenia has traditionally had a good reputation for high-quality alcoholic beverages, especially
brandy. Approximately 90 percent of Armenia’s brandy productionis exported abroad,
overwhelmingly to Russia.

Armenian wine has developed remarkably in recent years, spurred by an increasing recognition
of Armenia as a birthplace of winemaking and several recent large investments aimed at producing
high-quality wines. Armenia now has several dozen wineries, and the number has roughly
doubled since 2013. The area of working vineyards has expanded dramatically in recent years,
reversing declines seen after Armenia achieved independence. More than 10 million liters of wine
are produced each year, roughly half of which is exported abroad. The value of wine
exports has doubled in the last five years. Several wines are noted of being of particularly high
quality, and the Areni noir grape has begun to attract broader international recognition®.

Lows and requlations

Several key pieces of agricultural and food legislation include: the Law on Food Safety, Law on
Veterinary Medicine, Law on Animal Feeding, Law on Phytosanitary Measures, Law on Trade
and Services, Law on Ensuring Sanitary and Epidemiological Safety of the Population, Law on
Ensuring Uniformity of Measurements, Law on the Protection of Consumer Rights, Law on

9 https://www.trade.gov/country-commercial-guides/armenia-agriculture
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Standardization, and the Law on Conformity Assessment. A Law on Organic Agriculture, based
on Codex Alimentarius guidelines and EU regulations, stipulates requirements for labeling
organic products.

The Law on Organic Agriculture, adopted in 2008, is based on the Codex Alimentarius organic
guidelines and EU organic regulations. The law dictates the process of organic production and
the main provisions on labelling requirements for organic products. The certification body
ECOGLOBE, an Accredited Certifying Agent of the U.S. National Organic Program, operates in
Armenia. There are several non-governmental organizations in Armenia that promote and support
organic agriculture.

Armenia’s EAEU  membership  has broughtsome  areas  of uncertainty  and
confusion, preventing Armenia from realizing agricultural trade opportunities. These include
documentation requirements, sanitary and phytosanitary requirements, and burdensome export
procedures. Any notional expansion of access to the Russian market is positive but is undercut
by internal barriers to the free flow of goods within the EAEU and unpredictable conditions at the
border crossing between Georgia and Russia.

Import and export requirements and documentation

After joining The EAEU harmonized tariffs (CET), the unified Customs Code requirements
entered into force in Armenia. EAEU regulations now deal with trade in the integrated customs
zone. Despite this effort at harmonization, customs clearance remains one of the main issues for
foreign companies working in the Armenian market. While the main function of customs is
control and statistics, Armenia still uses customs as a budget cash flow generator.
According to EAEU requirements customs clearance, as a general rule, should be performed in
the jurisdiction of the respective participants in foreign economic operations. For example, goods
transiting to Armenia and/or Kazakhstan from foreign suppliers through Russia are customs
cleared at the EAEU’s external frontier in Russia. This is the same procedure for items entering
Armenia and Kazakhstan destined for other countries within the EAEU. Armenia does not have
common border with and EAEU members, all goods must transit through Georgia, adding
complications which have yet to be fully resolved.

Customs requires importers to present a customs declaration form with a commercial invoice
indicating the specifications, quantity, and value of goods being imported. In addition, to ensure
that imports will be valued by the transaction method of valuation, documentation must meet the
requirements enumerated in the Import Tariffs section of this guide. The State Customs
Committee has implemented an on-line declaration process (Direct Trader Input or “DTI”’) which
reduces personal contact between customs officials and importers.

Armenia maintains a national inquiry point on standards and conformity assessment matters in
the Department for Quality Infrastructure of the Ministry of Economic development and
Investments'?. It is responsible for provision of all relevant information on standards and technical
regulations. For more information see the Standards section in this guide .

10 https://mineconomy.am/en

11 hitps:/iwww.privacyshield.gov/article?id=Armenia-import-requirements-and-documentation
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Opportunities

There are a number of interesting opportunities in Armenia’s agricultural sector, despite the
country’s difficult geographical position, distance from other markets, and a relatively small
domestic market with limited buying power. The government has placed a great deal of emphasis
on developing the sector, to include devising policy reforms and extending benefits such as
subsidized lending facilities and tax and customs exemptions. Armenia is eager to introduce more
modern technology to move agricultural products up the value chain, increase exports (especially
to Europe), and expand economic opportunities for rural populations.

Armenia’s inability to satisfy local demand for some foodstuffs, notably wheat, through domestic
production alone, means securing investment is also important for ensuring food security. Wine
stands out as an exciting opportunity given the combination of Armenia’s indigenous varieties,
moderate land and labor costs, favorable climatic conditions, and excellent terroir 2,

The European Union currently has no trade agreements with Armenia®®, which implies higher
tariffs for the export from Armenia.

The trade balance of total goods of EU trade with Armenia during the last ten years is presented
bellow.

FIGURE: EUROPIAN UNION TRADE WITH ARMENIA — TOTAL GOODS
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Source: Europian Commition, Directorate General for Trade, 2021

12 hitps:/ww.trade.gov/country-commercial-guides/armenia-agriculture
13 https://trade.ec.europa.eu/access-to-markets/en/non-eu-markets/AM
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According to the custom service of Armenia the export from Armenia to Netherlands in year 2020,
2021 has the following characteristic

4 0
50.8 49.8
4 0
24.2 147.4
1 4.7

19 629.5
547.7 0
196.6 0
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8 18.4
7197.4 13.6
101.1 101.4

3.9 8.9
14243 26.2
23.6 118.2

2.8 12.3
34.3 1079.7
490.8 0.1
100.6 0

Vegetables, fruit, nuts and other
edible parts of plants, prepared or
preserved by vinegar or acetic
acid
Other vegetables prepared or
preserved otherwise than by
vinegar or acetic acid, not frozen
(excl. preserved by sugar, and
tomatoes, mushrooms and
truffles)

Jams, fruit jellies, marmalades,
fruit or nut purée and fruit or nut
pastes, obtained by cooking,
whether or not containing added
sugar or other sweetening matter
Fruits, nuts and other edible parts
of plants, prepared or preserved,
whether or not containing added
sugar or other sweetening matter
or spirit (excl. prepared or
preserved with vinegar, preserved
with sugar but not laid in syrup,
and jams, fruit jellies,
marmalades, fruit purée and
pastes, obtained by cooking)
Fruit juices, incl. grape must, and
vegetable juices, unfermented, not
containing added spirit, whether
or not containing added sugar or
other sweetening matter
Wine of fresh grapes, incl.
fortified wines; grape must, partly
fermented and of an actual
alcoholic strength of > 0,5% vol
or grape must with added alcohol
of an actual alcoholic strength of
> 0,5% vol
Cider, perry, mead, saké and other
fermented beverages and mixtures
of fermented beverages and non-
alcoholic beverages, n.e.s. (excl.
beer, wine or fresh grapes, grape
must, vermouth and other wine of
fresh grapes flavoured with plants
or aromatic substances)
Undenatured ethyl alcohol of an
alcoholic strength of < 80%;
spirits, liqueurs and other
spirituous beverages (excl.
compound alcoholic preparations
of a kind used for the manufacture
of beverages)

Copper, ores, concentrates
Molybdenum ores and
concentrates

Huge
increase

Increased
around 2
times

Huge
increase

Increased
around 3
times

Increased
around
80%
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19.3

135.7

7.2

6810.1
486

24

2731.7

179.7

0.1

1285.9

55.5

0.3

86217.6
720.5

120

7326.9

1.3 19.5
1820 22.2
25 331.7
596 18
7560.2 175320.2
3716.8 13152.6

Women's or girls' suits,
ensembles, jackets, blazers,
dresses, skirts, divided skirts,
trousers, bib and brace overalls,
breeches and shorts, knitted or
crocheted (excl. wind-jackets and
similar articles, slips, petticoats
and panties, tracksuits, ski suits
and swimwear)

Jerseys, pullovers, cardigans,
waistcoats and similar articles,
knitted or crocheted (excl. wadded
waistcoats)

Women's or girls' suits,
ensembles, jackets, blazers,
dresses, skirts, divided skirts,
trousers, bib and brace overalls,
breeches and shorts (excl. knitted
or crocheted, wind-jackets and
similar articles, slips, petticoats
and panties, tracksuits, ski suits
and swimwear)
Women's or girls' blouses, shirts
and shirt-blouses (excl. knitted or
crocheted and vests)
Footwear with outer soles of
rubber, plastics, leather or
composition leather and uppers of
leather (excl. orthopaedic
footwear, skating boots with ice or
roller skates attached, and toy
footwear)
Ferro-alloys
Ferrous waste and scrap;
remelting scrap ingots of iron or
steel (excl. slag, scale and other
waste from the production of iron
or steel; radioactive waste and
scrap; fragments of pigs, blocks or
other primary forms of pig iron or
spiegeleisen)

Waste and scrap, of copper (excl.
ingots or other similar unwrought
shapes, of remelted copper waste
and scrap, ashes and residues
containing copper, and waste and
scrap of primary cells, primary
batteries and electric
accumulators)
Aluminium foil, "whether or not
printed or backed with paper,
paperboard, plastics or similar
backing materials”, of a thickness
"excl. any backing" of <= 0,2 mm
(excl. stamping foils of heading
3212, christmas tree decorating
material)

For those who plans to export to EU countries, the web portal Access2Markets is developed to
support businesses willing to export or to import to obtain all necessary information. It combines

© “Shen” NGO
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the market access database, the EU trade helpdesk and further information in a single tool. It
provides information about duties, taxes, and product requirements of EU countries and over 120
other markets around the world. All necessary information is possible to obtain product by product.
By providing the name of product, the name of exporting country and the name of the country to
be imported in the section of ‘My Trade Assistant’ (the example see bellow) by product code the
customs duties and national or local taxes, procedures and formalities, product rules and
requirements, requirements of rules of origin, tarrifes, trade barriers, trade flow statistics for
planning the business and much more can be checked. For more information see
https://trade.ec.europa.eu/access-to-markets/en/non-eu-markets/AM.

Including ROSA Rules of Origin Self-Assessment @ How to use this form A Disclaimer v

Product name or HS code Country from Country to

Apricot Armenia Netherlands

O Apricot halves

20 08 509891 %8 Show in list of goods

Prepared foodstuffs; beverages, spirits and vinegar; tobacco and fact tobacco sub. > P of

P
o Select product
vegetables, fruit, nuts or other parts of plants >  Fruit, nuts and other edible parts of plants, otherwise prepared or preserved,

whether or not containing added sugar or other sweetening matter or spirit, not elsewhere specified or

included » Apricots » Not containing added spirit > Not containing added sugar, in immediate packings of a net

confent » Oflessthan5kg > Oflessthan 4,5 kg

“% Apricot juice 20 09 893521 - 893539 = °L3 Showinlistof goods

Prepared foodstuffs; beverages, spirits and vinegar; tobacco and factt tobacco substi > P jons of

vegetables, fruit, nuts or other parts of plants »  Fruit or nut juices (including grape must and coconut water) and vegetable
Juices, unfermented and not containing added spirit, whether or not containing added sugar or other sweetening matter » Juice
of any other single fruit, nut or vegetable » Other » Of a Brix value exceeding 67 » Other » Of a value not exceeding

€ 30 per 100 kg net weight > Other

Results for product code 2008.50.9210 from Armenia to Netherlands

i Hour to read the result
Tariffs Tariffs © How to read the results
Rules of origin v
Rules of origin Origin/ Tariff
Measure type
Taxes

Import requirements W

ERGA OMNES 13.60%

Trade flow statistics Third country duty

EU law: R2204/99 WV
How to read the results

Transportation of especially fresh agri products to EU market is still riski taking into considatation
their parashable character and the time it takes to reach to the final destination. In addition,
transportation of fresh agri products demand temperature controlled containers and assume
additional costs for the exporters. Different agri products require different temperature. For
example:

Apricots require up to +1 to 0 °C, and can be kept two weeks.

Peaches require up to +1 to 0 °C, and can be kept 15-20 days.

31
© “Shen” NGO


https://trade.ec.europa.eu/access-to-markets/en/non-eu-markets/AM

Blueberries and raspberries require up to 5°C. They can be kept only for 20-21 days.

Fig require +1 to +2 °C. They can be kept only for 7-14 days.
Percimon require up to 12-0 °C. They can be kept only for 3-4 months.
Walnuts require up to 25°C but not higher than 30°C. They can be kept for up to 3 months.

The exporters should pay attention to the right packaging during transportation. For example, for
raspberries it is adviced to use the technic of one layer to increase the shelf life.

The other important factor that the Armenian exporters should consider is the volume and weight
of the shipment container.

It is adviced to use following transportation ways for named product groups:
- Fresh Flowers — air cargo
- Fruits and vegetables — air cargo, road or ferry depending of the type
- Berries — Air cargo

Nuts, processed fruits and vegetables — road, ferry transportation

(Source: IFC/World Bank Group in partnership with the UK Government’s Good Governence
Fund, Report prapered by ICARE), <Precervation of fruits and vegetables> Shen NGO publications

) RESULTS OF STUDY

5.1 RESULTS OF TAVUSH MARZ

5.1.1 RESULTS OF FOCcUSs GROUP DISCUSSIONS IN TAVUSH MARZ

Based on the statements of the local administrative unit (Marzpetaran) representatives Tavush
marz has a great development potential. The most popular agricultural fields of production in the
region are fruit growing, viticulture and livestock breeding, which accounts for 75% of total
production.

The climatic conditions of the region allow a range of subtropical crops cultivation, particularely
blood orange, persimmon, olives, pomegranate, and figs. The expansion of walnut plots is
promising. The collection of wild berries, wild fruits, rosehips, and greens is widespread in the
region.

Beekeeping has progressed the last decate. However, in the last 3 years there has been a great
decline of beehavies. Unable to find a solution to the deases, the volume of honey production has
declined. In spite of it, this branch of production is considered promising for the region.

The producers of the marz make intensive use of offered several agricultural development
governmental support programs. The Governmental Agro-support programs implemented in 2021
in Tavush marz are (Source: Report of the Government of Armenia, 2022)

e 1570 credit units — AMD 3.2 billion
e 4 haintensive orchards

e 2 smart cattle-breeding farms

e 44 agricultural machineries

o agri-food leasing for AMD 425 million
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e 467 procurement contracts
e 64 agriculture insurance contracts

The food processing industry is developed in Tavush marz. There are at least three big wine and
canned food processing factories, namely the Ijevan factory, Berdavan wineries, and the Tavush
branch of the Yerevan Brandy Factory. Aigedsor Ecogarden is specialized in fruit vodka
production.

Contracting relationships are established between producers and processors, mostly signed for 1
to 5 years. While the producers do not face difficulties in selling their produce (particularly grapes)
to processing factories the price they receive is not always satisfactory. No established price policy
is in place; all grape varieties are accepted under the same price.

The Green Village LLC is the only processing factory that buys most of the raw produce from
local producers and has a price differentiation policy based on the quality and variety of agri raw
produce. In addition to price policy, Green Village LLC follows and supports the process of
production, paying consistent visits to farm producers.

The marzpetaran representatives stated that the administration has rather a mediator and adviser
function than a controller function. It acts as a mediator between government, producers,
processors and other actors in the marz. Because of the lack of enforcement mechanisms and
controlling function, the efficiency of the efforts is in some cases low as farm producers decide
themselves to follow the advice of marzpetaran or not (e.g. the amount of fertilizer use).

The main problems that marz faces are:

e Based on the statements of farm producers, grapes orchards’ profitability is lower than
expected. The main reason mentioned is that grape vines have been planted more than 60
years ago and it is time to be stepwise rejuvenated.

e Other challenges exist as well. It is especially due to small land plots, low soil quality due
to the lack of knowledge and improper fertilization practices.

e Processors in their turn are not always satisfied with the quality and consistency of raw
agri produce.

e Agro insurance is still not widely used. The insurance type mainly used is insurance
against hail. The existence of a lower number of insurance contracts was explained by the
decreased hail frequency in recent years. Marzpetaran estimated the total area under
insurance about 40 ha.

e Cooperatives operate mainly under the management of one person, or for 2-3 farms. The
resource is not used properly, the existence of such cooperatives discredits the idea of
cooperation and farmers avoid membership.

However, the first good example of successful land consolidation initiatives undertaken by the
members of the “Verin Tsaghkashen” cooperative exists, they managed to organize land
consolidation of 48 individual landholders’ plots for potato production. Several good examples of
cooperatives that obtained modern machinery for joint use and service provision exist as well.
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5.1.2 SWOT ANALYSIS IN TAVUSH MARZ

TABLE 3 SWOT ANALYSIS IN TAVUSH MARZ (PRIMARY DATA)

Strengths

Long lasting culture of grape production

Unique valuable grape varieties and sorts

Existence of large forest area - wild collection experience and possibilities
Established culture of wide variety of fruits production

Unique taste of fruit and different berry sorts

Climatic conditions allow cultivation of unique subtropical crops: persimmon, olives,
pomegranate, and figs

Existence of big processing factories

Established relationships with processors based on contracting arrangements for grape
procure

Existence of production and agricultural cooperatives

Existence of several big greenhouses, which are a good example of successful
production for beginners

Existence of fruit solar driers

Weaknesses

Low soil quality (lack of nutrients)
Improper application of fertilizer

Lack of knowledge and soil analysis laboratories (the only one was just established in
Noyemberyan)

Lack of specialists interpret and to give advice based on lab results
No proper knowledge of producers on agronomy and animal husbandry
Lack of agricultural consultants, animal breeding specialists

Lack of specialists in the field of agricultural product processing specialist in:
winemaking, fruit vodka, milk technologists and canning technologists

High loses because of the limited of irrigation water

In pea production, filtration and packaging problems because of the lack of facilities
Refrigeration systems deficiency, lack of deepfreezing facilities

Bad roads

Lack of modern technology and methods

Low quality of milk

Already old grape vines

Quality certification, 1SO standards need

© “Shen” NGO
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e Not consistent quality of products, loss for processor
e Limited knowledge of possible export markets

¢ Not heated greenhouses

e Electrical fruit driers in addition to solar driers needed

e Storage, marketing, processing challenges

Opportunities

e Potential to increase export of processed food and wine

e Great potential for the production of figs for fresh consumption

e Expansion of subtropical plants plantations has perspective in the marz
e Export potential of fresh fruits

e Potential for legumes volume growt

e Beekeeping and all beekeeping products are promising industries for the region's
farmers, especially women and young people

Threats

e Environmental changes
e Bordering marz to Azerbaijan, risk of shooting and instability

e The main market for fresh fruit exports is Russia, fluctuations in the ruble have a big
impact on exports

e Political tentions, and possible changes

5.1.3 FOOD LOSSES AND ITS REASONS IN LEADING AGRICULTURAL VALUE CHAINS

In the beneficiary regions, the meetings were held with the target groups: marzpetaran,
farmers/producers, small milk and fruit and vegetable processors, cooperatives, intermediary
sellers, and agricultural inputs sellers.

During the focus group discussions, the main emphasis was put in identifying the reasons of food
losses in the main value chains in different stages of production.

Types of crop loss in production stage

Aged vineyards: 50% of the vineyards in the region are old orchards that need replanting and
renewal. Such orchards have already lost their productive yields. Today, the average yield of
vineyards is 10-13 t/ha, which has decreased by 25-30% of full potential. At the same cost of
cultivation and care, today farmers get less yield than possible.

Vineyards with mixed varieties: Vineyards are small, fragmented, have no homogeneous variety,
most of them have at least 2-3 varieties. In the case of such plantations, the risk of spreading the
infection is high due to the different maturity of the varieties, their different degrees of resistance
to diseases and pests. Grape grower farmers are forced to carry out more treatments. In the case of
such cultivation, the cost is at least 10% more, which can be considered a type of loss.
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Lack of machinery for intensive, densely planted orchards: The fragmentation of the land and the
location of the plots challenge the establishment of intensive orchards. The farmers face a problem
as the marz lacks appropriate equipment to care for densely planted lands. Private farms owning
small tractors without a trunk do not provide service. As a result, most of the work is performed
manually or with homemade devices. Such cultivation increases the cost by at least 20%, at the
same time increasing the required time and decreasing the efficiency and quality the work.

Lack of specialized equipment for cultivating vineyards and negative environmental impact: The
vineyards are fragmented and planted in an irregular pattern. 70% of the vineyards are cared for
by hand, as there is no appropriate equipment or service in the region. Particularly problematic are
dealing with the weeds and require a large number of treatments. Unable to implement the proper
farming techniques, large quantities of herbicides are used in orchards. Manual care costs are at
least 10% more.

Loss due to lack of irrigation water and irreqgular water management: Limited amount of irrigation
water results to crop yield loss:

— 20% for potatoes, vegetables
— 15% for orchards
— at least 20% for the vineyards, as most of the vineyards in the region are waterless.

In the areas where the vineyards are irrigated, the irrigation frequency depends on farmers, without
considering the accepted irrigation norms. There is no practice of using moisture meters. The
ubnormal irrigation practicies results to the indirect spread of diseases. Irregular irrigation/over
irrigation of orchards and vineyards results to the loss of water around 15%.

Poor quality of milk, milking:

— Poor quality milk, high-acidity raw material, which is sold at a low price

— Insufficient milking, cooling, transportation equipment

— Lack of knowledge

— Due to the low price of milk, low motivation to further improve production process

Medium and low-quality crop loss: Due to lack of knowledge, inappropriate agricultural
machinery, improper choice of varieties, small size, and diverse composition of the orchards, result
to a low-quality yield. 80% of the harvest from the home state orchards is not sold, it is used for
own consumption or is used as fodder.

Based on conducted individual survey results 78% of producers use overaged agricultural
technology in field crop production and 22% in horticulture, only 22% in horticulture and 12% in
field crop production use modern technologies. 56% of respondents combine some type of modern
technics and technologies in horticulture, and 10% in field crop production.

TABLE 4 USE OF MODERN AND TRADITIONAL TECHNOLOGIES (%) IN TAVUSH MARZ

Traditional Modern technologies Combine Both
Technologies

Horticulture 22% 22% 56%

Field Crops 78% 12% 10%

Source: Shen NGO survey, 2022
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Types of crop loss in Agro-inputs stage

Fertilizers and Pesticides:

— Due to the limited variety of pesticides availability, the same type of pesticides is used
over the time. As a result, the number of treatments is not controlled and has increased.
This is a serious problem from an ecological management and protection point of view.

— Fertilization is carried out mainly with nitrogen fertilizer provided with state support

— Regional shops selling agro-inputs are not interested in changing the assortment, they
make more profit from selling low-quality pesticides

— The quality, type and shelf life of pesticides sold in small doses are not controlled.

Lack of machinery spare parts for renovations and service units: Most spare parts are ordered
from abroad. There are many consolidated communities that do not have shops selling spare parts
for agricultural machinery and are forced to buy it in Yerevan. As a result, agricultural work is
delayed.

Poor quality and lack of beekeeping drugs, necessary substances:

— Due to the poor quality of medicines used in beekeeping, improper storage of
medicines, and sale of expired date of use drugs in the marz, at least 10-15% decrease
in the number of colonies per household each year.

— There is a large shortage of beekeepers. A large number of beekeepers in the region
need advice that will help improve the quality of their production.

Types of crop loss in harvest and postharvest handling stage

Complicated grape harvest: The fragmentation of the vineyards and the lack of workforce have
complicated the grape harvest in recent years. The cost of the harvest alone is 10% of the total
production cost. No appropriate equipment and machinery (grape harvest combine) are in place
for the automation of the harvest.

Long-term fruit storage refrigerators:

— Lack of refrigeration service providers

— Pineapple plantations are increasing. However, most farmers are unable to maintain
their harvest. They are force to sale to resellers, who keep and supply to big refrigerator
holders and supermarkets. As a result of such transaction, the producers lose at least
15% of the product value of the net income.

Lack of fruit storage, raw materials collection refrigeration units, and trucks: There is a great need
for small refrigerators, refrigeration machines for transportation of fruits. In the absence of such
possibilities the losses occur during the transportation from the processor to the procurer and
during the collection and storage of raw materials. These losses can reach up to 20%. In the case
of figs and cornel the loss is up to 30%.

The loss is increasing as well during the harvest. It is because of the lack of proper knowledge
about right harvest time identification. Based on conducted individual farmers survey results 67%
makes the harvesting decision by his own prediction, 10% based on accepted traditional ways, 3%
uses other ways, and only 10% consult the specialist about the decision of a right harvest time.
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TABLE 5 HARVESTING DECISION IN TAVUSH MARZ

Harvesting Decision Making is Based on

Ripeness on own Traditional Way  Ask Advice of Other

opinion Used by the the Specialist
Elderly
Percentage 67% 10% 10% 3%

Source: Shen NGO survey, 2022

Post-harvest Handling: As Table 6. shows that there is a lack of knowledge in respect to post
harvest handling. 71% of respondents do not do pre cooling, 22% do not do cleaning before
storing. 22% of existing storages are not equipped with appropriate facilities.

TABLE 6 POST-HARVEST HANDLING (%) IN TAVUSH MARZ

Conducting Post Harvest Handling

Pre Cooling Cleaning Sorting Appropriate Storage
Yes No Yes No Yes No Yes No
29% 71% 78% 22% 98% 2% 78% 22%

Source: Shen NGO survey, 2022

FIGURE 2 PRODUCT AVERAGE LOSSES DURING HARVEST IN TAVUSH

18.0%
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Fruit mVegetables = Cereal = Other
Source: Shen NGO survey, 2022
The average loss during harvest (see Figure 2) is as follows: in case of fruits -15.7%; in case of
vegetables - 16.6%; in case of cereal - 16.0%; other products - 13.0%.

FIGURE 3 PRODUCT AVERAGE LOSSES DURING TRANSPORTATION IN TAVUSH MARZ
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The average loss during transportation (see Figure 3) is: in case of fruits - 5.2%; in case of
vegetables - 11.0%; in case of cereals - 10.0%; other products - 8.0%

The main reasons for the lose during transportation are recorded in

TABLE 7 REASONS OF FOOD LOSE DURING TRANSPORTATION (%) IN TAVUSH MARZ

Reasons
Not Appropriate Bad Roads Distance to Market Other
Transportation
33% 20% 44% 3%

Source: Shen NGO survey, 2022

FIGURE 4 PRODUCT AVERAGE LOSSES DURING SORTING IN TAVUSH MARZ

14.00%
12.00%
10.00%
8.00%
6.00%
4.00%

2.00%

0.00%

m Fruit = Vegetables = Cereal = Other

Source: Shen NGO survey, 2022

The average loss during sorting (see Figure 4.) is: in case of fruits - 8.5%; in case of vegetables -
9.3%; in case of cereal - 11.0%; other products - 10.3%.

FIGURE 5 PRODUCT AVERAGE LOSSES DURING STORAGE IN TAVUSH MARZ
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The average loss during storage (see Figure 5.) is: in case of fruits - 18.3%; in case of vegetables
- 14.1%; in case of cereal - 4.9%; other products - 10.1%.

Based on conducted individual survey results the the importance of agricultural insurance is
aknolaged. 44% of respondants had early spring frostbite insurance package, and 46% of
respondents had hail insurance package. However, there is a need for further awareness raising
and introducing drought insurance packages.

TABLE 8 IMPORTANCE OF AGRICULTURAL INSURANCE IN TAVUSH MARZ

Three main weather related damages

Early Spring Frostbite Hail Drought
44% 46% - %

Source: Shen NGO survey, 2022

Types of crop loss in processing stage

Based on group discussions and individual producers interviews the main loses are recorded
because of following reasons:

Raw material quality and varietal composition:

— Thediversity of varieties produced on small farms. This creates problem for processors.
In order to obtain a large amount of raw material of the same variety the processors are
forced to buy bigger quantities of raw materials and then to sort it. In this case, there is
a loss of at least 10% which is a high percentage of lose for processing.

— Procurement is carried out on unsorted fruits. Farmers do not sort the raw materials
before selling to processors. If sorted, the processor is ready to pay a higher price. In
order to obtain a required quality raw material, the processors are forced to buy it from
resellers. The resellers are paid at least 15% more, which is also considered a loss.

Processing of raw materials obtained from wild gathering: The raw materials from the wild
collection are obtained from a single procurer, collecting the raw materials for several days from
several forests. The product is stored without proper cooling conditions, losing its freshness. The

40

© “Shen” NGO



damage is especially significant in the case of raspberries, cornel, greens, and figs. The loss in the
case of greens can reach up to 20%, and in the case of berries and fruits up to 15%.

Types of crop loss in export stage

Peach export-related problems: There are more than 400 hectares of peach orchards in the marz.
This fruit is exported by only one exporter. The owners of the orchards suffer from the following
problems

— Low purchase price
— Late procurement starts resulting to fruit overriping

— Very strict sorting and buying only best quality fruits, the rest of the fruits is sold with
great difficulty in the local market

— Procurement volumes are reduced every year

A small number of exporters from the region: There are very few exporters in the region or they
specialize in the export of figs only. There is a need to support small local exporters who can
procure and export in small quantities. No such support for small start-ups is in place.

Lack of collection points: There are no procurement stations in the region, in the concolidated
communities. Procurement requires great efforts and additional costs from small farms. Many
procurers seek to work only with large producers and extensive orchards that can provide bigger
quentities.

Difficulty cooperating with the chamber of commerce: The processors find it difficult to cooperate
with the chamber of commerce and industry for selling and exporting their processed food as the
latter sets and requires a high threshold of turnover, and supports only member processors.

Types of crop loss due to the lack of specialised workforce and agricultural consultants

Mechanizers: Most of the farmers who provide agri equipment services in the region are self-
educated. There is a need for mechanization specialists to repair the equipment in addition to the
service provision.

Agronomist, fruit grower, vinegrower:

— There is a lack of agricultural specialists in all villages of the region, vinegrowers, fruit
growers, and plant protecttion.

— Lack of professional knowledge and absence of consultants results to the rejection of
the introduction of new crops by the farmers.

— Cultivation costs double due to incorrect, incomplete consultancy Farmers get a low-
quality crop.
— There is a particularly high demand for fruit growers.
Lack of specialized workforce: There are very few groups of skilled workers in the region. The
work requiring professional skills is carried out in a non-professional manner, with extra resources,

finances and time spent. There is a great demand for specialized groups of workers for sorting,
pruning, etc.
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Lack of veterinarians, stockbreeders:

— There is a need for poultry and rabbit breeding specialists

— There is a lack of confidence in the knowledge of veterinarians, especially in the
professional knowledge of artificial insemination.

Lack of postharvest handling specialists: There is a lack of specialists in the operation of
refrigeration facilities and storages. The lack of specialists leads to the sales of crops at a low price
from the field.

Specialists in the field of processing:

— Technologist in the field of winemaking, fruit vodka making
— There is a demand for dairy production technologists
— There is a demand for canning technologists

5.2  RESULTS OF LORI MARZ

5.2.1 RESULTS OF Focus GROUP DISRUPTIONS IN TAVUSH MARZ

Based on the statements of the Marzpetaran representatives, Lori marz is unique and has a great
potential for fodder production. Animal husbandry and the milk-processing industry are seen as
other branches with the potential for development.

Lori marz is unique with its relatively humid climate. Lori and Tavush marzes are considered to
be the wettest marzes in Armenia. Atmospheric precipitation is 600-700 mm annually. The climate
in the foothills is subtropical. Moderately hot and dry summers and mild winters are typical. Such
climatic conditions allow for the cultivation of subtropical crops in some settlements of the region:
pineapple, fig, pomegranate, and olive.

The producers in the marz make intensive use of several agricultural development governmental
support programs. The Governmental Agro-support programs implemented in 2021 in Lori marz
are (Source: Report of the Government of Armenia, 2022)

e 1853 credit units — AMD 3.8 billion

e 3 haintensive orchards

e 1 smart cattle-breedind farm

e 288 had large cattle animals

e 43 agricultural machineries

e agri-food leasing for AMD 73 million
e 46 procurement contracts

e 1482 agriculture insurance contracts

There is great potential and practice for the cultivation of cereals and legumes - beans, peas, green
peas.

As the lands in the region are very fragmented, the aim here is to develop high-value agriculture -
non-traditional vegetable cultivation, and non-traditional berry cultivation. Gathering wild greens,
mushrooms, wild fruits, berries, rosehips, walnuts have great development potential in the region.
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Wildlife gathering is carried out by groups of individuals. There are more than a dozen tea factories
operating in the region, which produce fruit and herbal teas.

The beekeeping industry is well developed in the marz. According to the regional administration,
there is no problem with consuming honey products in the region. There are 3-4 companies
engaged in organic beekeeping and the production of organic tea in the region, which produce
products in accordance with EU standards. The region used to have great potential for the Ayrum
cannery, which procured from the Lori and Tavush regions. Currently, the processing plant is not
operating, which has a negative impact, especially on the development of fruit growing.

The Vanadzor branch of the Armenian National Agrarian University has been open since 1
September 2005. 43 out of 72 specialists teaching at the branch have scientific degrees, are authors
of books and scientific works. 7 doctors, 36 candidates of sciences are teaching here. Ongoing
work is being done in direction of lecturers’ training. The branch effectively collaborates with
Department of Agriculture and Nature Protection of provincial administration of Lori and Marz
communities, assists rural communities and farmers in the process of training specialists in various
fields of agriculture. Today, many of the graduates of the branch work in different organizations
in the communities of the northern region of the Republic of Armenia. The Vanadzor branch of
ANAU also has an innovative Knowledge Hub, which is a motivating factor in the process of
attracting students. About 290 students study in the part-time bachelor’s program, and 15 students
study in the vocational education program.

It has a great potential for development in the region in terms of ecotourism. The presence of health
resorts has a great impact on the development of this tourism sector. In recent years, large flows
of domestic tourism have been observed in Stepanavan and nearby villages. Along with the activity
of tourists, it stimulates the development of lodges, small guest houses, small service units“.

The main problems that the marz faces are:

e The marzpetaran representatives stated to have rather a mediator and adviser function than
a controller function. In addition, the number of limited staff members and the closing of
the ASMC were mentioned as challenges.

e Problems related to soil quality and nutrition control. The Rural Services Monitoring
Department conducts soil analysis and mapping every 4-5 years. However, the results are
not implemented and used by communities. The lack of proper knowledge of soil
fertilization as well exists.

e The lack of a proper irrigation network.

e Qutdated farm machinery and other technologies combined with the lack of agronomists
were named as causes of farm low productivity and high loses during harvest.

e The main difficulties named in animal breeding is the lack of animal breeding specialists
in the marz. The high cost of animal feed especially during the last two years and the low
milk price are other named difficulties.

e There is a need for a coordinated milk collection point establishment, especially for the
milk produced by the cooperatives.

14 https://anau.am/en/education/educational-branches/vanadzor-branch/
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With respect to the use of agricultural insurance government support programs, there is a
need for intensive awareness-raising activities.

5.2.2 SWOT ANALIYSIS IN LORI MARZ

TABLE 9 SWOT ANALYSIS IN LORI MARZ (PRIMARY DATA)

Strengths

Import initiatives of high quality seeds

Existence of high productivity breeds of cattle

Existence of solar energy production facilities

Existence of large forest area - wild collection experience and possibilities
Established culture of variety of fruits production. The cultivation of different varieties
of peaches is especially important.

Some settlements of the region allow to cultivate subtropical fruits: persimmon, fig,
pomegranate

Unique taste of fruit and different berry sorts

The climatic conditions in some regions of the marz allow to be engaged in fodder
production.

Payable service for soil analysis laboratory (in VVanadsor agricollege), which provides a
cheap service

Nature allows to develop beekeeping and get quality honey. There is an association of
beekeepers in the region, which has about 100 members

Existence of processing factories

Existence of production and agricultural cooperatives

Existence of greenhouses

Existence of fruit solar driers

Existence of cattle smart barns

Existence of dried fruit producers

Export experience of processed food to Russia and USA

Existence of Armenian diaspora, familiarity with Armenian food

The presence of cultural monuments ensures a certain flow of tourists in the region

Weaknesses

Low soil quality (lack of nutrients)

Limited irrigation water possibilities

Lack of specialists to interpret and give advice based on lab results for soil analysis
No proper knowledge of animal husbandry, it is done on an amateur level, many farms
are decades behind modern livestock production

Lack of animal breeding specialists

There is distrust towards some veterinarians, as a result of which the farmers try to
solve the problems on their own and there is a loss of livestock.

Sharp decline of pasture and grassland soil quality, which is a result of incorrect
cultivation of grasslands, irregular grazing of pastures

Lack of agricultural specialists, agronomists, plant protectors, fruit growers

Due to the limited variety of medicines available in the region, the same medicines are
used all the time. As a result, the fight is not complete and the number of units of
medicines applied per unit area has increased. This is a big problem from an ecological
point of view
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e Limited access to farms in remote pastures for collection milk

e Low quality of milk, it is the result of lack of knowledge, equipment, mixing of milk of
different quality

¢ Due to the limited number of combine harvesters, the harvest is delayed and most of
the overripe cereal is dumped during the harvest

e Lack of contracting arrangements between supplier/farmers and procurers-processors,
exporters

e Certification and 1SO standards implementation needs

e Not consistent quality of products, loss for processor

o Limited knowledge of possible export markets

Opportunities

e Potential to increase export of processed food

e Potential for milk processing industry development

¢ Implementation of cooling facilities for milk will save quite a lot of milk quantity for
processing

Potential of huge forage/feeding production

Export potential

Great potential for agro-tourism, ecotourism development

Opportunity to expand the production of wild fruits and teas

Treats

e Environmental changes™ especially drought and hail
¢ Not being protected from natural disasters, especially for wild harvested products
e Political tensions and possible changes

5.2.3 FOOD LOSSES AND ITS REASONS IN LEADING AGRICULTURAL VALUE CHAINS

In the beneficiary regions, the meetings were held with the target groups: marzpetaran,
farmers/producers, small milk and fruit and vegetable processors, cooperatives, intermediary
sellers, agro-input sellers. During the focus group discussions, the main emphasis was placed on
discussing the reasons for "bringing out the food losses in the main value chains of rural food
production in the region™. The loss of food at different levels of the value chain demonstrated
below.

Types of crop loss in production stage

Cereal loss due to poor quality seed application is up to 10%, the reasons are:

— Pre-sowing purification of seeds is not carried out due to the lack of cereal seed
purification equipment. The consolidated communities, uniting more than 10 villages,
have no single seed purification device. As a result, more than 80% of cereal fields are
contaminated with weeds.

— The weeds hamper the growth of some cereal plans, leading to the decrease of yields
by 10% and more.

Loss of potato crop due to poor guality planting material

— There is no potato production in the marz, the potatoe are imported from Shirak region.
No quality control and guarantees of compliance with the variety of planting materials
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are in place. Often the real yield does not match the description of the yield of the seller.
Loss of at least 10-15% of the crop due to poor quality seeds.

— Many potato-growing farms use planting materials of 3, 4, or even 5 reproductions.
The latter can not ensure quality and high yield. The poor-quality rootstock can result
in a minimum of 25% of yield loss.

Loss due to worn-out, non-modern agricultural machinery:

— There are very few cereal seeders in the marz, and only a few potato seeders, resulting
to the deviation of the sowing period and quality which creates up to 20% of the loss.

— Combines are few, old, and worn out. Following the harvest, the cereal fields sprout
looks like sown again. Yield loss amounts to more than 10%.

— Loss of grass is due to lack of specialized equipment, and mowers. The grass is
harvested in an overripe state, with almost no calories and crumbling during pruning.
Loss makes more than 30%.

— There is no machinery in the region to function in intensive dense plantations and berry
fields. The majority of the work is performed manually or is not performed at all,
resulting to the spread of diseases. Yield loss is more than 15%.

Loss due to improper agricultural machinery application: Crop rotation is not applied, resulting
to the decrease of the cereal and potato fields yields by up to 15%.

Loss due to lack of irrigation and irreqular water management:

— Lack of irrigation water results in 10-15% loss of cereal crops, legumes

— lrrigation of vegetables, orchards and vineyards is carried out without accepted
irrigation norms, at the disicion of the farmer. There is no practice of using moisture
meters. Irregular irrigation results to the indirect spread of diseases. Irregular irrigation
results as well to 20-25% water loss in orchards and up to 15% loss in potato fields.

Loss of grass due to misuse of pastures: Pasture degradation is especially evident in pastures
located near villages. 30% of such pastures are degraded, devoided of vegetation. Irregular
intensive grazing and the improper grazing timing leads to 30-40% loss of potential pasture
productivity, damaging and preventing grass growth.

Loss of grass due to misuse of grasslands

— Following the privatization, the hayfields have been exploited for many years without
restoration or improvement measures in place. Today, more than half of the grasslands
have lost more than 60% of their productivity (Tashir region). In the past, 1 hectare
used to produce at least 200 bales of grass, but now it produces only 60 bales.

— At least 30% loss in the grass/feeding calories. Previously, the grass was variety and
had high nutritional values, but now the bales are made of only one-year-of old grass.
With the same amount of fodder, the results for 1 hectare are 30% less.

Low milk and meat production: The presence of crossbreed cattle of local variety is a big problem
in the region. There are villages, even consolidated communities, where no renewal of the breed
composition of the cattle has taken place in the last 10 years. The cost of care and feed for such
livestock is the same, but the productivity is at least 30-40% less.

Low-quality milk, not proper milking:
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— Part of the produced milk, around 15-30% is procured at a low price due to improper
milking, and the failure to keep mechanical or sanitation norms hinders negatively
impacts the quality of milk.

— Due to the incorrect application and lack of tools needed for milking, the high-quality
milk is mixed with the poor quality milk, resulting in a decrease of milk quality. This
is especially true when collecting milk located far from the collection sites.

Medium and low-quality crop loss:

— Due to lack of knowledge, inproper agricultural machinery, improper choice of
varieties, small size, and diverse composition of the orchards, the crop yields have low-
quality. 80% of the harvest from the personal homstate orchards is not sold, it is used
for own needs or is used as fodder.

— Cultivation of apple old varieties that are not in demand in the market, and need to be
processed, however there is a lack of processing plants in the region. Thus, the crop
suitable for processing is completely rejected.

Based on conducted individual survey results 64% of producers use overaged agricultural
technology in horticulturae and 36% in field crop production, only 12% in field crop production
and 8% in f horticulture use modern technologies. 52% of respondents combine some type of
modern technics and technologies in field crop production, and 28% in horticulture.

TABLE 10 USE OF MODERN AND TRADITIONAL TECHNOLOGIES (%) IN LORI MARZ

Traditional Modern technologies Combine Both
Technologies
Horticulture 64% 8% 28%
Field Crops 36% 12% 52%

Source: Shen NGO survey, 2022

Types of crop loss in Agro-inputs stage

Lack of spare parts:

— Many agricultural works are delayed due to the wear and tear of agricultural machinery,
lack of spare parts and time spent on repairing.

— Itisdifficult to buy spare parts for worn-out equipment, most of which are not produced
and are often replaced with used ones. The given issues hinder the timely and quality
implementation of the works.

Low-quality fertilizers and agrochemicals:

— The application of agrochemicals is not a common practice in the marz, the control
means are used only after a problem arises. The main danger is the intensive use of
insecticides, which negatively affect the number of beehaves.

— Due to lack of specialised advice, farmers buy medicines that are available in the region
or use the advice of a seller of medicines.

— Only unilateral nitrogen fertilizer is used, most of which is obtained under state support
programs. There is almost no use of complex fertilizers, as a result of which the quality
and quantity of the crop are very low.

Poor quality and lack of beekeeping drugs, necessary substances: In Lori and Tavush marzes. Due
to poor quality, damp, wood-soaked hives, beehaves suffer from rot, which is incurable for bees.
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Bees feed with low-quality sugar, which sharply lowers their immunity, the bee ages twice as fast.
Such a bee family does not manage to lay enough eggs and dies. Due to the wrong food base, there
is a mass loss of bee colonies in all regions. Disappointed with the quality of the medicines,
beekeepers began using antibiotics designed for humans in the early spring, which drop the bee's
immunity and are accumulated in the honey. Regular use of antibiotics reduces the productivity of
honey from one bee family by more than 10%.

Types of crop loss in harvest and postharvest handling stage

Significant cereal crop loss reasons during harvest:

— Depreciation of cereal harvesting machines/combine harvesters. The wear and tear of the
equipment impede the quality of the harvest. There are so many accidents at work that the
harvest is delayed. 20% more cereal is spilled during harvest.

— Due to the limited number of combine harvesters, the harvest is delayed and most of the
overripe cereal is dumped during the harvest.

— Lack of harvesting machines for spelt, corn, lentils, beans, alfalfa seeds, and other
widespread crops. Harvesting is done with cereal combines which spill 25% of the crop.
As a result, they refuse further cultivation

Milk storage: 80-100% of the whole milk batch is not sold due to a lack of milk collection units
in distant pastures, lack of refrigerators necessary for milk collection or storage, or refrigeration
trucks. This milk is often used to make medium or low-quality cheese, which is later sold at almost
self-cost. As production requirements are not met, such products are sold only in local markets or
exchanged for natural products. This issue is urgent for all regions.

Lack of fruit and berry storage refrigerators: The gradual harvesting of fruits and berries
complicates fruit preservation issues. The daily batch can not be taken to the processor, and in the
absence of the necessary storage conditions, it becomes acidified. There are no small refrigerated
storage units for fruit in the region, where it will be possible to collect and store the crop safely.
Due to this problem, 20% and more of the harvested berries, rosehips, white cherries, figs are
damaged.

Wild harvest crop loss during the transportation: For processors, wild pickers have a loss during
the transportation of the harvest, especially polygonatum, hornbeam, chervil, asparagus greens.
When being transported without refrigeration, these products lose weight and appearance by up to
30%. This indicator was given by a processor who is interested in purchasing better-quality raw
materials. According to the processor, during the processing of half-faded greens, spoilage occurs
in the production process. There is a need for a service of small refrigeration trucks. Based on
conducted individual farmers survey results 56% makes the harvesting decision by his own
prediction, 26% based on accepted traditional ways, 4% uses other ways, and only 16% consult
the specialist about the decision of a right harvest time.

TABLE 11 HARVESTING DECISION IN LORI MARZ

Harvesting Decision Making is Based on

Ripeness on own Traditional Way  Ask Advice of Other
opinion Used by the the Specialist
Elderly
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Percentage 56% 26% 16% 4%
Source: Shen NGO survey, 2022

Post-harvest Handling: As Tabele 12.shows that there is a lack of knowledge in respect to post
harvest handling. 46% of respondents do not do pre cooling, 14% do not do cleaning before
storing. 68% of existing storages are not equipped with appropriate facilities.

TABLE 12 POST-HARVEST HANDLING (%) IN LORI MARZ

Conducting Post Harvest Handling

Pre Cooling Cleaning Sorting Appropriate Storage
Yes No Yes No Yes No Yes No
54% 46% 86% 14% 96% 4% 32% 68%

Source: Shen NGO survey, 2022

FIGURE 6 PRODUCT AVERAGE LOSSES DURING HARVEST IN LORI MARZ
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Source: Shen NGO survey, 2022

The average loss during harvest (see Figure 6.) is as follows: in case of fruits - 16.6%; in case of
vegetables - 14.6%; in case of cereal - 11.2%; other products - 11.6%.

FIGURE 7 PRODUCT AVERAGE LOSSES DURING TRANSPORTATION IN LORI MARZ
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The average loss during transportation (see Figure 7.) is: in case of fruits - 6.8%; in case of
vegetables - 5.8%; in case of cereal - 3.4%; other products - 4.0%.

The main reasons for the lose during transportation are recorded in Table 13.

TABLE 13 REASONS OF FOOD LOSE DURING TRANSPORTATION (%0) IN LORI MARZ

Reasons
Not Appropriate Bad Roads Distance to Market Other
Transportation
46% 31% 19% 4%

Source: Shen NGO survey, 2022

FIGURE 8 PRODUCT AVERAGE LOSSES DURING SORTING IN LORI MARZ
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Source: Shen NGO survey, 2022

The average loss during sorting (see Figure 8.) is: in case of fruits - 6.0%; in case of vegetables -

4.8%; in case of cereal - 3.3%; other products - 2.3%.

FIGURE 9 PRODUCT AVERAGE LOSSES DURING STORAGE IN LORI MARZ
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Source: Shen NGO survey, 2022
The average loss during storage (see Figure 9.) is: in case of fruits - 9.6%; in case of vegetables -
10.1%; in case of cereal - 4.5%; other products - 5.1%.

Based on conducted individual survey results the the importance of agricultural insurance is
aknolaged. 12% of respondants had early spring frostbite insurance package, 23% of respondents
had hail insurance package and 15% of respondents had drought insurance packages.

TABLE 14 IMPORTANCE OF AGRICULTURAL INSURANCE IN LORI MARZ

Three main weather related damages

Early Spring Frostbite Hail Drought
12% 23% 15%
Source: Shen NGO survey, 2022

Types of crop loss in processing stage

Lack of fruit storage refrigeration units for processing or long-term storage: Availability of
modern refrigeration facilities providing storage service. Large, well-maintained private farms do
not provide services for small farms.

Limited milk collection volumes due to the wear of the small to medium-sized production
facilities equipment:

— Small/medium volume dairy procurement units/equipment operating in the region do
not allow for more procurement. These manufacturers need to be refurnished.

— In villages with a small number of livestock or small livestock farms, procurement is
delayed or non-existent, and milk is often spoiled. There is a need to set up small
refrigerated milk storage units.

Types of crop loss in export stage

Export of subtropical fruits:

— In the past, Spayka Company exported large quantities of peaches. Later, the peach
orchards grew old, which fell, and the exporters gradually left the region. There is a
need to establish new orchards and choose the proper varieties.
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— During the export of figs, problems of varietal composition and sorting arise. There is
a need to create sorting and refrigeration units.

Fruit export: Historically, Armenia exported mainly apricot, apples, peaches, plums, grapes. In
2018 about 7.2 thousand tons of apricots (about USD 5mln), 5.4 thousand tons of peaches (about
USD 3.3mlin), 1.6 thousand tons of plums (about USD 0.8mlIn) were exported from Armenia.
Russia is the main destination for Armenian fruit exports.

The export potential of Fruits VC is labeled high for Tavush marz with its exportable fruits’
varieties and volume, while Shirak and Lori do not have “exportable” fruits (fruits are mainly
grown in backyards in comparatively small volumes).

Berries export: Armenia provides a wide variety of herbs, both wild and cultivated, including
“ecologically clean” herbs from the forests and mountains. Herbal teas represent a product group
with gradual growth. Russia has been the key market for the exportation of herbs so far. According
to expert opinions, there is a potential for exporting herbs from Armenia to the EU market, in case
of satisfying regulation standards on quality and safety.

On the other side, export statistics of “Plants and parts used for primarily in perfumery, pharmacy
or for insecticidal, fungicidal purposes” demonstrated fluctuating nature during 2014-2018. In
2018 exports from Armenia amounted to 642,000 USD (about 475 tons) the highest level since
2014. About 80% of these plants were exported to Iran, France, and the USA. It is noteworthy,
that the export increase in monetary terms surpasses the volume in physical terms significantly.
This indicates a move towards high-value products.

Types of crop loss in workforce and specialists’ stage

Lack of agronomists, consultants:

— There is a shortage of agronomists in all villages of the region.

— Lack of professional knowledge and absence of consultants hamper the introduction of
new crops by the farmers; they refuse to cultivate high-value crops without finding a
solution to the problems encountered during cultivation.

— Cultivation costs double due to incorrect, incomplete consultation. They get a low-
quality crop

— There is a particularly high demand for fruit growers

— There is a demand for dairy technologists in the region

— Canning plants need fruit and canning technologists

Lack of specialized workforce: There are very few groups of skilled workers in the region. Some
groups work with exporters sorting the potatoes for export. The work requiring professional skills
is carried out in a non-professional manner, requiring more resources, money, and time to be spent.
There is a great demand for specialized groups of workers: sorting, pruning, etc.

Lack of veterinarians, stockbreeders:

— There is a need for poultry and rabbit breeding specialists
— There is a lack of confidence in the knowledge of veterinarians, especially in the
professional knowledge of artificial insemination.

Lack of postharvest handling specialists: There is a great need for specialists in the operation of
refrigeration facilities and storage in the marz. The lack of consultation and specialists lead to the
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sales of crops at a low price from the field. The extra profit that can be obtained when having
storage capacities is not received by the farmer today.

5.3 RESULTS OF SHIRAK MARZ

5.3.1 RESULTS OF Focus GROUP DISCUSSIONS

Based on the statements of the Local government office (Marzpetaran) representatives, the
location, relief, and climatic conditions of the Shirak marz allow for the production of a wide range
of agricultural products. The marz has the potential for intensive horticulture development and an
increase in the number of greenhouses for vegetables, flowers, and forage production.

The producers in the marz make intensive use of several agricultural development governmental
support programs. The Governmental Agro-Support Programs implemented in 2021 in Shirak
marz are (Source: Report of the Government of Armenia, 2022):

e 2459 credit units — AMD 5.8 billion

e 1 smart cattle-breeding farm

e 14 had small cattle animals

e 58 agricultural machineries

e agri-food leasing for AMD 246 million
e 331 procurement contracts

e 981 agriculture insurance contracts

The unique scientific-research center, operating in Armenia, the Gyumri Breeding Sation, is
located in Shirak marz. The resources, gene pool, and expertise of this scientific research and
experimental unit make a strong foundation and a favorable environment for the development of
the cereals, legumes, and seed industry. Shirak marz can become one of the centers of cereal
production in Armenia. Currently, seed breeding farms operate in the region, and in case of
relevant support they can be strengthened and the quality of seed breeding can be improved.

More than two dozen private businessmen, operating in the marz, are engaged in the import of
Super Elite and Elite cereal seeds from Russia, Ukraine, and Belarus.

Shirak marz is one of the leading marz engaged in potato cultivation in Armenia. About a dozen
specialized farms import super-elite, elite potato rootstock from the Netherlands, Germany, and
Scotland. Some of them carry out secondary seed cultivation on their own or leased lands,
receiving and selling F1, and F2. Shirak marz is considered to be the main supplier of potato
rootstock for the Armavir, Gegharkunik, Aragatsotn, and Ararat regions.

Greenhouses have been established in Shirak with about 10 hectares of hydroponic systems
equipped with modern equipment, specialized in strawberry and flower production. Most of the
products are exported to Russia and the United Arab Emirates. With the co-financing of state
support programs, about a dozen Smart Farms have been established in the marz, serving as
demonstration farms to present the latest technologies in the livestock sector.

The marz has a perspective on cultural and touristic development, with agrotourism and cultural
tourism actively evolving in recent years.

The main problems the marz faces are:
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The marz is very large and scattered, it has its specific problems requiring comprehensive
solutions, but the latter are implemented point by point due to the lack of resources, thus
they are not effective.

In addition to the positive dynamics resulting from the consolidation of communities, there
are problems with no toolkit to address. Large communities formed by the unification of
more than a dozen villages face issues regarding the management and rational distribution
of resources.

The lack of irrigation water, and the need for the water reservoirs renovation.

Low soil quality, unilateral soil fertilization mostly only with nitrogen. Need for a soil
quality control system, soil laboratory testing, and follow-up process.

Decreased land quality, and reckless exploitation of community-owned land resources,
particularly pastures.

Old/outdated agro machinery, combine harvesters, cereal sowers.

Environmental changes that cause droughts. Drought insurance should be introduced
shortly.

Great need for agricultural consulting, and agricultural specialists. The incomplete
activities of the former ASMC (Agricultural Support Marz Center) have further frustrated
farmers in receiving quality professional advice.

Irrational use of cooperative resources. Wrongly established cooperatives, especially
pasture users' cooperatives, most of which do not operate or are solely managed.
Especially for fruits and vegetables postharvest, the lack of proper handling, appropriate
storage, and cold storage facilities. Marketing and sale challenges and the missing link
between producers and processors are other difficulties.

5.3.2 SWOT ANALYSIS IN SHIRAK MARZ

TABLE 15 SWOT ANALYSIS IN SHIRAK MARZ (PRIMARY DATA)

Strengths
e Potential of high yielding wheat seed production
e Potential of to cultivate large volumes of root-crops and years of experience.
e Import initiatives of high quality potato seeds

Potential of legume and wheat production

Potential of forage production

Existence of Gyumri Selection Centre as a selection and seed breeding station.
Existence of production and agricultural cooperatives

Over time, a crop of berries and some fruits has developed, export to Russia
Export experience of potato to Georgia

Weaknesses
e Low soil quality in arable lands, in pastures (lack of nutrients)
e Limited irrigation water possibilities
e Lack of specialists to interpret and give advice based on lab results for soil analysis.
e Lack of agricultural specialist in the settlements and consolidated consultants,

specialists
Lack of agricultural consulting services in plant production, veterinary, plant
production
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e Over-worn agricultural machinery, especially combine harvesters, cereal sowers.
Lack of knowledge about carrots, beet sorting, storage, lack of refrigeration facilities
for storage of such crops
Limited number of modern technology and methods implemented in the marz.
Certification and ISO standards implementation need
Not consistent quality of products, loss for processor
Limited knowledge of possible export markets

e Absence of potato processing enterprises
Opportunities

e Potential to increase sale in the local market for the processed potato™ potato flour,
chips, semi-finished product for fries

e Proper use of the resource of Gyumri Selection Centre to increase the seed production
of locally valuable varieties of wheat, barley, lentils, peas

e Large areas of land resources, arable lands, which, if properly cultivated, can yield
large volumes of products

e Potential to increase export of processed food

Threats

e Environmental changes especially drought and hail for cereals
e The uncontrollable state of pesticide residues in the case of potatoes
e Political changes

5.3.3 FOOD LOSSES AND ITS REASONS IN LEADING AGRICULTURAL VALUE CHAINS

In the beneficiary regions, the meetings were held with the target groups: marzpetaran,
farmers/producers, small milk and fruit and vegetable processors, cooperatives, intermediary
sellers, and agricultural inputs sellers. During the focus group discussions, the main emphasis was
placed on discussing the reasons for "bringing out the food losses in the main value chains of rural
food production in the region”. The table highlights the reasons for the loss of food at different
levels of the value chain.

Types of crop loss in production stage

Up to 10-14% cereal loss due to the use of poor-quality seeds:

— The application of unconditioned seeds (low germination, low pureness) resulted in the
violation of the sowing norms, with at least 20% more seeds being used for 1 ha of
sowing.

— Almost no or partial pre-sowing seed filtration and disinfection take place. As a result,
part of the seeds is damaged by soil pests and the growth of the other part is hindered
by the weeds. The weeds cause the fall of cereal yields by 5-7%.

Loss of potato vields due to poor quality rootstock:

— Many potato-growing farms use rootstock of 3, 4, or even 5 reproductions. The latter
can not ensure quality and high yield. The poor-quality rootstock can result in a
minimum of 20% vyield loss.

— 30% of small and medium farms use mixed seeds, there are at least 3 varieties of
potatoes on the same plantation, thus:

e tubers of different maturity levels are harvested, resulting in losses during the

storage;
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e outbreaks of diseases occur due to different varieties, frequent treatment is
needed, due to which the cost price increases
Pre-sowing disinfection of tubers is carried out only on large farms for seed sowing.
Very often the sowing is done with infected tubers, and such plantings can not provide
a full harvest.

Loss due to the application of worn-out, outdated agricultural machinery:

A few potato seeders are available in the marz, the consolidated communities uniting
8-10 villages own 2 seeding machines. Sowing is performed by hand-made machinery
or manually, resulting in a number of agro-technical violations: uneven germination of
the field, irregular watering of the territory, loss of plants during the banking-up,
damage of the crop stolons, creation of the diseases and outbreaks spread foci.

The number of cereal sowers is low, 30% of spring and autumn sowing is performed
at the inappropriate time.

e Spring sowing is delayed and the abrupt changes in weather hamper the timely
germination of the plant and the formation of a full pruning node. And in the
case of autumn sowings, warning against the sowing delay, they sow early,
causing the damage to the sowings by the winter cold.

e As a result of sowing low-quality cereal, most of the seed remains on the
surface of the soil and is destroyed by birds. In the case of deep sowing, the
process of uniform germination of the fields is disturbed, a part of the crop is
damaged. All this is the result of the use of worn, old seeders.

There is no machinery in the region for sowing corn, legumes, or perennial herbs. The
above-mentioned plants are sown with worn-out cereal seeders, as a result of which
they spend 20-25% more seeds, having low-quality sowing. Many have given up
cultivating corn for this reason.

Beetroot and carrot seeders are missing in the region, and a few units of existing
equipment are at least 40 years old. When sowing these crops, there is at least 20%
seed loss with higher sowing norms applied. And later at least 2 dilutions are carried
out, additional costs are incurred.

Loss due to the improper agricultural machinery application:

Crop rotation is not applied, as a result of which the yield is low in cereal and potato
fields.

No proper agricultural machinery is being exploited in cereal fields, weed control is
organized only in seed-growing fields. 5-7% of the crop is lost due to weeds.

The improper sowing dates of cereals account for the 10% loss of the crop due to
unfavourable climatic conditions in winter and early spring.

The yield of cereal crops and potatoes has decreased significantly not only in the years
following the privatization but also in the last 5-6 years. The sharp decline in yield is
conditioned by the decrease in soil quality and nutrients. The unilateral fertilization has
resulted in the complete dehydration of the soil.

Loss due to lack of irrigation and irreqular water management:

Lack of irrigation water results in crop loss
e 20-30% for potatoes and vegetables
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e 10-15% cereals and legumes

e 20% beets, cabbage, and carrots
Irrational distribution of water resources from Akhuryan and Artik water reservoirs
between the marzes. Less water is allocated from the Akhuryan reservoir to Shirak
marz, the main volume being allocated to the Armavir region.
In communities with irrigated lands, only a few up-to-date irrigation systems are
installed, and the loss from the main land brooks is 25% and more.

Loss of grass due to misuse of pastures: As a result of misuse of pastures, 30% of remote pastures,

and in some villages up to 40% are not used in the marz. The grass of these pastures is not
harvested, as there is a need for melioration works: stones removal, levelling, restoration of roads
to take the appropriate equipment there.

Poor guality milk, milking:

Part of the produced milk, around 15-30% is procured at a low price due to improper
milking, and the failure to observe mechanical or sanitation norms hinders the quality
of milk.

Due to the incorrect application and lack of the tools needed for the milking, the high-
quality milk is mixed with that of poor quality, resulting in a decrease in the received
milk quality. This is especially true when collecting milk from farms far from the
collection sites.

Medium and low-quality crop loss:

Due to lack of knowledge, inappropriate agricultural machinery, improper choice of
varieties, small size, and diverse composition of the orchards, they get a low-quality
yield. 80% of the harvest from the personal plots is not sold, it is used for own needs
or is rejected as fodder.

Cultivation of apple varieties that are not in demand in the market, and need to be
processed, but there is a lack of processing plants in the region. Thus, the crop suitable
for processing is completely rejected.

Based on conducted individual survey results 51% of producers use overaged agricultural
technology in horticulture and 38% in field crop production, only 34% in field crop production
and 12% in horticulture use modern technologies. 37% of respondents combine some type of
modern technics and technologies in horticulture, and 28% in field crop production.

TABLE 16 USE OF MODERN AND TRADITIONAL TECHNOLOGIES (%) IN SHIRAK MARZ

Traditional Modern technologies Combine Both
Technologies
Horticulture 51% 12% 37%
Field Crops 38% 34% 28%

Source: Shen NGO survey, 2022

Types of crop loss in Agro-inputs stage

Low-quality fertilizers:
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— Only unilateral nitrogen fertilizers are applied, mainly obtained under state support
programs. There is almost no application of complex fertilizers, as a result of which the
quality and quantity of the crop are very low. Potato tuber storage capacity has declined
sharply.

— Due to the lack of competition, prices often exceed the importer price by 10-15%. No
quality control is in place.

— Due to lack of necessary knowledge and consultation, complex, extra-root, growth
stimulants and other compounds are not used. They are not even represented in the
regional market.

Lack of spare parts:

— Many agricultural activities are delayed due to the wear and tear of agricultural
machinery, lack of spare parts, and time spent on repairs.

— The repair of agricultural machinery is carried out directly by the mechanizers, many
of whom are self-educated and the repairs are not carried out completely, affecting the
agricultural activities. There are communities where part of the autumn sowing is not
done just because the seeder has not been repaired.

— Itis a big problem to buy spare parts for worn-out equipment, most of which are not
produced and are often replaced with used ones. Due to such malfunctions, the works
are delayed, they are of poor quality.

Low-quality agrochemicals:

— There is distrust regarding the quality of pesticides sold in the region, very often 2-3
treatments are applied for the same pest because of the poor quality of medicines.

— Due to a lack of relevant knowledge and consultation, farmers buy medicines that are
available in the region or use the advice of the seller, who in this case is interested in
selling 3-4 types of medicines instead of 1-2.

— There is no control over the quality, origin, shelf life, and label compliance of the
medicines sold in small doses.

Poor quality and lack of beekeeping drugs, necessary substances:

— Due to the poor quality of medicines used in beekeeping, improper storage of
medicines, and sale of expired drugs in the marz, at least 10-15% decrease in the
number of colonies per household each year. And in 2020-2021, there was a 50-70%
decline in wintering grounds, in farms that used the same brand of medicine.

— No quality wax sheet is available in the local market, they have to use the existing low-
quality one, which is not suitable for the bees, or it is very difficult to adapt, its cleaning
requires extra effort, as a result, these colonies accumulate up to 10% less honey within
one bee colony.

— Beginner beekeepers get frustrated with their work very quickly because they do not
have enough knowledge to make their own frames, to have their own wax paper, and
there is no supply of such quality products in the region. They have to buy used frames,
thus losing up to 20% of bee colonies.

Types of crop loss in harvest and postharvest handling stage

Significant cereal crop loss during harvest:
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Depreciation of cereal harvesting machines/combine harvesters. The wear and tear of
the equipment do not allow for a quality harvest. There are so many accidents at work
that harvesting is delayed.

90% of cereal harvesters are at least 40 years old or older. There are units that shed
more than 20% of the cereal during harvest.

Due to the limited number of combine harvesters, the harvest is delayed and most of
the overripe cereal is dumped during the harvest.

Lack of harvesting machines for spelt, corn, lentils, beans, alfalfa seeds and other
widespread crops. Harvesting is done with cereal harvesters which shed 25% of the
crop. As a result, they refuse further cultivation.

Loss of cereal crops during the postharvest handling:

Harvesting at an inappropriate time, overripe harvest. The harvest time is determined
traditionally, when the neighbors harvest the crops, or when it is possible to find a
combine.

— In the warehouse, the cereal loses weight and quality, as very often the harvest is carried
out during the milk-wax ripening stage.

— Most cereal is sold directly from the field as the number of crop cleaning and storage
service providers is limited or non-existent. As a result, the crop is sold at a lower price
immediately after harvest.

Loss of potato yield during harvest: Potato loss occurs during the harvest for a number of

reasons:

A great loss of time and labor during manual harvesting.

Autumn rains, late harvest, part of the harvest is brought to a warehouse already
infected with rot, and overripe, with a minimum storage capacity of 20%, it must be
sold urgently at a low price.

During the manual harvesting, apart from a large amount of money spent, the
harvesting is not fully carried out, some of the destroyed tubers remain under the
ground and are not collected.

Lack of knowledge and skills in the use of potato picking equipment damages 10% of
the yield.

The loss in medium-sized potato-growing farms with the lack of labor is due to
harvesting period disruptions. As a result of early or late harvest. Potatoes harvested
with such violations are not even stored, they are sold immediately from the field at a
price at least 15% below the market price. Because they also know that they will have
a bigger loss in case of storage.

Loss of potato yield during postharvest handling: During the storage of potatoes, crop loss is the

most painful, it has increased over the years, being 20-25%. This problem is so sensitive that they
refuse to stockpile en masse, selling directly from the field, losing at least 15% of revenue. The
losses during the storage are caused by:

¢ Violation of harvest dates: overripe or immature tubers
e Lack of sorting equipment. Today the labor force has become more expensive.
Sorting is an additional big expense, partial sorting is done only in the field
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¢ Inadequate furnishing of necessary storage conditions, equipment wear, lack of
modern equipment

e Diversity of varieties that interferes with storage.

e Crops of non-homogeneous varieties per unit area, maintenance of such a
mixed crop is almost impossible.

Loss of carrots, beets, crops during storage: Carrot and table beet cultivation has declined sharply
over the last 7-8 years due to large losses during crop storage, which small farms alone cannot
cope with, requiring a comprehensive group approach. Loss of carrots, beets is caused by

Improper variety composition, which is not well preserved
Absence of harvesting machines in the marz

Lack of specialized warehouses

Lack of sorting and washing equipment

Carrots are harvested manually, and beet harvest is performed with the use of potato harvesters.
During such a harvest, the percentage of obviously damaged roots exceeds 10%, and the number
of fruits invisible to the eye but later diseased in storage exceeds 40%.

Loss of cabbage during storage: The loss during postharvest storage of cabbage amounts to 10-
15%, due to

— Damage during the harvesting

— Lack of the necessary storage conditions

Lack of harvesters

Professional knowledge for the proper storage organization;

The loss is increasing as well during the harvest. It is because of the lack of proper knowledge
about right harvest time identification. Based on conducted individual farmers survey results 72%
makes the harvesting decision by his own prediction, 12% based on accepted traditional ways, 8%
uses other ways, and only 8% consult the specialist about the decision of a right harvest time.

TABLE 17 HARVESTING DECISION IN SHIRAK MARZ

Harvesting Decision Making is Based on

Ripeness on own Traditional Way  Ask Advice of Other
opinion Used by the the Specialist
Elderly
Percentage 2% 12% 8% 8%

Source: Shen NGO survey, 2022

Post-harvest Handling: As Tabele 18. shows that there is a lack of knowledge in respect to post
harvest handling. 41% of respondents do not do pre cooling, 13% do not do cleaning before
storing. 76% of existing storages are not equipped with appropriate facilities.

TABLE 18 POST-HARVEST HANDLING (%) IN SHIRAK MARZ

Conducting Post Harvest Handling

Pre Cooling Cleaning Sorting Appropriate Storage
Yes No Yes No Yes No Yes No
59% 41% 87% 13% 96% 4% 24% 76%
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Source: Shen NGO survey, 2022

FIGURE 10 PRODUCT AVERAGE LOSSES DURING HARVEST IN SHIRAK MARZ
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Source: Shen NGO survey, 2022

The average loss during harvest (see Figure 10.) is as follows: in case of fruits - 7%; in case of
vegetables - 6%; in case of cereal - 5.8%; other products - 5.0%

FIGURE 11 PRODUCT AVERAGE LOSSES DURING TRANSPORTATION IN SHIRAK MARZ
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Source: Shen NGO survey, 2022

The average loss during transportation (see Figure 11.) is: in case of fruits -3%; in case of
vegetables - 5%; in case of cereals - 6.7%; other products - 5.6%

The main reasons for the lose during transportation are recorded in Table 19.

TABLE 19 REASONS OF FOOD LOSE DURING TRANSPORTATION (%) IN SHIRAK MARZ

Reasons
61
© “Shen” NGO



Not Appropriate Bad Roads Distance to Market Other
Transportation

36% 18% 46% - %
Source: Shen NGO survey, 2022

FIGURE 12 PRODUCT AVERAGE LOSSES DURING SORTING IN SHIRAK MARZ
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Source: Shen NGO survey, 2022

The average loss during sorting (see Figure 12.) is: in case of fruits - 8.2%; in case of vegetables
- 10.1%; in case of cereal - 13.7%; other products - 9.4%.

FIGURE 13 PRODUCT AVERAGE LOSSES DURING STORAGE IN SHIRAK MARZ
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Source: Shen NGO survey, 2022

The average loss during storage (see Figure 13.) is: in case of fruits - 6%; in case of vegetables -
5%; in case of cereal - 4%; other products - 5%.

Based on conducted individual survey results the the importance of agricultural insurance is
aknolaged. 22% of respondants had early spring frostbite insurance package, 62% of respondents
had hail insurance package and 16% of respondents had drought insurance packages.
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TABLE 20 IMPORTANCE OF AGRICULTURAL INSURANCE IN SHIRAK MARZ

Three main weather related damages

Early Spring Frostbite Hail Drought
22% 62% 16%
Source: Shen NGO survey, 2022

Types of crop 10ss in processing stage

Lack of potato storage units for processing or long-term storage

— There are no potato processing enterprises in Armenia. The third quality raw material
obtained from potato sowing is completely decomposed, used as fodder, or left in the
field, which is later a source of disease-pest infection. In general, we can say that 1
hectare of potatoes yields 2-4 tons of below-average quality, in case of poor agricultural
equipment and poor quality planting material, the quantity will increase by at least 1-2
tons. If we calculate these volumes on a regional scale, we are talking about a loss of
at least 20-25,000 tons. This is the amount that can vary depending on the year, but
such raw materials will always be in the region.

— Availability of modern refrigeration facilities providing storage services. Large, well-
maintained private farms do not provide services for smallholders.

Absence of carrots, table beets, cabbage storage units for processing or long-term storage: The
lack of carrot, table beet, and cabbage procurement units is a big obstacle to increasing the
cultivation of these crops. Even if farmers are ready to produce, they realize that they cannot
provide proper protection. In the case of low or medium-quality harvest, there are no processing
enterprises.

Loss of medium and low-quality fruit crop: There is no fruit processing unit in the Shirak region.
Transportation to neighboring Aragatsotn and Armavir marz s is expensive. There are a number
of fruits such as apples, cherries, and plums that can be purchased from the villages of Shirak, but
even resellers do not work in the region. As a result, the product is rejected or exchanged.

Limited milk collection volumes due to the wear of the small to medium-sized production facilities
equipment: Small/medium-sized dairy procurement units/enterprises in the region, and family
businesses, procure a limited amount of milk because they do not have the necessary modern
equipment. Many of them can sell more than their products, but they need to improve the
production process and upgrade the equipment. Such small farms are very important for villages
with small number of livestock or small livestock farms. They can provide a stable supply.

Types of crop loss in export stage

Lack of export: The export volumes of potatoes were very low from 2014 through 2018.
Comparatively higher volumes were recorded in 2014 and 2015, which were rather sporadic and
not sustained. In 2015 over 70% of exported potatoes were shipped to Georgia, and the remaining
to Russia. However, this was a discrete jump in export, followed by a significant reduction,
meaning that potato export has low and unstable potential.
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Market remoteness, high costs, potato losses during the sales and transportation: Large quantities
of potatoes are produced in the region, but due to the distance, they are not able to supply large
supermarket chains in Yerevan and big cities. There are no storage refrigerators that can be used
for direct delivery. Now the crop is sold at a low price of 10-20% directly to intermediaries coming
from Armavir, Ararat, and Yerevan.

Lack of procurers: Procurers of large processing enterprises working in Armenia, which can
ensure the sale of small to medium-sized products, do not work in the region. And not every farmer
sells, many are forced to trade with neighboring villages. Losing their expected profit, spending
much more time, and losing working capital.

Lack of freight providers: There is a need for specialized freight providers such as:

— Refrigerator trucks for milk storage
— Refrigerator trucks for storing vegetables, potatoes, carrots, beets, cabbage
— Small refrigerators for the transportation of wild greens, hornbeam, chervil, sorrel.

Types of crop loss in workforce and specialists stage

Violation of agricultural activities schedule - crop loss due to workforce: Manpower is low, and
the cost of wages is rising every year. Much of the cultural work is delayed due to labor shortages.
This in turn has a direct effect on yields as it reduces expected profits as labor costs and travel
costs increase during fragmented irregular work.

Crop loss due to poor quality work: workforce: The work is paid on a daily basis. Today, it is
impossible to think about improving the quality of work and productivity. Workers avoid
normative work because in that case, the remuneration depends on the amount of work done and
the quality.

Lack of skilled workforce: There are very few groups of skilled workers in the region. Some groups
work with exporters sorting the potatoes for export. The work requiring professional skills is
carried out in a non-professional manner, requiring more resources, money, and time to be spent.
There is a great demand for specialized groups of workers: weeding, banking-up, sorting, pruning,
etc.

Lack of machinery repair service specialists: Lack of specialists in the field of mechanization
service, and repair. Equipment repairs take long, resulting in delays in widespread sowing. There
is a need to train young mechanics-specialists in rural equipment service. Due to the lack of
relevant knowledge of the use of modern tractors and other couplers, the introduction of modern
equipment is rejected. The repairs being performed by specialists invited from Yerevan, which is
costly and time-consuming.

Lack of agricultural consultants:

— There is a shortage of agricultural specialists in all villages of the region.

— Lack of professional knowledge and absence of consultants hamper the introduction of
new crops by the farmers; they refuse to cultivate high-value crops without finding a
solution to the problems encountered during cultivation.

— Cultivation costs double due to incorrect, incomplete advice.

— They get a low-quality crop.

— There is a great demand for greenhouses, plant protectors, fruit growers
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Lack of veterinarians, stockbreeders:

Veterinarians are available in all communities, but the services of one or two
veterinarians are not sufficient for large communities.

Good professionals mostly work with large farms, while the problems of small farms
remain unresolved

Many farmers treat their own animal diseases, resulting in a loss of livestock.

There is a need for specialists in poultry, rabbit treatment, and veterinary medicine.
The problem of the veterinarian in the distant pastures is much more urgent because in
the distant pastures they have already refused to seek help, in case of a problem the
animals are killed immediately.

Lack of postharvest handling specialists: There is a great need for specialists in the operation of

refrigeration facilities and storage in the marz. The lack of consultation and specialists lead to the
sales of crops at a low price from the field. The extra profit that can be obtained when having
storage capacities is not received by the farmer today. With their knowledge, as a result of
improper storage, they lose huge volumes - 10-40% (by type) of stored food. Due to la ack of
necessary knowledge, they refuse to grow high-value root crops in demand in the market: carrots,
and table beets.

5.4 ANALYSIS OF QUESTIONNAIRES FOR COOPERATIVES

FIGURE 14 MEMBER OF COOPERATIVES FOR THREE MARZES

Tavush Lori

Shirak

Source: Shen NGO survey, 2022

Respondents in Tavush marz 33 % are members of a cooperative and 67% are not members, in
and Shirak marz 20 % are members of a cooperative and 80 % are not members of a cooperative
and in Lori marz 23% are members of the cooperative and 73 % are non-members.
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FIGURE 15 MAIN SOURCES OF INCOME FOR THREE MARZES
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Source: Shen NGO survey, 2022

For 56% of respondents in Tavush marz, the main source of income is horticulture, for 22% is
field crop cultivation, for 11% is livestock breeding and for 11% is dried fruit production.

For 54% of respondents in Lori marz, the main source of income is field crop cultivation, for 19%
is livestock breeding, for 19% is horticulture, and for 9% is beekeeping.

For 33% of respondents in Shirak marz, the main source of income is field crop cultivation, for
33% is livestock breeding, for 13%is horticulture and for 12% is beekeeping.

TABLE 21 THE MAIN PROBLEMS (%0)

Small Limited Limited  Absence of Old Traditional
Land Irrigation ~ Financial ~ Agricultural Technologies  Ways of
Plots Water Means Insurance and Cultivation
Transportation
Partly 19% 20% 8% 16% 21% 14%
Agree
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Strongly 71% 78% 88% 82% 2% 79%
Agree
Don’t 10% 2% 4% 2% 7% 7%
Agree

Source: Shen NGO survey, 2022

6. EXPORT POLICIES, INSTRUMENTS AND BOTTLENECKS OF ARMENIAN
AGRICULTURE

Chapter 6 starts with the presentation of the current export position of Armenia in the global
market and export of goods and services as percentage of its GDP. It continues with the summary
of export related policies and instruments, following with the information in respect to the main
food and agricultural legislations, for agriculture responsible institutions, export promotion,
export infrastructure and export finance situation and possibilities. The presentation of, identified
main export bottlenecks continues the chapter. Further, the best practice examples from different
countries in that as well from Netherlands are presented and their relevance to further
improvements of the situation in Armenia is shown. Finally, yet importantly, conclusions are
made and policy recommendations are formulated.

6.1 EXPORT POSITION OF ARMENIA

Armenia in 2020, see Graph 3, recorded the export of goods and services as percentage of its
GDP 29.8%. The aggregates of Europe and Central Asia summed up to 42.2%, and the aggregates
of Upper Middle income Countries showed 22.7%, see Graph 3.

The Netherlands on the other hand in 2020, see Graph 4, recorded the export of goods and services
as percentage of its GDP 77.9%.

In 2020 Armenia was the number 132 economy in the world in terms of its GDP (US$), the
number 128 in total exports, the number 136 in total imports, the number 112 economy in terms
of GDP per capita (US$) and the number 77 most complex economy according to the Economic
Complexity Index (ECI)*°.

15 hitps://oec.world/en/profile/country/arm#:~:text=1n%202020%20Armenia%20imported%20%244.47 t0%20%244.47B%20in%202020
(accessed May 3, 2022).
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Graph 5 and on Graph 6 show the trade positions of Armenia and the Netherlands in respect to
their export and import. In trade position of Armenia, the share of food production in terms of
export volume in 2020 was 24.51%.

GRAPH 3 EXPORTOF GOODS AND SERVICES (% OF GDP) ARMENIA

/'

-/-
/ ARMENIA

Source'®: 2022 The World Bank, last available data

GRAPH 4 EXPORT OF GOODS AND SERVICES (% OF GDP) NETHERLANDS

16

https://wits.worldbank.org/CountryProfile/en/ARM#:~ text=Armenia%?20exports%200f%20goods%20and,percentage%200f%20G DP%20is%20
54.55%25.(accessed April 29, 2022).
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Source: The World Bank, last available data

GRAPH 5 TRADE POSITION OF ARMENIA
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GRAPH 6 TRADE POSITION OF NETHERLANDS

17 https://oec.world/en/profile/country/arm?flowSelectorl (accessed April 13, 2022).

© “Shen” NGO

AN
/,_./\/ \

NETHERLANDS

69



550 B
500 B
450 B
400 B

350 B« v T T T T
2008 2010 2012 2014 2016 2018

M 1rport Il Export

Source®®: The World Bank, last available data.

The alcoholic beverages, particularly wine and brandy made from locally grown grape varieties
were one of the most important exported food products, see Table 22.

TABLE 22 MAIN EXPORTED FOOD PRODUCTS FROM ARMENIA

Name of products

Alcoholic beverages - wine and brandy made from locally grown grapes
Fish

Cheese

Canned Fruits

James

Coffee

Mineral Water

Frozen Fruits and Vegetables
Source®: Government of Armenia, last available data.

6.2 EXPORT POLICIES, INSTRUMENTS AND STRATEGIES

The adequate and up to date export policies and export promotion strategies play a major role for
countries trade and export success. The trade liberalization and integration in the global chain are
necessary strategies for reaching the country’s export expansion.

6.2.1 EXPORT POLICIES OF ARMENIA

Armenia pursues liberal foreign trade policies. Access to Armenian markets of goods is liberal in
terms of official border and behind-the-border arrangements. Tariffs are low, not only by CIS
standards but as well by international standards.?°

Republic of Armenia became a member of World Trade Organization (WTQ) in 2003 and it is a
member of Eurasian Economic Union (EAEU) since 2015. All goods are subject to custom

18 hitps://wits.worldbank.org/CountryProfile/en/Country/NLD/Year/2019/Summary (Accessed May 20, 2022).
19 https://www.trade.gov/country-commercial-guides/armenia-agriculture. Last published 2021-09-16 (accessed May 3, 2022)
20 https://d-nb.info/1126647934/34
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declaration (Custom code of Armenia)?.

Armenia’s exported goods have to undergo a mandatory customs procedure and, certain products
(e.g. fresh fruits, vegetables, food items), a supplementary non-customs procedure. The Customs
Service of Armenia carries out the mandatory customs procedure. The exporters of fresh fruits,
vegetables, and food items, need to apply to the Food Safety Inspection Body of the Government
of Armenia and the Chamber of Commerce and Industry of Armenia to obtain the necessary
documents?,

The following documents need to be prepared before applying to the Customs Service?®,

— Agreement with the importing Company

— Phytosanitary certificate for products of plant origin

— Invoice

— Conformity assessment certificate for food items

— Freight cargo

— Certificate of country of origin and Organic Certificate for organic products
— Document describing the transportation arrangement

The exporter needs to carry out the weighing, packaging, labeling, and storing of goods.
Inspections of products can be done on site at the exporter’s location or at the custom’s
warehouse?*.

6.2.2 RESPONSIBLE GOVERNMENTAL BODIES FOR EXPORT

Several governmental bodies have responsibility for agricultural and related issues. 1. The
Ministry of Economy has primary responsibility for policy issues with respect to agriculture. Other
key responsible bodies are 2. State Service for Food Safety and its subsidiary veterinary,
phytosanitary, and food safety inspectorates, the 3. National Body for Standards and Metrology
under the Ministry of Economy, and the 4. State Health Inspectorate under the Ministry of Health.

6.2.3 CuUSTOMS REQUIREMENTS, PHYTO-SANITARY REGULATION BY PRODUCT CATEGORY AND
CERTIFICATE OF ORIGIN

The export of plants, plant products, and other food items is carried out in accordance with the
phytosanitary requirements of the importing country. The phytosanitary certificate is issued for
each of the cargo type. The Food Safety Inspection Body is responsible for issuing the export
phytosanitary certificate. In case the exporter submits a phytosanitary passport, proving that the
samples are tested and are free from quarantine - harmful organisms the State Food Safety Service
of the Ministry of Economy issues the certificate immediately?®.

2 https://wits.worldbank.org/CountryProfile/en/Country/NLD/Year/2019/Summary (accessed on April 2022).
2 http.:/fwww.isc.am> media » 2020/12/21. Agri-Product Exporters’ Toolkit
23 https://wits.worldbank.org/CountryProfile/en/Country/NLD/Year/2019/Summary, (accessed April 9, 2022).

24 hitps://www.petekamutner.am/Content.aspx?itn=csCICustomsWarehouses.
25 https://www.arlis.am/DocumentView.aspx?docid=74433.
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The Chamber of Commerce and Industry of Armenia is the authorized body that issues the
certificate of country of origin of goods. When the examination process is finalized, a Certificate
of Origin is issued?®.

6.2.4 EXPORT PROMOTION STRATEGIES OF ARMENIA

The Chamber of Commerce and Industry of Republic of Armenia®’ has a primary mission to
support the improvement of business environment, to promote export and investments, to support
small and medium enterprises, providing economic growth of the economy as a final result.

Aiming at solving the mentioned problems the Chamber undertook a number of functions as
follows:

— To promote competitive product manufacturing and enhancement of export potential

— To provide services to member organizations

— To assist the establishment of cooperation between business organizations, and becoming
bridge between business organization and state bodies

— To organize business forums, exhibitions and fairs

— To contribute to the establishment and development of business promotion infrastructures

— To cooperate with other business promotion institutions, integrate all Chambers of
Commerce and Industry within territory of the country

— To exchange know-how with various international institutions

— To encourage CCI of RA member companies’ engagement in valuable projects which can
be effective for creating sustainable business environment

— To support businesses get access to funding

— To provide business development and incubation services to startups

— To provide other services aimed at the improvement of the country’s economy.

Chamber of Commerce and Industry of the Republic of Armenia has overseas Representatives
in 9 countries, in that as well in Germany.

There are at least three business platforms, which provide support to exporting companies

a) Business Support Office (BSO) is the Council, which is a consultative body, aimed to
promote business environment development in the sphere of Small and Medium Entrepreneurship,
identify barriers for activity implementation by SMEs and provide solutions for eliminations of
such barriers through implementation of public-private dialogue?. Sub-Council acts under the
Ministry of Economy, ensures preliminary discussion and provision of proposals of the issues to
be presented for the Council discussion.

The structure of the Council consists of public sector representatives, private sector representatives
as well as of representatives of those international organizations, which are expressing the will to
provide technical support to the council in organization of Council activities.

The principles of the Council activity are:

26 www.armeci.am.

27 https://eenarmenia.am/en/multicontent/usefull_links/292/ (accessed May 30, 2022). Note: All above information is from
eenarmenia website.

28 http://www.bso.am/. Note: The above information is fully imported from bso website. (accessed 15 June, 2022).
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1) transparency of the activities
2) equality of rights of the members of the Council

3) assurance of private sector involvement.
The functions of the Council are:

1) discussion of the issues actual for SME development

2) discussion of relevant proposals, presented for SME development by means of Council
Secretariat

3) adoption of relevant decisions, concerning proposed solutions

b) Enterprise European Network Armenia29 is a European initiative, aimed at providing
innovation and business support to all businesses across the European Union and beyond. Lunched
officially in February 2008, the network comprises close to 600 partners in more than 60 countries
offering a wide range of services to businesses (http://een.europa.eu). The Fund ‘Investment
Support Center’ (former SMEDNC Fund) is the Business Cooperation Center of European
Network Armenia.

The activity of Enterprise Europe Network Armenia is directed to the internationalization of
Armenian entrepreneurship and to consolidation of their opportunities for entering into European
markets, to development of their innovative capacities and technological advancement. Starting
from 2016, the Fund “Investment Support Center” has created a Consortium with the National
Academy of Science of the Republic of Armenia, which hosts the Enterprise Europe Network in
Armenia.

In order to promote the international cooperation, the Enterprise Europe Network periodically is
organizing number of regional, national and European level events. The events give an opportunity
to meet the possible partners and receive the necessary information for entering into European
market. In general, about 200 Armenian companies are getting support within the Enterprise
Europe Network yearly.

C) Access2Markets® is the platform that Armenian businesses can use to obtain information
about Exporting from EU, importing into the EU — all you need to know

Access2Markets allows to obtain information needed for the trade with third countries, such as on
tariffs, taxes, procedures, formalities and requirements, rules of origin, export measures, statistics,
trade barriers and much more. It also allows to access key information needed for trade in services
as well as for investment and procurement in third countries. It as well provides information about
EU trade agreements, how to benefit from them and provides support for export and for import.

6.2.5 EXPORT INFRASTRUCTURE OF ARMENIA

The Government of RA implements one stop one window regulation for both import and export
of goods to easy the procedures and to reduce the necessary time. In addition, it looks for

2 https://eenarmenia.am/en/content/eeninarmenia/, Note: The above information is fully imported from EEN website. (accessed
14 June, 2022).
30 https://trade.ec.europa.eu/access-to-markets/en/home, Note: The above information is fully imported from website. (accessed
15 June, 2022).
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alternatives to the road transportation. The ferry transportation will start to function as alternative
to road transportation starting from end of June 2022, as stated by the Minister of the Economy of
RA. The government for the beginning will subsidize the costs for six months. In a long ran, it is
expected that private businesses will take the lead.

There are 12 logistic centers in Armenia. Nine out of twelve centers are located in Yerevan, one
in Abovyan, one in Ashtarak, and one in Akunk village. Twelve logistic centers are as follow:
Ararat Food Factory, Mer Sarer, Spayka, Urban Logistic Service (ULS), Eco Fruits, Best Fruit
Logistic Center, Rival, ICE House Logistic Complex, Brand Leader, Aghorig, Artfood and Ecokat.

However, there is a lack of centralized storage, cooling and freezing facilities especially near
export points (e.g. airport). There is a place for higher level of digitalization and more intensive
integration of IT in export/import (e.g. auctions) relations.

6.2.6 EXPORT FINANCE OF ARMENIA

The export Insurance Agency ICHSC of Armenia3! is the insurance company, which insures
Armenian resident companies against the risks of non payment of their foreign buyers under the
export contract subject to political and commercial risks. The company insures the invoices on
each of the export stage. The exporter gets the opportunity to

— Control export risks, trade with confidence on existing and new international markets

— Enhance your competitive positions in international markets by offering your customers
differed payment terms

— Obtain financing from domestic commercial banks secured by insurance policy under
simplified procedures and preferential terms

— Build long term beneficial partnership with overseas buyers being assured that the
receivables are protected from potential and commercial risks of the buyer.

6.2.7 THE LOGISTICS PERFORMANCE INDEX OF ARMENIA

The logistic Performance Index (LPI) of Armenia, the index showing the quality of countries trade
and transport related infrastructure (1 = low to 5 = high) in 2018 amounted to 2.61 (see Graph 7).
The Netherlands and Germany in the same year showed LPI scores equal to 4.21 and 4.20
respectively (see Table 23).

Comparative representation of the LPI of Armenia in relation to aggregated LPI of Europe and
Central Asia, and of upper and middle income countries is shown in Graph 8.

GRAPH 7 LOGISTIC PERFORMANCE INDEX OF ARMENIA BY YEARS

31 http://www.eia.am/en/. Note: All above information is integrated in the report from the eia website (accessed May 14, 2022)
32 https://Ipi.worldbank.org/ (accessed May 07, 2022).
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SOURCE: WNW.CEICDATACOM | World Bank

Source®: The World Bank, last available data.

GRAPH 8 COMPARATIVE REPRESENTATION OF LOGISTIC PERFORMANCE INDEX OF ARMENIA

2018

Source®: The World Bank, last available data.

Table 23 presents the LPI scores of Armenia in comparison to the scores of most successful
economies.

Armenia can learn from practices of these countries to optimize its trade success. The experience
of these countries will be presented in more details in best practice example section.

33 www.worldbank.com (accessed May 07, 2022)
34 https://data.worldbank.org/ (accessed May 07, 2022)
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TABLE 23 LOGISTIC PERFORMANCE INDEX COMPARISON

Logistic Performance Index Score in 2018

Netherlands 4.21

Germany 4.20
Sweden 4.05
Belgium 4.04
Austria 4.03
Japan 4.03

Armenia 2.61

Source3-5: The World Bank, last available data.

6.3 EXPORT RELATED BOTTLENECKS AND FURTHER CHALLENGES

6.3.1 FARM LEVEL EXPORT CHALLENGES

Agricultural producers predominantly are involved in small-scale production, which limits their
possibilities to think about export. Most of agricultural producers sell their produce inside of
Armenia, often on the farm gate, on local market or in the market in Yerevan. In addition, they
lack information about potential export market opportunities. The lack of knowledge related to
export procedures, documentations, certifications and sanitary requirements of foreign countries
are other limiting factors. The lack of information and not optimally established market linkages
give space for the functioning of supply chain intermediaries (individuals or often-big processing
companies). On the one hand, it provides a possibility for farmers to sell their produce. On the
other hand, the presence of intermediaries extends the length of food supply chain leaving farmers
with less and unfair income.

FIGURE 16 MAIN SOURCES OF INCOME IN THREE MARZES

Tavush Lori

® In the community = Regional markets ® In the community = Regional markets

m Yerevan markets = Out of RA Yerevan markets = Out of RA

3 https://Ipi.worldbank.org/ (accessed May 10, 2022).
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Shirak

m In the community = Regional markets
= Yerevan markets = Out of RA
Source: Shen NGO survey, 2022

Respondents in the Tavush marz sell 60% of their products in the community, 10% in the
regional markets, 20% in Yerevan, and 10% outside the RA

Respondents in the Lori marz sell 65% of their products in the community, 12% in the regional
markets, 19% in Yerevan, and 4% outside of the RA

Respondents in the Shirak marz sell 41% of their products in the regional markets, 25% in the
community, 27% in Yerevan, and 7% outside of the RA

FIGURE 17 PROBLEMS WITH SALES IN THREE MARZES
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In Tavush marz respondents note that the average loss during the sale is:in case of
fruits- 7.3%; in the case of vegetables-6.0%; in the case of cereal - 4.0%; other
products - 6.5%,

In Lori marz respondents note that the average loss during the sale is: in case of fruits - 4.5%; in
the case of vegetables - 3.5%; in the case of cereal - 3.0%; other products - 2.5%,

In Shirak marz respondents note that the average loss during the sale is: in case of fruits - 3.3%; in
the case of vegetables - 5.4%; in the case of cereal - 3.1%; other products - 4.5%,

FIGURE 18 PRODUCT AVERAGE LOSSES DURING SALE IN THREE MARZES
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Source: Shen NGO survey, 2022
In Tavush marz respondents note that the average loss during the sale is: in case of fruits - 7.3%; in
the case of vegetables - 6.0%; in the case of cereals - 4.0%; other products - 6.5%,

In Lori marz respondents note that the average loss during the sale is: in case of fruits - 4.5%; in
the case of vegetables - 3.5%; in the case of cereals - 3.0%; other products - 2.5%,

In Shirak marz respondents note that the average loss during the sale is: in case of fruits - 3.3%; in
the case of vegetables - 5.4%; in the case of cereals - 3.1%; other products - 4.5%,

78
© “Shen” NGO



The small number of farmers who themselves organize the export of their produce mainly rely on
own personal connections. They focus on markets where there is established knowledge about
Armenian products. These are Russia, Georgia and/or Commonwealth of Independent States
(CIS).

Armenia’s export ways especially on large-scale export rely mainly on road transport. In case of
border closures (as in COVID -19 times) serious destruction occurs. Further, the unpredictable
conditions at the border crossing between Georgia and Russia create additional
uncertainties.Moreover, the current situation between Russia and Ukraine makes the situation
even more uncertain.

Because of limited open transportation possibilities, Armenia has more export potential for
processed products. The perishable goods such as fresh fruits and vegetables record high loses in
the case of boarder closers.

Thus, as the literature states processed food and alcoholic beverages, especially wine and brandy
made from locally grown grape varieties are the most important products for export. Armenia’s
soil and climate conditions, high altitude, and limited use of chemical fertilizers account for
flavorful produce and present the comparative advantage for the country®

6.3.2 EXPORT RELATED BOTTLENECKS OF ARMENIA

Our findings in respect to export related bottlenecks are in line with existing studies and empirical
literature. In the frame of our study export related bottlenecks, are conditionally divided in two
main levels, as follows:

¢ Bottlenecks on producers’, SME and other exporters’ level
o Bottlenecks on external environment and export policy level

Bottlenecks on producers’, SME and other exporters’ level

Export related main bottlenecks on producers’ level are

— small production quantities,

— low productivity, spoilage and loss during harvest, post-harvest handling and
transportation,

— lack of knowledge about potential export market opportunities,

— lack of knowledge about foreign markets requirements,

— lack of knowledge about export market product quality requirements,
— lack of knowledge about for export responsible institutions,

— lack of knowledge about export procedures and necessary documents.

Export related main bottlenecks on SME and other exporters’ level are

— difficulty to obtain for export necessary product quantities of required quality,

36 Food Systems Summit 2021: National Pathway for Food Systems Transformation in Support of the 2030 Agenda, The
Republic of Armenia, S. Avetisyan (2010), https://www.trade.gov/country-commercial-guides/armenia-agriculture.

79
© “Shen” NGO


https://www.trade.gov/country-commercial-guides/armenia-agriculture

— high transaction costs, often high logistic costs related product collection and
transportation,

— especially high costs of refrigerated transportation (e.g. fresh fruits and vegetables),

— poor rural infrastructure,

— not optimal market linkages (export promotion, market intelligence services) between the
producers, processors or exporters up in the value chain which is reflected in Logistic
Performance Index (LPI) score of Armenia, see Section 3.4.

— lack of for export governmentally supported centralized storage capacity,

— limited possibilities to obtain export credit or other for export meant funding/financial
support.

Export related main bottlenecks on external environment and export policy level

— Armenia’s export ways as mentioned above especially in respect to large-scale export rely
mainly on road transportation. This contains a serious risk of distractions in case of border
closer, caused by objective and subjective reasons (e.g. COVID 19 quarantine). In
addition, unpredictable conditions at the border crossing between Georgia and Russia
create additional uncertainties. Further, at present the armed conflict between Russia and
Ukraine makes the situation even more uncertain.

The Minister of Economy Vahan Kerobyan states that Armenia faces the problem during import
and export as the Upper Lars checkpoint from time to time is closed, and cars are crowded from
different directions. This issue gets more importance in the current situation, when food security
becomes one of the most important issues for every country. The above-mentioned reasons result
to delayed cargo transportation, spoilage and lose of especially perishable goods - fresh fruits
and vegetables.

The government is currently approving the measure aimed at reducing additional costs incurred
in case of transportation of goods by ferry (ferries) for export or import from the territory of the
Republic of Armenia.

According to Mr. Kerobyan, the Ministry offers to subsidize the costs of regular (twice a week)
Poti Port Caucasus ferry transportation service. This measure is implemented in order to be able
to transfer a significant part of Armenia’s logistics to rail transport for some time. It will
significantly increase food security and logistical access to Armenia, will significantly increase
the competitiveness of Armenia’'s industry and will play an important role in food security.

Prime Minister Mr. Nikol Pashinyan mentions that this is not Armenia's first attempt to establish
a ferry connection. The previous ones have not always been successful. The peculiarity is that, of
course, there is a possibility of by car transportation; in this case however, the emphasis is on
railway transportation. The subsidy will for the beginning be implemented for 6 months®’.

The air cargo is considered for transportation of small quantities of fresh fruits and vegetables, as
well as fresh cut flowers because of their short life.

37 https://www.aravot.am/2022/03/25/1255878/ (accessed May 13, 2022).
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Road transportation is still considered the most important way for transportation of frozen agro
products, processed fruits and vegetables due to their long shelf life.

The Government of Armenia at the border has introduced one stop - one window principle to
easy export procedures. As stated by Mr. Rustam Badasyan. "With the package of laws, the
control exercised by different bodies at the state border are optimized, and the principle of one
stop — one window." is now working®8,

Though several export support infrastructure improvement measures are already undertaken,
there is still much place for further improvements. Especially in the field of export promotion,
market intelligence, further export infrastructure improvements, export finance and linking SMEs
to multinationals much can be learned from most successful economies, see Section 3.6.

The findings of existing empirical literature are supported by the primary data obtained during the
face to face interviews conducted with the managing directors od SIS Natural and ljevan Group
processing and exporting companies. The respondents have been asked to rank the difficulties
SME processors and exporters face (1 = least important, 6 = most important). The results are shown
in Table 24.

TABLE 24 RANKING OF EXPORT DIFFICULTIES

Named Difficulties

Limited sources and data on market intelligence information, especially in respect to EU 6
market

No centralized for export specific storage, cooling, and freezing facilities 6
Limited access to export credit, single possibility based on export insurance guarantee 6
Not established ‘Made in Armenia’ BRAND. Limited knowledge of and low trust level 5

to Armenian products (especially in EU)
Limited use of innovative technologies, difficult to meet standardization requirements 5
Limited quantities, especially meeting importing country requirements

Low price competitiveness especially compared to other regional providers of 4
neighboring countries

Source: Shen Interviews, 2022
Note: The ranking is based on personal assessments of respondents. The results are particularly relevant to markets where
Armenian products are yet not known.

6.4  BEST PRACTICE EXAMPLES

6.4.1 EXPORT PROMOTION

Netherlands:

International trade and foreign direct investment shape the Dutch economy. In 2018, a third of
Dutch wealth was created through exports. The domestic added value of exports accounted for

38 https://www.panorama.am/am/news/ (accessed May 21, 2022).
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EUR 262 billion. In the same year, imports amounted to EUR 391 billion; and in 2019, the
Netherlands was the world’s second largest outward investor®®. Dutch companies are part of global
value chains. They are involved in triangle trade that is a multilateral system of trading in which a
country pays for its imports from one country by its exports to another®.

Government policies are directed towards enhancing international competitiveness. There is an
established strong cooperation between government, businesses, education, research and
extension. The government strongly supports education and knowledge development as a way to
international competitiveness. In respect to business development and export policies, the

Government acts as business facilitator (e.g. Round Tables) and not as subsidy provider
Facilitation policies emphasize the role and responsibility for private businesses in trade
issues

Public-private partnerships implement export promoting policies and international

investment strategies (e.g. Partners for International Business program)*,

Investments abroad is implemented as alternative to trade, and are seen as another

important contribution

Various export-promoting instruments are used:

— There is an established agricultural counselors network around the world which plays

the role of the trouble shooter, networker, market information provider.

There are 48 Dutch embassies and consulates involved in export promotion activities.
Agricultural counsellors and attachés are in the economic departments. They offer
support in more than 75 countries. Together with their teams of local advisors, the
agricultural attachés assist Dutch entrepreneurs, companies and knowledge institutes.
They also represent the Netherlands at international organizations, such as
FAO/WFP/IFAD in Rome, the European Union in Brussels, and the OECD in Paris**
They also promote and represent Dutch governmental policy about agricultural issues
worldwide. This includes the global transition towards sustainable agriculture,
contributing to the Sustainable Development Goals of the United Nations.

— Strictly following the standards on food safety and quality are key conditions in

international trade relations, so the specialized institutions work to ensure the
requirements are met.

— To this purpose continues improvement to build institutions that help prevent and

combat (animal and plant) diseases, apply and monitor quality control, and offer
services that reduce paperwork and procedures associated with international trade are
taking place

— Market access teams aim to solve issues related to foreign sanitary and_phytosanitary

requirements

— Export promoting missions (fair visits, etc.) are regularly taking place*

39 Peter van der Knaap, 2021.

40 Siemen van Berkum, 2017.

4L www.rvo.nl (accessed May 30, 2022).

42 https://english.rvo.nl/partners-network/international-economic-network/netherlands-agricultural-network (accessed June 10,

2022). Note: The above information is fully imported from rvo website.
43 Sjemen van Berkum, 2017.
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Germany and Spain have merged and brought together the actors responsible for export
promotion and invest-in activities.

Germany:  Germany Trade and Invest - (GTAI) is the economic development agency of the
Federal Republic of Germany. With more than 50 offices in Germany and abroad and its network
of partners throughout the world GTAI supports German companies setting up in foreign markets,
promotes Germany as a business location and assists foreign companies setting up in Germany.
The key export promotion actors are as well the German Chambers of Commerce Abroad
(AHKs)* and foreign missions. GTAI acts as a network hub — the provision of market intelligence
being its most important service. GTAI is the first point of contact for Germany’s export-oriented
small and medium-sized enterprise (SME) sector. The business analysts regularly report on 120
countries and provide the knowledge base for planning and conducting foreign business
activities®.

Denmark: In Denmark, all key actors are involved in export promotion — this also includes
development cooperation and invest-in activity. All the actors are part of the same unified structure
organized under the Ministry of Foreign Affairs (MFA).

Spain: Espafia Exportacion elnversiones (ICEX) is the responsible agency in Spain.

All actors operate under the ministry responsible for trade. This means that the Ministry of Foreign
Affairs, the network of embassies and consulates overseas all are linked to export promotion
activities. ICEX international activity is conducted from the Spain Embassy Commercial and
Economic Offices worldwide. ICEX uses the Internet Portal www.spainbusiness.com to display
information about exporter Spain companies that are included in the ICEX Database of exporting
Spain companies. www.spainbusiness.com, in collaboration with the Spain Economic and
Commercial Offices, presents a meeting place where companies and professionals interested in
doing business in Spain may access macroeconomic and commercial data, as well as other relevant
information about exporter Spain companies.

The network of foreign offices is an important part of export promotion. Ambassadors and other
high level civil servants open doors for businesses, the premises of embassies and consulates host
events and negotiations and the staff of these institutions have both contacts within and knowledge
about the target markets*®.

Interested companies pay at least part of the export promotion services they use as an enforcement
mechanism to be committed.

Czech: The Czech export-promotion agency combines marketing, research and training
activities.

Case studies from above mentioned countries show that different types and combination of export
promotion agencies can exist. These agencies provide knowledge as well as training, and focus
their marketing efforts on a country brand.

4 https://www.ahk.de/ (accessed May 23, 2022).

45 https://www.gtai.de/ (accessed May 23, 2022).
46https://www.bircham.net/spain-icex-instituto-espanol-de-comercio-exterior.html (accessed May 26, 2022).
H. Rannikko,-2018 https://www.eesc.europa.eu (accessed May 22, 2022).
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6.4.2 EXPORT INFRASTRUCTURE

Netherlands:

As stated in OECD 2015 analysis report, p.58, the most notable Dutch success example is Flora-
Holland at Aalsmeer*’. It combines storage and transport links, has a state-of-the-art facility with
special storages adopted to the specific requirements of flowers.

Flora-Holland provides a centralized export storage facility — the market for tulips, by that provides
an easy and on- the-spot opportunity for quality checks and grading, and for customs
administration.

This is a combination of a centralized storage and single-window requlation.

The flower market provides an agglomeration point for small- scale and fragmented flower
producers. It provides a single export stop that is very close to the biggest commercial airport and
a nearby seaport*.

This is a demonstration of a successful integration of one-stop window for regulatory needs with
a one-stop window for export customs.

Finally, it gives a possibility of IT auction where demand and supply can meet and obtain a
competitive price.

Large storage facility ‘Warehouses’ and cooling/freezing facilities are in place. Overall, the
Netherlands has the second largest cooling and freezing storage capacity in the EU Processing
infrastructure?.
Digitalization:
Netherlands:

— the digitized mechanisms and auction markets are well established. The key to improving

the cost and time efficiency of the processing and auctions are the IT systems.
Germany, Denmark and Spain:

— use digitalization as a suitable tool for supporting the growth and internationalization of
companies.
Spain:
— a lot of information such as the analysis of export potential as well as commercial

documents, customs formalities and certificates are provided online. Alongside
information, training is also being digitalized.

6.4.3 EXPORT FINANCE

Netherlands

— Agribusiness sector contributes (in kind and via fees) to market access improvement
efforts. The Netherlands Enterprise Agency (RVO) is a general counter for international
business and helps with grants, match-making, market intelligence and compliance with

47 OECD 2015 analysis report, p.58
48 OECD 2015 analysis report, p.58
49 OECD analysis
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foreign regulations. The Netherlands Enterprise Agency (RVO) helps entrepreneurs and
organizations to invest, develop and expand their businesses and projects both in the
country and abroad. RVO is government agency that carries out the Dutch Ministry of
Economic Affairs and Climate policy. It help entrepreneurs, NGOs, knowledge institutes,
policymakers and organizations. It supports entrepreneurship, improves collaborations, and
strengthens positions through funding and networks. By sharing know-how, it helps
companies to move forward doing business abroad®.

— Dutch Good Growth Fund (DGGF) provides finance and insurance of Dutch SME trade
and investment for doing business in an emerging market or in a developing country. If
there is an investment fund that invests in businesses in such countries, DGGF helps with
funding.

— Dutch Trade and Investment Fund focuses on non-DGGF responsibility countries and is
open to all Dutch companies

Denmark

— Trade Council provides information, advice and/or financial support to businesses.
Businesses can also receive help from business organizations, such as when participating
in trade fairs; from regional business development centers (Vaeksthus in Danish) and from
seven innovation centers around the world.

Denmark, Germany and Spain

— Companies can rely on the public sector for export credit guarantees.
Estonia and Italy

— Export credit support is done in a transparent way, in partnership with the private sector,
and with appropriate risk assessment tools.
Estonian

— Government created an export and credit guarantee fund, KredEx, especially tasked to
support SMEs.

7. CONCLUSIONS AND RECOMMENDATIONS

7.1 CONCLUSIONS

7.1.1 CONCLUSION FOR PRODUCTION:

The challenges raised through meetings and discussions in the three beneficiary provinces are
specific, depending on the product, and general problems common to all. The losses of agricultural
products are registered in the beneficiary provinces among all actors in the value chain, with a large
share, around 20-40% falling on the first two stages of production - the original production and
postharvest handling. The reasons for these losses and the obstacles are the same in all regions.
Their means of improvement must also be implemented following the same general principle. The
issues common to all beneficiary provinces are listed below.

%0 https://english.rvo.nl/about-netherlands-enterprise-agency (accessed May 24, 2022).
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Level

Bottlenecks

Improper problem
detection, non-
targeted support

The issues raised by all the target groups contain a "claim™ for the
government, donor organizations, and NGOs. All the actors in the value chain
of agricultural production - farmers, processors, intermediary sellers,
agricultural inputs suppliers, cooperatives, and exporters - considering the
problem to be a part of their value chain, do not at the same time consider
that the solution (of some existing problems) is in their hands. They
underestimate the issues of self-investment, self-criticism, and self-
education. Very often requirements and problems arise, which can be solved
at the level of community, region, cooperative and even on a farm. When
raising the issue, they ignore the causes of the problem, many of which come
from the first line of production, the producer/farmer. Many support
programs, giving partial support, create greater barriers. From this point of
view, the first target barrier to be reflected and to be taken into account in all
investment functions is whether or not the beneficiaries will be able to make
a SWOT analysis of their production. Raising the issue, there is a need to
analyze it, to find out the real reasons; the most important thing is to consider
solutions to the problem, where the primary role is played by the producer.

Soil analysis and
rapid deterioration
of soil quality

For more than 30 years the land resources have been exploited ruthlessly,
without any land quality improvement measures or crop rotation being
applied. The anthropogenic factor was accompanied by the rapid negative
impact of climate change over the last 10 years. The decline in soil quality is
noticed in all types of land: arable land, perennial plantations, grassland,
pasture, and forage. Every year there is an increase in various branches of
rural production: a number of diseases, declining yields, and declining
quality. These are all conditioned by the sharp decline in soil quality: the
content of micro-macro elements is 10-30 times lower than the minimum
threshold. Today, a number of farms are trying to find a solution on their
own, but after analyzing the soil, they do not know what measures to take.
There is a need to develop a complex set of measures for each soil type so
that it is possible to restore soil fertility without damaging the cultivation
process, and in the case of pastures and grasslands, the biodiversity as well.

Losses due to
natural disasters for
all beneficiary
provinces

As a result of climate change and the irregular exploitation of the country's
natural resources over the years, a situation has arisen in which the volume
of rural food losses is increasing every year due to climate disasters. The only
difference is that every year the type of disaster changes: early spring frosts,
droughts, hail. However, surveys show that hail does the most damage. The
damage caused by hail is the greatest and this risk is present every year in
Lori and Shirak provinces. Those most affected are the potato, grain fields,
and perennial plantations. Agricultural insurance introduced in Armenia is a
cost compensation, which alleviates the situation but does not provide a
solution if there is hail in the region every year. It should be taken into
account that heavy hail damages the hayfields, but there is no compensation
for the damage to that resource. There is a need to introduce modern anti-hail
protection systems, which will reduce the risk of hail and compensate for the
remaining risks through agricultural insurance.

Problems related to
the introduced
agricultural

The agricultural insurance system introduced in Armenia has a number of
problems making farmers skeptical about the use of this toolkit. The most
important ones among them are:
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insurance and lack
of awareness

1. Low level of farmers' awareness of the activities, principles, and
insurance function of the "Agricultural Insurance™ system. Insurance
is denied due to a lack of information. The numbers of agricultural
insurance contracts signed in 2021 speak about that. In 2021, 1482
contracts were signed in the Lori province, and 64 contracts in the
Tavush province. (Source: Report of the Government of Armenia,
2022)

2. Lack of a monitoring system over agricultural insurance companies.
No control over the implementation of the process is in place today.

3. Farmers' vulnerability at the level of cooperation with the insurance
company.

Irrational use of
cooperative
resources.

Improperly established one-man governed cooperatives, serving the interests
of certain persons and not fulfilling the main purpose, with a number of
problems lead to the underestimation and disregard of the idea of
cooperation. Particularly large shortcomings and negative feedback are
related to the pasture user cooperatives, most of which are inactive or solely
managed.

Currently, the coutry has about 499 agricultural cooperatives and consumer
cooperatives operating in the agricultural sector and having different
agricultural orentations, of wich 82 (16.4%) are agricultural cooperatives and
417 (83.6) are consumer cooperatives® . Today, this resource is used at 30%
of its capacity, as that percentage of registered cooperatives operate. This
should also be considered a waste of available resources. There is a need to
develop a new approach to re-equipping, diversifying, transforming existing
cooperatives, and start using the existing resources properly.

The gap in
specialized
agricultural
consulting

In all provinces, in all enlarged communities, and all villages, the lack of
specialized agricultural advice is a priority. There is a great demand for
greenhouse specialists, agronomists, plant protectors, fruit growers,
veterinarians and stockbreeders.

e Lack of professional knowledge and the absence of a consultant hinder
the introduction of new crops by the farmers, just as they refuse to
cultivate high-value crops without finding a solution to the problems
encountered during cultivation.

e Incorrect, incomplete consultations lead to doubling the cultivation costs
and the low quality of the yield.

Lack of 3rd quality
raw material
procurement and
processing units

Only the first and partially second quality fruits and vegetables are procured
in the regions. No units for procurement and processing of 3rd quality raw
materials are in place in Shirak and Lori provinces. There are several small
productions in the Tavush region, but no processing of such agricultural
products is available in any of the Berd region villages. The third-quality raw
material is completely defective, while it makes up 10-25% of the total crop
by the product.

Problems of
cooperation

One of the issues raised during the meeting with the processors is the
symbolic connection of cooperation with the Chamber of Commerce and
Industry, which is not cooperation, but more of a demonstrative nature. Small

s1 https://www.mineconomy.am/en/page/1331
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between the industries have no direct contact with this structure, and so therefore are not
processors and the | aware of its functions. There is a need to review the cooperation and work
Chamber of approaches of the Chamber of Commerce and Industry. Develop a clear

Commerce and strategic plan and work in that direction.

Industry

Armenia is only self-sufficient in the production of a few of its agricultural products. It is highly
dependent on imports, especially for grain, potatoes, carrots, beets, and a number of other food
products of great importance. The three beneficiary provinces, Lori, Shirak, and Tavush, are very
diverse in their agricultural production, but due to the proper organization of production and the
reduction of food losses, they can ensure a stable volume of agricultural production. To this end,
it is necessary to support the reduction of losses at all stages of the agricultural food value chain.

7.1.2 CONCLUSIONS FOR EXPORT:

The export of goods and services of Armenia has moderately high contribution to its GDP. In
2020, the share of export of goods and services as percentage of its GDP was 29.8%, as stated by
the World Bank, 2022. The share of food products in trade, as stated by the Government of
Armenia, in terms of export volume in 2020 was 24.51%. The Netherlands, in the same year,
recorded the export of goods and services as percentage of its GDP 77.9%.

Armenia pursues liberal foreign trade policies. It is a member of WTO and a member of Eurasian
Economic Union. Access to Armenian markets of goods is liberal in terms of official border and
behind-the-border arrangements. Tariffs are low by international standards.

Armenia has established export promotion strategy. The Chamber of Commerce and Industry of
Armenia with its established representatives in 9 countries is responsible for conducting export
promotion activities. In addition, there are three business platforms, namely Business Support
Office, Enterprise European Network Armenia, and Access2markets, that provide support to
exporting companies. Despite it, there is a need to increase the efficiency of export promotion
activities, to enforce more intensive cooperation between government, businesses, education,
research and extension and to focus the efforts especially on building strong ‘Made in Armenia’
brand.

The export infrastructure improvements are as well taking place. The Government of Armenia has
introduced one stop one window principle to easy export procedures. The ferry transportation of
goods is expected to function starting from the end of June 2022, as an alternative to road
transportation. There are 12 logistic centers in Armenia, 9 out of 12 in Yerevan, 1 in Abovyan, 1
in Ashtarak, and one in Akunk village. However, there is no centralized storage, cooling/freezing
facilities where the export products of SME can all be collected.

The Export Insurance Agency ICJSC of Armenia insures Armenian resident companies against
the risk of nonpayment of foreign buyers. Insured companies are able to obtain Bank credits. The
Ministry of Economics is fully authorized to manage 100% packages of state owned shares of
ICJSC Export. In spite of it, there is still a need to create more possibilities for obtaining export
credit/export funds.

The logistic Performance Index (LPI) of Armenia, the indicator of the quality of country’s trade
and transport related infrastructure (1 = low to 5 = high) in 2018 was equal to 2.61. Thus, there is

a place for improvements.
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The main bottlenecks named by exporters are low price competitiveness, not established Brand
name ‘Made in Armenia, especially in EU market. Accordingly, limited trust level. Limited
sources and support to obtain market intelligence information, limited access to export credit, lack
of centralized storage, cooling and freezing facilities, and difficulty to meet standardization

requirements of importing countries.

Further bottlenecks based on literature and on producers statements are summarized in Table 25.

TABLE 25 EXPORT BOTTLENECKS

Level Bottlenecks

Producers, SMEs, other Exporters Producers

small production quantities,

low productivity, spoilage and loss during post-harvest
handling and transportation,

lack of knowledge about potential export market
opportunities,

lack of knowledge about foreign markets requirements,
lack of knowledge about export market product quality
requirements,

lack of knowledge about for export responsible
institutions,

lack of knowledge about export procedures and
necessary documents.

SME and other Exporters

difficulty to obtain for export necessary product
quantities of required quality,

high transaction costs, often high logistic costs related
to product collection and transportation,

especially high costs of refrigerated transportation (e.g.
fresh fruits and vegetables),

poor rural infrastructure

not optimal market linkages between the producers,
processors or exporters

lack of specially for export centralized storage capacity,
limited possibilities to obtain export credit or other
financial means

External Environment and Export
Policy

Note:

Armenia’s export ways especially in respect to large-
scale export rely mainly on road transportation

In case of delayed cargo transportation, spoilage and lose of
especially perishable goods, fresh fruits and vegetables, occurs

The government is currently implementing the measure aimed
at transportation of goods by ferry (ferries)

The Government of Armenia at the border has already
introduced the principle of one stop - one window

© “Shen” NGO

89



— Moderate quality of countries trade and transport
related infrastructure

— Moderate efficiency of existing export promotion,
export related infrastructure, export finance

Source: Own Presentation
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7.2 RECOMMENDATIONS

The analysis and relevant recommendations are carried out according to the supply chain approach. The following recommendations will provide a
reduction of food loss and waste at each stage of the value chain. The following is the role that Government, Donors, and local NGOs can play in the
implementation of these recommendations.

7.2.1 RECOMMENDATIONS FOR PRODUCERS

Production

Recommendation

Possible actions/interventions

Role of

Government and/
institutional bodies

International Donor organizations,
Embassies

Local NGOs, Foundations and other
organizations

Soil quality
restoration.

Ensuring access to field
research, proper quality
of the testing of
laboratory samples, and
accessibility.
Application of mobile,
portable laboratories.
Prediction of potential

pollution risks by
analyzing the results of
soil testings, and

recommending measures
to improve soil quality.
Promote the wuse of

complex fertilizers,
reduce the volume of
nitrogen unilateral
fertilization.

Train regional specialists,

e Legislative regulation
of soil quality
protection -
implementation of
fertile layer control.

e Update of the RA
agrochemical maps by
provinces.

Support  the  establishment of

demonstration farms to present:

e Operation of mobile soil-water
analysis laboratories.

e Experimental application of
complex fertilizers and
presentation of results.

e Training of local specialists.

e Presentation of the expertise in
this field.

e Provide professional advice to
regional specialists and farmers
on the potential of different
components of soil quality and the
negative impact of their
deficiency.

e Develop simple guidelines: on the
restoration of soil macro-micro
elements, providing fertilization
schedules.

e Raise awareness on modern
complex fertilizers, type and
composition of extra-root
fertilizers, application.

e Experiment with examples of
different crops in demonstration
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cooperative  members,
and other active groups
on land quality control,
improvement, up-to-date

fertilization methods,
compounds and
technologies through

ToT programs.

farms, demonstrate results
through practical and theoretical
training, and raise farmers'
awareness.

Land
consolidation on
the principle of
joint/cooperative
cultivation.

Consolidation of neighboring
lands under the condition of
protection of property rights
through joint cultivation on an
area of 5-20 hectares. Such as,

e Joint  cultivation  of
adjacent orchards and
vineyards.

e Planting new orchards
and vineyards on adjacent
plots as one unit.
Application of a single
irrigation system, rational
land use, proper human
resource  management,
proper orchard placement,
and establishment. Offer a
large quantity of high-
quality  fruit to the
exporter, and processor.

e Co-cultivation of cereals
and potatoes, application
of crop rotation.

Establishment of

cooperatives based on the

principle of joint cultivation.

Develop  short-term
plans to promote joint
land cultivation,

establishment of new
consolidated orchards
and vineyards.
Develop  short-term
support programs to
consolidate the joint
consolidated crop of
potatoes and cereals.

Support the implementation of
joint land development
demonstration programs.
Promote the introduction of
technologies for the rational use
and improvement of natural
resources such as land, and water,
in such projects.

Propose  programs to  donor
organizations and to the state:
e 5-20 hectare land

consolidation models for the
establishment  and  joint
cultivation of orchards and
vineyards.

e Land consolidation models
for 50-100 ha area on grain
crops, potato cultivation, crop
rotation, and joint storage,
consumption.

e Try to introduce such
demonstration models in the
definition of existing or newly
established cooperatives, and
present the results in other
provinces.

© “Shen” NGO

92




To unite the adjacent 50-100
hectares of land in the
cooperative, introducing a
single rotation scheme for that
area, joint cultivation and
joint sale of the crop.

Strengthening
cooperatives,
rational use of
agricultural
machinery,
specialists,
equipment and
resources of these
units.

e Development of new

business plans for existing
cooperatives in the
beneficiary provinces,
diversification of
activities, introduction of
new management models.
Establishment of new
cooperatives in the
beneficiary provinces,
offering food storage,
processing, or refining
services.

Equipping cooperatives
with new equipment to
reduce the cultivation
costs and crop losses.

e Defining the law on
cooperatives, by-laws to
promote more flexible
cooperation of
coopertives in the tax
field.

e Development of
cooperative support
subsidy programs.

e Support the implementation of
programs for modernization of
existing cooperatives,
diversification of activities.

e Contribute to the establishment of
new  cooperatives in  the
beneficiary provinces to reduce
food losses, such as refrigerated
food storage, processing, post-
harvest sorting, seed purification,
etc.

e Support the organization of
mutual visits to familiarize with
the international experience.

Develop models for donors to
rationalize the potential of
existing cooperatives, increase
work efficiency, and strengthen
capacity. Introduce these models
through demonstration programs
and promote the idea.

Propose programs for
cooperative management,
strengthening the potential of
specialists, which will contribute
to the activation of the activities
of cooperatives in the region and
the restoration of the very idea of
cooperation.

Develop and propose models for
new cooperatives providing food
loss reduction services in the
beneficiary regions.

The mapping of
perennial
plantations will
allow making
accurate
predictions about
the fertilizers

Digitize and map
information on perennial

land plots;
Refine agro-climatic
zoning methodology,

taking into account the
forecast of climate change

With the introduction of
high-tech technologies,
including drone systems,
satellite  imagery, GIS
systems, implement a real-
time update of cadastral
maps and make new
mapping.

Assist in  testing demonstration
examples, digitize information on
agricultural land on the example of
one or more enlarged communities.

Establish an electronic platform
to provide local authorities with
appropriate information.
Experiment with the example of
one or more enlarged
communities as a demo model
and inform other communities.
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needed for
cultivation, the
expected harvest,
and reduce losses.

and physiological data of
plants.

e Create an  electronic
platform for agro-climatic
maps and the established
methodology.

e Teach and introduce the
advantages of implementing such
systems, application features.

Upgrading
Infrastructure on
Hydrometeorolog
y Atmospheric
Phenomena:
Defining Enlarged
Communities.

Provide a toolkit for raising
awareness of farmers and
access to information in each

enlarged community:
placement of information
boards, climate information

platform, etc.
e Increase the number of
meteorological stations
to reduce the error rate.

e Connect modern
aeronautical stations
installed in

demonstration farms to
the general system to
"receive  information”
from those stations.

e In each village
municipality, install
"Hydro-aeronautics and
atmospheric phenomena
boards/screens” that will
be attached online to the
general system so that
they can see weather
forecasts in their village.

Ensure cooperation
with the MES systems,
possible cooperation
with hydro-nuclear
stations, for receiving
information.
Installation of "Hydro-
aeronautical”
boards/screens "in
large communities will
help improve the
quality of agricultural
insurance.

Assist in the implementation of

infrastructure modernization

programs related to

hydrometeorology and

atmospheric phenomena.

Contributing to:

e Application of climate change
mitigation measures.

e Defining the correct harvest
and sowing dates.

e Raising awareness of
expected climate risks.

Develop and suggest programs

through specialists

e Raising public awareness on
hydropower and atmospheric
phenomena through electronic
boards.

e Conduct ToT training in large
communities on the proper use
of the information obtained from
similar platforms.

e Introduction of tools for
determining the correct timing
of grain, potato and other crop
harvesting, sowing and other
cultivation functions.
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Improving climate
disaster mitigation
systems,
providing
protection,
warnings,
effective measures
and access to
environmentally
friendly
agricultural
products.

e Improving the
agricultural insurance
system, raising
awareness.

e Introduction of
modern anti-hail
protection systems.

e Improving access to
environmentally
friendly agricultural
products, knowledge
of these pesticides and
fertilizers.

. Introduction of
agricultural insurance
packages for
strawberries, raspberries
and other berries.

o Introduction of
agricultural insurance
packages for damage
from strong winds and
hail for greenhouses and
smart farms.

o Introduction of
monitoring system over
agricultural insurance
companies. There is no
control over the
implementation of the
process today.

Support for programs to mitigate the
damage of natural disasters and
increase farmers' knowledge in this
field.

Awareness of farmers on the
details of the introduced
agricultural insurance process,
farmer's rights and
responsibilities.

Work with agro-product
importers, awareness of new
fertilizers, ecologically harmless
preparations. Promote the import
and use of organic, biological
medicines.

Introduction of
modern
agricultural
machinery,
upgrading of
combine
harvesters, failure
of used equipment
with more than 40
tons of wear and
tear to reduce
emissions.

Replenishment of a new
batch of harvesters,
updating of existing
equipment. In the case of
overcrowded combines,
they do more harm than
good.

Establishment of mobile
technical inspection
stations for agricultural
equipment. This will
allow conducting on-site
inspections of large-scale
agricultural machinery.

Compulsory technical
inspection of
agricultural equipment.
Define normative legal
acts, rules, standards
and technical norms,
through which to
prevent the operation of
obsolete equipment.
Development of
subsidy programs for
large communities for
the purchase of
harvesting machines.

e Support for demonstration
and experimental programs.

e Introduction to international
experience.

e Organizing reciprocal visits.

Development and implementation
of programs for the operation of
rural machinery, the introduction
of modern equipment and
experimental crops.

Preparation and implementation
of training courses for
mechanization specialists.

Study of modern agricultural
equipment necessary for the
Republic of Armenia,
presentation of models.
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e Introduction of equipment
used in modern orchards
and vineyards.

e Strengthening the capacity
of cooperatives by adding
new couplings for existing
equipment.

e Supply of necessary
harvesting and sowing
techniques for
communities specializing
in potato, carrot, beet
cultivation.

Organizing reciprocal visits for
mechanics to countries with
extensive experience.

Implementation of

e Promotion of local

e Development of state

Support for the establishment of

Elaboration of business model

local seed secondary seed support programs, demonstration farms, seed farms. development programs for seed
breeding and seed production. customs clearance Supporting cooperation with farms;
quality e Strengthen the capacity of pnwleg«_es fO( import of leading international seed farms. Development of contract farming
improvement existing seed farms to super elite-elite seeds, Support capacity-building model implementation programs
P maintain and improve planting material. programs for existing seed farms. for seed farms.
measures for seed quality. Through such Strengthening professional
cereals and e Capacity building of measures, the quality of knowledge and capacity of seed
potatoes. cooperatives: Equipping the seed material farms.
with seed purification and imported to Armenia Establishment of seed
sorting equipment. will be indirectly cooperatives, development of
improved, which will capacity-building programs.
be reflected in a chain
effect on the yield of
those crops.
Agricultural Accepting the enlarged Develop state support Supporting programs for training Development and

consultation,
accessibility and
quality
improvement.

community as a starting point
in the beneficiary regions,
implement the following for
the enlarged community:

programs with the Ministry
of Education to train rural
youth specialists.

agricultural specialists and
increasing the agricultural
knowledge of young people.

implementation of training
courses for farmer consultants.
Compile specific guidelines
according to the nature of the
main production chains of the
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Improving the quality
of agricultural
consulting.

Training of regional
specialists.
Involvement of young
people in the
establishment of
demonstration farms.
Implementation of
special extra time
courses related to
agricultural
innovations in high
schools.

Support for farmers'
qualification-training courses for
farmer-consultants.

enlarged community and the
required professional advice,
where farmers will find the
information they need. Make this
guide available online to all
members of the larger
community.

Introduction of
pasture, grassland,
forage soil
quality, and
vegetation
improvement
systems.

Reduce the wider use
specific load of
highland pastures and,;
Encourage the
cultivation of
irrigated, waterless
perennial legumes to
form a stable fodder
base and reduce
overgrazing.
Experiment and
suggest sowing new
grass mixtures widely
used in international
practice, which are
several times more
caloric than alfalfa.
Introduce anti-erosion,
soil protection, agro-

Set a clear fine for
early spring (after
snowmelt) and late fall
grazing.

Prohibit leasing of
areas contaminated
with poisonous
grasses, rocky,
degraded areas and
implement
improvement works
with state funds.
Provide pastures for
use, provided the
tenant commits to
improving those areas.
Organize and carry out
inventory, passporting
to describe the actual

Support the presentation of
demonstration models to
improve the quality of soil,
pastures, grasslands, meadows.
Introduction of international
experience.

Training of local specialists.

Develop programs with
professionals on a demonstration
basis. Programs should promote:
Develop field feed production to
mitigate the harmful effects of
the overcrowded and
unsystematic operation of natural
forage areas.

In the areas of aquaculture, in the
field of crop rotation, a large
place should be given to the
circulation of annual, perennial
cereals, butterfly-flowered fodder
crops.

To develop and implement a set
of agro-measures in the form of
superficial and radical
improvements for the
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technical, as well as
phyto-ameliorative
measures to maintain
and increase the
fertility of cultivated
lands, as well as the
efficient use of
moisture.

Create all favorable
conditions for the
organization of the
term operation of
remote pastures, as
well as for the
management of timing
and methods of
operation of natural
feeding areas of
community
importance.

condition of natural
forages, meadows.

maintenance and improvement of
vegetation in the meadows.

e Propose plans and models for the
establishment of protective forest
layers, which will mitigate the
negative impact of land
reclamation, wind erosion,
drought.

e Development of effective pasture
rental and management
programs.

Application of
modern agro-
technical
measures in the
cultivation of
traditional
valuable crops.

Establishment of
perennial plantations -
selection of the right
type and varietal
composition.
Application of modern
agricultural
technologies.

Cost optimization and
farm coordination
mechanisms.

Schemes of the correct
application of
agricultural products

Propose seed
production of valuable
local varieties and
types, planting
material breeding
through state subsidy
programs.
Rehabilitate irrigation
systems in widespread
crops by subsidizing
large communities.

Facilitate the study of large
communities to enjoy valuable,
promising crops; provide modern
technologies for their cultivation.
Implementation of demonstration
programs: presentation of various
soil cultivation equipment, mills,
no-till sowing machines, on
modernization of harvest and
cultivation, reduction of
expenses.

It is necessary to develop programs
for the introduction of valuable
traditional crops, which will include:

e Application of modern agro-
technical technologies.

e Cost optimization and farm
coordination mechanisms.

e Schemes of the correct
application of agricultural
products.

e Introduction of water-saving
systems.
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Introduction of water-
saving systems.
Research and use of
drought-resistant and
heat-resistant varieties

Presentation of drought-
resistant and heat-resistant
varieties.

Development of cultivation
guidelines/methodologies to

and hybrids, ensure access to this

especially local information on online

varieties. platforms.
Supporting the Support the o Development of a state | To support the introduction of Introduction of innovative
beekeeping sector development of subsidy program to innovative approaches to beekeeping approaches to beekeeping,
as a highly organic and traditional support the and the implementation of programs development of programs.
profitable one, an beekeeping. development of that promote the development of this Preparation of programs for
effective business Facilitate the : collective beekeeping and
model for women provision of beekeeping. sector. beekeepers' cooperatives.

and youth
involvement.

affordable laboratory
quality control
services for bee
products.
Establishment of
beekeeping
cooperatives, where
only women and
young people can be
involved.

Equip with the
necessary equipment
for squeezing and
storing honey, making
a candle.

SSFS should promote
the provision of
affordable laboratory
control services for the
quality control of bee
products in the
regions.

Implementation of training
programs for beekeepers .
Development of business
models for making different
types of honey, beeswax and
production of other products
and introduction in the form
of experimental models.
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Post-Harvest Storage

Recommendation

Possible actions/interventions

Role of

Government and/
institutional bodies

International Donor
organizations

local NGOs and Foundations

Establishment of post-
harvest sorting, refining
and storage units for
cereals

Establishment of units for grain
sorting and refining services,
which can also be done by
upgrading cooperatives
Establishment of grain storage
units, which will reduce the sale
of grain directly from the field.
Conservation will provide
additional income
Establishment of seed
purification units in parallel with
secondary seed farms
Establishment of pea, green pea,
lentil sorting and storage units

Development of short-term
state support programs for
the establishment of
postharvest storage,
refining, sorting units and
micro-enterprises carrying
out grain storage.

To support the
establishment of
demonstration models of
small business units
carrying out postharvest
grain storage, sorting and
refining

e Development of
business plans for small
business unit
implementing the
postharvest storage,
sorting and refinement
of cereal crops,

e Presentation of these
business models within
demonstration farms
and cooperatives.

e Implementation of
training courses on the
main provisions of
grain crop storage.

Establishment of food
storage facilities for
potatoes, carrots and

beets in Shirak province.

Establishment of refrigeration
facilities for food storage of
potatoes, carrots, beets through
the establishment of marketing
groups or the establishment of
cooperatives providing similar
services.

Introduction of modern tuber
sorting and washing equipment
Practical training of working
groups to work with similar
refrigerators.

Development of short-term
state support programs for
refrigerated storage units for
tubers for the procurement
of raw materials and
equipment.

e Support the
establishment of
demonstration units
for refrigerated fruit
storage facilities .

e Introduction of
European experience
and training of local
specialists.

e Development of
business plans for small
business units
implementing the
refrigerated storage of
food potatoes, carrots,
beets.

e Establishment of
demonstration models of
refrigerated vegetable
storage and the
publication of results.

e Implementation of
training courses on
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postharvest storage of
similar crops.

Promotion of fruit and
berry storage
refrigerators, fast
cooling units in Lori and
Tavush provinces.

Establishment of refrigeration
units for short-term storage of
wild fruits, berries and greens.
Establishment of refrigeration
units for long-term storage of
subtropical fruits: pineapple,
pomegranate, figs.

Training of fruit and vegetable

Development of short-term
state support programs for
the storage of fruits,
vegetables, berries and
other agricultural raw
materials:
e Establishment of
refrigeration

Support:

e Establishment of
demonstration
units for fruit and
berry storage
refrigerators.

e Introduction to
international

e Training on post-
harvest storage and
sorting.

e Organizations of
reciprocal visits in the
Republic of Armenia.

e Professional experience
exchange visits to EU

preservation specialists in all facilities. experience. and neighboring
beneficiary regions. e Equipment e Introduction of countries.
Equipping existing refrigerators upgrades. modern e Training of specialists
with modern equipment. e Provision of raw equipment. in the operation of
Establishment of procurement materials for modern refrigerators.
points for refrigeration storage storage.
services through marketing
groups or cooperatives.
Processing
Recommendation Possible actions/interventions Role of

Government and/
institutional bodies

International Donor

organizations

local NGOs and Foundations

Establishment of small
processing units for
procurement of third-
quality fruit: promotion
of juices, canned food,
jams and other
productions.

Establishment of below-average,
third- quality fruit procurement and
canning units.

Promotion of small business units
using cold juice production
equipment.

Establishment of women's
cooperatives for the production of
jams and confitures.

Free training courses for
small processing enterprises
supported by the state and
the SSFS on the Inspectorate
standards, criteria and basic
requirements.

e Facilitate the
formation of small
business units for the
procurement and
processing of third-
quality raw materials.

e Support the
establishment of
small demonstration

e Development of business
plans for the
establishment and
diversification of small
processing enterprises.

e Contract farming,
investment in purchasing
quality raw materials.

e Establishment of
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e Establishment of small business
units for the production of fruit
vodka.

Promotion of third-
quality potato
processing products:
flour, chips, etc.

e Establishment of low-quality potato
procurement and processing units

e Establishment of small business
units for the production of baby
food and semi-finished potato
products

Promotion of third-
quality potato
processing products:
flour, chips, etc.

o Establishment of low-quality potato
procurement and processing units
e Establishment of small business
units for the production of baby
food and semi-finished potato
products

productions.

¢ Upgrading existing
small businesses with
new equipment.

Equipment
modernization at the
level of small business,
family business and
cooperatives.

To support the introduction of a
number of equipment for the
diversification of products at the level
of operating small businesses, family
businesses, cooperatives

e Rapid cooling systems

e Canning
e Introduction of Tetra pack systems

Compilation of SME
support packages for milk
procurement and milk
processing:
e Equipment,
e For the procurement
of raw materials

To support the
establishment of
demonstration farms

Increase in milk
procurement through the
establishment of new
procurement points and
the re-equipment of
existing small and
medium-sized
processing facilities.

e Equipping with various production
equipment of dairy products.

e Establishment of milk collection
points in remote pastures.

e Establishment of specialized milk
transfer units by refrigeration
machines, service units.

Equipping with diversification

equipment for sour cream, cottage

cheese and other dairy products.

Compilation of SME
support packages for milk
procurement and milk
processing:

e Equipment,
For the procurement of raw
materials.

To support the
establishment of
demonstration farms.

demonstration units,
presentation of best
practices.

Reciprocal visits to
similar productions in
Armenia.

Facilitation of new
businesses to participate
in agro markets, to
present their products in
supermarket chains.
Compilation of
methodological manuals
on technological
processes.
Implementation of small
business accounting
courses.
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Packaging

Recommendation

Possible
actions/interventions

Role of

Government
and/
institutional
bodies

International Donor organizations

local NGOs and Foundations

Equipping with
packaging
equipment.

Compilation of
SME support
packages for the
necessary
equipment
purchase.

e Support the establishment of demonstration
farms.

¢ Contribute to the introduction of international
experience.

e Training of experts in the field of packaging.

e Support the packaging and labeling of small
pilot productions, new products.

o Facilitation of new businesses to participate
in agro markets, to present their products in
supermarket chains
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7.2.2 RECOMMENDATIONS FOR EXPORT

General Recommendations:

To look for alternative transportation ways to the road transport — (ferry transportation
service measure is on the process of implementation by the government of Armenia, see

above).

To focus the export on processed products, especially products made from unique local
varieties, such as grape and apricot

To implement better export promotion, improve export related infrastructure, export
finance to link SME (small scale) to multinationals. (Learned from best practice examples
— Sub-chapter — Best Practice Examples).

Particularly

In export promotion:

As shown in best practice examples different types and combinations of export promotion agencies
and strategies can be beneficial

1.

Following the experience of Netherlands, Germany, Denmark, and Spain Armenia will
benefit by bringing together all relevant stakeholders, e.g. ministries, other public actors,
business organizations, etc., to develop and implement a joint export promotion and
branding of Armenian products, particularly agricultural and food products. The particular
role of private businesses in trade need to be recognized, the public private partnerships
can be more intensively build while implementing export promotion activities following
the example of Netherlands.

Following the experience of Netherlands, Germany and Spain, the wider network of
agencies such as embassies and consulates overseas and development cooperation can
more intensively be integrated in export promotion activities and open the door for
businesses

German experience of GTAI, the provision of market intelligence service, shows a good
example how to support to SME or other exporters.

The experience of Netherlands shows how to put emphasis on the role of Government as a
business facilitator, to effectively developing public private partnerships and to integrate
private businesses in implementing export promoting policies and international investment
strategies.

Following the experience of Netherlands to integrate businesses together with
governmental institutions to monitor the food safety and quality, to ensure market access
requirements.

To intensify the participation in fairs, ensuring permanent presence of Armenian exporters.

The Czech experience of export-promotion agency shows how to improve the exporters’
ability by providing combined marketing, research and training activities.

In export infrastructure:

7.

Following the experience of the Netherlands Armenia can establish centralized storage
104
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facilities near export points, as well as cooling/freezing facilities.

8. The intensive integration of digital technologies following the example of Netherlands
Germany, Denmark and Spain will give Armenian exporters the possibility to efficiently
use the time and sell on competitive price (using auctions), will support companies
internalization, will benefit from participation in digitalized trainings.

In export finance:

9. Learning from experience of Netherlands, Germany, Denmark, Spain, and Italy, Armenia
can adopt diversity of models, public sector for export credit guarantees, partnership with
private sector, support from business, for providing the possibilities of obtaining export
credit and export funding
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TABLE 26 SUMMARY OF RECOMMENDED INTERVENTIONS OF DIFFERENT STAKEHOLDERS

Role of

Government and Governmental

o International Donor Organizations Local NGOs
Institutions

- Increase international —  Fund export readiness raising - Build skills by
competitiveness, by supporting programs providing trainings on
export priority sector — Fund digital technology trade, food safety and
development/ subsidies/ other integration programs quality, identification
governmental programs - Fund for export meant of potential sales
- Invest in  exporting infrastructure storage, oportunities
industries and  technology cooling/freezing development — Do advocacy for
acquisition programs building

—  Attract foreign investments — Fund export insurance — Build trade
by creating favorable regulatory development programs, consult the alliances

framework governmental agencies and private — Provide trade

— Act as business facilitator
— Build public private
partnerships to share the cost,
Co-finance option for
exporters—  Conduct export
promotion focused on Branding
— Build public, private
partnerships

— Provide regular Funding/ co
funding for participation in
Foreign Trade
Fairs—  Organize trade fairs
- Provide export credit
guaranty funds/actions
—  Provide market intelligence
service provision
—  Support the integration of
digital technologies in
trade/auction organization
— Integrate wider network of
agencies such as embassies and
consulates overseas and
development cooperation

— Support  cooperation
between government,
businesses, education, research
and extension

—  Combine export promotion
and invest in activities
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agencies

— Fund programs for export
platform/  counselors  network
building programs

microcredits

—  Provide co funding
for technology
acquisition in export
priority sectors
—  Build partnerships
between NGOs and
businesses

- Facilitate
combined  marketing,
research and training
activities

- Develop
export/trade risk
assessment tools,

provide trainings
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ANNEX 1 LIST OF THE PARTICIPANTS IN GROUP DISCUSSIONS IN THE MARZPETARANS OF
TAVUSH, LORI AND SHIRAK MARZES

Name/Surname

Field of work

E-mail

Phone
number

Shirak Munecipality, Group discussion 29.03.2022 Gyumry

Albert Ayvazyan

RA Shirak Deputy
Governor

091236114

Artak Khachatryan

Ann. GKNM adm. Head
of Shirak department

artak.khachatryan69@mail.ru

091013541

Roman Hamayakyan

Head of the Department
of Agriculture and
Nature Protection of
Shirak Marzpetaran

romhamayakyan@mail.ru

098000434

Andranik Nalbandyan

Head of Agriculture
Department

andnalband@mail.ru

094343590

Arayik Harutyunyan

Chief Advisor to the
Shirak Division of the
RA Ministry of Foreign
Affairs

ara.harutyunyan1978@mail.ru

093200251

Hrant Torosyan

Chief Specialist of the
Agricultural Department
of the RA Shirak
Marzpetaran

hrant.torosyan.84@mail.ru

077445459

Aram Vardzelyan

Chief Specialist of the
RA Department of
Agriculture

aram.vardzelyan@inbox.ru

043893043

Lori Munecipality, Group discussion 31.03.2022

Gyumry

Arus Tumanyan

Lori Marzpetaran
Agriculture l.
Department of Nature
Protection

39051153@e-citizen.am

093669871

Samvel Markosyan

Lori Marzpetaran Land
Development
Department

077729698

Nazar Manukyan

Lori Marzpetaran Land
Development
Department

094910820

Tavush Munecipality, Group discussion 01.04.2022 Gyumry
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Department of
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Arkadi Amirkhanyan | Agriculture and Nature _ 093425356
Protection

Zaramyil Mardanyan GKHNMV Department zarmayilmardanyan@gmail.com | 094469607
of Tavush
Department of

Garik Melgonyan Development Plans, garikmelkonyan83@icloud.com | 094006062
Tourism L Analysis
Land Management and

Artsrun Nazaryan Land Use Department nartsrun@rambler.ru 094005598

. . Land Management and . . .

Serine Mirzoyan Land Use Department serinemirzoyan1989@gmail.com | 094336464
Department of

Vagharshak Sugoyan | Agriculture and Nature 077771007
Protection
Department of

Grigor Paytyan Agriculture and Nature tavush.gyugh@mta.gov.am 094332281
Protection
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ANNEX 2 LIST OF PROCESSORS PARTICIPATING IN GROUP DISCUSSIONS IN TARGET MARZES
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Name/Surname Region / Community: Field of work B
number
Shirak Processors, Group discussion 29.03.2022 Gyumry
. . Voghji Administrative
Norayr Mkrtchyan Shirak region/Saratak Manager, Milk Processing 093326622
. . . Shirak Agrarian-Peasant
Gurgen Yeghoyan Shirak region/ Amasia Unit NGO 094823861
Seyran Yervandyan Shirak region/Bayandur Agricultural processing 098794878
Martin Sargsyan Shirak region / Mets Sariar Beekeepmg, agricultural 098196296
processing
Koryun Sumbulyan Shirak region / Bavra Buckwheat processing 077505017
Gor Petrosyan Shirak region / Meghrashen lrenep()j(;rt of cereals, potato 093999972
Gagik Gevorgyan Shirak region / Hacik Agriculture /seed breeding | 094840660
Jemma Harutyunyan | Shirak region/Amasia seed breeding 094001203
Artur Manukyan Shirak region/Amasia Head of community 098055040
. . . Gy.hod.ogt.Head of
Artem Davtyan Shirak region/Amasia Department: 094247477
Artavazd Ghukasyan | Shirak region/Amasia potato seed producer 093829047
Artsrun Igityan Shirak region/Akhuryan seed breeding 098823010
Vardan Ikilikjan Shirak region/Akhuryan seed breeding 094655655
Levon Kondyan Shirak region/Ashocq potato seed importer
. . Deputy Mayor, seed
Artash Manukyan Shirak region/Ashocq breading 094824619
. . . . 093700079/
Artak Gevorgyan Shirak region/Ani seed breeding 093880030
Martiros Darbinjan Shirak region/Ani Head of community 077751234
Vardan Shirak region/Artik cereals seed breeding 093353638
. . . . Head of Agriculture
Ashot Paskevichyan | Shirak region/Artik Department 093747224
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Gyulvard Sahakyan

Shirak region/Artik

Chief Specialist of the
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Agricultural Department 094927528
Lori Processors, Group discussion 31.03.2022 Gyumry
Edmon Hovhannisyan | Lori region/Saramej seed production 098113028
Narek Nalbandyan Lori region/Kurtan Farmer_/ ricro-greens 055130800
production
Edgar Hovhannisyan | Lori region/Saramej Farmer_/ rmicro-greens 093303097
production
Sasun Asatryan Lori region/Spitak Ell_rce:ctor of Agroholding 094400881
Alegsandr Ghukasyan | Lori region/Hobardzi Milk processing 093874477
Tigran Nalbandyan Lori region/Kurtan Farmer, cheese production | 094402325
Migayel Alaverdyan | Lori region/Hobardzi Farmer( rmicro-greens 098656768
production
Narek Abrahamyan Lori region/Shenavan Beekeeping 041616162
Hmayak Sargsyan Lori region/Shenavan Beekeeping 055284290
Sasun Goshyan Lori region/Vanadzor Ell_rgctor of Fammafood 055620575
Armen Niazyan Lori region/Aqori reseller, 098762214
Arsen Maghagyan Lori region/Tumanyan reseller, 093881532
Hamlet Niazyan Lori region/Alaverdi Gardener 043595700
Eduard Mnacakanyan | Lori region/Shahumyan Processing 077251165
Hovhannes Fidanyan | Lori region/Vanadzor Gardener, fruot processor 093226977
Vardan Vardanyan Lori region/Gogaran Milk processing 093580758
Garik Manukyan Lori region/Vanadzor Milk processing 093440320
Tavush Processors, Group discussion 01.04.2022 Gyumry
Vardges Petikyan Tavush region/Haxtanak Reseller, 094953020
Gagik Aghabekyan Tavush region/Koxb D|re(|:'tor o Qreen Vlllage 098763765
LLC" processing enterprise
Private enterprise, fruit
Artur Khachatryan Tavush region/Aygehovit | storage, processing, 094995195
refrigeration, dryer
Garegin Khachikyan | Tavush region/Koti Nursery, fruit growing 093233282
Gagik Evanesyan Tavush region/Kaoti Gardening 094030907
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. . Tavush . . :

Hajk Xulijanyan region/Noyemberyan Recycling, Refrigeration 093189009

Ararat Gevorgyan Tavush region/ljevan <<Ar_aspe|>> JV Marketing 093781090
activity
Consumer group of

Emma Hakwbyan Tavush region/Gandzagar | "Emulik" milk producers 077469607
LLC

113

© “Shen” NGO



ANNEX 3 LIST OF COOPERATIVES PARTICIPATING IN GROUP DISCUSSIONS IN TARGET MARZES

Name/Surname Region / Community: Field of work AL
number
Shirak Cooperatives and farmers, Group discussion 29.03.2022 Gyumry
Gevorg Varosyan Sh"e.lk region / Agriculture 098979649
Mayisyan
Hermine Shirak region / Agriculture 098743533
Gevorgyan Mayisyan
Arestak Petrosyan Shirak region / Agriculture, cooperative 098999914
Meghrashen member
Aristakes Shirak region / .
Chashoyan Aygabac Agriculture 094927380
Samvel Shirak region / Voxji, Processor 098643271
Voshkanyan Haykavan
Seyran Voskanyan | Shirak region/Azatan Agriculture, cooperative 098184888
member
Shirak .
Ara Sergoyan region/Akhuryan Agriculture 093359699
. . . . Head of Agriculture
Ashot Paskevichyan | Shirak region/Artik Department 093747224
Mkrtich Sahradyan | Shirak region/Artik Cooperative member 077772102
Torosyan Artyom Shirak region/Artik Cooperative member 098565606
First class specialist of
i . . the Department of
Sergey Aleqyan Shirak region/Artik Agriculture and
Environment 093123010
Lori Cooperatives and farmers, Group discussion 31.03.2022 Gyumry
Merujan Gharibyan | Lori region/Getavan Farmer 099313555
Gegham Lori region/Saramej Farmer 094602622
Karapetyan
Edmon N .
. Lori region/Saramej Farmer 098113028
Hovhannisyan
Hmayak Lori region/Kurtan Cooperative member 099221187
Harutyunyan
Narek Nalbandyan | Lori region/Kurtan Farmer 055130800
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President of "Dzori hask"

Anush Sargsyan Lori region/Debed . 098128779
cooperative

Edgar . :

. Lori region/Saramej Farmer 093303097

Hovhannisyan

Valter Martirosyan | Lori region/Vahagni ChalrmarT of WMOFS 093695071
Cooperative

Misha Ohanyan Lori region/Vahagni Member 9f WMOFS 077531718
Cooperative

Fyodor Sahakyan Lori region/Vahagni Member (.)f WMOFS 098019176
Cooperative

Vachik Qochinyan | Lori region/VVahagni Member (.)f WMOFS 077977663
Cooperative

Alegsandr Lori region/Hobardzi Farmer 093874477

Ghukasyan

Tigran Nalbandyan | Lori region/Kurtan Farmer 094402325

Mkhitar Mkhitaryan | Lori region/Shenavan ]S;(;r(;[;erratlve member/ 077570757

N Cooperative member /

Vahe Nalbandyan Lori region/Kurtan 095123200
farmer

Alvard Davoyan Lori region/Gyulagarak | Healthy food cooperative | 094779435

Martik Virabyan Lori region/Lernancq cooperative 093727761

Arsen Harutyunyan | Lori region/Lernancq cooperative 077288158

Tavush Cooperative

s and farmers, Group discussion 01.04.2022 Gyumry

region/V.Tsaxkevan

"Agricultural

. Tavush i .

Vanik Abrahamyan region/Aygedzor Fruit growing 077475624

Vanik VVoskanyan Tavush region/Chinar Gardening 093228027
Tavush .

Gexayr Zurnachyan region/Haxtanak Cooperative member 093353734

Xoren Aslanyan Ta\{ush farmer 095303996
region/Berdavan

Vardan Zurabyan Ta\{ush Cooperative member 077280728
region/Berdavan

Mher Nigoyan Tavush region/Navur Cooperative member 094877609

Hayrik Khazaryan | L2vush Chairman of the 098616400
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Development™
Cooperative

Chairman of "Tavsho

Gor Abrahamyan Ta\{ush Hatik" Agricultural 077888038
region/Norashen ;
Cooperative
Feligs Meligyan Tavush region/Kaoti Chalrmfm of Borgler 093779070
Farmer" Cooperative
Gagik Evanesyan Tavush region/Kaoti Gardening 094030907
Rafik Ohanyan Tavush Ptghavan agric. consum. 094570757

region/Ptghavan

» Ccoop president
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