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DEAR COLLEAGUES,

Each country is as strong as its economic foundation. One of the most important
components of Armenia’s economic foundation is its processing industry, which
is not only a major factor in Armenia's economy, but also represents a significant
share of the country’s population with its unique traditional culture.

The processing industry is closely interconnected with the agricultural sector,
since the largest section of the processing industry is the food industry. These two
segments of Armenia's economy greatly affect each other. The development of the
processing industry is highly dependent on the growth and production capacity of
the agricultural sector.

The processing industry has its own unique niche in the economy of Armenia,
making up a large share of both gross agricultural output and GDP. Although the
processing sector is well developed, it is nevertheless important to improve value
chains, regional integration, development of new technologies, strategic planning
and other services.

The processing sector also makes up a significant share of non-utilized resources,
and the rational use of these resources can lead to significant results. In December
2011 the Government of the Republic of Armenia approved “The Export-Led
Industrial Policy Strategy”, in which agricultural food processing was treated as a
sector of crucial significance.

Given the importance of the sector and its need for governmental support, Armenia
closely cooperates with industry enterprises, creating opportunities to strengthen
their cooperation with one another as well as with foreign partners, thereby helping
to achieve the objectives of the strategy.

This Guide will serve as a useful information source both to local and foreign
agricultural food processing companies. It is aimed at increasing the efficiency of
the food processing and related sectors, with the goal of establishing favorable
conditions for further development of the processing industry, increasing
productivity, enhancing investments, and increasing export volumes in this
traditional, yet young, sector.

OURS SINCERELY,
KAREN CHSHMARITIAN
HE MINISTER OF ECONOMY OF THE REPUBLIC OF ARMENIA



DEAR INVESTOR,

Due to Armenia’s climate, food products manufactured in Armenia acquire high
quality and taste features enjoyed by many countries around the world. With
increasing competition in the global food market, Armenian food manufacturers
continuously introduce new technologies to improve efficiency at all levels of the
supply chain, including manufacturing, packaging, processing and marketing of its
agricultural products.

The publication of this Guide is of great importance, as it provides comprehensive
information to all players in the food value chain. It will contribute to improved
cooperation between rural households, agro-food processing companies, and
agricultural product marketing entrepreneurs; to the development of new projects
and ideas aimed at improving the quality of agricultural products; and to the
production of new high value and competitive products.

The Government of the Republic of Armenia is constantly expanding and improving
public support tools for the agro-industrial complex, for both rural households

and companies that process agricultural food and export finished products. This
support enables small rural households to receive greater value added by means of
creating, expanding and merging co-operatives and ensuring rational use of scarce
land resources.

| know that this Guide will be a useful source of information to businesses operating
in Armenia's agro-industrial complex, and that it will help them achieve the above
mentioned goals as well as increase the level of food safety and self-sufficiency in
Armenia.

OURS SINCERELY,
ERGO KARAPETYAN
HE MINISTER OF AGRICULTURE OF THE REPUBLIC OF ARMENIA
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INTRODUCTION

\

FOOD PROCESSING IS
ONE OF ARMENIA'S
LEADING ECONOMIC
SECTORS

Food processing is one of Armenia's
leading economic sectors and is a high
priority for the Government of Armenia.
The sector's strengths include the high
quality of local agricultural products,
modern production capacity, availability
of qualified workers, and relatively

low labor costs. Experts consider the
Armenian food processing sector to
have high development potential,
particularly through the promotion of
foreign cooperation and investments.

Armenia's food processing industry
makes up about 6% of its GDP, or 900
million USD, with an annual growth
rate of 10% over the past five years.
Exports of Armenian processed foods
have been increasing immensely over
the last five years, at a rate of 30% per
annum for all sub-sectors. Investments
in the sector amount to about 45% of
the country's total industrial investment.
As the sector continues to experience
this rapid growth, significant efforts are
underway to implement legislative and
institutional reforms that will improve

MAIN MACROECONOMIC INDICATORS, 2009-201

Gross Domestic Product (USD

~ billion) :
| ((:aargistz I(Dﬁgng)snc Product per 2,666 .
Industry -6.9
Agriculture 6.0
Services -3.3
Inflation (year-end) 6.5
Investment (USD million) 935.5 .
Exports FOB (USD million) 710.2 |
Imports CIF (USD million) . 3,3211 .
] USD/AMD exchange rate !

(average)

363.3

the quality and safety of food produced
in Armenia as well as boost export
volumes and geographical expansion.

There are opportunities for
manufacturing high-value and

organic production, processed and
unprocessed fruits and vegetables with
modern packaging and compliance
with the international food safety
standards.

This Guide to the Armenian Food
Processing Sector presents an overview
of the food processing sector in
Armenia, the conditions under which
food processing companies operate,
and investment opportunities. It is
intended to supplement the broader
“Investment Guide ¢ Armenia 2013”

for investors specifically interested in
the food processing sector. The Guide
focuses on six specific food processing
sub-sectors: wine and brandy; juice;
meat and meat products; dairy; dried
fruits; and, processed fruits, vegetables
and herbs. =

3
8.7 9.3 101 9.9 104

2,844 . 3,102 . 3,290 . 3,447 .
9.2 . 13.5 . 7.0 . 6.8 .
-16.0 13.7 9.5 7.6
4.1 . 5.0 6.5 3.6
9.4 . 4.7 3.2 6.6
702.6 . 816.3 . 751.8 . 567.4
1,041.1 . 1,329.5 . 1,380.2 . 1,478.8 .
3,749.0 . 4,151.4 . 4,261.2 . 4,385.9 .
373.7 . 3725 . 401.8 . 409.6 .

OURCE: NSS, MINISTRY OF FINANCE OF RA
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BRIEF HISTORICA
OUTLINE AND THE

CURRENT STATE

FIGURE 2. AGRICULTURE PRODUCTION
STRUCTURE, 2012
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Armenia, with eight geographic regions,

eight climates, nine altitudes, and 16
soil zones; over half of all plant species
in the South Caucasus; and two-thirds
of all bird species found in Europe; is a
stunning land. Armenia's rich diversity
of terrain includes Dry Sub-Tropic,
Mediterranean, Desert, Semi-Desert,
Mountain Steppes, Mixed Forest, Sub-
Alpine and Alpine vegetation zones.
The diversity is due in part to Armenia's
weather system, which mixes moisture
from heavy snowfalls in the mountains
and the Black and Caspian Seas with
hot blasts of air from the Syrian and
I[ranian plateaus.

Armenia's agro-industry is a very
important sector for the country's
economy. It is largely composed of
small businesses created after the
privatization of former state-owned
food processing enterprises. The
sector started to markedly improve

in 1998 with the help of private

sector investments and support from
international agencies. Private farmers
are the main suppliers of raw materials

to processing units, producing over
98 percent of the country's gross
agricultural product.

Armenia is one of the most ancient
lands historically noted for grape
growing and winemaking. The
grapevine, in fact, is an indigenous
plant in the valleys of Armenia. The wild
vine Vitis Vinifera Silvestris (ancestor of
the cultivated vinifera vine species) was
established in this region over a million
years ago, and grapes have always
been an important crop throughout
Armenia’s history.

During excavations of “Karmir Blur” (Red
Hill), located in the vicinity of Armenia’s
capital Yerevan, more than 400 ancient
wine barrels were found. This discovery
proved that winemaking here was
already a well-developed industry over
3,000 years ago. Most impressive of

all, however, was the discovery of the
world’s oldest winery, dating back 6,100
years. It was found during excavations
of the Areni-1 cave, found in the
Yeghegnadzor region of Armenia. »

FIGURE 1. AGRICULTURAL PRODUCTION, USD MILLION, 2009-2013
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This is considered to be the world’s
oldest complete wine production facility
and the first historical evidence of
winemaking on an industrial scale ever
found.

Grapes of some 40 varieties grow
throughout the country, although mainly
in the Ararat valley. Due to its rich
history of viticulture and winemaking,
Armenian wine is of high quality.

Vineyards for table and industrial
grapes are located in several regions
(marzes) that can be regrouped into
three main zones:
® Ararat Zone (includes Ararat,
Armavir and Aragatzotn Marzes)
¢ Daralaghias Zone (includes Vayots
Dzor and Syunik Marzes)
® Northeast Zone (includes Lori and
Tavush Marzes)

Additional production in other zones is
of minor importance compared to these
three.

Starting in 2003 vineyards began to
increase, giving new breath to the
wine and brandy sector. Vineyards
covered 16,250 hectares in 2006,
which increased to 17,415 hectares
in 2012. Grapes are produced not
only by small-scale farmers, who own
95 percent of the vineyards in the

country, but also by large farms. Most
grapes go to brandy production, which
along with wine is the largest part of
Armenia's food processing industry.

Milk production and processing in
Armenia have increased sharply
over the last decade. The industry is
still operating at only 30 percent of
capacity, creating great opportunities
for investors to introduce new
production technology. Cheese
production accounts for the largest
share of milk processing. Armenia
produces over 30 types of cheese
and 80 types of other dairy products.
In 2012, Armenia’s dairy production
was 321 metric tons, 5% (17.6 metric
tons) of which being cheese.

Fruit and vegetable processing has
recovered in Armenia over the last
10 to 12 years due to the support

of donors and private investments.
There are about 28 fruit and vegetable
canning enterprises operating
across the country. Armenia has an
exceptionally wide range of locally
grown fruits and vegetables suitable
for canning, which are in demand

in many countries. According to the
Ministry of Agriculture, the volume
of processed fruits and vegetables
in 2013 were 28,300 metric tons and
59,400 metric tons, respectively. m

DURING
EXCAVATIONS OF
“KARMIR BLUR”,

IN THE VICINITY OF
ARMENIA'S CAPITAL
YEREVAN, MORE
THAN 400 ANCIENT
WINE BARRELS WERE
FOUND
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ARMENIA IS ONE OF
THE MOST ANCIENT
CRADLES OF GRAPE

GROWING AND
WINEMAKING

Armenia's food processing industry is
one of the country’s most vital economic
sectors and the driving force for the
development of the agricultural sector.

Armenia's agriculture is mainly focused
on crop production, which is growing
quite rapidly. Livestock production
experienced record growth in 2011

of more than AMD 120 billion (USD
292.7 million). Armenia's dairy and
meat production have also increased
significantly in recent years.

The agro-food processing industry
of Armenia is quite diverse, focused
on export, and includes almost all
the sectors of the food industry. The
largest branches of the industry

are fruit and vegetables, dairy, and
tobacco processing. The sector has

ABLE 1. AGRICULTURE GROSS PRODUCT IN USD MILLION

| 2009
1355.3
844.8
5105

:Agriculture, including
-Crop production
Livestock production

Livestock and
products of
“animal origin

Vegetable
“production
Animal or

vegetable fats
~and oils
Prepared
_foodstuffs :
Total agricultural
product

Weight in

total exports

and imports
_respectively

16

0.03 003 O

131 182 2

171 237 3

16.4% 17.8%

great potential for development and
increasing production, as present
production is only at 50% capacity. In
2013, processing of agricultural raw
materials reached 34.7% of capacity,
and manufacturing of food products
from raw materials reached 58.7%
capacity.

Estimated to be worth USD 900 million,
Armenia's food processing sector is
one of the largest industries in Armenia,
directly employing about 21,000 people.
The sector is growing at an average
annual rate of more than 10% (see
Table 3). Growth stems from a number
of factors, including an increase in
agricultural production in recent years.
Agriculture makes up more than 20%
of Armenia’s GDP and employs almost
45% of the country’s population. »

2010 | 2011 | 2012 | 2013 |
1552.9 19389 20524  3083.5
957.8 11343 12585 22404
5951 8046 7939  843.1

ABLE 2. IMPORT AND EXPORT VOLUMES OF AGRICULTURAL PRODUCTS, USD MILLION

06

55

23

22.6%

OURCE: NSS OF THE RA; 2014

.......................................................................

54.4 101 133 136 144.7
51 . 214 242. 260. 244.8.
0.05 49.2 58 60 60.6
309 . 309 . 348 . 357 . 396 .
414. 674. 782. 813. 846.
28.5% 18.0% 18.9% 19.0% 19.9%

SOURCE: NSS OF THE RA; MINISTRY OF FINANCE OF THE RA (MOF); 2014



Wine, canned fruit and vegetables,
natural juices, cheese, dried fruits
and other food products are exported
from Armenia. Thanks to their high
quality, these products have great
potential for both export volume
growth and geographical expansion.
Current production is mainly exported
to CIS countries, particularly Russia.
Although current volumes are quite
low, exports to the U.S., Middle

East and EU markets have excellent
growth prospects.

Exports of processed food from
Armenia have grown dramatically at
a rate of more than 30% per annum
between 2009 to 2013. In 2013,
exports increased by USD 55 million,
22% more than 2012. Alcoholic
beverages and spirits make up

the biggest share of Armenian

processed food exports, accounting
for 69% in 2013 and processed
foods and preserves about at 6%.
All processed food categories have
shown a significant increase in
exports from 2009 to 2013. Exports
of confectionary products increased
more than twelve-fold meat, fish
and crustaceans 3.2-fold. In 2012,
exports of processed fruits and
vegetables increased by 33% over
2011, and exports of meat, fish

and crustaceans increased by
140% over 2011, mainly due to the
rapid growth of fish and crayfish
production in Armenia.

In 2013, exports of food products
reached USD 309.6 million, an
increase of 21.5% over 2012. Imports
of food products into Armenia
reached USD 396.3 million in 2013, »

ABLE 3. FOOD PROCESSING SECTOR PRODU(TION VALUE AND GROWTH RATE usD MII.LIO

592.2
-1%

Produohon value

Growth rate of production value

697.0
15%

829.3
22%

879.5

6% 22%

OURCE: NSS OF THE RA; 2014

ABLE 4. SHARE OF PROCESSED FOOD GROUP IN EXPORT 2009-2013, USD THOUSAND

Beverages, spirit

. 80,0865 109,017.5 1470946 1865360 213,037.4
“and vinegar . . : . .

Processed fruits 77439 86752 128736 17,1767 18,2685
-and vegetables . : :

Meat, fish and 11795 13486 16788 40115 3,867.4
.Crustaceans

Misoellansotsn 889.1 9175 13196 18620 18809
-edible preparations

Cocoa 489.2 789.9 990.3 1,505.1 1,591.7
Ssizelis el 381.4 316.5 470.7 879.7 1.2241
~starch

Sugar and 95.4 15620 29125 844.3 11783
“confectionary

Rood residues ana 88.5 715 108.7 37.6 52.4
‘waste

Total, processed 122,698.8 167,448.8 212,852.7 241,100.9

food | 90,953.5

OURCE: NSS OF THE RA; 20]4

1,070.5

EXPORTS OF
PROCESSED FOOD
FROM ARMENIA
HAVE GROWN
DRAMATICALLY FROM
200970 2012, ATA
RATE OF MORE THAN
30% PER ANNUM
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ESTIMATED TO BE
WORTH USD 900
MILLION, ARMENIA'S
FOOD PROCESSING
SECTOR IS ONE

OF THE LARGEST
INDUSTRIES IN
ARMENIA, DIRECTLY
EMPLOYING ABOUT
21,000 PEQPLE

an increase of 11.4% over 2012.

The Armenian food processing
sector accounted for 45% of the
country's total industrial investment
in 2012. The agricultural industry of
Armenia, while already experiencing
dynamic growth, has tremendous
potential for further growth. To realize
this growth, Armenia is creating
favorable conditions for investments,
joint-ventures, commercial and

other types of cooperation. At the
same time, Armenia is working to
establish legislation and standards
that meet WTO and EU standards
for safety and quality. To realize this
growth, Armenia is creating favorable
conditions for investments, joint-
ventures, commercial and other
types of cooperation. At the same
time, Armenia is working to establish
legislation and standards that meet
WTO and EU standards for safety
and quality.

Armenia's food processing sector
receives strong support from the
Armenian Government and many
international organizations such as the
World Bank, USAID, World Vision, Swiss
Development Co-operation, Austrian
Development Agency and others.

Organic agriculture is a priority of
the Armenian government's agro-
food policy and is part of Armenia's
sustainable development concept.
Organic farming is an excellent
business opportunity for farmers and
investors involved in agriculture and
food production.

There is a growing market in Armenia
for organic products. A number of food
processors have already invested in
organic orchards and certification.
Consumer prices of organic products
are typically 20-25% higher than non-
organic counterparts.

FIGURE 3. EXPORT OF PROCESSED FOOD DURING 2009-2013, USD MILLION
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Of 1,100 hectares of organically
certified areas in Armenia, 600 hectares
are agricultural land, and the rest is for
wild collection and conservation areas.
The main organic agricultural activities
include the production of fruits, berries,
alfalfa, grains and vegetables, along
with the collection of wild species

and beekeeping. The main local
organic products are juices, nectars,
concentrates, purees, quick frozen
products, bread and honey. There are
13 certified organic farms and seven
certified organic processing and import
enterprises in Armenia.

The main public agencies involved in
organic agriculture are the Ministry of
Agriculture, Forest Agency, Ministry

of Nature Protection, Agency for the
Management of Natural Resources and
Ministry of Economy. The Ministry of
Agriculture is in charge of developing
and enforcing policy and legislation
on organic agriculture. 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

is one of two certification bodies in
the whole EECCA region that has
achieved international recognition
(acceptance in both EU and U.S.
markets). ECOGLOBE is accredited
by DAKkS1 according to EN45011

and EU regulations 834/2007 and
889/2008. ECOGLOBE is also an
Accredited Certifying Agent of the U.S.
National Organic Program. In addition,
there are several non-governmental
organizations (NGO) in Armenia

that promote and support organic
agriculture.

It is expected that sales of Armenian
organic products may reach USD 100
million in 2020, the main export markets
being Russia and European Union. In ten
years, the domestic market is expected
to consume 10 to 20 percent of Armenia's
organic products, while 80 to 90 percent
will be exported. Investment in organic
agriculture, both local and foreign private
investment, is growing in many regions
of Armenia. Foreign investment comes
mainly from the Armenian diaspora in
Russia, USA, and Europe. =

ARMENIA HAS A
LONG ESTABLISHED
TRADITION OF
PRODUCING HIGH
QUALITY PROCESSED
FOOD
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maintenance of zoo hygiene and
veterinary-sanitary norms and
standards

The Service also assists in HACCP
introduction and its control. A detailed
description of the functions and
activities performed by the Service can
be found on its website.

The State Health Inspectorate of the
Ministry of Health of Armenia. The
main objective of the Inspectorate is
sanitation and epidemiological control
in Armenia. It has an important role

in the implementation of the Protocol
on Water and Health, whose main
objectives are reducing water-borne
diseases to ensure a safe drinking »
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SINESS ENVIRONMENT FOR ARMENIA'S FOOD PROCESSING SECTOR

PACKAGING

AND LABELING
REQUIREMENTS

LABELING FOR
FOODSTUFF,
MATERIALS IN
CONTACT WITH FOOD
AND FOOD ADDITIVES
PRODUCED,
PROCESSED AND
PACKAGED LOCALLY
MUST BE IN
ARMENIAN

Labeling and packaging requirements
are regulated by the Law “On
Food Safety” and by the technical
regulations for specific products.
Labeling for foodstuff, materials in
contact with food and food additives
produced, processed and packaged
in the Republic of Armenia must be in
Armenian. The labeling must contain
the following information:
® Name, net weight or volume if pre-
packaged;
¢ List of the main ingredients;
¢ List of the food additives;
¢ Day, month and year of
production, storage terms, special
instructions for storage (if any) and
the date of minimum durability;
® Instructions for use of the foodstuff,
materials in contact with food and
food additives (when it would be
impossible to make an appropriate
use in the absence of such
instructions), special conditions
of use (if any), information about
contraindications (if any);
¢ Contact details of the
manufacturer;
¢ Country of origin of the foodstuff;
® Materials in contact with food and
food additives;
¢ Alcoholic strength by volume for
alcoholic beverages;
¢ Nutritional value of foodstuff for
particular purposes; and,
¢ Information on “genetically
modified food” if applicable.

Labeling of foodstuff, materials in
contact with food and food additives
imported into Armenia must contain
relevant information as determined
by the Armenian Government. The
labels may not be modified unless
the ingredients of the product have
been modified. The information on the
package, label, additional labels or
inserts must be understandable and
accurate.

The packaging of foodstuff, materials
in contact with food and food
additives must ensure safety and
prevent contamination at all stages of
production and circulation. The label

must indicate the shelf life for foodstuff.
Armenian law forbids the marketing of
any foodstuff with damaged packaging.

DOCUMENTED FOOD SAFETY PACKAGING MATERIAL
No packaging materials in contact
with food or food additives may be
imported, incorporated into production
or placed on the market in Armenia
unless the following documents proving
their safety are provided:
¢ Certificate of conformity or
declaration of conformity
¢ Accompanying veterinary sanitary
documentation for materials of
animal origin

Packaging materials in contact with
food and food additives placed on
the market in Armenia are subject to
compulsory certification of conformity
with the law. The list of the products
and services subject to compulsory
certification of conformity is approved
by the Government of Armenia.

Unsafe packaging materials in contact
with foodstuff and unsafe food additives
may not be produced, imported, or
placed on the market. If discovered,
they are withdrawn from the market,
separated, registered, stored and
analyzed. m

m\u\m\u
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SINESS ENVIRONMENT FOR ARMENIA'S FOOD PROCESSING SECTOR

AX AND CUSTOMS
REQUIREMENTS

TWENTY-FIVE
ORGANIZATIONS
FROM VARIOUS
SECTORS OF THE
ARMENIAN ECONOMY
RECEIVED TAX
PRIVILEGES FROM
200970 2013

THE AVERAGE
APPLIED TARIFF RATE
FOR AGRICULTURE
WAS 7% IN 2012

AXATION

The tax system in Armenia is generally
favorable for business. Under Armenia's
tax structure most taxes are federal

and are paid directly to the budget,
unlike the tax systems in several other
CIS countries. Armenia has seven main
taxes: value added tax (VAT), profit tax,
income tax, property tax, land tax, the
so-called turnover tax, and excise. Local
budgets receive revenue only from taxes
on property in municipalities, several
duties and local payments, and federal
budget subsidies. More detailed and
comprehensive information on Armenia's
taxation system is presented in the
“Investment Guide ¢ Armenia 2013”.

According to a PwC report entitled
“Paying Taxes 2014,” Armenia reduced
the number of payments for vehicle,
land and property tax, has introduced

a mandatory electronic filling and
payment system, and has reduced the
frequency of tax payments from monthly
to quarterly payments, all of which have
made tax compliance easier for firms. As
of 2012, Armenia is party to 35 double-
tax treaties. The VAT rate is 20 percent.

CUSTOMS REQUIREMENTS

The Ministry of Finance of the RA is
responsible for tax collection and
customs administration. Customs
regimes and procedures are defined

by the Customs Code and other legal
acts. Armenia has been a member of the
World Customs Organization since 1992.

Armenia is in the process of modernizing
its customs administration. Thus far, the
online customs declaration system has
improved efficiency and an upgrade

of the customs software system has
simplified and expedited certain
customs procedures related to valuation.

The Armenian Customs Tariff applied in
2013 is based on HS2007 classification.
Import duties are levied on the c.i.f.
(cost/insurance/freight) value of goods.
Armenia applies MFN tariffs to all WTO
Members. The average applied MFN
tariff rate was 3.5% as of 2012. Based

on the WTO definition, the average
applied rate for agriculture was 7%.
Approximately 30% of tariff lines for
agricultural products are duty-free.
Maximum applied tariff for agricultural
products is 10%. Armenia does not
have tariff quotas or restrictions on
quantities of imports or exports (source:
WTOQO).

According to the World Bank's Doing
Business Project 2014, it took an
average of 16 days to complete
Armenian export customs procedures in
2013.

Detailed information related to Armenia's
customs code and regulations is
presented in the “Investment Guide ¢
Armenia 2013".

Food products are exported in
accordance with the import requirements
of the importing country, and are
allowed as long as the exporter has a
safety certificate issued by the SSFS.

To be certified, products must undergo
laboratory analysis carried out by the
Republican Veterinary and Phytosanitary
Laboratory Services Center State
Non-commercial Organization (SNCQO)
of the RA. The analysis is completed
within three days. The state duty for the
analysis is AMD 35,000-90,000, VAT
excluded.

Imported products must meet veterinary-
sanitary, phytosanitary and veterinary
requirements. The import of food and
foodstuffs that are subject to veterinary
control are controlled by the SSFS
through its border control points
operating in all customs houses and
entry-points of Armenia.

For checks on the consignments of
imported food products and food of
animal origin, and for analyzing the
accompanying documents, the following
fees are charged:

AMD 1,000 for 500-1000 kg weight
AMD 300 for each ton in excess of
one ton

No fee for up to 500 kg weight



Importation and use in production

or selling of any food product, food
additives and materials intended to
come into contact with foodstuffs, is
strictly prohibited without accompanying
documents substantiating their safety
and traceability. The ability to track

the movements of the food additives,
substances in contact with food,
livestock feed and initial production
output at all stages of the food chain is
required.

All imported food products whose
labeling contains the word “organic” or
equivalent words such as “ecological”,
“ecologically pure”, “biological” or their
short versions, “eco” and “bio”, or any
other forms, must be accompanied by
original copies of the organic certificate
for imported organic food, issued by
the last certified body of the exporting
country.

The importation of food consignments
that have the “organic” label but not
the accompanying certificate with all
required information, or of batches that
don't have organic certification at all, is
strictly prohibited.

Fresh and processed fruits,
vegetables and berries are exported
in accordance with the phytosanitary
and food safety requirements of
the importing country. Exportation
from Armenia is allowed as long as
the exporter has a phytosanitary
certificate, which is issued for every
consignment by the SSFS. If the
phytosanitary passport is presented,
the certificate is issued immediately.
If not, the consignment undergoes
a careful examination, which
lasts three days, before the SSFS
issues the certificate. If necessary,
the Republican Veterinary and
Phytosanitary Laboratory Services
Center SNCO will conduct a laboratory
analysis. Fees (VAT excluded) for
these analyses are:
® AMD 75,000 - for fresh, dried,
frozen, salted, marinated, pickled
products
® AMD 80,000 - for canned food
® AMD 85,000 - for juices and juice
products

The phytosanitary certificate is issued
free of charge and is valid for 14 days
from the day of issuance. m

ACCORDING TO

THE WORLD BANK
DOING BUSINESS
REPORT 2014, IT
TOOK ONLY ONE

DAY TO COMPLETE
ARMENIA'S EXPORT
CUSTOMS CLEARANCE
PROCEDURES IN 2014

EXPORTATION

OF FRESH AND
PROCESSED FRUITS,
VEGETABLES AND
BERRIES FROM
ARMENIA 1S ALLOWED
AS LONG AS THE
EXPORTER HAS A
PHYTOSANITARY
CERTIFICATE
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HUMAN

RESOURCES AND
ABOR COSTS

FIGURE 4. DISTRIBUTION OF
ORKFORCE BY EDUCATION

2%

Tertiary, past-graduate
= Secondary specialized, tertiary incomplete
Vocational
General secondary
= General basic
Primary, incomplete primary

OURCE: NSS OF THE R
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The population of Armenia is
approximately 3.03 million, and
Yerevan, the capital, is the largest city
with 1,066,300 inhabitants.

Armenia has a relatively large pool of
workers, with a reported labor force of
2.26 million in 2012, and a labor force
participation rate of 83%. Thirty four
percent of the Armenian workforce is
in Yerevan, and workers continuously
migrate from rural to urban areas

in search of jobs. About 65% of the
workforce is urban. Thirty-seven
percent of the workforce is involved
in agriculture, and 45% in the service
sector. Six percent of the workforce is
involved in construction.

Armenia's manufacturing and
service sector workforces are well
qualified, with 23% percent of all
employed persons having secondary
specialized education, and 21%
graduating from higher education
institutions.

One of the key investment advantages
of Armenia is well educated,

skilled, easily trainable and creative
workforce, increasing every year

with new graduates from Armenia's
internationally recognized universities.

Armenia provides a quality

public education, particularly in

the specialties of agriculture, IT,

and technical and engineering
professions. Armenia has more than
140 vocational educational institutions
and 65 higher educational institutions,
which provide approximately 100,000
new specialists annually.

Due to the economic recession the

unemployment rate in Armenia is

still high, with more than 225,500
unemployed in the country, a rate of
16.2% (National Statistical Service,
2013). There is thus a significant labor
pool available to start-ups and newly
established businesses.

LABOR COST!

The labor cost for an employee
depends heavily on location, industry,
education, level of experience and
language skills. English-speaking
graduates tend to earn higher wages.

Salaries are paid at least once a
month. Social contributions and
personal taxes are withheld by the
employer. Wages and other payments
to Armenian employees must be paid
in the local currency, dram (AMD).

As of January 2014, the minimum
monthly salary in Armenia was AMD
45,000 (USD 110). The minimum
salary level is increased on a regular
basis.

According to the National Statistical
Service, in 2013 the average monthly
salary in Armenia's agricultural sector
was AMD 100,751 (USD 246) and in
manufacturing, including the food-
processing sector, AMD 149,141
(USD 364). The average monthly
salary in Armenia was AMD 158,967
(USD 388).

Average managers' wages in the
agricultural sector were 86% higher
than regular employees; in the
manufacturing sector managers'
wages were 2.4 times those of regular
employees. m

ABLE 6. AVERAGE MONTHLY WAGES BY SECTORS, 2009-2013, AMD:

- Armenia /158,967 113,163
Agriculture 100,751 83,636
Manufacturing 149,141 110,977

108,092 102,652 96,019
70099 72,853 72,867
101,546 100,324 91,214

OURCE: NSS OF THE RA; 2014



HAND-HARVESTING OF GRAPES FOR
INEMAKING
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RESEARCH AND
EDUCATION

SEVEN RESEARCH
INSTITUTIONS, ONE
HIGHER EDUCATION

INSTITUTION

AND EIGHT STATE

COLLEGES OFFER

EDUCATION AND

RESEARCH ACTIVITIES
IN ARMENIA'S FOOD
PROCESSING SECTOR

The Ministry of Agriculture of the
Republic of Armenia is developing

an agricultural research, education,
and extension system to ensure
adequate improvement in the food and
agriculture sectors. The key objective
is to determine the priority directions of
agrarian science and research, taking
into consideration the peculiarities

of Armenian agriculture, existing
resources, research potential, goals

of socio-economic development, and
the international best practice and
development trends.

Seven research institutions operate within
the Ministry of Agriculture system. They
are staffed by 249 research workers
including 25 with doctor's degrees and
122 with candidate's degrees.

These research centers closely
collaborate with a number of
international research centers (CGIAR,
ICARDA, CIMMYT, IPGRI, ISNAR,
AZJRO, CIP), as well as with research
organizations from Greece, Iran, Egypt,
and other countries.

EDUCATION

The Armenian National Agrarian
University (ANAU) is the only higher
education institution providing
Armenia's agro-food sector with
university-degree specialists.

Eight state colleges operating in
seven marzes, including Yerevan,
offer bachelor's degrees in the agro-
food field. In six state regional colleges
(Kotayk, Ararat, Lori, Gegharkunik,
Shirak and Syunik) the courses are
designed based on regional agricultural
and production peculiarities. Five
colleges (Masis, Goris, Vanadzor, Gavar
and Nor Geghi) offer vocational training.

Some new specialties have been
introduced in recent years to meet

the demand of agro-food enterprises,
including Quality Examination of
Consumer Goods; Canning and Food
Concentrates Technology; Agrarian
Management; Fermentation Technology

and Winemaking; Meat and Meat
Product Technology; Translation
and Customs Service; Calculus and
Automated System Software.

The state colleges offer the following

bachelor degree courses:
Merchandising;
Forestry and forest economy;
Canned food technology;
Meat and meat production
technology;
Construction and management;
Land management;
Agriculture;
Veterinary;
Agriculture machinery;
Agriculture machinery and
equipment management;
Land improvement, soil and water
resource protection;
Consumption food quality expertise;
Transportation and logistics;
Management;
Economy, accounting and audit;
Finance;
Law; and,
Translation and customs brokerage.

Vocational training courses are
agricultural technical support and
computer knowledge.

State colleges:
Yerevan State Agriculture College
Nor Geghi State Agriculture
College After Academician G.
Aghajanyan
Gavar State Agriculture College
After Academician A. Tamamshei
Stepanavan State Agriculture
College After Professor A. Kalantar
Vanadzor State Agriculture College
Shirak State College After
Academician M. Tumanyan
Goris State Agriculture College
After Professor Kh. Yeritsyan
Masis State Agriculture College

Among the mentioned-above
educational institutions, the
Agribusiness Teaching Center (ATC)
plays a special role in preparing
specialists to meet today’s market
economy challenges.



QUALITY CONTROL LABORATOR
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H. PETROSYAN

SEARCH|
CENTER FOR
SOIL SCIENCE |
A ||m
STRY AND|
MELIORATIC

CONTACTS

Director:

Hunan Ghazaryan
Address:

24 |sakov Street,
Yerevan, Armenia
Phone:

(+374 10) 778890

Established in 1958, the center
is involved in wide-ranging sail
research in Armenia, including
the classification of soil types
based on genetic-geographical
properties. Two hundred

twenty eight soil groups were
distinguished, described,
classified and mapped by

the Petrosyan Center. The
technology of chemical
melioration of saline-alkali soils
developed by the Center has
received worldwide recognition.
The Center has developed and
proposed soil protection and
fertility enhancement measures,
regularities for the rational use
of macro- and micro-bacterial,
organic and other fertilizers
and growth stimulators. The
Center's research subjects
include no-till technology
application, methods of re-
cultivation of depredated and
man-caused polluted lands,
and the dynamics of organic
carbon dependence on global
processes of desertification and
climate change.

"FO0D

SAFETY RISK |
ASSESSMENT

AND ANALY-
SIS SCIENTIF-
|C CENTER"
SNCO

CONTACTS

Director:

Kh. Sargsyan
Address:

107/2 Masis Street,
Yerevan, Armenia
Phone:

(+374 236) 61462

Founded in 2011 by joining the
Research Center for Animall
Husbandry and Veterinary Services
and the Scientific Center of Agriculture
and Plant Protection. The Scientific
Center consists of the following
subdivisions:

® Animal health subdivision;

® Food and feed safety

subdivision;
® Plants health subdivision; and,
® Animal breeding subdivision.

The animal husbandry department
is involved in preserving gene pools
of cattle, sheep, pigs and birds,
improving animal productivity, and
developing feed production. The
Center's veterinary department is
involved in studying viral diseases
of agricultural animals, including
microbiology and cell culture, as
well as diagnosis and treatment of
infectious diseases. The Center also
examines biological preparations,
provides means of diagnostics, and
trains research personnel.

(CONTACT!

Director:

Arman Gevorgyan
Address:

12 Erebuni Street,
Yerevan, Armenia
Phone:

(+374 10) 454031

The Center controls animal origin and
foodstuff, foodstuff laboratory analysis,
monitoring of animal diseases after
vaccination, and quality of medicine
and vaccines procured in Armenia.
It is the only organization in Armenia
providing laboratory analysis of animal
diseases, animal origin foodstulff,
and food safety. The Center has 282
employees, including scientists and
researchers. The Center provides
services in all marzes and regions of
Armenia and border checkpoints. The
Center has the following departments:
® Veterinary research laboratory;
® Food safety research laboratory;
® Phytosanitary research
laboratory;
® Regional laboratories (10); and,
® Border control points
(Bagratashen, Agarak, Bavra,
Tashir, Ayrum).






ABLE 7. RESEARCH ORGANIZATIONS, INCLUDING MAIN RESEARCH DIRECTIONS AND STAF

Number of | Out of Which |

Organization Main research directions research Candidate
specialists Doctors doctors
Research Center ® Winter wheat and barley
for Agriculture and selection with seed
Plant Protection, production;
SNCO ® Agro-technologies in field
crop growing; and, 66 5 36

© Development and application
of effective methods to
fight diseases and pests

: - management.
Research Center ¢ Improvement in technologies
for Vegetable and of receiving new elite and
Technical Crops, super-elite varieties of
SNCO vegetable crops; and, 23 2 12

¢ Development of new
vegetable and technical crop

. ~ varieties.

H. Petrosyan © |dentification of land

Research Center origin and geographic

for Soil Science, appropriateness;

Agricultural ® Study of land fertility showings

Chemistry and Land and nutrition conditions; and, 53 6 27

Improvement, SNCO - ® Establishment of soil erosion
processes, soil salination
rates, and optimal fertilizer

amounts.
THE RESEAR(H Research Center ~® Creation of new and more
for Horticulture, valuable varieties of grape

Viticult d ' d fruit trees; and,
(ENTERFOR | [Joeiteo « Svsomrone ™ @ 8 o

LT e

'Research Cente ‘. Improvement of genetics and '
HORTI(UI.TURE AND for Liverzostookn r proc;u\é?ivity of Iocalls tlaer "

Management and icultural animal breeds;
WINEMAKING HAS | vetoriary Researcn — and, o o \ s
Center, SNCO © Development of methods

RE(EIVED OVER for controlling infectious and

non-infectious diseases of

]50 (ERTIFICATES : ~agricultural animals.

Research Center for - ® Development of bio-

Agro-BioTechnology, technological methods for
OF OWNERSHIP SNCO | g seed potalto production;

® R h on biotechnological
FOR CREATING NEW growth of vegetable crops,
valuable forest trees and 10 - 3

GRAPE VARIETIES decorative plants; and,

¢ Improvement of modern

AND OVER ]00 bio-technological methods

existing in the agriculture

CERTIFICATES OF |  sector

Technical Crop . Devel Cof -
[ evelopment of new varieties
OWNERSHIP FOR géﬂesrémental Center of techrﬁ)ical crops and seed 9 1 3

NEW FRUIT VARIETIES . . selection.




GRADUATES OF THE ANAU






SPECIALTIES PROVIDED BY ANAU

Agronomy faculty Agronomy

Plant protection

Selection and Genetics of Crops

Agriecology

Forestry and Landscape Gardening

Foodstuff Technologies Bread, Confectionery and Macaroni Production
faculty Technology

Fermentation Technology and Wine-making

Canning and Food Concentrate Technology

Meat and Meat Product Technology

Milk and Dairy Product Technology

Fish and Fish Product Technology

Children’s and Functional Nourishment Technology

Leather and Fur Technology

Agricultural and Foodstuff Product Packing
Technology and Design

Agricultural Raw and Food Stuff Expertise,
- Standardization and Certification

" ydro Melioration, Lan ~ Land Reclamation, Use and Storage of Soil and
Management and Land Land Resources

Cadastre faculty Land Management and Land Cadastre

Life Support and Safety in the State of Emergency

e e e Agriculture Mechanization

and Automobile Agricultural Machinery and Equipments

LElE e I R Organization and Management of Transportation in

Agrifood System

Organization and Management of Transportation
and Road Traffic

Agriculture Electrification and Automation

Veterinary Medicine and Veterinary

SELNERAS G PR E LA Animal Husbandry

Veterinary Sanitary Expertise

Agribusiness and AgribUSineSS and I\/Iarketing

Marketing faculty Agrarian Policy and Regional Development

Consultation and Information of Agrifood System

Insurance

Commodity Research and Commaodity Quality
Expertise

Economics faculty Economics and Management of Agrarian Production

Accountancy and Audit of Agrifood System

Economics and Management of Food Industry

Finance Management of Agrifood System

Land and Property Relations

NINE PROBLEM BASED
LABORATORIES OF
THE ANAU CONDUCT
RESEARCH AIMED

AT ENHANCING

THE EFFICIENCY

OF AGRICULTURAL
PRODUCTION
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To meet the need for highly qualified
specialists in Armenia's agrifood
system, more than 17 new specialties
have been formed in the university
over the last 15 years. International
collaboration programs are a significant
part of the ANAU's development, with
more than 25 collaborative educational,
scientific and consulting programs.

FACULTY OF FOODSTUFF TECHNOLOGIE

ANAU is the only higher education
institution in Armenia that trains
specialists in agricultural production
and raw material processing.

During the 1964-1965academic year,
the Horticultural, Fruit and Vegetable
Growing Faculty started to train wine-
making and canning technologists. In
1995, the Faculty of Technology was
founded in the Armenian Agricultural
Academy, and in 2002 the Faculty of
Food Stuff Technologies was founded
in ANAU comprised of the following
chairs: Animal Husbandry Product
Processing Technology; Plant Growing
Product Processing Technology;

Food Industry Equipment; Packing
and Leather and Fur Technology;
General Chemistry; Physics and
Thermotechnics; and, Physical Training.

ANAU awards bachelor and master
degrees in Techniques and Technology
for the following specialties:
Bread, Confectionery and
Macaroni Production Technology;
Fermentation Technology and
Wine-making;
Canning and Food Concentrate
Technology;
Meat and Meat Product
Technology;
Milk and Dairy Product
Technology;
Fish and Fish Product
Technology;
Children and Functional
Nourishment Technology;
Leather and Fur Technology;
Agricultural and Foodstuff
Product Packing Technology and
Design; and,

Agricultural Raw and Food Stuff
Expertise, Standardization and
Certification.

The faculty provides the material-
technical base meeting the
requirements for implementation
laboratory, practical work and research.
The students' practical training and
internships are held in the leading food
processing companies in Armenia, as
well as in ANAU scientific centers.

The faculty co-operates with the

State Agrarian University of Russia

after K.A.Timiryazev, Moscow State
University of Applied Biotechnology,
and Moscow Diary Production Scientific
Research Institute.

FACULTY OF AGRIBUSINESS AND MARKETING

ANAU's Faculty of Agribusiness and
Marketing was established in 2007 and
is comprised of the following chairs and
fields of study:

Chairs
Agrarian Policy and Consultation
Agribusiness Management
Commaodity Research and
Marketing
Statistics and Biometry
Law and Political Science

Specialties
Agrarian Policy and Regional
Development
Consultation and Information of
Agrifood System
Insurance (in Agrifood System)
Agribusiness and Marketing
Commaodity Research and
Commaodity Quality Expertise

About 900 students study in the faculty.
Improved educational plans, curricula, and
new technical means provide the faculty's
students with an opportunity to study
agricultural markets, discuss their activity
characteristics, and get acquainted with
problems of the agricultural market and
organizations. In all of the faculty's chairs,
scientific research is conducted on the
development of regional agrarian policy.



INTERNSHIP IN BRANDY MAKING

(COMPAN
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THE CURRICULUM OF
THE ATCIS BASED ON
THE UNDERGRADUATE
AND GRADUATE
AGRICULTURAL
ECONOMICS
CURRICULUM

OF TEXAS A&M
UNIVERSITY (USA)

Courses on business programs,
information, new electronic business
models, market capitalization, and
elaboration of risk strategies are

held periodically. In these courses,
students learn about economic
management, marketing, effective
allocation of resources, formulation of
insurance systems, market regulating
mechanisms, consultation, and other
important areas. Five professors, 21
docents, 16 lecturers and 27 assistants
work in the five chairs of the faculty.
The faculty closely collaborates with
the Agribusiness Teaching Center,
which cooperates with Texas A&M
University. Once their second year is
completed, students with excellent
grades and foreign language skills
get an opportunity to continue in the
Agribusiness Teaching Center of ANAU,
and later in agrarian universities in the
U.S. and Europe.

Other faculties of ANAU are the:
Faculty of Agronomy; Faculty of Hydro
Melioration, Land Management and
Land Cadaster; Faculty of Agricultural
Mechanization and Automobile

Transportation; and, Faculty of Veterinary
Medicine and Sanitary Expertise.

The Agribusiness Teaching Center
(ATC) was established in August 2000
through joint efforts of the Armenian
National Agrarian University, Texas A&M
University and the U.S. Department

of Agriculture. The ATC provides
agribusiness education to achieve
sustainable entrepreneurial activities

in the food and agriculture sector of
Armenia. It prepares agribusiness
specialists with broad economic,
marketing, and managerial skills, up-to-
date communication abilities, and a good
knowledge of English.

The ATC was established as a
department within ANAU and

offers bachelor and master degree
programs with only one concentration,
Agribusiness and Marketing. The
curriculum is western-structured, based
on the undergraduate and graduate
agricultural economics curriculum of
Texas A&M University. Courses are
taught in English by American and
Armenian instructors.




The Government of Armenia has an open
and positive attitude towards foreign
investment. The objective of providing
incentives for foreign investment is to
increase the country's export potential
and employment, thereby ensuring
sustainable economic growth. Armenia
underwent myriads of reforms aimed
at stabilizing the macroeconomic
situation and developing infrastructure
and economic growth. These reforms
contributed to Armenia'’s foreign
investment policy.

The Government of Armenia has adopted
a set of documents that articulate the
country’s national and agricultural
development priorities, including
“Perspective Development Strategic
Program for 2012-2025,” “Strategy on
Sustainable Development of Armenia's
Agriculture,” and the "Strategy on Food
Safety Policy." In November 2010, “The
Strategy on Sustainable Development of
Armenia’s Agriculture 2010-2020” was
approved by the Government of Armenia,
identifying the following major priorities
for the country’s agro-food sector:
Addressing the effects of the
logistics crisis in agriculture and
agro-food industry; strengthening
the integration links;
Developing agricultural interfield
cooperation for the establishment of
a diverse farm management system;
Improving agricultural and agro-
processing product sales and
increasing export volumes;
Enhancing agricultural
competitiveness and fostering
“‘know-how” technologies;
Effective use of land, water, labor
and intellectual resources to
improve the productive potential of
the agriculture sector;
Developing a food safety system
that meets international standards;
Expanding non-agricultural
employment in rural areas;
Improving farm income of rural
population;
Developing community
infrastructures in rural areas;
Strengthening agricultural support
services and improving their

accessibility;

Improving the branch structure

of agriculture and promoting the
production of high-value products;
and,

Protecting natural and environmental
landscapes, an activity that includes
developing agro-tourism and
organic agriculture.

The Strategy of “Export-Led Industrial
Policy of the RA” adopted in 2011
indicates 11 sectors that have significant
export potentials. The long-term goal

of the Strategy is to form new “export
driver” sectors by expanding not only
current export industries, but also those
with major export potential; as well as
improving the regulatory framework for
doing business, eliminating barriers

to trade, modernizing infrastructure,
increasing the competitiveness of
Armenian products, and attracting foreign
investment.

The country's priority for developing

a diversified export industry includes
sectors with the greatest growth potential,
established export markets, and the
sectors with the largest export volumes

in recent years, since these have strong
prospects for increasing production
volumes significantly with moderate
additional capital investment.

Within the framework of the Strategy six
sector-specific action plans have been
developed (brandy manufacturing,
winemaking, pharmaceuticals and
biotechnologies, precision engineering,
light industry, and jewelry) and are being
implemented now.

The main strategic directions of the action
plan for brandy manufacturing are:
Quality Assurance;
Access to new markets;
Capacity building;
Transport infrastructure; and,
Development of supply base.

Armenia's winemaking sector has great
growth potential. It has been announced
as one of the priority sectors for the
Government of Armenia to be boosted

GOVERNMENT
PROGRAMS AND

INCENTIVES

THE GOVERNMENT

OF ARMENIA HAS
ADOPTED A SET OF
DOCUMENTS THAT
ARTICULATE THE
COUNTRY'S NATIONAL
AND AGRICULTURAL
DEVELOPMENT
PRIORITIES
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WINEMAKING IS ONE
OF THE PRIORITY
SECTORS FOR THE
GOVERNMENT OF
ARMENIA BETWEEN
2010 AND 2020

THE GOVERNMENT OF
ARMENIA INTENDS

TO INCREASE GRAPE-
WINE PRODUCTION
VOLUMES IN ARMENIA
FROM 5.6 MILLION
LITERS IN 2011 TO
17.5 MILLION LITERS
IN 2020

in the period between 2010 and 2020,
which is reflected in the “Winemaking
Development Strategy and Action Plan”
developed within the framework of the
“Export-Led Industrial Policy” strategy.

Through this Action Plan, the Government
intends to triple grape-wine production
volumes in Armenia from 5.6 million liters
in 2011 to 17.5 million liters in 2020 (see
Table 9). This is planned by growing
internal consumption and exports,
establishing Armenia as a traditional
country of viticulture and oenology, and
producing wines of high quality targeted
at average and above-average price
segments.

For the achievement of desired results,
the following activities are foreseen:
1. Supply of raw material
Availability of comprehensive
information on vineyards and results
of viticulture
Establish mechanisms to foster
the creation of new vineyards and
improve cultivation for current
vineyards
Selection of Armenian grapes and
improvement of their quality
2. Improvement of legal framework and
quality control system
Approximate the current legislation
and regulations with European
standards
Create an independent laboratory
for performing complex analyses
Armenia's membership in the
International Organization of Vine
and Wine
3. Development of special financing
mechanisms for vineyard expansion
and production upgrade

4. Training of winemakers and capacity
building
5. Promotion in international markets
Development of Armenian wine
image in target markets
Promotion of Armenian wine in
target markets
Development of self-regulating
mechanisms to improve the quality
of exported wine
6. Fostering internal consumption
of wine and organization of wine
festivals and fairs

State support tools also include tax
privileges for a number of companies,
VAT payment delay for up to three years
for investment exceeding 200 million
AMD, simplified customs procedures for
the import of machinery and equipment
for industrial purposes, and promotion
of a leasing system to encourage
investment in new technology.

The Ministry of Economy is responsible
for implementing Armenia's economic,
industrial and investment policy
and for improving the business
environment. Priorities of the Ministry
include expanding exportable sectors,
developing favorable conditions for
export, and implementing reforms aimed
at improving the business and investment
climate. Based on these priorities, the
following are planned:
State assistance program for Small
and Medium Entrepreneurship in 2015;
Program on the improvement of
business environment of Armenia in
2015; and,
State assistance program for the
implementation of the export-
oriented industrial policy strategy.

ABLE 9. TARGETS FOR PRODUCTION GROWTH OF WINE FOR 2015 AND 2020

Production "USD 11.8 min
Production (min liters) 56

Exports -USD 2.5 min
Export (min liters) '0.7

Export share 21 %

USD27.1min  USD 55.3 min
110.0 175

USD 10.7min USD 29.5 min
'3 7.4

40% 53%

QURCE: MINISTRY OF ECONOMY, WINEMAKING SECTOR STRATEGY AND ACTION PLAN, 2013
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"ARMPRODEXPO 2013"; THE ANNUA
SPECIALIZED EXHIBITION OF FOOD
PROCESSING SECTOR
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INVESTMEN

ARMENIA IS A
SIGNATORY TO THE
CONVENTION ON THE
RECOGNITION AND
ENFORCEMENT OF
FOREIGN ARBITRAL
AWARDS

The Armenian government strongly
supports and promotes investment
in the country with an “open door”
investment policy. Investors are
protected by the law “On Foreign
Investments” that creates one of the
most open investment environments
among emerging-market countries. The
attractiveness of Armenia as a place to
invest lies in the constant improvement
of the business climate, to which the
following factors contribute:

Stable macroeconomic situation

Sustainable banking system in line

with international standards

Highly experienced, creative,

cost efficient, and well-educated

workforce

Strong Armenian Diaspora

Hospitality and safety.

Efforts at improving the investment
climate are focused on increasing

the competitiveness of the Armenian
economy in order to take advantage of

opportunities afforded by open markets.

The law “On Foreign Investments”
includes the following attractive
incentives:
100% ownership;
No screening and no specific
authorization required to make an
investment;
The right of companies registered
by a foreigner in Armenia to
buy land (foreign citizens are
only allowed long-term lease
contracts);
VAT deferred for three years on
import of goods intended for
use in investment projects and
exceeding the value of 300 million
AMD;
No export restrictions and duties;
Zero rating for goods and services
exported under “Free Turnover”
and “Re-exportation” customs
regimes;
Guarantees of a five-year
grandfather clause, national
treatment and nondiscrimination
for foreign investors;
No tax and customs restrictions in
Free Economic Zones;
Free exchange of foreign currencies;

No restrictions on remittances;

No restrictions on repatriation of
profit, capital, dividends, interest,
royalties, management or technical
service fees;

No restrictions on staff recruitment;
and,

No sector-specific or geographic
restrictions on investments.

Armenia is a signatory to the 1958
Convention on the Recognition and
Enforcement of Foreign Arbitral
Awards, and is also a signatory to the
International Convention on Investment
Disputes.

Foreign investors can make the

following types of investments:
Establishment of a fully foreign-
owned company (including
representations, affiliates and
branches), or the purchase of an
existing company;
Establishment of a new joint
venture company with the
participation of Armenian
companies or citizens, or the
purchase of shares in an existing
company;
Purchase of different types of
securities;
Procurement of permits to use
land, or a concession agreement
for the use of Armenian natural
resources with the participation of
Armenian companies or citizens;
Procurement of other property
rights; and,
Other forms of investments.

FOREIGN INVESTMENTS

Armenia's food processing sector has
shown steady growth during recent
years, including increased sales in both
the domestic and export markets, which
are attributed to significant investment.
Foreign Direct Investment (FDI) in the
agricultural sector amounted to USD
7.17 million in 2013, or 2.64 % of the
country's total FDI. Investment in the
food processing sector was estimated at
USD 29.4 million (10.8% of total FDI) in
2013.



Several multinational companies
operate in Armenia, including Coca-
Cola, Pepsi-Co., British-American
Tobacco, Pernod Ricard, Philip Morris,
Carrefour, Marriott International,

and Hyatt Place. A number of food
processing companies have established
joint ventures by attracting foreign
investments from private and institutional
investors.

Investments in the food processing
sector and rising exports have created
incentives for the establishment of
internationally recognized certification
institutions. The services provided by
Armenian consulting companies include
business and management consulting in
HACCP and ISO 22000:2005 based on
the Quality Management System Design
& Implementation; ISO 9001:2008
standard based on the Management
Systems Design & Implementation

and Human Resources Management
System Implementation; Management
and Product Implication for other
sectors; organic certification; and,
training related to management, quality
standards, HR, sales and other areas.

INVESTMENT OPPORTUNITIES AND COMPETITIVE

As a country with an open economy,
Armenia continues to take steps to
attract FDI. The country has enacted
legislation that not only ensures equal
footing for foreign investors vis-a-

vis their domestic counterparts, but
also provides numerous incentives

to attract such investments. The
Ministry of Economy and the Armenian
Development Agency are keen to
attract and assist foreign investors. The
country has also concluded a number
of investment protection treaties and
other multilateral conventions that
impose protective standards for foreign
investors.

The food processing sector is one of the
fastest growing sectors of the Armenian
economy. There are ample resources
for expansion, including low labor and
energy costs, a highly qualified and

readily available workforce, laboratories
and supporting infrastructure, and
industrial plots at low prices. Investment
opportunities are plentiful in almost
every sub-sector, from relatively low
value-added to high value-added
production like organic juices and
preserves. Food processing enterprises
apply a variety of approaches to their
international expansion, tailoring their
strategies based on local opportunities
and requirements. Armenian food
processing companies welcome
investment opportunities and expansion
strategies, including acquisition, joint
ventures with international partners,
and “green-field” investments. Some
key players in various food processing
sub-sectors, which can serve as

local partners with foreign investors,
are discussed in the corresponding
sections of this guide.

Logistic and storage businesses

are fragmented and operate within
single companies. Margins are
relatively large so that many food
processing companies organize their
own logistics for fruit and vegetable
processing and distribution within the
country. Investment in collection and
consolidation centers in the main fruit
and vegetable production areas can
significantly improve the quality of
collected fresh produce. At the same
time, packaging that meets international
standards can increase the shelf-

life of, and opportunities to export,
Armenian fruits and vegetables. Thus
far, very few investments have been
made in this direction, as Spayka is
the only organization that covers the
entire process, from fruit and vegetable
collection, to consolidation, sorting,
grading, packaging and storing.

As Armenia begins to export more
processed and unprocessed food, the
demand for high-quality packaging
and labeling products will increase
substantially. Currently, these
operations are handled by retailers and
exporters at a low level, and thus there
is a lack of appropriate packaging for
transportation, creating a strong

INVESTMENT
OPPORTUNITIES
INCLUDE LOGISTICS
FOR FRESH FRUITS,
VEGETABLES,

DAIRY AND MEAT
PRODUCTS; COLD-
CHAIN OPERATIONS
FOR DAIRY AND MEAT
PRODUCTS; AND
STORAGE FACILITIES
AND PACKING
CENTERS FOR FRUITS
AND VEGETABLES



BUSINESS ENVIRONMENT FOR ARMENIA'S FOOD PROCESSING SECTOR

THE WORLD BANK
“DOING BUSINESS
2014" REPORT
RANKED ARMENIA
AS THE 37TH EASIEST
COUNTRYTO DO
BUSINESS OUT OF
189 COUNTRIES
SURVEYED, THE BEST
RANKING AMONG (IS
COUNTRIES

demand for packaging and labeling
that meets international and EU
packaging and labeling requirements.

Investment opportunities include
logistics for fresh fruits, vegetables,
dairy and meat products, cold-chain
operation for dairy and meat products,
storage facilities and packing centers
for fruits and vegetables, and local
distribution service providers.

Investments made in the food
processing sector have a great impact
on increasing production volume and
quality, product range, and expansion
of export volumes and geography.
Along with these developments, there
are untapped investment opportunities
in the sector, such as in winemaking,
dairy production, meat production and
processing, and fruit and vegetable
processing. Opportunities exist for
investing in both the manufacturing
process to improve the quality and
volume of production for export
(introduction of new technologies,
improvement of packaging materials
(modern looking twist jars, aseptic and
pet packaging for export production),
and the production of higher-value
goods. One such opportunity is

in high-value tomato processing,
building on the existing capacity and
the ample availability of high-quality
tomatoes. There is also strong growth
in higher value-added dairy and meat
products, such as processed cheeses,
fruit yogurts, and Armenian meat
delicacies. Investment opportunities
exist in dried fruit production and
organic agriculture. The consumption
of dried fruit and organic products is
gradually increasing in Armenia. Lack
of technology, modern equipment and
packaging slows down production of
dried fruit.

Recent FDI in winemaking proved
successful and resulted in positive
feedback from wine critics around the
world. Strong winemaking traditions
and high technology have boosted the
Armenian winemaking industry. The
Armenian government has developed

a wine sector strategy, which aims at
the expansion of production capacities,
improvement of the production process
and quality to meet international
standards, investment in primary
production, expansion of production

of fruit wines, and investment

in production of organic wines.
Opportunities in brandy production are
similar to those in the wine sector

Brandy and wine consumption is
growing rapidly in Russia and China.
Armenian export-oriented companies,
including food processors, have a
strong presence in the Russian market
with a developed distribution network
through privately held companies or
branches. The entry process to the
China market started a few years ago,
and there have already been some
successful examples of Armenian
production reaching China. While

the domestic Armenian wine market
has great potential, it is too small to
consume the quantities that major
wineries in Armenia are currently
producing. For Armenia, wine has
become one of a number of promising
sectors that will contribute to the
country's long-term growth.

Investment opportunities exist not only

in the food processing sector itself,

but also in services provided to food

processing companies. Following is a

list of major investment opportunities:
Increasing raw supply by
addressing problems related to
irrigation, land fragmentation,
establishment of cold storage and
collection points, and day-to-day
work with the farmers to change
their mentality (contract farming).
Small production batches are
limiting orders of local food
processing companies from
Russia, Europe and other big
markets. A single operator is
limited and outsourcing to different
producers is difficult because the
finished products are not uniform.
Cooperation under an umbrella
brand with standard production will
expand export opportunities.
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BUSINESS ENVIRONMENT FOR ARMENIA'S FOOD PROCESSING SECTOR

A DIVERSE OFFERING
OF FRUITS AND
VEGETABLES,

ALONG WITH THEIR
EXCEPTIONAL

TASTE, DISTINGUISH
ARMENIAN PRODUCTS
FROM OTHER
COUNTRIES' PRODUCE

(COMPETITIVE ADVANTAGES

Armenia's new industrial policy is the
strategic framework for achieving

greater competitiveness and sustainable
growth. It addresses the country's
economic diversification and prioritizes

the development of industrial sectors

with strong export potential. The policy

is based on 11 sectors including the
agricultural and food processing sectors,
particularly wine, brandy, canned and dairy
products. To support the development of
these sectors, the Armenian government
envisages mid-term and long-term support,
regulatory framework improvement, trade
barrier elimination, and infrastructure
development. The government also
applies an open-market policy, as reflected
in its membership in the WTO, a free

trade agreement with Commonwealth

of Independent States (CIS), and future
participation in the Eurasian Customs
Union.

The Armenian government has also been
open to new approaches. It has entered
a unigue public-private partnership with
a group of private sector representatives
from the U.S., Russia, EU states, and
the Middle East to lend support to some
sectors. The result of this partnership
was the establishment of the National
Competitiveness Foundation of Armenia
in 2008. The main activities of the
National Competitiveness Foundation
are policy development, investment
mobilization, and the implementation of
projects that can lead to positive change
in the prioritized sectors.

FAVORABLE BUSINESS ENVIRONMEN

Armenia is a relatively easy country in
which to do business, placing 37" out of
189 countries in the World Bank study
“Doing Business 2014”, the best ranking
among CIS countries. Food-processing
and agriculture are among the priority
sectors, with the government undertaking
various activities, including new legislation,
to create favorable conditions for their
growth. Armenia doesn't impose any
export duties on agricultural production
and processed food, and there is also no
volume limitation on export quantities.

LOW LABOR AND ENERGY COSTS

The average wage in Armenia is less
than those in Western and Eastern
Europe, the overall South Caucasus
region, China and nearby Turkey.
Human capital is regarded as the
country's most valuable resource.
The literacy rate is 99.4% for the
entire population. Energy tariffs are
competitive throughout the region.
Armenia has significant domestic
electricity-generating resources:

a nuclear power plant, gas-fired
thermal power stations, hydro power,
cogeneration and wind power
stations.

The complex landscape of the country
makes Armenia a unique location
where cultivation of many agricultural
products is possible. A wide range of
fruits and vegetables, along with their
exceptional taste, distinguish Armenian
products from other countries’ fruit

and vegetable-based production.
These include wine, brandy, canned
vegetables and fruit preserves, natural
juices, dairy and meat products.
Although Armenia's production of fresh
fruits and vegetables is growing each
year, there is still an unmet demand

for its fresh and processed fruit and
vegetable products.

R&D INSTITUTION

Armenia's food processing sector
receives strong support from the
country's research and educational
institutions. Currently, seven research
institutes with more than 400
researchers are involved in research
and development activities in the
areas of agriculture, food safety, food
processing, animal health control and
disease prevention, technical crop
protection, and others. The Armenian
National Agrarian University and
eight agriculture colleges prepare
highly qualified specialists for both
the agricultural and food processing
sectors. Annually, ANAU prepares
nearly 3,000 multi-profile specialists.
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WINE AND BRAND

Armenia’s quality of wine is referenced
throughout history. In one of the Holy
Bible’s most notable stories, Noah
descended from his ark sheltered on
Mount Ararat after the Great Flood and
planted a grape vineyard in the heart
of Armenia — Ararat Valley. Further
recordings include rock carvings in the
Armenian Plateau, irrigation channels
surviving from Urartian times, and
grape and wheat seeds surviving in
3-6,000-year-old casks that have been
discovered during recent archeological
digs, all of which prove that Armenian
agriculture has a history of thousands
of years.

The Urartian kings of the eighth century
BC referred to Armenia as “the land of
the vineyards”, while Greek historians
Herodotus (5th century B.C.), Xenophon
(5th - 4th century B.C.), and Strabo

(1st century B.C. - 1st century A.D.)
described the river trade on the Tigris
by Armenian merchants who exported
their excellent wines downstream to the
Assyrians and beyond.

Armenian brandy has been recognized
worldwide for its quality for hundreds of
years by such Russian Czars and British
Prime Ministers alike. Itis Armenia's
second largest export, after copper
concentrate, and contributes significantly
to Armenia's export production,
accounting for close to 14.4 million liters
with a total customs value of USD 166
million. Armenia’s share of the world's
brandy export market is 2.8% and it is the
sixth largest exporter in the world. Brandy
production increased steadily from 2009-
2013 at an annual average growth rate of
13%. According to the National Statistical
Service of Armenia, around 20.3 million
liters of brandy were produced in 2013,

a growth of 9.6% compared to 2012.
Finished product realization totaled

AMD 80.5 billion (USD 196.3 million), an
increase of 14.9% from 2012. Armenian
brandy manufacturing is an export-
oriented sector. Export comprises around
90% of the whole production (USD

170 million was exported in 2013). The
targeted export markets, however, are
limited and not-diversified: the main »

FIGURE 5. PRODUCTION OF WINE AND BRANDY IN 2009-2013, THOUSAND LITERS
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ABLE 10. SHARE OF WINE AND BRANDY [N EXPORT, USD THOUSAND

| Type/year 2009 2010 2011 2012 2013
Brandy 666507 833286 1056067 1267119 1407013
Grape wines 1489.2 28731 ... 24625 - 41318 . 42965 -
Fruitwines  1,7621 18131 1,046.4 30357 37597
Ethylspirit 1538 3061 28003 15665 54742
Jotal ...1700558 1883209 1120069 (1354460 1541917 .

SOURCE: NSS OF THE RA: 2014
export market is Russia and CIS, Except for a few large brandy
comprising 80% of the Armenia's brandy companies, most small producers lack
exports. the laboratory and bottling equipment

needed to produce high quality

Armenian brandy is regulated by the brandy. This is changing, however, as
Standard of the Republic of Armenia. the market share of small producers
According to this law, brandy must be exporting to Russia is expanding,
made from specific Armenian grape which consumes more than 80% of
varieties and must follow a regulated Armenian brandy production.

production method. All stages of
production of Armenian brandy musttake ~ With a growing demand for high
place in Armenia. Legislation governs the quality brandy, Armenian enterprises

varieties of grapes that can be used in have an excellent opportunity to
production of Armenian brandy. There is increase export volumes to the
a minimum three-year aging process, and Russian, European and Chinese
a multitude of technical requirements. markets. »

FIGURE 6. WINE AND BRANDY EXPORT DURING 2009-2013, USD MILLION
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FIGURE 7. EXPORT OF WINE BY
REGIONS, 2013
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Armenia's brandy sector is represented by
more than 20 companies in Armenia and
overseas.

Although brandy is its best-known
beverage product, Armenia produces
a remarkable variety of grapes under
soil and climate conditions perfect

for fermenting excellent dry wines.
Nonetheless, the largest selections of
wines are semi-sweet to sweet wines.
In the southeastern region of Armenia,
in Vayots Dzor, 1,800 meters above sea
level, grows one of the world's oldest
varieties of grape: Areni. Areni grape
wine is the most popular wine in Armenia.

Armenian wine production has shown
positive growth during recent years, from
4,309,000 liters in 2009 to 6,422,000 liters
in 2013, with average annual growth of
15% (see Figure 5).

According to statistical information grape
wine production (in comparable prices)
was approximately USD 18.3 million in
2013, with growth of 36.7% compared

to 2012. Realization of finished product
totaled USD 13.4 million, out of which 5.4
million, about 40%, was exported). The
main products are red and white wines
produced from local grape varieties. The
most popular varieties are Areni (red),
Kangoun and Voskehat (white).

Overall, 1.4 million liters of wine with
a customs value of USD 4.3 million
were exported in 2013. Since 2004,
Armenia's wine exports have been
growing by an average annual rate
of 35%. Exports of fruit wines have
grown more rapidly than grape
wines.

Russia and CIS countries are the main
export markets for Armenian wine
(80%). Armenian wine producers are
attempting to enter new markets such
as China, Asia and Africa, but export
to these places has been sporadic
(See Figure 6).

There is good potential for Armenian
wine production to respond to growing
consumption in the Russian market.
Investment in modern equipment and
technology will open new horizons for
Armenian wines worldwide.

Each year, the Areni village hosts

a traditional “Wine Festival,” that

not only draws in crowds from local
areas, but representatives of various
international, national and local
organizations and tourists as well.
The Areni Wine Festival opens with

a bright and spectacular parade of
the best winemakers, and includes a
number of wine competitions. m
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A XIII CENTURY MONASTIC COMPLEX
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JUICE SECTOR

Fruit growing is one of the leading
sectors of Armenian agriculture.
Favorable climatic zoning allows non-
simultaneous ripening of fruits, resulting
in prolonged shelf life and less seasonal
tension in the fruit supply. Due to
climatic changes at different altitudes,
some varieties of fruits have a unique
flavor for which they are famous both in
Armenia and abroad. Juice production
is a growing sector of Armenia’s food
processing and packaging industry.
Armenia produces high quality fruits
and vegetables, which are grown
mostly in the fertile Ararat Valley. Over
the past five years the Armenian fruit
juice industry has expanded rapidly,
and domestic production has almost
entirely replaced imports. In 2013,
packaged-natural juice production
increased by 17% percent over the
previous year. Juice production more
than doubled between 2009 and 2013.

According to statistical data, exports of
locally produced juices amounted to USD
2.8 million in 2013, 8% above 2012. In

the same year, imports were lower by 7%
compared to 2012, amounting to USD 5.7
million. As shown in Figure 10, 70% of
Armenian exports go to Russia, 5% to EU
countries, and 4% to the USA and Canada.

ARMENIA'S FRUITS
HAVE UNIQUE FLAVOR
FOR WHICH THEY

ARE FAMOUS BOTH
IN ARMENIA AND
ABROAD

Several fruit juice producers have
renovated old facilities, installed new
processing and packaging lines,

and used both locally produced and
imported concentrates to produce
higher quality juices and nectars. Two
juice companies have introduced
international food safety standards,
including 1ISO 22000, HACCP/GMP,
and I1SO 14000. Juice packaging
includes glass jars, tetra packs

and PET bottles. Three companies
produce organic juices for external
markets. The local market is highly
competitive, and juices are produced
under different brands for low to high-
end customer segments. The main
juice varieties produced from local
fruits and berries are apricot, peach,
apple, rosehip and sea buckthorn.
Other varieties are produced from
imported concentrate for the local
market. A small volume of tomato juice
is produced to cover local market
demand.

Niche opportunities exist mainly at the
premium end of the local market and
in export markets. Co-investing in new
brands with an established producer
is likely to be the most effective way to
enter the market. m




FIGURE 8. JUICE PRODUCTION, 2009-2013, THOUSAND LITRES
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FIGURE 9. JUICE EXPORTS 2009-2013, USD THOUSAND
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MEAT PRODUCTS

THE ARMENIAN
HIGHLAND WAS ONE
OF THE CRADLES OF
DOMESTICATION OF
WILD CATTLE AND
SHEEP

Animal husbandry has also been
practiced in Armenia for thousands

of years. Studies have indicated that

the Armenian Highland was one of the
cradles of domestication of wild cattle and
sheep. Armenia's mountainous pastures,
spacious grasslands and Alpine meadows
have created favorable conditions for
animal husbandry. In addition to cattle and
sheep, ancient Armenians kept a large
number of goats, poultry, horses, mules,
and donkeys.

In the plains, especially in marshy places,
buffalo breeding was developed. But
Armenia was mostly famous for horse
breeding. There is historical evidence of
“runner” type horses being exported in large
numbers from the Armenian Highland. The
historian Strabo (64 BC — 24 AD) wrote that,
to his delight, Armenian horses were tall and
had “unequaled beauty”.

Armenian meat consumption is the highest
in the South Caucasus region — 45.5 kg
per capita (2012). The major meat groups
are poultry, beef, pork, sheep, and a small

FIGURE 11. MEAT PRODUCTION, TONS, 2009-2012

quantity of goat. Armenians consume
chicken moderately, estimated at 40,000
tons per year with local production limited
to 8,000 tons per year. Through various
market channels, some 130,300 tons
(live weight) of meat and poultry was
consumed in 2012.

Meat production in Armenia experienced
moderate growth of 5% between 2009 and
2012. Cattle production during this period
increased by 16%. Beef has the biggest
share of Armenia's meat diet, accounting
for 65% of all meat production. The import
of bovine meat in 2012 was 8,335 tons
with a value of USD 20 million. Bovine
meat is consumed primarily by Armenian
meat processors, as the production cost
for local beef is relatively high.

Pork is used for traditional BBQ and has
seasonal demand which increases during
the summer. Local pork is quite tender and
tasty, although it is 60% more expensive
than imported frozen pork. Locally
produced pork accounts for about 67%

of Armenia's pork consumption. In 2012,
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ABLE 11. MEAT PROCESSING VOLUMES, TONS, 2009-2013

Meat (not including domestic
consumption by farms)

Meat products
Semi-prepared meat

Armenia’s imported pork meat was valued
at USD 11.4 million. The use of pork in
processing is very limited.

Sheep production in Armenia increased
by 32% between 2009 and 2012 and
reached 687074 animals in 2013. Local
lamb consumption is limited, and more
than 74% of locally produced lamb

is exported to Iran and other Islamic
countries. Two halal slaughterhouses were
recently established in Armenia that export
chilled lamb meat to Iran. Armenia has
export restrictions on live sheep of 500,000
animals per annum, which is intended

to protect the local market from price
fluctuations. Sheep meat consumption in
Armenia is strictly seasonal and is around
2.5 kg per capita.

There are more than 70 meat processing
entities operating in Armenia. The seven
largest processors have more than 80% of
the market share. Meat processing grew
overall by 11% between 2009 and 2012.
Production includes more than 70 types

of sausages and processed meat. High-
growth categories include raw, cooked,
semi-smoked and smoked sausages, raw
smoked meat products, bacon, jerky, and
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4672 4,757
499 633

OURCE: NSS OF THE RA; 2014
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traditional Armenian products. Imported
meat is the primary raw source used by
meat processors, with locally produced
meat supplying Armenian processors only
3% of their raw meat.

Armenian processed meat consumption
is estimated at 10,500 tons per annum,
of which imports account for about 48%
at a value of USD 7.7 million. In the last
three years, the volume of export of meat
products has approximately doubled.
Georgia is the main export market for
Armenian processed meat.

There is potential to improve Armenian
animal breeding technology, such as
breeding new types through artificial
insemination, introducing new meat
producing varieties, and applying a
carcass grading system.

In meat processing, there appears to be
an opportunity for developing a niche
market of high value products made of
local meat. There is also the potential

to expand the export of local products
to existing and new markets, although
considerable promotional support for
overseas markets is required.

ABLE 12. SHARE OF PROCESSED MEAT PRODUCTS EXPORTED DURING 2009-2013

Sausages 436,735 460,240 844,049 1,414,521 2,015.210
Canned meat 418096 584561 327,871 1,384,163 601,764
Meatand edible . 55.804 23 841 83,397 142 576
meat offal : : : : :

Ef‘?gll”y MEETERS n/a n/a 45710 140,497
Salted, dried or 44 g5p 12,949 23 800 19,037 2079
smoked meat . . . . .

Total 868,786 1,113,554 1,219,561 2,946,828 2,902,126

SOURCE: NSS OF THE RA; 2013

ARMENIA'S
MOUNTAINOUS
PASTURES, SPACIOUS
GRASSLANDS AND
ALPINE MEADOWS
CREATE FAVORABLE
CONDITIONS FOR
ANIMAL HUSBANDRY



E FOOD PROCESSING INDUSTRY IN ARMENIA

MEAT PROCESSING AT THH
BARI SAMARATSI COMPAN










PACKAGING OF SAUSAGES AT THE
BACON PRODU
EAT PROCESSING COMPAN













EAT QUALITY CONTROL LABORATORY
IN THE NATFOOD MEAT PROCESSING
(COMPAN










HE FOOD PROCESSING INDUSTRY IN ARMENIA

100

DAIRY PRODUCTS

ARMENIA PRODUCES
MAINLY WHITE
SOFT CHEESE,
APPROXIMATELY
50% OF WHICH IS
EXPORTED

The Armenian dairy sector is highly
competitive and its growth has been
strong, increasing by 7% between
2009 and 2012. The sector satisfies
Armenian consumers' growing demand
for traditional dairy products, such

as cheese, yogurt, sour cream and
curd. There are 61 operating dairy
enterprises currently in Armenia. The
sector is dominated by Armenian
entities. Pasteurized milk constitutes
90% of dairy production in Armenia.
Approximately 52.4% of Armenia's milk
production is processed, and milk prices
vary from AMD 100-180, depending on
the harvest season. The total volume of
milk produced in Armenia was 339.5
million liters in 2013 with a growth of 7%
over 2012. According to FAO, Armenian
milk consumption is high, at more than
150 kg per capita annually. The milk
manufacturing industry is still operating at
30-40% of capacity, with great potential
for expansion of the consumer market.

Dairy production, including yogurt,
kefir, matsun (traditional yogurt), curds

and sour-cream, is sold domestically.
Armenia produces mainly white soft
cheese, totaling 17,630 tons annually,
approximately 50% of which is exported.
A few companies produce non-traditional
cheeses such as goat feta, camembert,
gouda, edam and mozzarella, though
their volume is insignificant when
compared to traditional Armenian
cheeses. The volume of high-fat quality
milk is low, even though some 50% of
Armenian grazing lands are alpine and
sub-alpine zones. Cheese imports,
mainly yellow soft and hard cheeses,
account for 1,035 tons annually.

In 2013 Armenia's dairy exports
significantly increased to USD seven
million, several times more than 2012
exports which were USD 2.7 million.

In the last three years, cheese exports
also saw significant growth. In 2013
over 1,540 tons of cheese was exported
from Armenia, three times more than

in 2012. Moreover, in 2013 Armenia
exported approximately 9% of its cheese
production, with the rest consumed in

FIGURE 12. DAIRY AND CHEESE PRODUCTION, TONS, 2009-2013
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ABLE 13. MILK PROCESSING VOLUME

2009

Cheese (ton) 17,465
“Milk (million liter), does not '
include domestic consumption 287
~of farms .
Kefir (ton) 240
. Curd (ton) 738
 Glazed cheese curds (ton) -
Matsoun (ton) 2,823
-Sour cream (ton) 3,059

the territory of Armenia. At the same
time, imports of all types of dairy have
declined, due mostly to the high quality
and production expansion of local dairy
products.

In recent years, five Armenian dairy
producing companies have installed
technology for dry milk production, with
their capacities reaching 1,400 kg per hour.

2010 | 2011 | 2012 = 2013 |

17,047 17,614 17,658 17,375
300 316 320 340
230 275 247 222
736 950 849 1011
128 116 106 93

3055 3519 3142 3,551
3153 2864 3401 3,453
SOURCE: NSS OF THE RA; 2014

Investment opportunities exist in
improving primary production, such

as breeding new milk varieties.
Possibilities exists in high-value cheese
production, both for local and export
markets. New investors can join well-
established companies to work in an
import-substitution model. Current
cheese imports are approximately USD
five million. =

FIGURE 13. EXPORT OF DAIRY PRODUCTS IN 2009-2013, USD THOUSAND!
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MATZOUN IS A
FERMENTED MILK
PRODUCT OF
ARMENIAN ORIGIN,
WHICH CONTAINS
LACTICACID BACILLI
AND IS HISTORICALLY
USED FOR VARIOUS
MEDICINAL PURPOSES
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DRIED FRUITS

ARMENIA HAS
THOUSANDS OF
YEARS OF TRADITION
IN MAKING

DRIED FRUITS,

WITH WRITTEN
TESTIMONIALS
DATING TO THE 5TH
CENTURY B.C.

Armenian-grown fruits and processed
fruit products (dried fruits, jam,
compotes etc.) are well known for
their superior tastes, aromas and
commercial appearances. Armenia’s
tradition of drying fruits dates back
thousands of years with written
testimonials from the 5th century B.C.
The Greek philosopher Herodotus,
when describing the social-political
life of Armenia in his The Histories,
noted that Armenian merchants used
to transport dried apricots, peaches,
raisins, wine, and other products
along the Tigris and Euphrates rivers.
During the Soviet era, Armenia was
designated the fruit capital of the
Soviet Union.

Dried food production is one of the
Armenian agricultural sector's top
industries, existing in almost all regions
of Armenia. There are more than 5,500
dried food producers across Armenia,
98% of which are individuals with less
than one ton of annual production
capacity. Producers operate near
supply locations or grow fruits and
vegetables themselves. Most of the
producers are located in the Armavir
and Ararat regions, which together
contribute 65% of the country's
production of the dried fruits. Armenia's
annual production of dried fruits and
vegetables reaches 1,000 tons per
annum, with apricots accounting for
some 52% of this total and prunes »

ABLE 14. SHARE OF DRY FRUITS AND VEGETABLES IN EXPORT DURING 2009-2013, USD

, 2009 2010
Dried fruits 64283 133,833
Vegetable dried 713 618

Total 64,996 134,451

2012

L 2011 | 2013
121289 137,629 261,734
6727 10507 36,152
128016 148,136 207,886

FIGURE 14. DRIED FRUIT TRADE BALANCE 2009-2013, USD THOUSAND
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and peaches combining for about
32%. Dried fruit production also
includes pears, apples, figs, grapes
and persimmons. Average per capita
consumption of dried fruit is 0.8 kg per
annum, which is expected to grow.

Armenia has about 40,000 hectares

of orchards, which is less than 2% of
Armenia's agricultural land. Production
of dried fruits is growing steadily, with
potential for substantial further growth.
The dried fruit sector is capable of
expanding to accommodate increased
demand for exports and additional
demand from the domestic food
processing sector. Up to 25% of the
fruit harvest is estimated to be wasted
because of lacking post-harvest
methods and inadequate logistics

and packaging materials. In order to
reduce such waste, it is necessary to
increase the proportion of raw fruits and
vegetables that undergo processing.

Export of dried fruits has seen strong
growth, increasing by about 20%
annually between 2009 and 2012. The
main export destinations of Armenian

dried foods are the Russian Federation,
USA, France and Switzerland. Imports
account for about 50% of the Armenia's
total dried fruit consumption. This will
decrease as local ventures expand their
production.

The majority of dried fruit producers
use solar dryers, and bigger entities
have invested in electrical or combined
dryers to increase productivity and the
quality of dried fruits. Notably, Armenian
dried food production is entirely based
on local supply; no dried food is
produced from imported input.

There is ample opportunity to invest

in dried fruit production, including
modern equipment, packaging,

and primary production. With the
introduction of modern processing and
packaging technologies, there is strong
potential to successfully enter major
international markets. There is a niche
market for dried organic fruits with
ample opportunities and advantages.
Confectionaries are another important
niche for the development of dried
food production. m

DRIED FOOD
PRODUCTION IS ONE
OF THE ARMENIAN
AGRICULTURAL
SECTOR'S TOP
INDUSTRIES, EXISTING
IN ALMOST ALL
REGIONS OF ARMENIA

ARMENIAN DRIED
FOOD PRODUCTION
|S ENTIRELY BASED
ON LOCAL SUPPLY;
NO IMPORTED FRUITS
ARE USED IN THEIR
PRODUCTION












RADITIONAL WAY OF DRYING FRUITS
AND VEGETABLES IN HOUSEHOLD
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PROCESSED FRUITS,
EGETABLES AND

HERB

(Te)

PROCESSED FRUITS
AND VEGETABLES
HAVE RECORDED
STRONG GROWTH,
WITH EXPORTS
DOUBLING BETWEEN
2009 AND 2012

In the frescos and carvings found
throughout the ancient Armenian
churches, visitors will see Armenian
grapes, pomegranates, apricots,
apples, and peaches smile at them
from thousands-year-old pieces of art.

It is written that in the 4th century
BC, while returning from his eastern
invasions, Alexander the Great took
seeds and young apricot plants

and named the new fruit “Armenian
apple” (Malus armenica). Later on,
the well-known strategist Lucullus of
Ancient Rome, unable to defeat the
troops of the Armenian King of Kings
Tigran the Great, retreated to the
Mediterranean coast, taking apricot
plants from the Ararat Valley and
naming them “Armenian prune” (Prunus
armeniacum).

Fruit and vegetable processing is one
of the leading sectors of Armenian
industry, although the volume of
production depends greatly on the
agricultural output. Over the last few

years, capital investments made in
Armenia's fruit and vegetable sector
has exceeded USD 20 million. There
are 40 companies in Armenia operating
in the canned food production sector,
located in almost all the regions of the
country.

Processed fruits and vegetables have
recorded strong growth, with exports
doubling from 2009 to 2012. Exports

in 2012 accounted for 94% of the

total production, valued at some USD
14.5 million. 2013 saw an increase in
exports of 6.1%, totaling approximately
USD 15.4 million. Russia is the primary
export market for Armenian processed
fruits and vegetables (73%). Other
major export markets are other CIS
countries (10%) and USA (8%). Many
Armenian processors work under
umbrella brands of Moscow-based
retail chains.

Armenia's wide range of processed fruit
and vegetable products includes fruit
jams, preserves, canned cooked »

FIGURE 15. PROCESSED FRUIT AND VEGETABLES, TONS, 2009-2013
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| 2010 2011 2012
Vegetables, : : ‘ ‘
preserved in 315,479 573,112 775,978 1,255,151 886,784
vinegar . — — — B -
Preserved 1,389,165 1,926,713 2,503,702 4,267,624 3,692,826
“vegetables : o o o o L
Processed tomato 1,000,177 352,735 771,327 1,211,150 908,775
Fruit jams 11,580,363 1,223,575 1,167,271 1,220,178 1,564,536
Fruit preserves 1,656 313 3143 4985 14072
f?;ﬂir processed 450085 3465815 5375085 6551913 8,318,398
Processed berries 257.435 67535 4839 54221 61,088
Total 6,996,260 7,600,798 10,691,345 14,565,222 15,446,449
vegetables, and ready-made meals. raw volume expansion and consistent
The Armenian market is the primary supply are required. Tomato processing
consumer of canned vegetables, constitutes about 33% of Armenia's
while preserved fruits are mostly total processed fruits and vegetables.
exported. Many Armenian households Tomato puree for local markets is in
still process fruit preserves at home. retail packaging, while aseptic drums
Processed fruits have great export are used for exporting Armenian tomato
potential, though orchard productivity, purees. »
THERE ARE 40
FIGURE 16. IMPORT AND EXPORT OF PROCESSED FRUIT AND VEGITABLES, TONS, 2009-2013 (0MPAN|ES |N
10,000
ARMENIA OPERATING
9,000
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8,000
PRODUCTION SECTOR,
. LOCATED IN ALMOST
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4,000 COUNTRY
3,000
e DURING THE SOVIET
1,000
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WHILE RETURNING
FROM HIS EASTERN
INVASIONS IN THE
4TH CENTURY B.C,,
ALEXANDER THE
GREAT TOOK SEEDS
AND YOUNG APRICOT
PLANTS AND NAMED
THE NEW FRUIT
“ARMENIAN APPLE"
(MALUS ARMENICA)

Many Armenian fruit and vegetable
processors currently operate at

only 30% capacity due to limited
operational capital and inconsistent
raw supplies. There are opportunities
to invest in modern tomato processing
equipment. Baby food and organic
products may also be good long term
investment strategies in the Armenian
processed fruits and vegetables
sector.

Armenian wild herbs are extensively

used in tea production, cooking, and
for medical and cosmetic purposes.
Herbs are collected and processed
by hand. There are few companies
that produce Armenian herbal teas.
The herbs are available in all regions
of Armenia and grow widely, and
there is no estimate on the potential
volume or other related data on locally
grown herbs. However, there is great
opportunity for investing in packaging
and marketing Armenian wild herbs
for export. m




FIGURE 17. EXPORT VOLUME OF PROCESSED FRUITS AND VEGETABLES IN 2009-2013
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FIGURE 19. VOLUME OF EXPORTED HERBS IN 2009-2013, USD

180,000
160,000 156,805

140,000

120,000

100,000

80,000

60,000

40,000

20,000

2009 2010 2011 2012 2013

SOURCE: NSS OF THE RA; 2014

FIGURE 18. EXPORT OF CANNED FRUIT
AND VEGETABLE BY REGIONS (BY
ICUSTOMS VALUE): 2013
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EGETABLE SORTING LINE A
EUROTHERM (NOYAN) FOOD
PROCESSING COMPAN







