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Executive summary






The current study on smallholders and family farms in Armenia is prepared within the framework
of the FAO Regional Initiative on Empowering Smallholders and Family Farms for Improved Rural
Livelihoods and Poverty Reduction. The initiative is carried out in seven countries in Europe and
Central Asia: Albania, Armenia, Georgia, Kyrgyzstan, Republic of Moldova, North Macedonia, and
Tajikistan.

In all seven countries, smallholders and family farms represent a potentially key resource to achieving
sustainable economic, social and environmental development. However, most of them are often not
economically viable and thus remain the poorest and most vulnerable part of the population.

The objective of the Regional Initiative and the current country study is to create an inclusive knowledge
platform on the needs, challenges and constraints for smallholders and family farms and on the policies
and their preconditions for targeting these needs in each of the FAO programme countries. These will
further be used to strengthen policy formulation in support of smallholders and family farms in the
seven countries and in the region.

Structural analysis and qualitative
description of the sector

Currently in Armenia there is no formal definition of smallholder or of family farms, and it is generally
accepted that all farms belonging to physical (natural) persons are family farms. At the same time,
in most cases family farms also can be considered as smallholder farms, given the size of owned/
cultivated land, which is smaller than 3 ha for around 89 percent of household farms in Armenia.

Farmers received land ownership after land privatization in 1991, when, according to estimations,
around 320 000 to 340 000 family farms were created. Nowadays, according to the Agricultural Census
of 2014 (NSS, 2016a) there are 360 611 household holdings involved in agricultural production.

Farms in Armenia are small. Around 42 percent of family farms are smaller than 0.5 hectares. The
average farm size of family farms in Armenia is 1.48 hectares. At the same time, the farms are highly
fragmented, with around 30 percent of the land belonging to family farms consisting of more than
six land plots. In line with the prevalence of small-scale family farms, the role of family farms in the
agricultural sector of Armenia is very significant; roughly 97 percent of the country’s gross agricultural
output (see Table 5) is produced by family farms, including around 99.5 percent of plant-growing
produce and around 92 percent of animal husbandry produce. There is no data on the contribution of
family farms to fishery and forestry sectors. The only available data is about area of the basins used for
fish farming, where 76 percent of the total area of the basins are managed by family farms.

Agriculture is one of the most important economic sectors of Armenia. During 2005-2015, it comprised
around 18 percent of the national gross domestic product (GDP), and each year since 2010 has had
contributed significantly to GDP growth. Agriculture is an important source for exports in Armenia,



accounting for more than 20 percent of total exports during recent years (see Table 11). At the same
time, agriculture is considered an important income source, and according to official statistics, it
provides employment to 35.3 percent of the employed population of Armenia (2015), of which 54
percent are women (NSS, 2016d).

In total, there are 2 045 500 ha of agricultural land in Armenia. This comprises 68.8 percent of the
country’s total territory, with about 0.15 ha of arable land per capita. As of 2016, 21.3 percent of
agricultural land belongs to family farms. At the same time, the level of uncultivated agricultural lands
is worrisome; as of July 2016, the majority of land belonging to state or community - around 66.9
percent of the total agricultural land - was neither rented nor used (SCREC, 2016). Furthermore,
according to the Agricultural Census of 2014, around 33 percent of arable land belonging to family
farms and commercial organizations also is not cultivated.

The small scale of production and the low level of specialization hinder smallholders in forming durable
links within value chains. As a result, the cases of long-lasting cooperation between smallholders and
their sales channels are very few, and mostly “traditional” value chains prevail. At the same time, vertical
and horizontal integration through cooperatives, farmer groups or associations are not common.

Smallholders in Armenia have access to several sources of funding: commercial credits and loans,
grants, government subsidies, remittances, and personal savings.

In terms of their availability for smallholders throughout Armenia, the services of financial institutions
can be considered satisfactory; however, the accessibility of their services, especially loans, remains
problematic. This is mainly because of collateral and guarantor requirements and high interest rates;
additionally, there exist only a limited number of products with flexible repayment schedules and grace
periods. For women, access to loans is especially severe.

Local production of fertilizers, agrochemicals, animal health and treatment pharmacies in Armenia
are nearly absent. Some locally produced organic fertilizers are available, though their production is
not set on a wide scale. Although almost all fertilizers and agrochemicals are imported, in practice
there are no issues related to the availability of these inputs. The main issue here is the quality. Seeds,
seedlings and saplings are mostly produced locally - by scientific centres, breeding stations and farmers
themselves. Imports are significant in case of cereal and potato seeds.

To facilitate farmers’ access to agricultural inputs, the Government of Armenia has since 2006 implemented
several programmes that help farmers access primary agricultural inputs, such as fertilizers, seeds and
fuel, with below-market prices. The programmes also help farmers access agricultural machinery and
modern production technologies through loans with subsidized interest rates.

The agricultural education in Armenia is not satisfactory and requires improvements. After the
introduction of a market economy, the educational institutions didn’t manage to adapt to the new
situation. Today, the main problem of Armenia’s agricultural education is a mismatch between the
quality and quantity of graduates and the needs and employment opportunities generated by the
agricultural sector. Furthermore, the involvement of women and men in agricultural studies is
disproportional to their employment in the sector.

There are a number of scientific centres and research institutions working in the field of agricultural
research. However, it should be noted that, in general, expenditures for research and development in



Armenia are low, and the involved organizations are often underfinanced to expand their research. In
addition, because of difficulties with information flow, it is challenging for farmers and for research
and development institutions to “find” each other.

According to the Ministry of Nature Protection (2015), the territory of Armenia is characterized by
high seismic activity and intensive exogenous processes, which contribute to occurrence of landslides
and erosion. Another significant problem in Armenia is salinization.

It is expected that the problems related to land quality, water availability and occurrence of natural
disasters will continue to worsen because of the negative impacts of climate change.

The supply of drinking water is mainly organized by a privately owned utility company, while the supply
of water for irrigation is organized by the Water Users Associations or by the communities themselves.

Since independence, the population of Armenia has recorded a significant decline - from 3.5 million
inhabitants in 1990 to 3 million in 2016. Changes in population are related both to migration due
to economic hardships after independence and to the declining rate of the natural growth of the
population (NSS, 2016h). Thus, according to recent demographic data from the National Statistical
Service of Armenia, the population of Armenia is aging (NSS, 2016h), with more than 13 percent of
people 60 years old or older.

Agriculture is the biggest employment sector in rural communities — 68 percent of the employed rural
population were involved in agriculture in 2015. At the same time, the biggest income source in rural
areas is wage earnings — 37.6 percent of total income comes from wage earnings that include both
on-farm and off-farm employment. Agriculture-related sources, such as sales of agricultural products
and livestock, consumption of own-production food were 25.6 percent for 2015 (see Table 21). On
one hand, this trend indicates a strengthened market orientation and higher purchasing power of
rural households, and on the other hand, it signals a tendency among rural residents to leave own
agricultural activities and shift to paid work, either agricultural or non-agricultural.

Poverty is a serious concern, as almost one-third of the total population - 29.8 percent - are poor
(NSS, 2016€). In many communities, problems that still need to be addressed include the availability
of pre-school facilities, distance of primary schools, access to sewage systems, quality of roads, and
availability of inter-community public transport.

Current political priorities and policies
affecting smallholders and family farms

Currently, the main national policy documents related to smallholders include: Republic of Armenia
Prospective Development Strategic Programme (PDSP) for 2014-2025; Rural and Agricultural
Sustainable Development (RASD) strategy 2010-2020; Republic of Armenia Food Security Concept



Paper and Strategy on Development of Food Safety System in the Republic of Armenia; Concept Paper
on Community Amalgamation and Establishment of Inter-Community Unions; Concept Paper and its
Action Plan on Consolidation of Peasant Farms in RA, as well as Law on Agricultural Cooperatives.

Overall, agriculture-related national policies in Armenia reflect the needs, constraints and challenges
of the agricultural sector and, to some extent, of smallholders and family farms. However, they are
written in a vague manner, with no definite measurable indicators and milestones for implementation
and monitoring of achievements. Most of the policies are characterized as ad hoc, not targeted towards
overall national interests but rather created to solve numerous specific problems.

At the same time, effective implementation of government policies is threatened by the scarcity of
financial resources provided to the sector, by the lack of transparent implementation mechanisms, and
by the weak institutional and technical capacities of the middle and lower chains of the national and
regional public administration bodies responsible for direct implementation.

Conclusions and recommendations

Needs, challenges and constraints of Armenian family farms are largely intertwined with each other; in
many cases there is a circular connection among them, and it is difficult to assess which is the primary
cause of the others and whether government policies can provide solutions.

The sector’s primary needs include higher profitability; more rural non-agricultural jobs; and access
to social services, rural infrastructure and improved livelihoods for both women and men. The
sector’s current deficiencies have led to many challenges, such as reduced involvement in farming;
land abandonment; poverty; increased migration; limited investments in agriculture, personal and
rural development; deterioration of quality of life in rural communities; the refusal of the young rural
generation to work in agriculture and their subsequent outflow from villages; decreased childbirth;
ageing farmers; and increasing gaps between livelihoods in rural and urban areas. Other important
challenges are climate change and increased competition.

The constraints that prevent smallholders and family farms from fulfilling their needs and realizing
their full potential for economic, social and environmental development in Armenia can be categorized
as structural constraints (including land fragmentation), lack of access to irrigation and agricultural
machinery, product-related constraints, inability of smallholders to cooperate, and price volatility.
The financial constraints of Armenian smallholders are mostly in terms of an absence of agricultural
insurance, high interest rates, and collateral requirements. Technological constraints are seen as vague
links between farmers’ challenges and scientific and academic research implemented in the country,
and access of smallholders to practical consulting. Constraints related to production resources include
quality of inputs and quality of soil.

Other factors worthy of discussion in the context of smallholders’ challenges, constraints and needs are
the low level of government spending on agriculture, non-efficient and negligent local governance, and



gender-based inequalities that limit women’s access to land, financial resources, agricultural inputs,
markets, information and extension services (FAO, 2017b).

The main points of policy recommendations in terms of targeting smallholders’ needs, challenges
and constraints include: formation and enhancement of the regulatory framework for the agricultural
sector, particularly the definition of smallholders; farm structure improvement; enhancement of
extension services; diversification of employment opportunities; facilitation of cooperative structures;
introduction of agricultural insurance; investment support mechanisms and agricultural value chain
financing; regional specialization; climate change mitigation and adaptation measures; and advancing
rural women’s economic empowerment in the framework of Article 14 of the Convention on the
Elimination of all Forms of Discrimination against Women.
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Cuywunwbnud gnponn thnpp Sbpdbpuyht bk ptnwikljul ggninughwljub manbunypyniaubph
Jbpwpbpuy unyt nunudbwuhpnipniip wunpwundlp b Nuwpbh b ggniqununbungeyub
Juqdultpynipyua (MYY) Fnquljut Awdwyuptbph jtvwdwlupnulh pupbjuddut b
wnpuinnipjuwl fpdwndwt tyuinwlnyg thnpp $bpdbpughtt b pnwtbjwt gniqughwljwb
nbnbunipyniiubph  Agnpugnud  nwpuwdwypeowbuyhtt twjuwdbnunipjut Jpowtwljubpnid:
Luwuwdbnunipnitt hpwluwbwgynwd | GYpnuyugh b Uktnpnuwlwt Uuhuygh jne Gpypbbpnod.
Uppwtthw, Cwjwunwb, Ypwunwi, Lpnqunub, Uninndujh Cwupuwbnnipindd, {nuwhuwht
Uwltinnthw o bk Swohutnw:

Ennp ne bpypubipnud, thnpp $bpdbpught bk ptnwikjut gninughwljwl munbunipnitbpp
hwunhuwbnwd B Juynit ntnbuwlub, unghwwlwt b ptuywhywowlwt qupqugdut
htwpwynp wnwagpuyht nbunipu: Uwluyt, pubg dbs dwup, jwn Awdwju, nbnbuwwbu
Yhauntawy sk b Awtnhuwbnud b ptwljsnipjut wdktwwnpwn b fjungbijh funwipp:

Swpwoéwpowtwhtt bwjuwdbninipjut b unyt nunudbwuppnipjut byuwnwl b unbindty
ghunbjhpubph tbpwnwlut Awppwl thnpp dbpdbpuyhtt b ponwibljul gninughwljwt
nbwnbunipjnitubph Yuphpubiph, dwpnwhpwybpobph b jungspunnunabph, husybu twlb MY
dpwqpuyht bpypubiphg nupupwbgnupnod wyn juphpubipp Awugbwgpbnt punupwljwinipwi
b npuig twpwwuwydwutbph JEpwpbppu;: Tpwbp Abnwquynud joquugnpddbu nd juy
e bpypubpnud b tnwpudwypowtnud thnpp $ipdbpuyhtt b ptnwibjut gninughwlub
ntwnbunipnitubph wowlgdwt punupwljwnipjut dwdnpdwt gnpépupwgt wdpuwunbnt

hwdwp:

N npwnj funniguopwgh yEpnidnpynia b
npuljuljwt ujupuqpnipiniu

Lbpuynudu, Cwjwunwonud shuw thnpp - $bpdbipughtt jud  punwtbljut ggninughwljub
ntnbunpynittbph wupunntwlut vwhdwond, b panhwingp wndwdp pupniadws L, np
dhahjulut (ns hpuwdwpwiwluy) widwig yunluinn b gnimuntnbunipjudp qpungnn
pnnp nbnbunipniubpp punwtbkuwt gniughwljut nbnbunipynisubp Bu: Uhlianygt
duwdwbwl, jwwn nhypbpnud phnwtblut gniqughwluwt ninbuneynitubpp fupnn G
hwdwpdtp twl dinpp $bpdbpuyhtt manbuniegnitubp’ b tunh niobbwnd ubthwlwineni
hwtnhuwgnn/dwlynn Anquunwpwoph swihp, npp Cwjwunwand gniqunbnbungpyudp
qpunynn ntwht manbunipnitttph dnn 89 tinnuh Awdwp thnpp | 3 hw-hg:

Cnnuunbpbipp dbnp Lo phplp Annh ubthwlwinequt hpwyniip 1991p.-htt nmbinh niubkgud
Annuunwpuwopubiph ubthwlwtw)unphdw gnpoéplpwgh wpryniupnud, bpp, pun hwpJuplubph,
unbindytig onipg 320 000-hg 340 000 punwubljwt gninughwljwt wniwnbunipini: Ujuop, pun
2014p.-h Fnuquuntnbuwlut Awdwnwpus Awpdundwt (U0, 2016w), 360 611 nmuwjhl
nbnbunipinit qpunynud b ggninuintiinbuwljul wpnwnpnipyudp:



Cuywutnwinud ggniqunbnbunipjudp qpundnn manbunipyniatbpp thnpp Bu: Conwbbljub
gniqughwljwt nanbunpgniatbph onipe 42 tinlnutt nith 0,5 Aw-hg ng kS nmwpwop:
Cunwbbljub gninughwljuwt ntnbunipniuttph dhohttinwpwopn juqdnid b 1,48 Aw: Uhlianyu
duwdwbwl, manbunipgniatbpp puduwluwiht dwubwndwsd B, pnwakljut gnuiqughwljwb
ntuwnbunipynittbpht yunlwinn Annuunwpuwopubiph wybijh pwt 30 ninnup punugus kg
b wdby Annudwuhg: @Gl Cwywunwinid ghipulpnnid Bu thnpp pbnwtbut gniqughwljwb
nbnbunipnitubpp, wyinmudbuwithy, npubg nbpp gwn juplinp L Epyph gniquntnbuntpyub
hwdwp. gnuqunbnbuntpjut Awdwjuwnt wpnwnputph dnnwdnpuybu 97 tinnup (nk'u
Unuuwly 5) wpnunpdnud o pbnwibjut gniqughwljut nbnbunpjndatbph Ynndhg,
wyn pYnud’ pniuwpnionipjul wpnwnpuiph onpe 99,5 winljnup, b whwubwpnidnipjul
wpunwnpuaph dnin 92 ninfnup: Qiuwpndnipjut b whnwnwihtt nbnbunipjut npnpuinubpnud
punwiblub $Epdbpught nunbunipniutbph nbph Jepuwpbpu) nd jujobp wnljw sku: Sy jwjubp
hwuwbbh & dhwyt Ajuwpnidwpwattph Ynnihg oqunugnpdynn wduquitbph mwpwopubph
Jbpwpbpyuy, pun npp wjwquutbph pinhwingp wwpweph 76 ninnup wbophtnwd L
punuwibljuwt ggninughwlwi nbnbuneyniutbph Ynnuhg:

Gnuuintuinbunipniap L& manbunipqut juplinpugnyt npnpuntbphg bl §: 2005-2015pp.
wjt Juquty b Epyph Awdwjuwnt tbppht wpryniaph (CUU) dnn 18 tinljnup, b 2010p--hg h 4bp,
jnipupwitsnip wnwph, qquihnpbt byuwunk) b CUU wéht: Snuunbnbunipinidip juplnp
ntip | qpunbgund bplyph wpnwhwidwt junnigduépnud. dbpohtt tmwphubph pbpwugpnud
wjt Juqul b wpnwhwidwd pinhwong swdwih wybih pwt 20 minljnup (nb'u Unnwwl 11):
Uhlunyt dwdwbwl, gyninuntuntunipyniap hwdwpdnod b Bjudnh jupbnp wnppnip, b pun
wuounnwlwa Jhdwlwgpnipjuwt, wi wuwnwip b wywhndnud {4 qpunduodtbph 35,3
wnnljnuht (2015p.), npntg 54 inljnup jutwp o (UYG, 2016n):

CCnud gnuquintunbuwljuwt Wwbwlnipjut Anqunwpuwopubpp juqdnud B 2 045 500 hw,
husp uqunud £ Gpyph pnhwing tmwpwoph 68,8 wninljnup: UL ptwlsht pwdht b paljunud
dnun 0,15 hw Jupbjuwhnn: 2016p. npnipjudp, gniquntnbuwluwt ywibwlnipjut Anntph
21,3 wnljnup wuwunlfwund | oponwoblut nbnbunipindsubpht: Uhlitngt dwdwbwl;,
shhwljdnn gniquuntinbuwluwt Annbph pwbwlp dnnwhnghs b 2016p. Anyhuh npnipjudp,
whunwluwt b Awdwjupuyh ubthwlwinipnit Awtnhuwgnn Annbph dbd dwup, npp juqdnud
b pinhwnip gniquintnbuwljuwt bywtwlnipjut Annbph dnn 66,9 tinljnup, qupdwljuws
sh b sh oquuugnpéynud (Ubpwupd gnyph junwuwnph yhnwlwb Yndhnt, 2016p.): Fugh wym,
puin 2014p. Gnunbtnbuuljut Awdwnwpwd Awpdundwl, pnwiblijut gniqughwljui
nbnbunpjnitubphtt b wnlunpuyhtt juqdulbpuynipjndtbphtt yunwinn Jupbjwhnntph
dnwn 33 imnnup tnybybu sh dpwlynud:

Upunwnpnipjut thnpp dSwjwijubpp b dwutwghnwgdwt guop dwlupnulp junspannuinod
Lt thnpp dbpdbpuyhtt munbunipynitubpht wdnip juybp Awunwnty wpdbynpwubpnud:
Upmyntapnud, thnpp $bpdbpughtt nbnbunipjnisubph bt npuig wpunwnpuuph hpugdwa
ninhubiph dholt Eplupunl Awdwgnpéwlgnipjut nwpbpp pwwn phs bu, b Ahdtwlwunod
gbpwlpnnud ko wpdbph unbnddwt  «wdwinuljui» npwubpp: Uhlingt  dwdwbwl,
Ynnugtpunpyabiph, plpdtpught fudpbiph jud wunghwghwbph dhgngny nipnuhuug b
Anphgnuwljub hunbgpdw ypulnhut nwpudqus sk:

CC-nud thnpp $bpdbipuyghtt mtnbunipnitubphtt Awuwbbh Bo $htwtvwdnpdwt dh pwth

wnpynipbbp’ Juiplibp, ppudwynphutp, yhnwlut unipuhnudnpnud, wpnbpphg vnwggus
npudwlui thnjuwbgnultbp b wdtwlwb jubwynnnipmiuubp:



L nno nmwpwopnud htwtuwljw Awunwinnipjnibtbph wnfuynipyniip thnpp $pdbpuyhe
nbnbunipynittbph Awdwp Yupbh b Awdwpl) puadupup, vwljugt nputg Swnwgnipniaabph
hwnluuybu Juplbph  dwngbjhnipgniop dond b uanpuwhwpnygg:  <hdbwlut  futinhpp
pwpnibwlnud b daw) gpudh b bpugjuwdnpubph wuwhwbep b pupdp iinnuwnpnypubpp: Fugh
wyn, gynipgnit niukt dhwyt vwhdwbwihwl pubwljnipyudp wnwewplubp’ Jupybph dwpdwi
gynit dwdwtwlugnygny b wpnniyw) dudwtwljwhwndwony: Ywplbtph Awuwtbhnipjub
dwlupnulp hwnfjuybu guop b jubwtg hwdwp:

CC-nud gqpbipl puguwljuynud b wuwpuwpunwynipbiph, wgpnphdhwljw tynipbph, YEunpwuhiubph
wnnnonipjul ywhwywidwb b Jepuljubqudwt nbnnpuypubph nbnuljut wpnwnpnoeynin:
Unljw &b nbnuljut wpunwnpnipjut npnp opqutwljut wuwpwpunwigniphbp, vwljuwy npuog
wpunwnpnipgniap ujtwdwduwy sk: Quuyws qpliph pninp wwpwpunwgniebpp bwgpnphdhwljwb
wnipbpp thpypdnud Bu, gnpdtwluinud npuig wnljuynipjub Ain juwydws fjutnhpobp shw:
Chdtwlut uanhpt wyunbn npulo §: Ubpdbpp, wwohjubpp b wbhubpp Ahdtwluanod
wpununpynud Go nbnnud’ ghnwljut Yeunpnuubph, uvbpdbwpndwlut juywbabph b whdwdp
dtpdbpubiph Ynnuhg: Lhpdnddwt Swdwjubipp tpwawlwih o Awguhwinhlh b jupnndhih
ubpdbiph nbypnud:

Gnuuintnbuwljwt hpnpubpubpp $bpdbpubph Awdwp wdbh Awuwibh nupdbbn
ayuwnwlny, 2006p.-hg h Ybp, ££ Junwdupnipyniut hpwlwbwgply b dh pwih Spugpbp,
npnup pny| bu nmwhu $bpdpubpht onijuyuljwhg guop qubipnyg oqunyby gyniquntnbuwljui
wpnunpnipjut juqdulbpydwb wjtghuh wnwetuwghtt ubpnpwipubiphg, husyhuhp Gu
wupuwpuwignipbpp, ukpdbpp b qunthpp: Ywplbph nuinynuwnpnypubph unipuhnuydnpdwt
tdhongny Spwgpbpp twl  $bpdbpubphtt Awuwbbh o qupdinnd - gniquntnbuwlub
nbuthfu b wpnuwnpnipjuwt dudwuwljwlhg nblutininghwbp:

Clnud gnquunbnbuwljwt Yppnipjut dwljuwpnulp gnhwgnighs b b wuwhwaond
pupbjuynid: Cnijujului ntnbunipjut tbpnpnudhg Ainn jppuljut Awunwinnipndtbpp
skt hwugply Awpdwpdly np hpwdhdwlpt: Ujuop, L& qninuuinbinbuwljut Yppnipjui
Ahdtwlwu  fuunhpp opowbwduwpunbbph npulh nt pwowlh b gnquntnbuwlui
ninpunh - Juphpubph  nt qpunjuénipjut Abtwpwdnpnipyniatbph dholt wnljw
wihwdwywnwujuwtngenit b: Udbht, jutwtg b npuwdwpnljuig abpgpudquongeggniap
gnuuntnbuwlut  Yppnipjwt nnponud wdhwdwswh o onpnpunud wnwowipljynn
qpunuontpjut dwljupnuljh hwdbdwn:

Gnuquuntnbuwlut Aknwgnunnipynittbph npnpuinid gnponud ko dp pwipp
ghnwhbinwgnunuljut  YEunpnutbp b Awunwnniegniautp: Ujonouodbbwguhy, hwpl §
by, np punhwbnp wndwdp nnpnp Aklnwgnunnipgniatbphtt b qupqugdwit s
hwwnljugnudbipp phs Bu, b abpgpudqud juqdwlbpynieniatbpp Awdwju ko unwimd
pwywpup htwbuwynpnud’ ptinpugubne hpkiug Aivnwgnunuljus gnponiabinipyniap: Fugh wn,
nbinkjuwnynipjut Ainuph nddupnipnittbph Ain juwydws, dbpdtpubph b Akinwgnunuljub
nt qupqugiwt hwunwnnipniatbph Awdwp nddup b dhdjwbg «quniibp»:

L pwyuhywtnipjud twjuwpwpnipyut g juiabpny (2015p.), L& nwupwdpp puntpugpynud
b pupdp ubjudhly winhynipjudp bk hunkuuhy tyqngbt gnpépapwgubpny, npnip tywunnid
Lt unnuipubph b Epnghuyh wnwewgdwup: L& nmwpwopnud wnfju Ukl wy) |nipe futinhp
wnuiljunudp:



Uluyunud £, np Annbph npuiljh, oph wnuynipjut b ptwljuwb wnbnubph Abn juydus
[uunhpubpp fpwpniowltt qunpwpubw jhdwjh hndnjunipjut puguuwlut Anlwuptbph

wundwnny:

tudbnt oph dwnwljuwpupnodp Apdbwlwind juqiuwlbpyynud b dwubwynp pajipnipywb, hul
nnngqdwt oph dwinwluwpupnudp’ Qpogunugnponnubiph puybipnpynitubph fud hwdwjupubph
Ynnhg:

Utujuwgnudhg h dbp, £ puwljsnipqutt wsh nbdwyp qquh wilynwd £ qpuitigh] 1990p.-h 3,5
upjhnt puwlshg dhtsle 3 dpjhnt' 2016p.-ht: dnndpugpuljut hnthnjuniggniaubpp juwdwsd
Lo pb’ wilwlunipjuop Awenpnus nmunbuwlwt nddupnipjnibtiph Akinlwupnyg nbinh
niibgnn wpunwqunph htin, pl’ ptwlsnipjut ptwlwt wh mbdyh tjuqiut Ain (UYG,
2016p.): Ujuughuny, £ Uqquyht Jhdwlugpuljut Swnwjnipjut dnnnyprnuqpujut Jipeht
nyjuiubph Awdwdw, {4 ptwlsnipyniup Stpugnn § (UYO0, 2016p). 60 b npwhg pwpap
nwphph wtdwg phyp fuqunwd b pinhwunip ptwljsnipjut wdbjh pwt 13 tinljnup:

Gnuquintunbunipniap  Awbtnhuwind b gnuquljut Awdwjuptbpnud - qpunduénipjubt
Ahdtwlw wnpjnipp. 2015p.-ht qpunqud gniqujwt ptwlsnipui 68 tinynup tkipgpuddus
b tnb gniquununbunipyut ninpuinud: Uhlitngt dwdwbwl, gniqujut phwluduwypbpnud
Lwdnh wdbtwdbs wnpmipp wluwinwydwpdt B punhwong GBludnh 37,6 wninnup, hogp
ubpwnnud | huswbu ggninuinbnbunipynionud, wjuwbu b npwthg nnipu qpunduénipjut
wpryniipnud - utnugyuwd wpjuwnwdupdp: - Snmuntnbunippuit wnbgnn Bjudnh
wnpnipubipp, htswhuhp BU' gniquntnbuwljwt wpnwnpuoph b whwuntibbph Judwnpp,
ubthwljwl wpunwnpnipjwt uttnh uywnnudp, 2015p.-ht juqdt) Ba 25.6 ninnu (nb'u Unintuwl
21): Uh Ynndhg, tdwt dhnnuip gnyg b nwhu gniquljut nbwghtt nbnbunipyniaubph
wipuwyunus ondjuyulut Ynndanpnonudp bk pwpdp qunnnibwlnipiniap, djnwe Ynndhg,
wj wpdwiwgpnud | gninuljut ptwljsnipjut ppowinud ubthwljuwb gniquntnbuwljui

gnpontubinipniup panubnt Awljuonipniip b Anupp nbwh Jdwpndh woluwnwip® husybu
gnuntnbuwlui, wbybu b ng ggniqununbuwljub:

Unpuunnipjut dwlupnuljp tnguwbu nipe  dnwhngnipjutt wnwplu £, pwth np
punhwbnp phwljsnipjut qpbipt by bppnpyp” 29,8 winlnup, wnpuwn | (UMD, 2016p.): Guwn
hwdwjuptbipnid nbnliu wnljuw tu wjayhuh juunhpubp, htswbu ophtwly, bwjuwnwpnguljwa
hAwunwunnipjniltbph puguluynipiniip,  wwppulut  nuypngubph  Abnwydnpneynibp,
Ynnqueptiph  Aknwgdwt hwdwlupgbph Awuwbbjhnipniap, dwtwwwphubph npulp b
dhohwdwjupwihtt hwuwpwluljw mpuwtuwnpnh puguluynipniip:



Lbpljw punupuljut wnwotwhbppnipyniuubpp
b thnpp $Epdbpuyha b ponwukljwo
qnuughwljwt munbunpyniaatph ypuw
ubkpgnponn punupwlwanipyniap

Ubpluynudu, thnpp $bpdbpughtt b phunwtblut  gninughwljui  nbnbunipjndibpht
Jbpwpbpnn  wqquyhtt  punupwluwinpyut  Ahdbwlwt  wunwpnpebpp tbpunnd - Bu
Atinlywp. «LL 2014-2025pp. htinwbljupuwht qupqugiwt nuqiwdupuljwt Spughpp»,
«CL gninp b ggniquintuinbiunipyutt 2010-2020pp. fuyntt qupgqugdwt nwqiwdupnipiniip»,
«CC ubbnudpbpph winwagnipjut Auybguljupgp», «{L ubinudpbpph wifunuugnipyui
hwdwluwpgh  qupqugdwt  nwqiwjupnipjniap»,  «Uhohwdwjupuwghtt  dhwydnpnudubph
Awnpdwt bt hwdwjupbiph  fjungnpugdwt  hwybguljupgp», «{l-nud - gniqughwljub
nbnbunipjnitubph funpnpugdwt Awjbiguljupgp b Awdwwywnwujuwb gnponnnipniattph
dpwghpp», htswbu bwl £ opbupp Gniquntnbuwljub ynnybpuwnpdibph dwuh:

Cunhwunip wndwdp, L-nd ggniquntnbunipjutt wnbsynn wqquightt punqupwljwunipnit
wpunugnnud b gniqunbnbunipjut ninpunp, & npnp swthny, twl, tnpp $bpdbpuyghte
b ponwoblul  gnqughwlwt  nbnbunipniitbph - Juphpubpp,  fungpunnntbpp L
dwpunwhpuydbpubpp: Ujunoudbbwthy, npubtp gpdus bu wunpng dind wnwig hpuljwawgdwt
labinp pipduéwnwopupwgh unthnnphugh fwdwpuwhdwadwd Aunwl swihbh gniguithyubph
b wnwagpwiht Yhnbph: Runupwljwinipjut hwunwpenebph dbd dwup punipugpdnad b
npubu «hwwdbyy b tyunwlunmnusd s puphwbin wqqughte owhbpht, wy dwldl b
puqiwphy dwubwdnp uunhpubph nodwt Awdwp:

Uhliunyt  dwdwbwl, <44 Junwdwpnipjut  pwunupuwluwinipjul  wprynibwybn
ppuluiwgdwip  Jungpunnuuinud o npnpnpt hwnlugdnn $htwbuwlw  dhongubph
uwlwynipyniap, hpwluwbwgdwt puthwighl dbjuwthqdabph puguluynieiniap, huswybu
twl wqquyhtt b mwpwéwpeowbwhtt dwljwpnulubpnd punupwljuwinipyut widhowljwu
ppuuwiwgdwt Awdup yunwupwbwnn yinwluwt junwduwpdwt dwpdhttbph dhoht b
guon onuljubiph htunhwnnighnbwy bk mbjuthfulwb pny jupnnnipniabbpp:

Cqpuljmgmpniuubp b wnwowpynipyniuabp

L punwtbljut gniqughwljuwt munbunpgniaubph uphpbbpp, dwpunwhpudbpibpp b
[unspunnunubpp A& dwuwdp hnfujuwyulgdus tu dhdjutg Abwn. jun nhypbpnud, npubg
uhole gnynipnit nith ppowtiwdl fuy, b ndduip § quwhwnty, ph npt § djnutbph wnwetughe
wuwwndwnp, b wprynp junwdwpnipjul punupwlwuinipmiap jupnn § Awdwyuwnwojuwb
nonudbp wnwownlby:



(npunh wnwetwyht juphpubpp Ainlywu k' Bjudnwpbpnipjut dwupnulh pupapugnd,
gnuqujut  Awdwjupubipnd ng-ggniqunbnbuwlut wuwnwnbnkph unbindnud,
unghwjuwlud Swnuwynipyniutbph b gnquljut upwlwnnigquépubph  Awuwtbjhnipniu
b Quiwtg nm unudwppuig jhuwgwhindwt  dwlwpnulh  pupbjudnad:  Qnpunh
ubpuyhu phpnipyniibbpp Awbgbgpl) Bu puqdwpehy dwpnwhpwdbpbph, htswhuhp G
gnuquntanbunipyut dky thipgpudyuonipyut dwljuwpnulh tdugnuip, pdws b widpuy
hnntph wnlwjnipeniip, wnpuinnipinip, wpnwuwquneh wénn nbdybpp, gnuipuntnbungeyu,
wihwnwluwt b gninuljut Awdwjupbiph qupqugdwt Awdwp vwhdwbwhwl Gbpppnudabpp,
gnulut hwdwjupubpnud fjuuph npulh quinpwupugnudp, gnuuljut bphnwuwpnniput
Apwdwpnudp - gnuquunbnbuwlut wluwnwuphg b bpwbg wpunwuqunpep  gnmbiphg,
Subjhnipjwt guop dwluwpnulp, gnquuntnbunipyudp qpundnn  fudpbph  Skpugnudp,
gnuquljuwt nt punupuwjhtt phwlwduypbph jEbuwdwlupnuwlh dholt wénn &hnpdwopn: Uy
Yquplinp dwpunwhpwdbptbph pdht Ba nuudnid bwlcjijhduwgh hnthnjungegnitt nedpgugnipyut
wép:

Uyt fungpunninubpp, npnip pnyj skt nwhu Awjuunwiyw hinpp $bpdbpuyht b pinwablut
gnuughwluwi nanbunipnittbpht pudwupupt) hpkug Yuphpubpp b oqunugnpéty hpkug
wipnne ubipnidp nbnbuwlubl, unghwjwljwt b ptuywhywiwljwt qupqugdwt hwdwp,
Jupnn & nuuwlupgdbp npybu junnigquopwhtt vwhdwawhwlnudubp®  tbpunjuy
Annudwubphdwutwnduwonipniup, nnngdutkipuljunnigudpubphbgniuninbuwljut
wnbjuthuh  pugwluwnipniup, wpnwnpuuph b juydws vwhdwtwhwlnudibp,
huswhuhp U thnpp Annuunbpiph dholt  Awdwgnpéwlgnipjut  puguluynipiniap b
qubiph  wbluwninpgniop: Cwywunwiywa Gnpp - $bpdbipuwyght - nbnbunipyniutiph
Awdwp  $htwtvwluwt  vwhdwtwhwlnudtbpp  Apdowlwinud - wuwpdwowdnpdusd b
gnuuuntnbuwljut wywhndugpnipjut puguluynieyudp, wnwewplynn Juplbph pupap
nnynuwnpnypubpny bgpudhywhwoeny: SEjutininghwljwivwhdwawhwlnwdabph Apdpnid
puuws o $bpdbpubph wnwe dSwnwguwd dwpnwhpwdbpubph b Gplpnud ppuljutwgynn
ghnwhbinwgnunulju nunudbwuphpneniaubph dhole pnyp juuyp b thnpp $bpdbpuyghte
nbnbunipnibbph  Awdwp  gnpdtwlut  unphppunynipjut - wihwuwbbhnipniap:
Upnwnpulwt nbunipuibphtt wntgdnn vwhdwtwhwlnudobph pdhtt Bo gunuinod
qnuquntnbuwljut tbpnpuuph b Annh npulp:

Onpp bpdbpuyhtt b plnwtkjut gniqughwlut nunbunpyniabbph wnwy  Swnwgwd
dwpunwhpuybpubph, vwhdwbwhwlnudobph b juphpbph Awdwnbpunnud pubwpldwi
wpdwbh wy gnpontbbph pdht o quwnwinwd gninunbnbunipjut ninpunpht nupndusd
whunwluwt Awnljugnudbtph guop dwljuwpnulp, wowpyniowdbn b ng-yuwnpwd nbnuljub
Junwduwpnudp b ghunbpughtt wthwjwuwpnipiniaubpp, npnip vwhdwbwhwlnud B Annp,
dhutwtuwlwt dhongubph, gninuintiinbuwlwb ubprnpuapubiph, onijuabph, nbnundnipjut
U junphpnuinduijut Swnwynipmitubph Awvwobhnipyniap jutwbag Awdwp (MYY, 2017p):

Onpp  dbpdbpuyhtt b phwnwbbjut  gnqughwljuwt  nbnbungeibtbph - uphpubph,
dwpunwhpuydbpubph b vwhdwbwhwlnudabph fiwugbugpdwih nignusd punupwljuinipub
wnwowpynipittbpp tbpunnud o Aknlyw) Apdbwlwt Yhnbpp.  gnuqunbnbuntpjub
nnpup Jupquynpnn hpuduljut qpupnh dbwdnpnd b wdpuyinnd, dwubwynpuwbu,
«thnpp $bipdbpughtt ntnbunipniibpy Awuljugnipjut vwhdwinud; gnuntnbunteyui
dbo tbpgpuyqud ntnbunipynitubph junniguopwihtt pupbjudnud; gniquntnbuwljui
[unphppunduljut  Swnwyjnipynitubph pupljuydnud; gniquljut Awdwjipubpnud
qpunuonipjut  Atwpwynpnipyniutbiph  nhdbpuh$bhljugnud; Ynnwbpwnhy Yunnygubph



unbnddwtt  wowlgnipnil;  gnquuntnbuwlwt  wywhndugqpuluwt  Awdwljwpgh
ubpnpnud; thppnuduyhtt wewlgnipyutt dbjuwthqdabph abpnpnd b ggniuntonbuwljwi
wpdtonpwubph  $htwtvwdnpnid;  nmwpwswypowbuwyht  dwubwgqhnwgnud;  ihdwgh
thnthnfunipjutt wqnbignipjut dbndwgdwt b hwpdwpdnnuijuinipyut dhongunnidabph
ppuluwbwgnud;  gniquljut Awdwjupubph juiwtg nbnbuwluwl Aqnpugnd’ Wwbwbg
auundwdp fjunpuljuinipjut pnnp dikph Jbpugdwt dwuht §nadbughwh 14-pn Anpdush
onowtwljubipnud:
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Introduction to smallholders and family farms and their role in Europe and Central Asia I

1.1 Background for the Regional Initiative
supporting smallholders and family farms

Europe and Central Asia is largely a region of smallholders and family farms. FAO has in the region
18 programme countries, of which the large majority have farm structures dominated by smallholders
and family farms. The farm structures in these countries are either fully dominated by smallholders
or are dualistic, with many small farms and few large, corporate farms. In most, but not all, of the
countries, the current farm structures are the outcome of land reforms implemented beginning with
the transition after 1990 from a planned economy towards a market economy. Smallholders and family
farms in the FAO programme countries are usually suffering from a wide range of needs and constraints
at the same time. These farms are often not economically viable, and rural people remain the most
poor and vulnerable part of the population. Despite this, they represent a potentially key resource
to achieving sustainable economic, social and environmental development. Smallholders and family
farms can achieve higher levels of income, production and productivity through sustainable utilization
of resources and intensification of production, better organization, adequate public services, and better
integration into agrifood value chains. Getting family farming right in this respect is a key component
in enhancing food security, ensuring equitable and decent livelihoods for all rural women and men,
achieving sustainable rural development and diversification in rural areas, and reducing rural poverty.

Supporting smallholders and family farms is one of the four priorities for FAO in Europe and Central
Asia, confirmed by the FAO Regional Conference in 2016. In 2014, FAO launched the Regional Initiative
on Empowering Smallholders and Family Farms for Improved Rural Livelihood and Poverty Reduction
in Europe and Central Asia. The Regional Initiative builds on the legacy of the International Year of
Family Farming in 2014. In addition, the United Nations General Assembly has officially declared
2019-2028 the Decade of Family Farming, and thus the Regional Initiative will continue to provide the
framework for FAO support to family farms in Europe and Central Asia.

The FAO REU Regional Initiative has two main components:

1. Support policy development and innovative practices for increased sustainable agricultural production.
2. Support improvement of rural livelihood and enhanced access to natural resources.

Through the first component, support is provided to the development of competitive and commercial
smallholders and family farms. There is a need to increase the capacities of farmers in terms of sustainable
agricultural production, using pilot projects, farmer field schools and strengthened extension services.
In this context, FAO supports policy development and practices in line with the Sustainable Food and
Agriculture principle (FAO, 2014), such as efficient use and management of natural resources and
adaptation and resilience to climate change. More specifically, FAO intends to focus on the promotion
of good agricultural practices in the region, such as integrated pest management, organic agricultural
techniques, conservation of plant genetic resources, and proactive drought-risk management. In
addition, work will be done on modern irrigation systems, sustainable forest management and fish
production - including fish seed improvement — and focusing on supporting smallholders.

Another main challenge of the Regional Initiative is to ensure inclusive growth through improved
rural livelihoods. This is supported through the second component of the Initiative. There is a



need, both at policy and community levels, to ensure that disadvantaged and vulnerable groups
also benefit from economic growth and to accelerate gender equality and rural women’s economic
empowerment. In this context, under the programmatic approach of the Regional Initiative, FAO
supports multi-sectoral rural development policies, integrated community development, improved
access to value chains, statistics, decent rural employment, social protection, and implementation
of the Voluntary Guidelines on the Responsible Governance of Tenure (FAO, 2012c) - including
addressing through land consolidation instruments the structural problems of land fragmentation
and small farm sizes.

As part of the preparation of the workplan for the Regional Initiative (RI) for 2018/19, the RI has been
re-focused to ensure strong and increased contribution to the implementation of the 2030 Agenda
and to achieving the Sustainable Development Goals (SDGs). The Regional Initiative will contribute
to SDG 2 on zero hunger, in particular SDG target 2.3 on doubling the agricultural productivity and
income of small-scale food producers. Furthermore, the RI contributes to SDG 1 on ending poverty
(target 1.4 on ensuring equal rights to land and other natural resources, and target 1.b on pro-poor
and gender-sensitive development strategies), to SDG 4 on ensuring inclusive and equitable quality
education (especially target 4.3), to SDG 5 on promoting gender equality (target 5.a to undertake
reforms to give women equal rights to economic resources and access to ownership and control over
land and other forms of property, and target 5.b to enhance the use of enabling technology to promote
the empowerment of women). The RI also contributes to SDG 8 on the promotion of sustainable and
inclusive economic growth (target 8.2 on achieving higher levels of economic productivity through
diversification, and target 8.3 to promote development-oriented policies that support productive
activities, decent job creation, entrepreneurship, creativity and innovation and that encourage the
formalization and growth of micro-, small- and medium-sized enterprises), and also SDG 10 on
reducing inequality within and among countries (target 10.2 to empower and promote the social,
economic and political inclusion of all, and target 10.4 to adopt policies — especially fiscal, wage and
social protection policies — and progressively achieve greater equality).

1.2 Background and objectives of the
present country study

The background for conducting country studies on the challenges, needs and constraints of smallholders
and family farms in the seven countries has been a wish to further strengthen the Regional Initiative
and develop it towards a stronger programmatic approach at both the regional and the country level.
In order to provide support to smallholders and family farms, there has been a need to develop a better
understanding and knowledge platform of the main challenges, needs and constraints of smallholders
and family farms in the specific country context. Even though many of the challenges are the same
throughout the region, there are still significant variations among the countries. It is important to be
aware of and understand these variations when designing support to smallholders and family farms in
each specific country.
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During 2017-2018, FAO has conducted country studies on the needs and constraints of smallholders
and family farms in seven countries of the region as part of a regional project (TCP/RER/3601). The
countries included are the countries that have been the focus countries of the RI during 2014-17:
Albania, Armenia, Georgia, Kyrgyzstan, Republic of Moldova, North Macedonia, and Tajikistan.

It has been the objective of the country studies first to analyse the development trend and current state
of smallholders and family farms in each specific country, second to study the current political priorities
and policies affecting smallholders and family farms, and finally, based on the conclusions made, to
provide recommendations, mainly at the policy level, on how to further support the development of
commercial family farms and at the same time ensure, in general, inclusive growth, improved rural
livelihoods and reduction of rural poverty. It is hoped that the country study will not only be relevant
for FAO but also for the Government, donors and other international organizations when formulating
policy and preparing programmes. Furthermore, it is the intention that the recommendations from the
study will feed directly into the formulation of the Country Programming Framework, which is the
multi-annual cooperation agreement between FAO and the country.

Furthermore, the seven country studies contribute to raising awareness on the needs and constraints of
smallholders and family farms, and they promote the support to smallholders and family farms provided
by FAO under the programmatic umbrella of the Regional Initiative among government institutions,
civil society organizations and other stakeholders at the country level, as well as among donors and
international organizations. In this way, it is hoped that the studies will lead to the establishment of
enhanced partnerships and the mobilization of resources to further scale up support to smallholders
and family farms.

As mentioned, it is a global observation that smallholders and family farms face needs, constraints and
challenges, limiting their development and reducing their potential, and that current policies only to a
limited extent provide appropriate support for their development.

Based on this global observation, it is the objective of the country studies to verify the observations
through answers to the following research questions:

1.  What are the trends in and the current role and weight of smallholders and family farms in economic,
social and environmental development in the covered countries?

2. What are the main needs, constraints and challenges for the realization of the economic, social and
environmental development potential of smallholders and family farms?

3. Which current administrative procedures, institutional settings and policy interventions are
implemented to support or prevent the development of smallholders and family farms?

4. Which future administrative procedures, institutional settings and policy interventions can be
developed and recommended to strengthen the role of smallholders and family farms in economic,
social and environmental development and in the transformational change process?

The research questions are answered following a common overall methodology presented in Section 2.
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2.1 The overall methodological principles
of the Regional TCP on smallholders and
family farms

The methodology summarized here is common for all seven country studies, while the country specific
approach is presented in Section 2.2.

The research methodology combines the use of desk research, interviews with key stakeholders and
case studies.

DESK RESEARCH:

The desk research covered an assessment of available policy documents, research papers, reports,
studies, etc. from public authorities, from academia and from international donors and organizations.
Furthermore, the desk research covered official statistics from public sources supplemented with
poverty and living conditions surveys and data and statistics from academia, donor organizations and
other contributors. The desk research contributed to answering all main research questions.

INTERVIEWS:

Interviews were accomplished with the aim of contributing information to help answer the four
research questions listed above by filling in data gaps identified during the desk research. Interviews
were conducted with selected resource persons representing key stakeholders.

The interviews targeted different stakeholders and were customized for the individual interviewee or
groups of interviewees, depending on the findings from the desk research phase.

An interview template has been prepared and was used by the national experts/consultants when
interviewing national stakeholders and resource persons. The template includes the themes covered
by the project.

Two rounds of interviews were accomplished. The first round was conducted by the national expert/
consultant with national stakeholders and resource persons. In the second round, during the final
stages of writing the report, the national expert/consultant conducted additional interviews to address
the gaps that emerged during the analysis of the primary and secondary data.

The interviews were individual or group interviews, depending on the topic and the situation. The
national expert/consultant planned, carried out and reported each interview.



CASE STUDIES:

Case studies were used to illustrate or demonstrate various topics of importance to smallholders and
family farms. One example is case studies of policy interventions - in the form of investment support
schemes or farmer training accomplished by advisory services — to demonstrate the results and impacts
of these interventions. Based on the documentation and information gathered from these interventions,
recommendations are formulated for existing or new policies. These good policy examples are useful,
not only for the country in question but also for other countries facing similar challenges.

The case studies also include studies of needs, challenges and constraints identified through stakeholder
interviews and where the case studies exemplify or illustrate the topics. The case studies were prepared
at family/village/municipality level, depending on the selected topic and in order to ensure diversity.

Furthermore, case studies also include examples of administrative procedures and/or institutional
settings preventing or supporting the development of smallholders and family farms. These cases were
also identified though stakeholder interviews.

WORKSHOPS:
Two workshops were organized in each country.

One introductory workshop, accomplished right at the beginning of the working process, had the
objective to clarify and define:

a. the definition of smallholders and family farms;
the current situation and the state of play of smallholders and family farms;

c. the problem analysis regarding the needs, constraints and challenges of smallholders and family
farms;

d. the policy analysis, identifying and targeting administrative procedures, institutional settings and
policy solutions to the identified needs, constraints and challenges; and

e. the comparative advantage of FAO vis-a-vis the donor community in providing solutions to the
identified needs, constraints and challenges.

The second workshop was a validation workshop, where the preliminary findings, conclusions and
recommendations were presented to the stakeholders who had participated in the first country workshop
and to new stakeholders identified through the working process. The objective was to validate the
analysis and to establish a common understanding about the conclusions and recommendations. The
workshop took place at the end of the process — but before finalization of the study - so that requests
for adjustments from the workshop could be taken aboard.

A synthesis report was prepared based on the seven country reports. A regional validation workshop
was organized in Budapest in March 2018 for the discussion and validation of the synthesis report and
to further enhance support to smallholders and family farms in Europe and Central Asia through the
Regional Initiative.
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2.2 Approach - Description of the specific
approach taken in Armenia

The initial stage of the project was the National Inception Workshop for the introduction of the FAO
Regional Initiative on Empowering Smallholders and Family Farms. The workshop was held in Yerevan
on 19 April 2017 with the involvement of more than 40 different stakeholders, including farmers and
cooperative members; representatives of producers’ unions, the international donor community of
Armenia, bank and credit organizations, the Ministry of Agriculture and the Marz Agricultural Support
Centers,' academia, the media, and local civil society organizations involved in rural development,
including the one representing the interests of rural women. Roughly two-thirds (68 percent) of the
participants were men, and 32 percent were women. The agenda of the Inception National Workshop
is presented in Annex 6.4.

The workshop was held in two phases. During the first phase, international consultants presented the
objectives of the regional project and activities to be carried out. The second phase was organized as
interactive sessions in which groups of participants discussed the challenges, constraints and needs
of smallholder and family farms and then presented the results of their discussions along with policy
recommendations on improving smallholders’ quality of life.

The results of the group work were gathered and summarized, and they have been further used during
the development of this study.

With the objective of collecting as much information as possible, the second and the most comprehensive
stage of the study was desk research. During this stage, a detailed analysis of the available national
agricultural statistics of Armenia was carried out, including the first agricultural census, which was
published in 2016. Other studied materials included international statistics available for Armenia —
particularly trade statistics and migration statistics, relevant national policy papers, laws governing
or related to the agricultural and rural development sectors of Armenia, the activities of donor
organizations working in Armenia, and specific documents and studies on the topics of climate change,
migration and poverty in Armenia.

This approach of detailed analysis allowed for the discovery of missing information that was not
included in the studied publications, literature and materials. It also aided in the better identification
of the pool of experts that should be engaged during the interview stage.

For the interview stage, two main categories of interviewees were identified: farmers from different
marzes (regions) of Armenia, and experts working in the agriculture and rural development field —
including representatives of the Ministry of Agriculture, the banking sector, development agencies,
local businesses, academia and civil society organizations, including those representing the interests of
women and youth. In total, 30 interviews were conducted, 10 of which were with women.

! The Marz Agricultural Support Centers were dissolved in 2017 in accordance with Government of Armenia Decree N 380-A, dated 13 April 2017. Afterward,
they were included in the structure of the Agriculture Development Fund established according to Government of Armenia Decree N 243-A, dated 9 March
2017.



The interviews were used not only to fill gaps in information but also to assure the validity of the
data gathered during desk research. In addition, the interviewees were an important source of
recommendations for the case studies that were developed in the framework of this report. In total,
six case studies were developed (see Annex 6.2.) that qualitatively illustrate development trends and
hot topics in the Armenian agricultural sector. They include cases of policy-level issues related to
consolidation of lands (farms) and to challenges of formal cooperative structures. Also included are
cases of successful community development through the internal efforts of community members, and
a successful case of joint advocacy of agriculture-related issues through civil society organizations
involved in the sector.

For the final presentation and confirmation of the study results, a National Validation Workshop
was organized on 25 October 2017 (see Annex 6.4.). The workshop gathered the participants of the
inception workshop, who generated preliminary ideas on how to address the needs, constraints and
challenges of the smallholders, together with the people who took part in the interviews. The workshop
participants confirmed the relevance of the study along with the main data used and the proposed
conclusions and recommendations. Additional comments were collected through a written procedure
and are addressed in this report.
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3.1 Definition of ‘smallholder’ and/or
‘family farm’ in the national context

The concepts of smallholder and family farms are often used as interchangeable or complementary
concepts, where the first concept is characterized by size of cultivated land/number of animals, and
the second assumes reliance on family labour and usually includes smallholder farms. While there is
no formal definition of family farms, all family-based units that are involved in agricultural activities,
managed and operated by a family, and predominantly reliant on family labour (including both women
and men) are generally considered as family farms (FAO, 2013). At the same time, the definitions
of smallholder farms are widespread and vary from country to country. The most popular criterion
according to which smallholders are defined is the utilized agricultural area (ha); other criteria include
the number of persons working on the farm, the monetary value of the farm’s output, the percentage of
marketed production, and others.

Currently in Armenia there is neither a formal definition of “smallholder” nor of “family farm. The
only law in Armenia where a definition of peasant farms can be found is the Republic of Armenia Law
on Peasant and Peasant Collective Farms (SC, 1991) adopted in February 1991, according to which
a peasant farm is an independent organizational unit ensuring production of agricultural products and
established based on property of citizens.

The law was basically adopted to govern the process of the dissolution of collective and state-owned
farms after Armenian independence, along with the distribution of their land and other assets and the
formation of peasant farms and new types of peasant collective farms. According to this law, all peasants
who received land during the land reform were obliged to register their “peasant farm” and have an act
of registration. So, basically, all household farms that were formed in Armenia after independence and
land privatization were formed in accordance with this law and were registered farms. However, the
law lost its force in 2007, and no alternative definition of peasant farm, family farm or any other type
of farm owned and managed by a physical person exists nowadays.

The methodology used by the National Statistical Service of Armenia distinguishes two types of
primary agricultural producers: commercial farms or holdings, which have alegal status, and individual
households or household farms, which do not have a legal status. It should be emphasized that the
terms “farm” and “holding” are translated into the Armenian language as the same word.

The first agricultural census (NSS, 2016a) defines the concept of “individual households” as an
“association of rural and urban citizens within (in) the household who are linked to each other by family
and/or other bonds, have common property and are engaged in production, processing, conservation,
transfer, sale, etc. of agricultural products” The other (annual) publication of the National Statistical
Service, the Statistical Yearbook of Armenia, defines “the household farms” to include® “individual
(peasant) households, individual farms of members of gardening companies, and farms of urban
population engaged in agriculture” Basically, according to both definitions, the farms that do not have
any legal status are considered to be family farms.

2 The original definition of the publication is as follows, which was reformulated by the author to provide more clarity: “include personal (peasant) households,
gardening companies members’ peasant farms and urban population engaged in agriculture.”



As was already mentioned, in the current Armenian legislation there is no definition of “smallholder”
or of “family farm” However, the idea that most of the farms in Armenia are small is persistent in
state documents and policy papers. For example, the small sizes of household farms are mentioned
in the Concept paper and its Action Plan on Consolidation of Peasant Farms in the Republic of
Armenia (GoA, 2011a), the Rural and Agriculture Development Strategy of the Republic of Armenia
for 2010-2020 (GoA, 2010a), including the draft version for 2015-2025 (not yet adopted), as well as
the Government Programmes for 2012 and 2014 (RANA, 2012a, RANA, 2014a). The contexts for
these mentions are either suggesting supportive measures for these farms or highlighting their roles as
restricting to the development of the agricultural sector or leading to inefficiency of the sector. At the
same time, none of the mentioned documents provides any detail of what characteristics are taken into
account for labelling the farms as small.

In this study, we will examine family farms — the “household farms” described by the National Statistical
Service — which in most cases can be considered smallholder farms, because around 89 percent of
household farms in Armenia have land of less than 3 hectares.

3.2 Structural analysis and a qualitative
description of the sector

After land privatization in 1991, it was estimated that around 320 000 to 340 000 family farms had
been created. Members of these family farms were adult residents of Armenia who were either living in
rural areas or intended to move to a rural area and get involved in farming. The reports of the National
Statistical Service from 1995 to 2006 include the number of family farms (see Table 1), but since the
abolishment of the Law on Peasant and Peasant Collective Farms (SC, 1991), where the definition
of “peasant farms” was given, there has been a data gap, as the National Statistical Service stopped
collecting statistics on this type of farm. Fortunately, during 2014, with the support of the international
donor community, an agricultural census was conducted for the first time in Armenia. The results were
summarized and published in 2016, making visible the change in the structure of agriculture - and
among family farms in particular - since land privatization and the establishment of individual family
farming in the beginning of the 1990s.

Table 1. Number of peasant farms in Armenia, 1995-2005

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005

Number of peasant

farms. unit 316774 319536 321125 333820 335086 332608 334759 334688 337906 338502 339174

SOURCE: NSS YEARBOOKS (2006, 2002, 2001).

The census results revealed 360 611 household farms involved in agricultural production. At the time
of the census, only 317 346 of them (88 percent) were present in the community; in other words, 12
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percent of family farms had no family member present in the community to take part in the census.
Thus, it can be stated that only 88 percent of farms are currently active and that agriculture in Armenia
is mostly carried out by around 317 346’ family farms. One-fourth of those farms are headed by women.

Most of the family farms are concentrated in the Gegharkunik, Ararat and Armavir marzes, or regions,*
representing 15 percent, 14 percent and 12 percent, respectively, of the total family farms (see Figure 1
in this section and Table Al.1 in Annex 6.2.). The distribution of family farms is mostly proportional
to the distribution of rural population by regions. The only more-or-less significant differences are
noticeable in Yerevan, where the urban population operates 3 percent of the family farms, and in the
Armavir, Ararat and Tavush regions. In the Armavir and Ararat regions, where 11.9 percent and 14.0
percent of farms are situated, respectively, a greater proportion of the rural population (16.7 percent
and 17.0 percent) and households (15.1 percent and 16.5 percent) reside. Here, there are two key
considerations: bigger families and an off-farm employment, which is conditioned by a greater number
of processing facilities, and the proximity of those regions to Yerevan, the capital. In Tavush, where
the share of farms (10 percent) is greater than the share of rural population (7 percent), the density of
farming should be considered.

3 QOutof317 346 farms, only 312 397 were landowners, while the rest were renting land. The further statistical data is calculated taking into account the active

317 346 holdings. For the analysis of land distribution, 345 875 holdings are taken into account; this is the total number of agricultural holdings that were
involved in agricultural production other than only animal and poultry breeding, fish farming or processing.

A marzis a regional administrative unit in Armenia, corresponding to a region or province. There are 10 such marzes in Armenia, along with the capital,
Yerevan, which is nota marz.

4



Figure 1. Distribution of family farms by region
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The distribution of the farms that were not present in the community during the census shows that there
are some regions with a significant share of passive landowners.” Examples are the Tavush and Lori
regions, where about one-fifth of the total number of family farms were inactive, or the Gegharkunik
and Vayots Dzor regions, with 15 percent and 14 percent of the inactive family farms, respectively.
These numbers show that migration from rural areas in these regions is high (see Table 23, Annex 6.2.).

Most of the family farms (54 percent) are involved both in crop production and animal husbandry,
while just 4 percent of farms are involved only in animal husbandry. Close to half (42 percent) of
family farms are involved exclusively in land cultivation, including the production of crops, fruits and
vegetables, and plants and berries.

The study of farm sizes and distributions shows that most of the family farms — 42 percent — are smaller
than 0.5 ha, and that the majority of these farms are situated in Ararat (19 percent), Kotayk (13 percent)
and Armavir (11 percent) regions. Proportionally, the next big group are farms that are from 0.5 ha to
1 ha and from 1 ha to 2 ha - 18 percent and 20 percent, respectively. In total, 89 percent of farms are 3
hectares or smaller. Of the farms in the 0.5-to-1-ha group, 22 percent are located in the Ararat region,
and 23 percent of farms from 1 ha to 2 ha are in the Gegharkunik region (see Figure 2 and Figure 3).

5 Passive landowners are the family farms that were not present in the community when the census took place. These probably were migrated families who
had land and were considered as farms but who had left the village.
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Figure 2. Distribution of family farms by area of owned and rented lands
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It is interesting to note that for all regions except Gegharkunik, more farms are in the smallest-size
group than in any other group, while the largest-size group, for farms of 5 ha or larger, contains the
fewest farms in all regions but Syunik (see Figure 3). In most of the regions, more than half of family
farms are smaller than 1 ha. This is especially significant in the Ararat (86 percent), Kotayk (69 percent),
Armavir (67 percent) and Tavush (62 percent) regions. In Yerevan, 98 percent of family farms are
smaller than 0.5 ha.
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Figure 3. Family farms by size of owned and rented agricultural lands, per region
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In line with the dominance of small family farms, it is worth mentioning that some of the above-
mentioned regions are the greatest producers of agricultural products. For instance, the Ararat and
Armavir regions are the biggest producers of fruits, vegetables, melon crops and grapes and have the
largest numbers of greenhouses and pigs. Tavush leads in tobacco production by family farms (NSS,
20164, NSS, 2015a).

At the same time, the Shirak and Gegharkunik regions are significant producers of grain crops and potatoes
and have the largest numbers of cattle. The most sheep and beehives are in the Syunik and Gegharkunik
regions. For a list of the agricultural specializations of smallholders by region, see Table A1.3 in Annex 6.2.

3.2.1 Development of the importance of smallholders and
family farms in the economy in the period 2005-2015

Agriculture is one of the most important economic sectors of Armenia. From 2005 to 2015, together
with forestry and fishing it comprised, on average, around 18 percent of the national gross domestic
product® and has made a significant contribution to GDP growth every year since 2010. For instance,
in 2015, 2.3 percentage points of the total 3.2-percent GDP growth was contributed by the agriculture.
In addition, agriculture had the largest share of the GDP - around 17.2 percent, followed by industry
(16.3 percent) and trade (10.8 percent). In 2005, agriculture was 19.0 percent of the gross domestic

6 Hereinafter the GDP in Armenia includes agriculture, forestry and fishing as a single category. However, it should be noted that taking into account the
value of gross output of the latter two (AMD 29.1 billion in total for 2015, or approximately USD 60.9 million), they have a low contribution to the GDP. For
comparison, in 2015 the gross output for agriculture was AMD 945 billion (roughly USD 1.98 billion).
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product, providing 2.1 percentage points of the 13.9-percent GDP growth. So, during recent years and
especially after the 2008 crisis, agriculture has been the main driver of economic growth in the country
(see Table 2). According to projections’ from the Government of Armenia, with favourable weather
conditions agriculture is expected to grow by 4.1 percent per year, on average, during 2017-2019. It
also is expected to remain a major supply-side driver of economic growth.

Agriculture is considered an important source of income. According to official statistics, in 2015 18
percent of Armenian labour resources and 35.3 percent of the employed Armenian population were
employed in agriculture (379 000 people, of which 54 percent were women).® Of the total employed,
31 percent of men and 40 percent of women were involved in agriculture (Table A1.4, Annex 6.2.). In
2005, agriculture accounted for 46.2 percent of the employed population, of which 45.8 percent were
women (NSS, 2016d). Taking into account that the agriculture sector is around one-fifth of the GDP, it
can be fairly stated that the productivity of agriculture and the level of generated income are relatively
low.

According to the 2011 population census (NSS, 2016h), the economic activity rate and employment
rate are higher in rural areas, while unemployment is traditionally lower. At the same time, economic
activity and employment rates are higher for men living in rural areas than for women - 71.7 percent
vs. 60 percent. This is true for all age groups except for the 15-19-year-old age group, meaning that
girls are getting involved in work earlier.

2. Main macroeconomic indicators and agriculture in Armenia

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
GDP growth rate, percent 139 132 137 69 -14.1 2.2 47 7.2 33 3.6 3.2

Contribution of agriculture to GDP
growth, percentage points

Share of agriculture in GDP, percent 190 187 182 161 16.7 168 199 179 184 181 172
Employment in agriculture, percent 462 462 460 441 456 453 389 373 363 348 353

Gross agricultural output, at current
prices, billions AMD

Change of gross agricultural output,
at current prices, billions AMD, in -22% 128% 14.0% -09% -12.1% 153% 249% 58% 92% 7.0% -3.8%
percent comparison to previous year

21 0.1 1.9 0.5 1.0 -27 2.7 1.6 1.4 1.1 23

493 5559 6339 628 5521 6367 795 8415 9191 9830 9454

Volume indices of agricultural
output, at comparable prices, in 111.2 1004 1096 101.3 9.5 8.4 1139 1095 1071 1063 108.4
percent comparison to previous year

7 Republic of Armenia Medium-Term Expenditure Framework 20162018

& According to the National Statistical Service definition, “labour resources” is the sum of the economically active (both employed and unemployed persons) and
the inactive populations (those who are neither in employment nor in unemployment, i.e. those who do not have a job and who are not searching for a job).
The number of labour resources is similar to the total population of 15—75-year-olds. The “employed population” involves people aged 15—75 who, within the
reference week: (a) had been a wage-earner (employee) and non-wage-earner, regardless of whether the job was permanent, temporary or seasonal, one-off or
casual, even if that job included an hour in total; (b) were temporarily absent from work for various reasons; or (c) were engaged in household or farm while the
production was intended for full or partial sale or exclusively for own final use, provided that the production had a significant share in household consumption.
Data on employed population also include armed forces, besides conscripts on mandatory military service.



SOURCES: NSS YEARBOOK (2006, 2011, 2017); EMPLOYMENT, CBA (2017A).

At the same time, it should be noted that because of methodology used by the National Statistical
Service, the number of people employed in agriculture is not representative in terms of reflecting
full-time employment of labour resources and labour productivity. The National Statistical Service
does not provide data for full-time-equivalent employment, and its methodology® counts people as
employed if, within the reference week, they had any type of job, even if for just one hour.

The only raw estimate that we can get for the full-time involvement of the population in agriculture is
for 2014 by combining the census data on the number of family farm members involved in agriculture
by months with the number of the employed population during the same period. So, in 2014, an
estimated 31.5 percent of the employed population was involved in agriculture for seven or more
months, compared to the 34.8 percent reported by the National Statistical Service. At the same time,
according to the census data, only 42 percent of the heads of farms and only 35 percent of the members
of family farms, including heads, were involved in agriculture for seven or more months during the
reference year'.

Two sources provide data on the gender distribution of those involved in agriculture: the Agricultural
Census (NSS, 2016a) and the NSS publication Labour Market of the Republic of Armenia (NSS,
2016d). Because of methodological differences,'! there is some inconsistency between these sources. In
particular, according to the census, the number of women who were involved in agriculture for seven
or more months during the reference year is lower than the number of men - 175 604 vs. 181 298 (49.2
percent vs. 50.8 percent). At the same time, according to Republic of Armenia Labour Market data,
which covers the same period (Table A1.4 in Annex 6.2), there are more women involved in agriculture
- 174 600 men vs. 220 100 women (44 percent vs. 56 percent). The only age group for which women
involved in agriculture outnumber men, according to the census, is the 35-to-54 age group.

As we can see from Table 3, the largest age group involved in agriculture for seven to 12 months is those
between 45 and 64 years old - 43.8 percent of the total involved in agriculture. Both the largest share of
women (44.8 percent) and the largest share of men (42.7 percent) involved in agriculture also belong
to this age group.

Regarding employment in agriculture, it is also worth mentioning that the majority of jobs in agriculture
are informal."? In 2015, for example, 99 percent of the agricultural jobs, 374 900 in total, were informal.

° According to the National Statistical Service, an employed person is someone aged 15 to 75 who within the reference week (a) had a paid or unpaid job,
regardless of whether the job was permanent, temporary or seasonal, one-off or casual, even if that job included an hour in total; (b) was temporarily absent
from work for various reasons; or (c) was engaged in household or farm while the production was intended for full or partial sale or exclusively for own final
use, provided that the production had a significant share in household consumption.

1% From 11 October 2013 to 10 October 2014.

" The data on employment is calculated based on the employment force survey of NSS, where an employed person is someone who was a wage-earner
during the reference week. Yet the census provides the number of family farm members involved in agriculture by gender, age and duration of involvement
in agricultural activities, by months. To increase the comparability of the census data with the data provided in the employment statistics, only those family
farm members who were involved in agriculture for the duration of 7-12 months are represented in Table 3.

12 According to NSS, informal employment includes: (i) employees holding informal jobs, (i) employers and own-account workers having informal sector
enterprises, (iii) all contributing (unpaid) family workers, (iv) members of informal producers’ cooperatives, and (v) self-employed/own-account workers
who produced goods or services exclusively for own final use by their household, if considered employed. Also considered as informal employed are those
contributing (unpaid) family workers who are engaged in the production of goods exclusively for own final use by their household if their production
represents a significant contribution to the total consumption of the household.
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Moreover, 75 percent of employment in rural areas in 2015 was informal (NSS, 2016d).

3. Age and gender distribution of those involved in agriculture for 7-12 months

Age groups involved in agriculture Total
15-24 25-34 35-44 4554  55-64 65and older

s entin 37866 55776 55811 86983 69092 51374 356902
agriculture for 7-12 months
Percent within total 10.6 15.6 15.6 244 19.4 14.4 100.0
Total men 21706 31436 26668 4219 35218 24074 181298
Men family heads involved in 403 4293 11137 31908 31634 22548 101923
agriculture for 7-12 months
A TS A 21303 7143 15531 10288 358 1526 79375

agriculture for 7-12 months

Total women 16160 24340 29143 44787 33874 27300 175 604
Women family heads involved in

B 80 554 1702 5798 8112 13754 30000
Women family members involved 16080 23786 27 441 38989 25762 13546 145604
in agriculture for 7-12 months

NSS (2016A).

According to the NSS publication Social Snapshot and Poverty in Armenia (NSS, 2016e), in 2015, the
average monthly per capita monetary income in rural areas was AMD 42 103 (USD 88"), yet the same
indicator for urban populations was 39 percent higher. According to the same source, 25.6 percent of
income in rural areas was from sales of agricultural products and livestock and from consumption
of own-food production. However, some sources report a higher dependency in rural areas from
agriculture, especially for small family farms. According to an assessment of farmers’ needs conducted
by FAO in 2015 (Gannon, 2016), agricultural activity is the main source of income (68 percent) for
small farms, with a significant number of family members working on the farm. According to the
Economic Development and Research Center publication (2015), 50.7 percent of households in rural
areas receive income from agriculture, followed by 49.3 percent from labour, 48.5 percent from age
pensions and 27.3 percent from remittances from abroad. Data from the Institute for Political and
Sociological Consulting'* (2016) show that during 2013-2015, sales or own consumption of agricultural
products was an income source for 67.2 percent to 74.5 percent of rural households.

It also should be noted that wages earned in agriculture have always been lower than the national
average, and as can be seen in Figure 4, during the past ten years, and for the past three years in
particular, this gap has considerably increased. At the same time, according to 2015 data, agriculture
is the only sector in Armenia in which women are paid very close to what men are paid. In 2015,
women in Armenia received, on average, only 66.5 percent of men’s earnings, yet in agriculture, women
received 94.9 percent of men’s nominal wage, on average (NSS, 2016¢).

B According to the Central Bank of Armenia, the average exchange rate in 2015 was AMD 477.95 per USD 1. Further in the report, for all currency conversions
the average annual exchange rate of the Central Bank of Armenia will be used.
' Renamed to Breavis in June 2017.



Figure 4. Average monthly nominal wage vs. wage in agriculture in Armenia, 2005-2015
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SOURCE: NSS, 2016D AND THE SAME PUBLICATIONS FOR 2014, 2013,2011 AND 2010

Unfortunately, more official data on family farm earnings or their incomes are not available; however, the
International Center for Agribusiness Research and Education country report from 2015 provides income
estimates from the production of some selected fruits and vegetables per hectare (see Table 4). The same
study also provides estimates for animal husbandry, stating that the average dairy farm with five cows will,
after three to four years of operation, be able to generate around USD 3 000 farm income per year.

Table 4. Income for selected farm produce per hectare

Product type Harvest from one hectare (kg) Farm income (USD)
Peach 30000 11387
Pepper 35000 10563
Apricot 30000 9978
Grape 25000 7066
Eggplant 50000 5707
Plum 30000 3137
Cucumber 20000 2185
Potato 35000 701
Wheat 2600 570

SOURCE: ICARE (2015).

As was mentioned before, agriculture in Armenia is mostly carried out by 317 346 family farms, which
contribute more than 97 percent of the total agricultural output (see Table 5, and for output value in
USD, please see Annex 6.2) and comprise 99.86 percent of all active agricultural holdings. The greater
share of the agricultural output belongs to plant growing, where again the same pattern of family farm
dominance is visible - more than 99.5 percent of plant-growing produce is produced by family farms.
Compared with plant growing, in animal husbandry family farms have relatively less production
output — around 92 percent (see Table 5).
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5. Gross agricultural output in Armenia for 2005-2015 by types of producers and by animal husbandry and plant growing, at current
prices in billions AMD

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Total in Armenia 493 556 634 628 552 637 795 842 919 983 945
Plant growing 288 356 430 406 347 393 465 516 573 595 550
Z‘::;i:f:""t‘” n 584% 64.1% 67.8% 64.6% 62.8% 61.7% 58.5% 61.3% 62.3% 61.0% 58.2%
Animal husbandry 205 200 204 22 205 244 330 326 346 388 395
Z‘:”;izlf;""t""" 41.6% 35.9% 32.2% 35.4% 37.2% 38.3% 41.5% 38.7% 37.7% 39.5% 41.8%
Total by family farms 479 543 615 611 534 618 770 812 892 955 918
Percent of total in Armenia 97.2% 976% 97.1% 97.2% 96.8% 97.0% 96.9% 96.5% 97.1% 97.2% 97.1%
Plant growing 288 356 429 406 346 392 464 515 571 503 548
; :;‘;;;”ft"t"’ R 99.9% 100.0% 99.9% 99.9% 99.7% 99.8% 99.8% 99.7% 99.7% 99.7% 99.6%
Animal husbandry 191 186 18 205 189 26 306 297 321 362 370
;ng:;‘;’g"m’ animal o 4% 93.3% 91.1% 92.3% 91.9% 92.5% 92.8% 91.3% 92.7% 93.3% 93.7%

Total by commercial
organizations

Percent of total in Armenia 2.8% 24% 29% 28% 32% 3.0% 31% 35% 29% 28% 3.0%

14 13 19 17 18 19 25 30 27 28 28

Plant growing 02 01 05 03 11 08 11 15 15 23 23
R I 0.1%  0.0% 0.1% 0.1% 03% 02% 02% 03% 03% 04% 0.4%
growing

Animal husbandry 136 133 182 171 167 184 236 283 252 26 255
Percent of total animal

6.6% 67% 89% 77% 81% 75% 7.2% 87% 73% 67% 6.5%
husbandry

NSS YEARBOOK (2017, 2011, 2006).

The other 3 percent of the total agricultural output is produced by commercial organizations that
comprise 0.14 percent of agricultural farms in Armenia.

The only sectors of agricultural production in which individual households are not so dominant is
the production of poultry meat and eggs, correspondingly around 68 percent and 30 percent of total
production in 2015 (see Annex 6.2, Table A1.5, Figure Al.1 and Figure A1.2). Currently, there are
more than ten medium and large commercial organizations involved in the production of eggs and
poultry meat. Around 650 to 700 million eggs and 8 to 9 thousand tons of poultry meat is produced in
the country per year (NSS, 2016g).

Unfortunately, there is no data for the value of agricultural output by specific types of products. Only
quantity indicators are available. The gross output by the fishery and forestry sectors is very small. The
gross output for forestry is around AMD 1.2 billion, on average, for 2007-2015, with very slow annual
growth. And yet, the fishery sector grew 16 times — from AMD 1.6 billion in 2005 to 27.9 billion in
2015 (NSS, 2016g, see Figure 5). For both sectors, there is no data on the contribution of family farms.



The only available data about family farms is from the census (NSS, 2016a), where the surface area of
the basins used for fish farming is presented. Here also, a larger share of basins — 76 percent of the total
are managed by family farms, yet the commercial farms have a greater area of basins per farm - 8 800
square meters vs. 4 700 square meters, for family farms. The biggest number of fish farms and the
biggest basins belong to family farms from the Ararat region.

Figure 5. Gross output for fishery and forestry sectors at current prices in billions AMD
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Home processing for own consumption is very popular in Armenia. In addition to cheese, matsun
(yogurt) and bread, produced in rural areas, many families countrywide are also involved in own
production of fruit and vegetable preserves, jams and compotes, dry fruits, and herbs. And vyet,
according to the agricultural census (NSS, 2016a) only 39 percent of family farms were involved in on-
farm processing, and only 31 percent of those farms sold the processed goods.
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LAND FUND DISTRIBUTION
According to the latest data available from the State Committee of the Real Estate Cadastre under the
Government of Armenia (SCREC, 2016), there are in total 2 045 500 hectares of agricultural land in

Armenia, which comprise 68.8 percent of the whole territory of the country.

Agricultural land is distributed in the following categories: 446 400 ha are arable land, 34 700 ha are
perennial plantations, 121 100 ha are hayfields, and 1 051 300 ha are pastures (Table 6).

6. Agriculture, forestry and fishery land distribution by ownership type in Armenia, 2016

Type of land Total area, ha belonging to:

Armenian  Armenianlegal Community, ha State, ha

citizens, ha persons, ha

Total agricultural land, ha 20454723 435583.3 19 665.8 959 021.4 630674.7
Arable land 446414.7 321869.3 2796.4 108 947.3 12626.8
Land under perennial plantations 34691.6 31083.2 1367.1 2186.3 23.2
Hayfields 121059.6 54887 300.6 35488.6 30376.4
Pastures 10517286.3 17 546.6 11751.7 567913 453824.6
Other agricultural land 392020.1 10197.2 3450.2 244486.2 133823.7
Backyard land 89847.1 89313.1 72.8 380 0.7
Industrial agricultural land 12781.9 2125.8 1598.0 8039.0 1007.8
Forest land 334029.1 0 0.2 595.3 333433.6
Water surfaces 25869.6 709.3 689.2 3892.5 20578.5

SCREC (2016).

As of 2016, about 72 percent of arable land, 90 percent of perennial plantations and 45 percent of
hayfields belong to family farms. No sex-disaggregated data exist on land ownership, although data do
show that 25 percent of farms are headed by women (NSS, 2016a). It has been documented that women
have limited access to land ownership and control over land, because of existing social gender-based
stereotypes and expectations over daughters and sons within patrilocal marriages, which are widely
practiced in rural areas (within which sons are expected to take the lead on the farms, and daughters
are expected to move to live with their husbands’ families). Within this practice, women lose de facto
their rights over their parents’ land and do not enjoy any rights over their husbands’ land, increasing
their economic dependency (FAO, 2017b).

With regards to pastures, only 2 percent of all pasture areas are in private ownership, as pastures were
not subject to privatization during the land reform. Pastures and hayfields, which are mostly state or
community owned, are mainly used by the rural population free of charge, with very few based on
lease agreements. Water surfaces are also primarily state or municipal property, and about 10 percent
of them are rented by the private sector. The water surfaces owned by Armenian citizens and legal
persons, accounting for about 5 percent of the total, are mostly artificial lakes and ponds used for fish
farming (Table 6).

The total area of agricultural land under some form of irrigation is 154 825 ha (Table 7). As much as
30 percent of the arable land, 98.6 percent of perennial plantations, including orchards and vineyards,



and 57 percent of backyards belonging to individuals are under irrigation systems. At the same time,
this doesn't imply a regular and reliable supply of irrigation water, as the systems suffer from poor
maintenance and conveyance losses (UNDP, 2013).

7. Distribution of agricultural land by category of use, status of irrigation and type of ownership, 2016 (in ha and percent)

Type of land Area, ha Irrigated, from which belonging to:
pereent i menian Citizens, Community, Community, State, ha State,
citizens, irrigated ha irrigated irrigated
ha percent percent percent
Totalagricultural -, ¢ 4753 4355833 959.021.4 630674.7
land, ha
Total agricultural 100%  7.6%  213%  29.5% 46.9% 23%  30.8%  0.2%
land, percent
Arable land 446 414.7 26.7% 321869.3 30.0% 108 947.3 18.2% 12626.8 9.8%
Land under
perennial 34691.6 97.8% 31083.2 98.6% 2186.3 85.1% 23.2 55.6%
plantations
Hayfields 121059.6 1.2% 54887 2.2% 35488.6 0.9% 30376.4 0.0%
Pastures 1057286.3 0.0% 17 546.6 0.0% 567913 0.0% 453824.6 0.0%
e "””;Z; ‘Z 392020.1 0.0% 101972 0.0% 2444862 0.0% 1338237 0.0%
Backyard land 89847.1 56.8% 89313.1 57.0% 380 17.8% 0.7 0.0%
Total 21353194 524 896.4 959401.4 630675.4
SCREC(2016)

According to the land balance of Armenia for 2016, around 66.9 percent of agricultural land in state
or communal property (of which 55.6 percent is arable land and perennial plantations) was neither
rented nor used.

Regarding land abandonment, according to data from the agricultural census, around 33 percent of
arable land (116 846 ha) belonging to family farms and commercial organizations was not cultivated
either (NSS, 2016a).

According to a FAO Policy Note on Land Abandonment (2017a), land abandonment is often a result
of a complex multi-dimensional process with interlinked social, economic, and environmental factors
resulting in the land being unutilized. The reasons for not cultivating the land are various and self-
reinforcing, including the farm structure being dominated by small farms, excessive land fragmentation,
ageing rural population, migration, heavy dependence of agricultural production on water and the
availability of irrigation facilities, various problems along the agricultural value chains, and increasing
problems of land degradation.

In the case of public lands, the reason for abandonment often lies with unfavourable soil and the climate
and terrain characteristics of the subject lands. It also could be a result of the inefficient implementation
of state land management policy.
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ANALYSIS OF THE FARM STRUCTURE

In line with continuously increasing volumes of agricultural output, the number of family farms and
their landholdings have not changed much during the past ten to 20 years.

After land privatization in 1991, it was estimated that around 320 000 to 340 000 family farms, with
an average land holding of 1.4 ha, had been created.”” According to the census, by November 2014
there were 345 875 family farms with, on average, 1.48 ha of owned and/or cultivated land. Roughly 25
percent of those farms were headed by women.

The change in the average farm holding by family farms and area of available agricultural lands during
1995-2014 is presented in Table 8.

Table 8. Distribution of agricultural lands available in Armenia per type, thousand hectares

1995 2005 2014
Agricultural land 13914 21353 2045.7
Of which:
Arable land 483.5 457.7 446.7
Perennial plantations 747 29.0 344
Plough land 138.9 127.8 121.1
Pastures 693.5 885.1 1051.3
Other land 0.8 635.7 3922
Area of agricultural land in the household farms 452.7 469.7 513.0
Average farm holding by family farms 143 1.38 1.48

NOTE: THE FIRST ACCURATE LAND BALANCE REPORT WAS COMPILED ONLY IN 2006. BEFORE THAT, THE SCREC WAS IN THE PROCESS OF INVENTORY/CLASSIFICATION OF LAND
UNDER DIFFERENT CATEGORIES. PARTICULARLY, STONY PASTURES INITIALLY CONSIDERED AS NON-AGRICULTURAL LANDS WERE RECLASSIFIED INTO AGRICULTURAL.
SOURCES: NSS (2001), NSS (2006), NSS (2016A), SCREC (2005), SCREC (2015).

Bylooking at the average farm size today, but also at the pattern of distribution by size, a small tendency
towards bigger farm structures can be noticed. According to the agricultural census of 2014, farms
larger than 5 ha are around 5 percent of all farms and hold around 34 percent of the agricultural land
belonging to family farms and commercial farms (see Table 9). The pattern is the same in the case of
family farms, as 5 percent of farms in the category of 5 ha and larger hold 31 percent of the agricultural
land. At the same time, almost 60 percent of family farms have less than 1 ha of agricultural land,
smaller than the average allocation of 1.4 ha during the reform. Thus, one conclusion could be that
although the total number of farms in the country hasn’t changed significantly since the land reform,
changes have occurred in farm-size distribution: Some family farms have become bigger, while many
others have become smaller. According to census data, 23 percent of family farms have land of less than
0.1 ha.

5 The members of family farms became adult residents of Armenia who were either rural residents or had an intention to move to rural area and get involved
in farming. See Republic of Armenia Law on Peasant and collective peasant farms, No N-0242-1, adopted on 22 January 1991 and expired on 4 January 2007,
available at: http://www.arlis.am/DocumentView.aspx?docid=30952.



9. Number and size of farms, by size category

Farmsize  Family farms Commercial Total farms Familyfarms  Commercial farms Total farms
farms

. % of . % of . % of % of % of % of
units total units total units total hectares total hectares total hectares total
uptoTha 206270 59.6% 68 19.9% 206338 59.6% 75188 14.7% 29 0.1% 75217 141%
1to3 ha 101095 29.2% 53 155% 101148 29.2% 186627 36.4% 92 04% 186719 34.9%
3to5ha 22295  6.4% 23 6.7% 22318 6.4% 89451 17.4% 86 0.4% 89538 16.8%
fn :?:”d 16214  47% 198 57.9% 16412  47% 161735 315% 21191  99.0% 182926 34.2%

NSS (2016A).

While the average amount of land cultivated by a family farm is 1.48 ha,'® there is a considerable
variation by region - from 0.04 ha in Yerevan and 0.72 ha in Ararat to 2.54 in Shirak. The average size
of cultivated land is proportional to the share of smallholders in the region. In other words, the average
size of the land cultivated in a region is directly related to the number of farms cultivating small or big
plots (see Figure 3); there are more big farms in Shirak and more small farms in Ararat.

Household lands are usually highly fragmented. On average, each family landholding consists of three
different land plots, while at the same time 33 percent of lands owned by individual households are
divided into six or more plots. On average, each plot is around 0.41 ha. According to some estimations,
the land plots are located at a distance of up to 10 to 15 km from each other, on average (Vardanyan
and Grigoryan, 2006).

Despite the limitations of land resources held by family farms, their role is significant. For example,
93 percent of all vineyards, 99 percent of all berry fields and 96 percent of all orchards belong to
family farms, yet at the same time, 58 percent of orchards, 92 percent of berry fields and 72 percent of
vineyards are below 1 ha (see Table 10).

10. Distribution of agricultural lands among family farms, by size

Arable land Orchard Berry field Vineyard Hayfield Pasture

(including (including (including

nurseries) nurseries) nurseries)
Total owned by family farms, ha 346 041.7 18706.5 92.2 12533.6 66 189.9 28932.2
uptoha 65358.6 10859.7 84.6 9000.9 23969.7 4469.4
Tto3 ha 127787.0 5683.5 4.7 2675.0 221713 42268
3to5ha 58538.6 1109.2 3.0 326.1 71110 2286.0
5haand more 94357.5 1054.1 0.0 5316 12931.9 17950.0

NSS (2016A).

¢ The average farm holding is calculated for all farms, excluding those that are only involved in animal husbandry or processing, i.e. for 345 875 households.
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AGRIFOOD TRADE AND FOREIGN DIRECT INVESTMENTS

Armenia is a net importing country, with a negative trade balance of USD 1.7 billion in 2015 and
imports more than doubling exports. At the same time, agriculture is the important source for exports
in Armenia, with a share of total exports of more than 20 percent in recent years (see Table 11). The
country’s main trading partners are European Union countries, with 27.8 percent of exports and 25.3
percent of imports, followed by Commonwealth of Independent States countries, where the majority
of trade is with Russia — 16.5 percent of exports and 20.0 percent of imports in 2015 (NSS, 2017a).

11. Value of external trade of agrifood in Armenia, 2005-2015, millions USD

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Total exports 9739 9851 11523 10572 710.2 1041.1 13343 1380.2 1478.7 15473 14853
Agrifood exports 123 1156 169.0 1961 1264 1563 2229 3132 389.0 409.7 4305

Percent of agrifood exports
within total exports

Total imports 1801.7 21916 3267.8 44261 3321.1 3749.0 41453 42612 43859 44244 32392
Agrifood imports 2812 3089 4925 6842 5539 6178 7158 7440 7774 7428 7812

Percent of agrifood imports
within total imports

12% 12% 15% 19% 18% 15% 17% 23% 26% 26% 29%

16% 14% 15% 15% 17% 16% 17% 17% 18% 7%  24%

NSS (2016B) AND THE SAME PUBLICATIONS FOR 2012, 2010, AND 2007.

After recovering from the global financial crisis of 2008, exports during 2010-2014, recorded
considerable growth in monetary terms, despite a decline in the physical volume of exported products
in 2013-2014 (see Annex 6.2, Table A1.6 and Table A1.7). In 2015, despite growth in the physical
volume of exported products, the value of exports fell by 4 percent from 2014. This fall was mainly due
to depreciation of the national currency. At the same time, agrifood exports recorded 5-percent growth
from the previous year.

Meanwhile, continuous growth in agrifood exports, both in value and in volume, have been recorded
every year since 2010, with the only exception being 2014, when 80 to 90 percent of the annual apricot
yield was destroyed due to spring frosts.

In 2015, a significant share of the agrifood exports of Armenia were alcoholic and non-alcoholic
beverages. During the studied period (2005-2015), these comprised, on average, around 60 percent of
the value of agrifood exports. Next came tobacco, at around 12 percent, on average. Tobacco gained
a considerable share in recent years, from 7 percent of the export value in 2011 to around 40 percent
in 2015. In absolute value, since 2011 the exports of tobacco have increased nine to ten times. The
third-largest group of agrifood exports is vegetables and fruits, which during the studied period had a
relatively stable share of exports, on average comprising 11 percent of the export value, ranging from
7 percent to 13 percent in various years. The biggest component of this subgroup is preserved food,
which accounted for 5 percent of total agrifood exports in 2015. The last product with a somewhat
considerable share of exports is fish products (fresh or chilled fish and crustaceans), which since 2010,
on average, has accounted for 3 percent of volume exports and 6 percent of value exports. For the
studied period, Armenia was a net exporter of beverages, mainly brandy, fish (since 2012) and tobacco
(since 2014). Thus, processed agricultural products form the principal component of Armenian
agrifood exports.



The main export markets for Armenian agrifood products are the Russian Federation (with 40 to
60 percent, on average) and Georgia (with 3 to 5 percent, on average). Recently, Iraq and Syria have
been significant export markets, mainly due to increasing tobacco exports; in 2015, 32 percent of all
agrifood exports were exports of tobacco to Iraq.

European Union exports are negligible, mainly because of strict food safety regulations and required
food certification (ISO, HACCP) by EU countries. Very few Armenian producers are able to initiate
the certification process because of the high costs associated with this procedure, including capital
investment costs required to remodel production facilities in order to bring them in line with the
requirements of the standards.

For export volumes and values of the most significant agrifood products during 2005-2015, please see
Figure 6. For import volumes and values, please see Figure 7.

During the studied period, the share of Armenia agrifood imports in total imports was stable, at around
16 to 17 percent. One exception is 2015, when - in line with the decline of total imports by almost 27
percent — agrifood imports grew by 6 percent to account for up to 24 percent of total imports.

The lion’s share of Armenian agrifood imports belongs to cereals and cereal products. During 2005-
2015, this category accounted for, on average, 57 percent of volume imports and 22 percent of value
imports. Each year, on average, 450 000 tons of cereals is imported. The shares of imported tobacco
and coffee, tea, and cocoa are around 13 percent each. The share of meat products (11 percent of
average value) and vegetables and fruits (10 percent of average value) of total agrifood imports also are
significant. On average, around 55 000 to 60 000 tons of vegetables and fruits are imported each year,
mainly citrus fruits, bananas and vegetable preserves.

The most significant import markets for Armenia are the Russian Federation and Ukraine.
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Figure 6. Value and volume of main agrifood exports
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Figure 7. Value and volume of main agrifood imports, percent
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According to 2014 agricultural census, the size of
the average landholding in Armenia is 1.48 ha, and
each household, on average, has three parcels of
land (which, according to some estimations, can be
up to 15 km from each other). Moreover, around
one-third of land owned by family farms is in six
or more parcels. These are the results of ineffective
land reform and of the established farm structure,
which, among other things, leads to an increased
area of uncultivated lands. In 2014, 33 percent
of the arable land belonging to family farms and
commercial organizations was cultivated.

To support farm structure improvement, FAO
launched in 2004 a pilot project in the Nor Erznka
community of the Kotayk region in which,
through the exchange, purchase, sale or donation
of land parcels between landowners (including
community), 162 land parcels from 92 owners had
been consolidated into 67 parcels. This decreased
the average number of parcels owned by each
landholder in the community from three to two
and increased the average farm size from 1.25 ha
to 2.5 ha. The average area of a parcel increased
from 0.47 ha to 1.25 ha. The average area of a parcel
increased from 0.47 ha to 1.25 ha. (See Annex 6.2.)

The volume of foreign direct investments in the
Armenian economy is very low. In 2015, the
inflow of foreign direct investments comprised
only 1.4 percent of the nominal gross domestic
product, directed mainly to energy and heating
supply and mining. As of 2015, the share of
foreign direct investments in the agrifood
sector was only 7.4 percent of the net stock of
foreign direct investments in Armenia. Yet,
crop and animal production, hunting and
related services alone had only 2 percent of the
net stock of foreign direct investments.

3.2.2 Agricultural land
market and property
rights

After collapse of the Soviet Union, Armenia
went through an extensive land-reform process
that established land as private property. The
process of land privatization began in 1991 and
was completed in 1993. State-owned agricultural
land was distributed to rural families in an equal
way (Hartvigsen, 2015). However, the amount
of land distributed to each family varied greatly,
depending on the ratio between the available

state land and the number of eligible families in each community. For each rural community, 75 percent
of the agricultural land was distributed among the eligible families, with the land being held by the
family members in co-ownership. Families with more members got a larger share than those with fewer
members. The different categories of land in the community were divided, and a family normally received
one to two parcels of arable land, one parcel of vineyard, and one parcel of orchard. A lottery was held to
determine the location of the family parcels in the village (Giovarelli and Bledsoe, 2001). Some 25 percent
of the agricultural land and all pasture areas were kept under state ownership but were available for lease
to private individuals. This state land was transferred to local community councils; these councils still
manage the land.

The Land Code of Armenia, adopted in 2001, stipulates that citizens and legal entities have the right to
own, use and dispose of land. The rights on land descend from privatization, inheritance, land market
(buying-selling, exchange and donations), other deals and legal grounds concerning land (court decisions,
for example). Besides ownership and use rights, the Land Code also recognizes a number of partial rights,
such as mortgage, servitude, etc.

Even though land was distributed equally among women and men, registration was done in the name
of the heads of the households, who were mostly men. Even though no sex-disaggregated data exists on
land ownership, this, along with reduced awareness or knowledge among land professionals and rural
populations on womens land rights, reduces women de facto possibilities to exercise their rights over the



land they own. This issue is even more acute when informal transactions occur (FAO, 2017b). Because of
inheritance practices linked to patrilocal marriages (those in which brides go to live with their husbands’
families), it can be expected that the number of women owning land will decrease after each generation.

The subjects of land relations in Armenia are the state itself, communities, local and foreign legal entities,
citizens, stateless persons, foreign states and international organizations and persons having special
residency status. At the same time, according to the Armenian Constitution, foreign citizens and stateless
persons cannot own agricultural land in Armenia; they can only use it.

State and community lands can be alienated into private ownership and allocated for free-of-charge use.
These lands can also be alienated through direct sale or auctions, and they can be exchanged. State and
community lands can be allocated for use through tender. It is also worth mentioning that, according to
the Armenian Land Code, the renting of state- and community-owned land in general cannot exceed a
duration of 99 years (25 years for agricultural land).The land reform resulted in a highly ineffective farm
structure that was characterized by small holding and farm sizes and by high levels of fragmentation of
agricultural land, both in ownership and in use.

As was discussed earlier, around 33 percent of the arable land is not cultivated. Besides the technical
reasons mentioned above, the cultivation of available land resources is also hindered by low returns from
farming, to some extent related to the small sizes of cultivated lands.

The comparative analyses (SCREC, 2005-2015) of the land market for 2005-2015 shows that in the
period of 2005-2008, the land market was quite active, with an average of 19 120 ha of land (of all
categories) and 17 600 ha of agricultural land alienated'” annually. A sharp decline in 2009, associated
with the consequences of the financial crisis, reduced the level of annual alienations of agricultural
land to 8 200 ha, on average (see Table 12).

According to the State Committee of Real Estate Cadastre (SCREC), during 2005-2015 around 90
percent of alienations were related to agricultural land. According to the same source, community or
state-owned lands were always subject to alienation during 2005-2015, and a great part (more than 80
percent) of alienated lands were agricultural lands.

12. Land alienation in Armenia, 2005, 2010, 2015

2005 2010 2015

units hectares units hectares units hectares

Alienation - 18572.56 15576 8943.11 18695 9556.3
Of which

Agricultural land - 17596.77 7489 7923.40 11332 8873.98

Community or state sold land - - 3468 2113.40 3696 1612.48

Of which, Agricultural land 2132 11328.61 742 1894.24 1012 1447.55

Private sold land - - 10423 5905.60 11642 6728.24

Of which, Agricultural land 5011 585833 5850 5211.42 8225 6355.45

SCREC (2005-2015).

7" Sales, donation and exchange
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It is interesting to note that in 2005, 2010 and 2015, the largest quantity of land was alienated in the
Armavir region — 12 307.14 ha, 2 606.73 ha and 2 129.7 ha, respectively. More than 97 percent of these
lands were agricultural lands.

The functioning land market for almost 20 years (since 1995) could not solve the structural problems
of small farm sizes and excessive fragmentation of holdings and has led in some cases to even higher
land fragmentation (FAO, 2017a).

Land turnover as a measure of land market efficiency indicates that the land market in Armenia in 2016
experienced a turnover of around 1 percent; 4 535 ha of private agricultural land was transferred through
buy/sell transactions, out of the total of 455 249 ha privately owned agricultural land (FAO, 2017a).

This turnover rate is somewhat on the low side when compared with other countries in Central and
Eastern Europe. For example, in Lithuania, the number of sales of privately owned land was constant
over the 2000-2003 period, with around 3 percent of privately owned land being transferred either
through sales or donations. There was a strong increase in the transfer of private land after 2004, the
year of European Union accession, with the share increasing to 5 to 7 percent.

In Czechia, the annual turnover of privately purchased land amounted to about 0.2 to 0.3 percent of
the total agricultural area during the period of 1993-2001. However, from 2002 to 2004, the annual
turnover of private land increased to 1.5 percent, and even to 3.3 percent in 2005.

This shows that the agricultural land market, while functioning, is still relatively weak, with a limited
number of transactions, and would require support measures to accelerate the structural transformation
of agriculture (FAO, 2017a). For more details, see Section 5.2.

Registration services and the provision of cadastral information for a particular property are offered
in an efficient, transparent, and cost-effective manner and can be obtained from any territorial office
in the country. The rights of all legal owners, including women, are registered in ownership certificates
and no transactions cannot be made without their approval. Persons who have electronic signatures
can apply for registration and information online, without visiting offices. Land transactions must be
authenticated by private notaries or directly by the registrars of the SCREC. Private persons qualified
as real estate appraisers provide appraisal services.

During recent years, the process of registering rights on real property has become quite easy, transparent
and cost-effective. The SCREC maintains a state cadastre of real estate and ensures the operation of
the cadastre system in accordance with the legislation of the Republic of Armenia. The land cadastre
and the registration system are electronic and unified. Services are provided through a countrywide
network of branch offices, which only accept applications for registration and issue final documents
(certificates, reference, etc.), excluding direct contact between officials and the rights holders.

In line with the above-mentioned practical improvements in the system of land tenure, organization
of property rights and land titles, there are still some obstacles that hinder the development and
better functioning of the land market in Armenia. Some of the obvious reasons are low economic
attractiveness and high risk of the agricultural sector, which are deepened due to small land parcels and
the low availability of off-farm jobs in rural areas, which again keeps landowners attached to the land
and forces them to practice subsistence farming. Inaccuracies of land borders also could be mentioned
among the technical obstacles, as digital cadastre maps are often not in line with the situation on



the ground. Other obstacles include inadequate cadastral appraisal and valuation approaches of
agricultural, fish farms and forest lands, which do not reflect the real market values.

3.2.3 Value chain organization, standards and access to
markets

Armenia has a small and vertically integrated economy, with a small number of relatively fragmented
value chains, especially in the rural sector (USAID, 2010). The value chains are rather short, with few
links among smallholders and final consumers. The cases in which smallholders directly sell to final
consumers or in which produce is bartered are widespread, but their volumes are negligible.

Small scales of production and the low level of specialization hinder the smallholders from forming
durable links within value chains, and as a result, the cases of long-lasting cooperation among
smallholders and their sales channels are few. Thus, it can be stated that in Armenia, the prevailing
value chains are mostly “traditional,” governed by spontaneous market transactions and involving a
large number of smallholder producers and a relatively large number of retailers. The issues of food
safety and traceability are not high priorities within the acting value chains, as the competition among
value chain actors is mostly price-driven. Interestingly, a recent survey (ICARE, 2013) of supermarkets
revealed that in order to gain higher profits from sales, supermarkets prefer buying fruits and vegetables
straight from farmers.

For smallholders, there are two big channels for moving produce from farms to markets (see Diagram
1):

middlepersons, such as exporters; wholesalers working with processing companies, supermarkets
and other retail chains or retailers; small retailers working in the fresh market; and a small number
of cold storage owners working with supermarkets and other retailers (including in the fresh
market); and

processing companies (dryers, canneries, mills, beverage producers, etc.), which usually source the
majority of their raw materials directly from smallholders, who in turn usually bring their produce
to the processor’s facility on their own account and bear not only the costs of transportation but
also the costs of transportation losses. Only a few processors employ contract farming and provide
inputs to smallholders, such as in the brandy industry, where the majority of the product is for
export, and maintaining the established taste and quality of the final product are high priorities
(BSC, 2016). Taking into account milk shortages during spring and winter months, several big
dairies have established milk collection points and freezers in some communities.
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Diagram 1. Value chain: Main channels of smallholder access to final consumers
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Middlepersons are more numerous and usually contact a smallholder based on the required produce
characteristics, whether for export, fresh market or supermarket. This can be a first-time contact
or based on a long-lasting relationship. The middlepersons usually pay immediately at the farmer’s
location. At the same time, the middleperson is a price maker, and smallholders have little space to
bargain. In the case of fruits, middlepersons can also offer to buy unharvested produce and bear the
costs of harvesting.

Supermarket chains, which are considered as the main element for the transformation of food
systems, are widespread only in the capital city, Yerevan. In other major cities of Armenia, there are
fewer supermarkets, with just a few chains and many grocery stores. There is only one supermarket,
Carrefour, that is part of a global, organized value chain. The rest are local supermarkets, with lower
operational capacities.

To the best of our knowledge, no fresh products of Armenian origin are processed abroad and thus
part of any global value chain. Moreover, because of low competitiveness and low levels of compliance
with food safety standards, Armenian smallholders, in their current state, are not ready to be part of
such chains. The existence of a globally linked supermarket is quite important for local producers, as it
can give export opportunity to those local producers who can meet the retailer’s quality standards and
whose products are demanded abroad.

There are no major distribution and cold storage centres, with the exception of Spayka, the leading
exporter of fresh fruits and vegetables from Armenia. Spayka requires premium quality for fresh



produce, and smallholders often find it hard to comply with those requirements. With Spayka being
the main exporter, producers often find themselves having no alternative but accept the prices it offers;
these prices often are lower than expected, based on quality of the produce and on market prices. It is
also worth mentioning that the company has its own greenhouses and processing unit. Moreover, in
June 2017, the Government of Armenia approved a decision to grant 110 hectares of new land to

Spayka for the construction of a new greenhouse and cheese-processing unit.

The problems associated with the low
level of participation and formation
of cooperative structures are various,
including a low understanding of
cooperative principles, the legacy of the
socialist past, and legislative issues. Before
2015, the cooperatives in the agriculture
sector were formed in accordance with the
Law on Consumer Cooperatives and the
Civil Code, under which the relationships
in the processes of cooperatives’ formation,
activity and dissolution were not regulated.
Furthermore, these regulations were not in
compliance with internationally recognized

concepts and principles of cooperatives.

So, to support the formation of agricultural
cooperatives and to solve the issues arising
from small-scale farming, in 2015, with the
support of many organizations involved
in the field, including FAO, the Law on
Agricultural cooperatives was adopted.
For the first time in Armenia, through
this law the Government takes on itself
the obligations to assist in the creation
and development of cooperatives and to
strengthen their economic viability. (See
Annex 6.2.)

Vertical and horizontal integration through
cooperatives, farmer groups or associations are not
common, and thus producers do not benefit from the
improved market position that these organizations
can provide. Associations and unions rarely perform
marketing activities (any upstream or downstream
activities); their role is seen more as consulting and
providing easy access to inputs.

Participation in cooperative structures is not
widespread, and the level of their performance is not
satisfactory for the general agricultural sector. Most
of the agricultural cooperatives currently operating
in Armenia were established through donor-support
projects without a clear market or operational
objective. Most of the members joined cooperatives
only because of a short-term opportunity to receive
some tangible or intangible assets from donors
(Urutyan and Ayvazyan, 2016). As a result, there are
several cooperatives that own some processing or
post-harvest handling facilities. However, only a few
have continued to successfully operate them after
the end of the projects in the framework of which
they were established. In general, cooperatives in
Armenia are not supported by committed producers.
Their market participation is occasional, and they are
far from being a part of the agricultural value chain
(Urutyan, 2013a, Millns, 2013).

Issues of food safety, hygiene and traceability are still relevant for all levels of value chains, and the
issue is especially serious in the case of storage and transportation of products of animal origin. Food
safety in Armenia is regulated by Armenian national legislation'® as well as by technical regulations
of the Eurasian Economic Union (CU, 2011). Though these regulations ensure that food composition
is safe for use, and though implementation of these regulations is mandatory for locally produced or
imported food, monitoring and implementation of these regulations is limited, especially in the case of
primary production, transportation, storage and sales of fresh produce.

'8 Republic of Armenia Law on Food Safety, available at: http://www.arlis.am/DocumentView.aspx?DoclD=104105. Republic of Armenia Law on Protection
of Consumers’Rights, available at: http://www.arlis.am/DocumentView.aspx?doclD=107279. Republic of Armenia Law on Veterinary, available at: http://
www.arlis.am/DocumentView.aspx?doclD=101830. Republic of Armenia Law on Trade and Services, available at: http://www.arlis.am/DocumentView.
aspx?docID=107199.
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The majority of regulations refer to after-farm production stages of the food value chain. For instance,
according to the Armenian Law on Food Safety, the implementation of Hazard Analysis and Critical
Control Points system principles, which are highly prioritized by the Government and are required by
Eurasian Economic Union food safety regulations, needs to be done in all the stages of the food value
chain after primary production. It is planned that by 2023 all participants of local value chains, except
for primary producers, will have introduced systems of HACCP (GoA, 2015).

Currently, implementation of HACCP principles is not widespread among processors. Only some big
companies that have export targeted production have HACCP and other related food safety certificates.
In the companies that focus only on the local market, the implementation of HACCP is very rare
(ICARE, 2015). According to the World Bank Enterprise Survey for Armenia (The World Bank,
2014), in 2013, only 25.6 percent of manufacturing firms have an internationally recognized quality
certification. However, the exact percentage of food manufacturing firms that implement any kind of
quality control management systems is unknown, as there are no official statistics on this. It should also
be noted that, according to specialists in this field, the practice of using bogus HACCP documentation
or other food safety control systems is common among Armenian food manufacturers (BSC, 2016).

According to Eurasian Economic Union regulations (CU, 2010), a number of products - including
some of food origin - require the Certificate of State Registration. In Armenia, these certificates
are issued by the State Service of Food Safety under the Ministry of Agriculture. All products for
which technical regulations of the Eurasian Economic Union are available should have a Certificate
of Conformity or Declaration of Conformity stating that they were produced in accordance with the
technical regulations.

At the same time, there are no regulations or standards that govern the farming activities of family
farms. Each farmer is free to organize production and waste disposal in their farms however they want.
Given the limited coverage of extension services and the limited availability of trainings and consulting
for farmers, the situation is quite worrisome, as issues related to on-farm safety for farmers and their
workers (in terms of their awareness of basic health and safety-related practices while working with
farm chemicals) and to the safety of harvested produce (in terms of residual quantities of pesticides
and other chemicals) are fully at the discretion of a given farmer. In addition, it should be noted that
the environmental impact of farming is also quite significant. Though there are rules and regulations
governing these issues, farmers often neglect them or are not aware of them. For example, the practices
of burning leaves in autumn or of burning fields after crop harvests are widespread in the countryside,
even though they are prohibited by the Armenian Law on Protection of Atmospheric Air. Also,
containers of used chemicals are commonly disposed of in the same location as household waste or
near water sources.

Traceability of food sold in fresh markets, grocery stores and even supermarkets is almost non-existent.

Standardization is regulated by the Armenian Law on Standards (RANA, 2012b), which distinguishes
national, international, regional and organizational standards. According to this law, implementation
of national standards is mandatory only if they are required by the technical regulations. In addition
to these, there are numerous systems of standards with which an operator in the food industry must
comply, and there are other voluntary standards, such as International Organization for Standardization,
European Norms, organic standards and more.



3.2.4 Access to finance

Accessible funding is a crucial factor for the success of the agricultural sector and for the well-being
of smallholders, as it provides a number of opportunities: investing in efficient technologies and new
product varieties, accessing markets, integrating into a value chain, extending the business, and much
more. Access to finance is a leverage for the economic empowerment of rural women and men. There
are several sources of funding that smallholders in Armenia have access to. These are: commercial
credits and loans, grants, government subsidies, remittances and personal savings.

It should be noted that there is continuing disparity in economic opportunities among women and men
in Armenia. Rural women usually benefit from micro-credit or loan programmes provided by donor
organizations, which make these funds available on the basis of a specific level of women’s involvement
(quotas). However, women face difficulties in obtaining loans, partly because they lack property for
collateral. Other indirect burdens are women-unfriendly business environments, mobility constraints,
limited access to large markets, and the gendered dimensions of social capital (i.e. social interaction
and networking) (FAO, 2017b).

Given the high number of work migrants, the volume of remittances is quite significant in the national
economy; according to the World Bank, remittances accounted for around 14.2 percent of the gross
domestic product in 2015. Yet, at the same time, there is no differentiation of how much of the
remittances go to the agricultural sector, and it is not possible to assess the impact of migration on
investments in agriculture. Sex-disaggregated data on recipients of remittances is also not available.

As for credits and loans, as of July 2017, the financial sector of Armenia comprises 17 commercial banks
and 35 credit organizations, with 696 branches in total. Most of these financial institutions provide
agricultural loans and other agricultural financing services. Given the number of financial institutions
and the small size of the country, it can be stated that, in principle, the services of financial institutions
are available for smallholders throughout Armenia. However, accessibility is a big problem. For instance,
in 2017, on average 7.5 percent of loans were agricultural and about 16 percent of rural households
received loans for financing their agricultural activities (CBA, 2017b, NSS, 2018). Unfortunately, no
sex-disaggregated data on borrowers is available. For more details, please see Figure 8.
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Figure 8. Total loans and agricultural loans by commercial banks and universal credit organizations, 2011-2015 (end of the period)
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According to a recent (2013) feasibility study of KfW development bank on agricultural finance,
access to credit is not a problem. However, there are challenges in the “quality of provided credit”; see
below in this section for more details. According to another study - the Assessment of Farmers’ Needs
in Training and Advice (Gannon, 2016) - 50 percent of surveyed farms indicated lack of finance as
their main problem. Yet, at the same time, 39.4 percent of farms had taken loans for expansion and
intensification of their farm business.

According to census data during the reference year, 72 874 family farms (23 percent of the total) have
had loans, though the data on how many loans they had is missing.

The absence of agricultural insurance, in combination with usually occurring unfavourable weather
conditions, increases the riskiness of the sector and consequently hinders financing. Under general
conditions, the annual interest rate for agricultural lending can reach 24 percent, with even higher
effective interest rates.” Loans have short maturity periods and are predominantly in foreign currency,
usually United States dollars (Figures 9 and 10). This imposes additional currency-exchange risks for
smallholders. For instance, in 2015 only around 38 percent of all agricultural lending in Armenia was
in the local currency, while the depreciation of the Armenian Dram against the United States dollar in
2015* was 1.8 percent. The depreciation of the Armenian Dram against the United States dollar was
17 percent in 2014.%

However, it should be noted that for the studied period of 2005-2015, the volume of agricultural loans

1 No data is available for the UCOs before 2011, so for consistency reasons the data for commercial banks before 2011 is also not presented here.

2 For instance, the agricultural loan of Finca UCO “Gyugh Parz” for working capital and capital investments has a nominal annual interest rate of 24 percent,
which for a loan of AMD 1 million for one year costs an effective interest rate of 50.36 percent. See: http://bit.ly/2hs2Mga. Last retrieved on 5 July 2017.

230 December 2014 to 30 December 2015.

230 December 2013 to 30 December 2014.
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had a positive growth tendency (Figure 9).

Figure 9. Agricultural loans in foreign and local currencies by commercial banks, 2005-2015
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Depending on the value of the loan the guarantor(s) or, collateral such as real estate (land, buildings),
vehicles, agricultural machinery, equipment, jewellery and other goods, etc., is usually required. It is
worth mentioning that the loan-to-collateral ratio is usually very low, from 40 percent of market value
for vehicles to 70 percent for real estate such as buildings. At the same time, financial institutions
often do not take “empty” land as collateral and prefer land on which there are at least some buildings.
Gold is the only collateral that usually enables the provision of loans of over 90 percent of its value.
Additionally, banks appraise collateral property at its fire-sale value (liquidity value) and not the
economic value of land, i.e. the potential economic gains. Given that most of the lands are located in
rural communities with restricted infrastructure access, their value is usually assessed as much lower
than both their market value and economic value.

Figure 10. Foreign and local currency loans by commercial banks and universal credit organizations in 2015
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Smallholders also face a lack of flexible repayment schedules, aligned with the seasonality of production
and sales. Additionally, loans with grace periods are limited in availability. Another negative factor
restricting accessibility of finance for family farms was revealed during the interviews: Some financial
institutions don’'t evaluate the credit history of individual borrowers but take into account the loan
portfolio of a community she or he comes from, and if there are many outstanding debts, no new loans
will be provided.

The combination of these factors hinders smallholder’s access to finance and eflicient use of borrowed
resources. There are many cases when smallholders take loans and, because they are not able to repay
them, lose their property or take additional loans to cover the costs of the first, and thus fall deeper
into debt.”

To improve farmers’ access to commercial funding, since 2011, the Government of Armenia has
implemented a programme to subsidize from 4 to 6 percentage points of interest rates for agricultural
loans of up to AMD 3 million (GoA, 2011b, GoA, 2017h). However, this programme is limited to funds
earmarked annually in Armenia’s state budget. For 2015, the allocated amount was AMD 1.16 billion,
which was 33.3 percent higher than in 2014. Under this scheme, from April 2011 to June 2017, around
127 500 loans were disbursed, with a total value of AMD 106.4 billion and a total subsidy amount of
AMD 5.1 billion (GoA, 2017d). In September 2017, the Government reformulated the programme
terms by reducing the interest rate paid by farmers by up to 5 percent, increasing the repayment period
to five years, and changing the loan amount, which can now range from AMD 3 million to AMD
10 million (GoA, 2017d). In the framework of the new programme, before applying for a loan all
beneficiaries need to complete a training organized by the Agriculture Development Foundation of
the Ministry of Agriculture. According to the Government of Armenia, the new programme would
support the enlargement of farms and, to some extent, the industrialization of agriculture.

In 2017, the Government started a new programme to support the leasing of agricultural machinery,
including subsidizing 7 percentage points of the 9-percent leasing interest rates for most types of
agricultural machinery, such as combines, tractors, sprayers, cultivators, etc. At the same time, farmers
would have to pay a 20-percent down payment. According to the Decree of the Republic of Armenia
Government on Ensuring the Implementation of State Budget 2017, AMD 120 billion will be allocated
for this programme. From April 2017 to May 2018, 245 units of agricultural machinery were leased to
115 beneficiaries in the framework of this programme (MoA, 2018).

Another government programme directed to the sector is a programme to subsidize interest rates for
the instalment of anti-hail nets (GoA, 2017g). The programme envisions loans for instalment of anti-
hail nets on orchards and vineyards with terms of seven years and with a 2-percent annual interest rate.
Although the programme does not set any minimal requirements on plot sizes where the nets should
be installed, the per-hectare costs are too high for it to be efficient to install the nets on plots smaller
than 1 ha. The programme estimates that the average cost for 1 ha of a net on a vineyard is AMD 3.6
million and AMD 7.55 million for 1 ha of orchard.

B “Armenian Farmers Face Ruin in Credit Crunch” article available at: https://iwpr.net/global-voices/armenian-farmers-face-ruin-credit-crunch; “The
villagers are massively buried in a credit pit; all the houses of Arevik are pledged” article (in Armenian) available at: https://news.am/arm/news/360951.
html; “The villagers appeared in a credit net” article (in Armenian) available at: http://hetq.am/arm/news/43941/gyuxacinery-haytnvel-en-varkayin-
sardostayni-mej.html; “Residents of Khachik village sued the loan providers” article (in Armenian) available at: https://www.azatutyun.am/a/27960642.
html; “The government subsidizes agricultural loans, and the villagers appear in court” article (in Armenian) available at: http://hetq.am/arm/news/57912/
karavarutyuny-subsidavorum-e-gyuxatntesakan-varkery-isk-gyuxacinery-haytnvum-en-dataranum.html



On 21 December 2017, two new programmes
on “Subsidization of Interest Rates for the
Establishment of Modernized Intensive
Orchards” (GoA, 2017e¢) and “Subsidization
of Interest Rates for the Instalment of Drip
Irrigation Systems” (GoA, 2017f) were approved
by the Government of Armenia. Under the first
programme, orchards between lha and 10 ha in
size and berry fields of 0.5 ha to 5 ha in size will
be established with a subsidized interest rate of
5 percent. The programme will be implemented
during 2018-2024, and it is expected that in
total, AMD 1.695 million will be transferred as
subsidies. The second programme does not set
any restrictions, and the subsidized interest rate
paid by the farmers is 2 percent, with credit terms
of three years. Here, it should be noted that no
specific quota for empowering women farmers
was established under either of the programmes.

As was mentioned earlier, there is no agricultural
insurance system in place. Currently, smallholders
do not have any protection and bear all the risks
connected with climatic hazards and weather
shocks. The only help that affected farmers
receive in the event of climatic hazards is post-
event state assistance, such as small subsidies for
input supplies, the waiver of land taxes (Urutyan
and Ayvazyan, 2016), or reduced irrigation costs.

One group that has shown some success
after the end of a donor-funded project is the
Ashotavan raspberry producers.

Ashotavan raspberry producers group was
formed in the framework of World Visions
Economic Development Programme. The aim
of the programme was to achieve sustainable
increase of producers income.

Previous similar  projects in nearby
communities involved the provision of heavy
assets, which were not effectively used after
the end of the projects. This was either because
the group owning the asset was not able to
organize a joint/shared use, or because the asset
went under the control of a few people from
the group, while the rest of the group didn't
feel ownership of it. So, while working with
Ashotavan raspberry producers, particular
attention was paid to the formation of groups
as teams of cooperating producers.

The formation of a group with its values,
joint mission and rules of conduct were a
priority this time. This approach, lined up with
technical assistance in integration into a local
value chain, proved to be a great success. (See
Annex 6.2.)

There are many reasons for the absence of an agricultural insurance system. The main reasons are
as follows: On one hand, the absence of reliable data on the occurrence of insurance events and
the underdeveloped infrastructure of preventive measures discourage insurance companies from
entering this market. On the other hand, smallholders are not ready to accept agricultural insurance
and pay for it. According to the results obtained during the inception phase of the first agricultural
insurance pilot project, initiated in two villages of Ararat region by FAO** in 2017, even when
insurance premiums were subsidized some farmers refused to include their animals in the insurance
scheme (Martirosyan, 2017). According to experts, the involvement of the state in the establishment
of the system, in terms of subsidizing the premiums during the introductory phase of agricultural
insurance, is a must.

Since August 2014, German development bank KfW, together with the Central Bank of Armenia,
has been working on a project to implement agricultural insurance. According to initial information,

% In the framework of FAO ENPARD, in May 2017, 224 heads of cattle belonging to 32 farmers from Taperakan and Shahumyan villages of Ararat region were
insured by Nairi Insurance LLC for one year against death of cattle due to accidents or diseases or forced slaughter directed by a veterinarian. The insurance
premium per animal was up to USD 550.
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during 2018 several agricultural insurance pilot projects will be implemented, which will be followed by
a larger-scale programme and which gradually will introduce agricultural insurance to the Armenian
countryside. It is expected that the Government of Armenia will be actively involved in the process and
will subsidize the insurance premiums (Martirosyan, 2017).

Since independence, the agriculture sector of Armenia has received significant support from various
donor organizations and countries, such as the World Bank, the United Nations, the Millennium
Challenge Corporation, the United States Department of Agriculture, the United States Agency
for International Development, the European Union, the Austrian Development Agency, the
International Fund for Agricultural Development and more. The main areas under consideration have
been development of infrastructure and institutional capacities, development of human capital, and
promotion of the agricultural credit market. Activities carried out on the government level include
work with institutions and the building of infrastructure. On the smallholder level, work has included
targeting skills and the development of capacity among individual farmers and farmer groups.

In many cases, work on the smallholder level has included the provision of grants — usually not involving
cash but instead certain operational and production means and infrastructures, including animals and
rootstock, greenhouses, cold storage and collection points, and tools and equipment, such as tractors,
irrigation equipment, milking tools and more. The abundance of support has had a dual result. On
one hand, it has significantly improved smallholders’ production capacities and position in the value
chain. On the other hand, smallholders have become accustomed to working under the umbrella of
development agencies and, after the cessation of the programme or donor, have experienced difficulties
or shown no progress.

The financial resources of international support funds - such as the International Fund for Agricultural
Development, World Bank, European Investment Bank, European Bank for Reconstruction and
Development, KfW, Entrepreneurial Development Bank, European Fund for Southeast Europe, and
group-financed funds such as Kiva Microfunds - are accessible to farmers only through financial
institutions. This significantly increases the cost of funds, as given the riskiness of the sector, the
intermediary financial institutions still need to secure their risks.

3.2.5 Access to services

Up to July 2017, the extension service in Armenia was mostly provided by the state-owned Marz
(Regional) Agricultural Support Centres (MASCs), operating under the patronage of the Ministry of
Agriculture and organized as closed joint-stock companies. There were 10 such centres, one per marz,
or region. MASCs have been providing consultancy, training and information on modern farming and
food processing technologies and best practices to those involved in farming throughout each region.

The MASCs were established in 1999 with the support of the World Bank, and since then they were
heavily subsidised by the state, which provided more than 80 percent of their annual budget. The
performance of the MASCs was long questioned, as these centres were supposed to be an important
link among research and development, “best industry practices” and farmers. However, in spite of
state support, they usually experienced too few financial, human and technical resources to perform
all the assigned tasks, and thus no practical impact was visible from their operations. They were seen
as ineffective and inefficient structures. According to one of the recent studies carried out among 1 800
farms countrywide, only 20 percent of farms have heard of MASCs, and only 10 percent of farms have



received consulting services by MASCs. And at the same time, 47 percent of beneficiary farms have never
used for their farming activities the information they were given (EDRC, 2016a). Yet, an evaluation
report conducted by the Department of Monitoring and Analysis of the Ministry of Agriculture on
the specific set of trainings provided by MASCs states a considerable increase of knowledge among
training participants: After the training, the level of right answers on average increased by around 36
percent, according to the report (MoA, 2017b).

According toa government decree (GoA,2017a),in 2017 all MASCs were liquidated, and their functions
were transferred to the newly established Agriculture Development Foundation (GoA, 2017b). To be
able to execute extension services, the new Foundation has branches in all regions, and, in total, 139
consultants are involved. The Foundation plans to solve the problem of the malfunction of the MASCs
through more practical trainings and targeted farmer education.” The Foundation officially started its
activities on 3 July 2017, and as of the time of the development of this study, no other information was
available about the impact of liquidation of MASCs on smallholder farmers.

At the same time, it is worth mentioning that the Governments new Programme for 2017-2022 (GoA,
2017c¢) does not include any agricultural advisory or extension services as priority areas for the sector,
and thus the future development of the state-financed extension services is not clear.

Besides the former MASCs and the newly established Agricultural Development Foundation, private
extension services also are available to smallholders in Armenia. The biggest chain of such services
is managed by the Center for Agribusiness and Rural Development (CARD) Foundation. The first of
their so-called Farm (and Veterinary) Service Centers was established in 2011, and since then, through
the support of different donor organizations, 17 service centres in total have been established in all
regions of Armenia. Depending on their location, the centres have different specializations, such as
greenhouse, veterinary, or plant growing (CARD, 2018). These centres provide both free-of-charge and
fee-based services. Although initially established as donor-funded units, some of the service centres
have managed to achieve self-sufficiency. According to CARD, more than 15 000 farmers benefit from
these centres. Unfortunately, no sex-disaggregated data was collected on this.

Other sources of farm consulting are retailers of farm inputs, who provide consulting along with the
sales of inputs. According to the Ministry of Agriculture, as of August 2017 there were 63 registered
sellers and/or producers of agrochemicals and fertilizers in Armenia. As can be seen from Table 13,
there are a limited number of retailers in the Shirak, Lori, Gegharkunik and Syunik regions.

% News article at The Armenian Times, available at: , (in Armenian).
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Table 13. Distribution of registered sellers of agrochemicals by region, as of August 2017

Region Number of registered sellers (or producers) of agrochemicals
Armavir 19
Ararat 18
Aragatsotn 6
Kotayk 6
Vayots Dzor 4
Shirak 3
Lori 3
Gegharkunik 2
Yerevan 1
Syunik 1

SOURCE: MINISTRY OF AGRICULTURE LICENSING DEPARTMENT (2017).

The local production of fertilizers, agrochemicals, animal health and treatment pharmaceuticals in
Armenia is nearly absent, with the few exceptions of locally produced organic fertilizers, which are
not widespread.”® So, almost 100 percent of fertilizers, agrochemicals, animal health and treatment
pharmaceuticals are imported, and according to some estimates, this market is highly monopolized
(FAO, 2012). For instance, the annual report of the State Commission for the Protection of Economic
Competition for 2016 (SCPEC, 2016) highlights that around 54 percent of the imports of nitric fertilizers
belonged to one company, which had set prices that were higher than those from other importers from
the same location. At the same time, it should be noted that no customs duties apply to fertilizers or to
pesticides. Thus, the high prices of agricultural inputs such as fertilizers and pesticides are set because of
monopolized markets. These high prices imply higher production costs for primary agricultural produce.

The imported volumes of fertilizers for the period of 2005-2016 are presented in Table 14.
Table 14. Volume of fertilizers imported to Armenia, 2005-2016, tons

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

Nitric fertilizers (N) 46208 57921 26808 24331 39542 29587 35947 57447 58616 48636 64292 148245
Phosphoric fertilizers (P,0,) - - - 23 - 34 415 66 559 2777 1676 324
Potassic fertilizers (K 0) 16 1 12 36 5 4 4 514 39 1700 676 915
Combined fertilizers 229 4N 374 212 529 1699 466 1643 1416 1289 899 1246

NOTE: THE DATA ON THE VOLUME OF IMPORTED FERTILIZERS REPORTED BY THE CUSTOMS SERVICE OF ARMENIA FOR THE SAME PERIOD 1S MUCH LOWER, BUT THE SAME
PATTERN OF CONSIDERABLE INCREASE IN IMPORT VOLUMES IS VISIBLE.
SOURCES: INTERNATIONAL TRADE CENTRE (WWW.TRADEMAP.ORG) CALCULATIONS BASED ON UN COMTRADE STATISTICS.

The quantity of imported and thus used fertilizers has significantly increased during the past ten years.
According to the same source, the import quantities of pesticides, such as insecticides, rodenticides,
fungicides, herbicides, anti-sprouting products, plant-growth regulators, etc., also have recorded
significant growth, from 490 tons in 2005 to 2 050 tons in 2016 (1 147 tons in 2015). However, based on

% An example of local organic fertilizer is Orwaco (http://www.orwaco.am/). At the same time, for local producers, manure is an important source of fertilizers.



farmers’ estimates, the quality of pesticides is low and does not correspond to their needs. According to
the 2013 Life Quality Survey from the Institute of Political and Sociological Consulting, in 2012, most
of those surveyed mentioned that the factors related to pesticides (56.1 percent) and fertilizers (64.0
percent) negatively impacted their agricultural activities. Moreover, roughly half of those surveyed
(45.5 percent for pesticides and 52.6 for fertilizers) also mentioned that the nature of the negative effect
was related to the quality of the corresponding inputs. At the same time, it should be noted that the
data might be subjective, as the survey does not provide information on whether the right terms and
conditions for pesticide and fertilizer application were followed by the respondents.

Besides issues related to the availability and quality of pesticides, there is also an issue related to their
safe use. Farmers who use pesticides often neglect storing and labelling instructions, and there are
cases of fatal poisoning every year.?’

According to the World Bank report Enabling the Business of Agriculture (The World Bank, 2017a),
there are certain regulatory bottlenecks that limit access to fertilizer in Armenia. According to the
EBA fertilizer indicator, which is focused on operational and economic constraints, as well as the
implementation of legislation affecting the fertilizer industry, Armenia is ranked 53rd among 62
studied countries.

The IPSC (2013) report also covers other factors that negatively affect the agricultural activities of
those surveyed: fuel (64.4 percent), seeds (64.3 percent), rent of agricultural machinery (56.8 percent),
irrigation water (44.7 percent), and veterinarian services (24.4 percent). For more than 80 percent of
respondents, the nature of the negative effect for most of the mentioned factors (fuel, seeds, fertilizers,
and rent of agricultural machinery) was related to price.

To facilitate farmers’ access to agricultural inputs, since 2006 the Government of Armenia has
implemented several programmes that help farmers access main agricultural inputs such as fertilizers,
seeds and fuel. In particular, during 2006-2008 and continued from 2011 onwards, the Government
implemented a programme on supporting farmers in the purchase of subsidized fertilizers. At the
beginning, only nitric fertilizers were included in the programme, but since 2014 the list of fertilizers
has expanded to include phosphoric and potassic fertilizers. Under this programme, the selected
importers are subsidized to import and sell to farmers the mentioned fertilizers at below-market
prices, which are initially set by the Government (see Table 15). In 2012, a programme on the purchase
of subsidized diesel fuel was launched.

7 News article by Armenpress on poisoning due to pesticides, dated 8 June 2017, available at: https://armenpress.am/arm/news/894156/tunagimikatnerov-
tunavorumneri-cucanishy-nvazel-e.html
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Table 15. Prices of subsidized fertilizers and fuel for farmers in 2015

Price for farmers (AMD per sack/litre) Subsidized amount (AMD per sack/litre)
Nitric fertilizers 6000 3215
Phosphoric fertilizers 7000 5368
Potassic fertilizers 7000 5638
Diesel fuel 350 55

NOTE: FOLLOWING ARE THE PRICES EQUIVALENT TO USD BASED ON AVERAGE EXCHANGE RATE OF CENTRAL BANK OF ARMENIA FOR 2015. PRICE FOR FARMERS (USD PER SACK/
LITRE) FOR NITRIC FERTILIZERS - USD 12.55; PRICE FOR FARMERS (USD PER SACK/LITRE) FOR PHOSPHORIC FERTILIZERS - USD 14.65; PRICE FOR FARMERS (USD PER SACK/
LITRE) FOR POTASSIC FERTILIZERS - USD 14.65; PRICE FOR FARMERS (USD PER SACK/LITRE) FOR DIESEL FUEL - USD 0.73. SUBSIDIZED AMOUNT (USD PER SACK/LITRE) FOR

NITRIC FERTILIZERS - USD 6.73; PRICE FOR FARMERS (USD PER SACK/LITRE) FOR PHOSPHORIC FERTILIZERS - USD 11.23; PRICE FOR FARMERS (USD PER SACK/LITRE) FOR
POTASSIC FERTILIZERS - USD 11.80; PRICE FOR FARMERS (USD PER SACK/LITRE) FOR DIESEL FUEL - USD 0.12.

NOTE: THE AMOUNT SUBSIDIZED BY THE GOVERNMENT OF ARMENIA FOR FERTILIZERS VARIES FOR DIFFERENT YEARS. FOR INSTANCE, IN 2016 THE SUBSIDIZED AMOUNTS FOR
NITRICFERTILIZERS WERE AMD 2 729, FOR PHOSPHORIC AMD 6 758, AND FOR POTASSIC AMD 6 799. IN 2014, IT WAS CORRESPONDINGLY AMD 1870, AMD 4 000, AND AMD 4 500.
NOTE: DURING 2016 AND 2017, THE PER-LITRE PRICE FOR FARMERS WAS REDUCED TO AMD 280, AND THE AMOUNT OF SUBSIDY IN 2017 TO AMD 34.3 PER LITRE.

SOURCES: GOVERNMENT OF ARMENIA DECREE NO. 89-N, DATED 5 FEBRUARY 2015, AND GOVERNMENT OF ARMENIA DECREE NO. 73-N, DATED 6 FEBRUARY 2016

Sales of nitric fertilizers and diesel fuel to agricultural cooperatives and to those beneficiaries that were
provided with “super-elite” winter wheat seeds (see later in this section) is provided on a per-hectare
basis, without maximum limit. For ordinary farmers, the maximum quantity of diesel fuel is 600 litres,
and the maximum for nitric fertilizer is 1 000 kg. There are no limitations for phosphoric and potassic
fertilizers.

Since the beginning of the programmes, the following quantities have been provided to farmers.

51



16. Amount of subsidized inputs and number of beneficiaries in the framework of the government programmes, 2012-2016

Year Name of subsidized inputs Total amount subsidized Number of communities Number of beneficiaries
2012 Diesel fuel, litre 21514 805 1145 43998

Nitric fertilizers, tons 30700 1039 73 605
2013 Diesel fuel, litre 15391766 1221 38886

Nitric fertilizers, tons 37906 1203 78 544

Diesel fuel, litre 11098 706 607 37595
o Nitric fertilizers, tons 31770 670

Phosphoric fertilizers, tons 1174 155 67 125

Potassic fertilizers, tons 592 157

Diesel fuel, litre 3177926 385 14429
2015 Nitric fertilizers, tons 32721 745

Phosphoric fertilizers, tons 237 177 74877

Potassic fertilizers, tons 857 192

Diesel fuel, litre 5005 476 463 19653
2076 Nitric fertilizers, tons 31652 688

Phosphoric fertilizers, tons 575 209 70643

Potassic fertilizers, tons 1015 215

IN 2012 AND 2013, THE INPUTS WERE DISTRIBUTED IN TWO ROUNDS - IN SPRING AND AUTUMN, SO THE NUMBER OF COMMUNITIES IS A SUM OF TWO ROUNDS.
MINISTRY OF AGRICULTURE REPLY TO OFFICIAL INFORMATION INQUIRY, AUGUST 2017.

According to a recent evaluation of the fuel and fertilizer programmes, they are in line with the real
needs of beneficiaries, in general, and they support increases in agricultural production and farm
incomes. However, according to the evaluation findings, subsidized prices still remain high for farms
(EDRGC, 2016b).

Seeds, seedlings and saplings are mostly produced locally by different scientific centres, breeding
stations, and farmers themselves. Imports of cereal and potato seeds are significant; at the same time,
these are the two most important crops in terms of their local consumption.

Since 2010, different governmental programmes for supporting the local production of wheat seeds, in
addition to the production of cereal and fodder crops such as wheat, barley, maize, alfalfa and sainfoin
have been implemented. In the framework of these programmes, seed-breeding farmers holding more
than 3 ha of land have been provided with imported and locally produced “super-elite” wheat seeds;
after harvest they were requested to return 2 kg of seeds for each kilogram they initially received. At the
same time, smallholder farmers holding up to 3 ha of land were provided with the “elite” seeds grown
by the larger farmers and were requested to repay the price of the received seeds after harvest. As a state
support measure, in the framework of these programmes, barley, maize, alfalfa and sainfoin seeds were
provided to producers at lower prices than the cost paid by the government. There were programmes,
when producers were to repay the price corresponding to twice the amount of received seeds or when
they were to repay next year, after harvesting.
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Although there were cases when - due to unfavourable climatic conditions or the low quality of
provided seeds® - farmers were not able to return the requested amount of seeds or to repay for
them, the programme registered a few positive results. In particular, around 80 to 85 percent of wheat
seed varieties were renewed, and increases were registered in the availability of “elite” seeds and in
productivity per hectare.

In 2016, in the scope of the European Union-financed ENPARD programme, a production of buckwheat
was launched. It is included in the Government’s 2017 and 2018 programmes on “Developing the
production of spring wheat, buckwheat, peas, barley, maize, alfalfa and sainfoin” (GoA, 2017i, GoA,
2018a) It is planned that farmers will be able to produce buckwheat seeds for future years.

The availability of agricultural machinery and equipment in the Armenian countryside is limited.
According to the administrative registers of the Ministry of Agriculture (NSS, 2017b), as of 1 January
2017 there were 15 239 tractors, with only 78.5 percent being in working condition. There also were
1 358 grain harvesters (with 75.9 percent in working order), 421 forage harvesters (with 73.2 percent
in working order) and 2 318 cultivators (with 84.1 percent in working order). Around 95 percent of
agricultural machinery has an expired term of use, which results in low functionality and productivity
along with high maintenance costs. However, the agricultural census of 2014 revealed different data.
According to the census (NSS, 2016a), the number of agricultural machinery and equipment in
working order is much smaller.

In addition, the census revealed an interesting tendency: More than 10 percent of the machinery and
equipment held by farmers is not used by them (see Table 17). However, farmers are actively renting
different agricultural machinery and equipment. For instance, there are 1315 farmers who during
the studied period did not use their milk-processing equipment while, at the same time, 764 farms
reported the rental of such equipment or the use of the services of milk processors.

Wheel tractors and trucks had the highest number unused units and are the highest in demand for
rent. A total of 109 422 wheel tractors and 126 417 trucks were rented, while 1 413 wheel tractors and
1 950 trucks were not used by their owners. Other agricultural machinery and equipment with non-
usage rates of higher than 15 percent are cultivators, caterpillar tractors, forage harvesters, tractor
sprayers, ploughs and combine harvesters. The reasons for this could be various, such as the working
condition of the owned equipment, the costs of using owned equipment vs. renting it for short-term
use, or the inability of operators to use their equipment, considering the migration processes that have
been active in the country.

It is also worth mentioning that women farmers have very limited access to machinery, considering
that 95 percent of vehicles are owned by men and that 100 percent of agricultural machinery operators
are men in the marzes, or regions (ACDI/VOCA, 2011).

% Article in Hetq online media on debts accumulated in Armavir region due to the low quality of wheat seeds “In the tracks of wheat ‘elite’ seeds. Why do
villagers feel cheated?” (in Armenian), available at: http://hetq.am/arm/news/81709/coreni-elitar-sermacui-hetqerov-gyuxacinern-inchu-en-irenc-
khabvats-zgum.html/



17. Availability of working-order agricultural machinery/equipment among farmers, along with their usage and demand

Name of agricultural machinery Number of Number of Non-usage rate Number of Number of farms
and equipment farms with own farms that farms that that rented
agricultural  used their own did not use agricultural

machinery/ agricultural theirown  machinery and

equipment machinery and agricultural equipment or

in working equipment machinery and paid for their

condition equipment service

(aterpillar tractors 2250 1864 17% 386 72369
Wheel tractors 7950 6537 18% 1413 109 422
Trucks 12235 10285 16% 1950 126 417
Combine harvesters 770 646 16% 124 78 506
Forage harvesters (all types) 206 172 17% 34 9559
Mowers (all types) 9536 8444 11% 1092 82928
Tractor trailers 3776 3215 15% 561 22893
Hay balers 2038 1767 13% 271 87218
Winnowing machines 185 163 12% 22 20 346
Seed drills 1404 1210 14% 194 73036
Ploughs 3098 2565 17% 533 98356
Cultivators 1931 1561 19% 370 59928
Tractor sprayers 1076 897 17% 179 50330
Milk processing equipment 14 807 13492 9% 1315 764
Refrigerating facilities for milk storage 322 279 13% 43 3N

NSS (2016A) AND OWN CALCULATIONS.

During the period covered by the census (1 August 2013 to 31 July 2014), around 910 000 units of
agricultural equipment and machinery were rented, which means that, on average, each farm rented
2.9 units of agricultural equipment during a year.

There are no fixed renting fees for agricultural machinery, and they usually vary across different
locations and mostly depend on the availability of the machinery - especially in the case of tractors,
combines and cultivators. Regardless of the fees, the availability of agricultural machinery significantly
affects the organization of optimal production, as very often there is not enough equipment to harvest
or plough all the fields in the required period, which translates into harvest losses. In addition, the
absence of competition among agricultural machinery owners means that the quality of work is lacking.

According to the census, there are still some family farms that use horses or other draft animals for
agricultural activities. The majority of these farms are in the Lori (2 100 farms) and Gegharkunik
(1 070 farms) regions. Unfortunately, no sex-disaggregated data is available.

So, in general, it can be stated that, on one hand, the existing quantity of agricultural machinery and
equipment is not sufficient to cover the needs of the farmers, and on the other hand, they are sometimes
owned by farmers who do not need them.
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In order to increase the availability of agricultural machinery in 2017, the Government of Armenia
adopted a decree on the establishment of agricultural machinery stations through public-private
cooperation. In addition, as was mentioned before, the Government is also subsidizing the interest
rates for most types of leased agricultural machinery and equipment. It is expected that smallholders
will benefit from the operation of the stations and the subsidized leasing, as given the small sizes of
their holdings, they will not need to invest in buying their own machinery.

After the collapse of the Soviet Union, the availability of post-harvest facilities and service providers
has drastically decreased. It is estimated that before the 1990s, there were over 50 cold storage facilities
with over 5 000 tons of capacity each (Asatryan and Aghajanyan, 2012). After independence, the
existing facilities were privatized and either were used mainly for the needs of their owners or stopped
their operations.

Nowadays, farmers’ access to post-harvest services, including cooling, sorting and storage facilities, is
inadequate. Farmers mostly rely on traditional storing techniques, such as basements, cellars or other
structures without temperature control mechanisms.

There is no data on operating cold storage facilities in Armenia today, as there is no state registration
mechanism in place. According to the census (NSS, 2016a) there are 2 302 cold storage facilities with a
total volume of 119 568 cubic metres.” The majority of cold storage facilities owned by family farms —
around 60 percent — are situated in the Ararat region. The capacity of cold storage facilities per family
farm in this region is 1.2 cubic metres, while in other regions this indicator is below 0.6. The availability
of cold storages is minimal in Syunik, Vayots Dzor, Tavush, Shirak and Lori regions; only 8 percent of
the total cold storages owned by family farms are in these regions. So, it can be stated that overall, cold
storage facilities are limited in number and capacity. Existing cold storage facilities either are owned
and used by individual farmers and farmer groups or are operated by export companies for their own
needs. The number of storage and cold storage facilities that rent space as a separate business is limited.

The inadequate number and restricted operation of cold storage facilities have unsurprising negative
impacts. According to FAO (2012b), about 30 percent of highly perishable fresh produce is lost due to
the non-continuous cold chain and post-harvest handling. The limited number of and access to cold
storage facilities are the main reasons for food loss during post-harvest handling, which is estimated to
be around 4 to 5 percent for cereals, fruits and vegetables (Urutyan, 2013b).

It is estimated that the prices of cold storage handling do not significantly increase the price of stored
products — only by 5 to 10 percent (Asatryan and Aghajanyan, 2012) — and thus farmers will readily use
the services of cold storage facilities if they are available, as off-season prices are much higher. At the
same time, it should be noted that during the past decade the quantity of cold storage facilities and the
quality of their services have significantly increased, thanks to the support of some rural development
programmes that established cold storages directly on the farms of producers and thus supported the
dissemination of the best practices of post-harvest handling and cold storing.

According to census data (NSS, 2016a), individual farmers own 86 346 units of storehouses and sheds,
with a total volume of 3.7 million cubic metres. Unfortunately, there is no data differentiation between
the capacities of storehouses and sheds and no sex-disaggregated data on their ownership is available.
Highest number of storehouses and sheds are in the Armavir region -23 518 facilities with total capacity

® Unfortunately, no capacity in tonnes is available, which makes it difficult to compare with production volumes.



of 855 225 cubic metres. The lowest availability of storehouses and sheds is in the Tavush region both
by capacity per farms and by number.

3.2.6 Education, research & development, and innovation
in the agricultural sector, specifically related to
smallholders

The first stage of formal education in Armenia is general education in compulsory primary and middle
schools, followed by high school, which in 2017 also became compulsory. During the 12 years of
general education, no agriculture-related subjects are taught at schools, including those in rural areas.
Moreover, the school curricula have very limited mentions of agricultural education, except those in
the context of natural sciences and technology (Bynum Boley and Hammett, 2013).

In vocational education, among others there are six agricultural colleges (middle vocational institutions)
located in different regions that provide education in 15 different specialities, such as veterinary, milk
technology and apiculture, agricultural mechanization, etc., as well as in specialties not directly related
to agriculture, such as management, accounting and finances. In addition to these six agricultural
colleges, there are several other vocational educational institutions, including middle and preliminary
vocational institutions,” that also have programmes of agricultural specialities (for the full list, see
Annex 6.2, Table A1.8). Due to amendments of the Armenian Law on Education (RANA, 1999) that
led to 12-year compulsory education, as of June 2017 students who are younger than 19 are entitled
to obtain preliminary (craftsmanship) and middle vocational education in public institutions, free of
charge.

The number of students in agricultural middle vocational educational institutions has varied
considerably over the years. According to the National Statistical Service (2016f, 2010), the lowest
number of students in these institutions during the period of 2005-2015 was 423, during the 2005/06
academic year. The highest number of students was 1337, during the 2012/13 academic year. In
preliminary vocational educational institutions, the lowest number of students in agriculture-related
specialties was 173, during the 2007/08 academic year, and the highest number of students was 601
during the 2009/10 academic year.

Rate of women involvement in these institutions is quite different — there are more women in middle
vocational educational institutions and less women in preliminary vocational institutions. As can be
seen from Table A1.7 in Annex 6.2, among the preliminary vocational institutions with agriculture-
related specialties, the most common speciality is technical support of agricultural activities, meaning
that graduates are trained to become operators of agricultural machinery. Not surprisingly, given the
stereotypical association of machines with men, the share of women involved in preliminary vocational
institutions at agricultural specialties is low — during 2015/16 academic year was around 5 percent. At
the same time, around 50 percent of agricultural students at middle vocational educational institutions
during 2015/16 were women (NSS, 2016¢).

%It should be noted that graduates of preliminary vocational educational institutions are obtaining the status of junior specialist, while the graduates of
middle vocational educational are obtaining the status of specialist.
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It should be mentioned that the conditions of most of the agricultural vocational institutions are
not suitable for effective work-based learning. Most of them have not been rehabilitated since the
Soviet times and lack functional laboratories and modern equipment. Another problem of vocational
education is that the curricula of agricultural vocational institutions are outdated and do not correspond
to the demands of the labour market.

To support capacity development of agricultural vocational education and training institutions,
different donor-funded programmes have been implemented since 2007. The major donor in this field
is the European Union through its state budget support mechanism, which is provided every three years
with preconditions for implementation. Recent support includes the EUR-15.2-million project “Better
Qualifications for Better Jobs (2017-2019),” which aims to assist Armenia in connecting vocational
education and employability with a special focus on employment in agriculture. In line with revising
the agricultural curricula of vocational educational institutions, a number of these institutions will
be refurbished and rehabilitated. Other donor-funded projects in this sector are implemented by the
United Nations Development Programme,* GIZ,** and the Strategic Development Agency NGO.*

The only institution in Armenia that provides higher education in the field of agriculture is the
Armenian National Agrarian University (ANAU), which was established in 1930. It has 45 chairs and
prepares narrow degree specialists in agronomy, crop selection and genetics, foodstuff technology and
certification, agricultural mechanization, veterinary and animal husbandry, land management, as well
as in the fields of agribusiness and marketing, agrarian policy and regional development, agrarian
production management and economics, and more. The university provides bachelor’s, master’s and
doctoral degrees, and in 2016 had around 10 000 students. Situated in the capital, Yerevan, ANAU has
branches in the northern (Lori region, town Vanadzor) and southern (Syunik region, town Sisian)
regions of Armenia, along with another branch in Shushi (unrecognised republic of Artsakh) and
two colleges in Yerevan and Gyumri. Unfortunately, ANAU reports do not contain sex-disaggregated
data, but based on data from the National Statistical Service, the share of women in higher educational
institutions is more than 40 percent for food goods and products technology, and more than 20 percent
in the agrifood sphere (NSS, 2016¢).

Both of the available agricultural colleges and ANAU are under the control of the Armenian Ministry
of Education and Science.

In line with the availability of institutions that provide vocational training and higher education in
agriculture, the quality of education provided by these institutions is not satisfactory. Besides financial
difficulties that hinder the updating of the facilities and equipment required for modern education,
there are also problems with the content of the education. Today’s educational system in Armenia,
despite numerous reforms implemented in the field, still bears the stamp of the communist educational
system (Urutyan et al., 2007). In the Soviet Union, the role of universities was to provide a theoretical

31 Details on UNDP’s work related to vocational education in Armenia are available at: http://www.am.undp.org/content/armenia/en/home/operations/
projects/poverty_reduction/vocational-education-and-training.html

3 In the framework of its “Private sector development in South Caucasus” project, in Armenia GIZ works on the development of the VET sector for increasing the
role of the social partnership for modernizing the education projects in winemaking, tourism and engineering. More details are available at:

3 SDA is a local non-governmental organization. In 2017, it started the implementation of “VET development in Syunik marz” project funded by HEKS/
EPER (Switzerland). In the framework of the project, curricula and educational materials for the specialities of Veterinary and Milk Technology have been
developed. More details are available at:



background and educate good citizens, who upon completion of their studies would receive job
appointments in which the true development of their skills would take place and where employees
would obtain the practical knowledge required for their positions.

After the introduction of the market economy, the educational institutions didn’t manage to adapt
to the new situation. Today, the main problem of agricultural education in Armenia is a mismatch
between the quality and quantity of graduates and the needs and employment opportunities generated
by the agricultural sector. Dominated by smallholders and family farms, the agricultural sector simply
can’'t absorb all of the individuals graduating from agricultural institutions, yet at the same time, the
graduates are not equipped with practical knowledge and skills required by the sector. This results in a
situation in which a great majority of graduates do not work in their speciality area. Furthermore, there
is a significant lack of interest and motivation among students and their families (including because of
the low level of wages) to study for pure agricultural professions such as veterinarian, cattle breeding
specialist, plant geneticist, etc. For example, during 2014-2016, between 49 percent and 66 percent of
bachelor’s students at ANAU were studying in the departments of economics and agribusiness (ANAU,
2014, ANAU 2015).

Sadly, in many cases studying in the agricultural university or colleges is a last resort, as these are not
considered prestigious institutions, even among rural youth.

Another important component of education is the academic staft of the institutions. In Armenia, this is
problematic, since there is a huge lack of motivation among people to work in educational institutions.
Because of low salaries and unattractive working conditions, young professionals hesitate to take
teaching careers. The implication is that academic staff at ANAU and the agricultural colleges are aging.
For instance, the average age of lecturers at ANAU is 52, with around 28 percent of them being older
than 63. At the same time, not many members of the academic staft are involved in applied research
work, instead mostly focused on teaching theory. The usage of modern teaching tools is lacking, which
consequently affects the quality of learning.

According to arecent statement from the Agricultural Alliance of Armenia (2017), there is an increasing
gap between the quality of provided agricultural education in Armenia and the existing demand by the
economy of the country. There is a significant demand for high-quality agriculture-related specialities,
but because of the supply of low-quality graduates from agricultural educational institutions, this
demand is fulfilled by invited international experts.

Educational programmes are not in line with the specifications and skills that are valued by the
employers. The content of educational programmes and materials, as well as teaching methods, do
not correspond to modern educational practices and are more directed towards the provision of
information and theory. Innovation, creativity and critical thinking are not encouraged, and students
are not involved in analytical work. Students are graded based on technical criteria and not by the level
of change or improvement in their skills, knowledge and competences (Agricultural Alliance, 2017).

So, because of the above-mentioned deficiencies, formal education does not provide enough support
to smallholders. At the same time, agriculture and rural development projects from international
organizations are important sources of practical, non-formal education and technology transfer
for Armenian smallholders. During the past 20 years, there have been several comprehensive
agriculture support projects in Armenia, with almost all of them including components of knowledge
dissemination and new technology introduction. Among them, the biggest ones were the United
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States Department of Agriculture’s “Marketing Assistance Project” (1996-2005) and the Millennium
Challenge Corporation’s “Millennium Challenge Account - Armenia” programme (2006-2011). Other
organizations that provide capacity building and skills-development trainings in rural areas are the
Centre for Agribusiness and Rural Development, International Center for Agribusiness Research and
Education, the United Nations Development Programme, Oxfam, World Vision, the United Methodist

Committee on Relief, Green Lane, and more.

The interventions of the development projects are very important for the smallholders, as through this
type of project they get access to the best available practices and know-how in their field of activity.
Usually due to this kind of project, as well as through the work of MASCs, a link between local research
and scientific institutions and smallholders is created. However, this link functions for the exchange
of information and practice and does not initiate research that is directed towards the provision of
solutions to large-scale problems.

While discussing agricultural education in Armenia, we should note the work of the International
Center for Agribusiness Research and Education (ICARE), with its Agribusiness Teaching Center
(ATC) and EVN Wine Academy. ATC started in 2000, and currently it offers undergraduate and
master’s programmes based on curricula from Texas A&M University in the United States of America.
EVN Wine Academy was established in 2014 to offer short courses for wine enthusiasts, as well as a
professional 18-month certificate program in oenology and wine business provided jointly by ICARE
and Geisenheim University in Germany. ATC and EVN graduates are highly competitive in the growing
regional agribusiness sector and do not have employment difficulties.

There are a number of scientific centres and research institutions functioning under the administration
of the Ministry of Agriculture, including the “Scientific Centre of Vegetable, Melon and Industrial
Crops” state non-commercial organization (SNCO), the “Agriculture Scientific Centre” SNCO, the
“Gyumri Selection Station” closed joint-stock company (CJSC), the “Experimental Station of Industrial
Crops” SCJSC, and the “Food Safety Risk Assessment and Analysis Scientific Centre” SNCO. These
centres have long histories and traditions, and nowadays they function as state-supported SNCOs or
state CSJCs. The overall mission of the centres is to conduct research aimed at the improvement of
plant varieties and livestock breeds, as well as to develop plants and varieties with new and improved
features and to provide professional support and consultancy to the farmers for using the products
they’ve developed.

Three scientific centres - the Scientific Centre of Agro-biotechnology; the Scientific Centre of
Viticulture, Fruit Growing and Wine Making; and the Scientific Centre of Soil Science, Melioration
and Agro-chemistry named after H. Petrosyan — used to be managed by the Ministry of Agriculture,
and in 2012 were transferred to ANAU, where they have branch status. Other institutions involved
in agricultural research are the Scientific Centre of Zoology and Hydro-ecology, the Institute of
Hydroponics Problems after G.S. Davtyan, and the “Arm-biotechnology” Scientific and Production
Centre. These institutions function under the Armenian National Academy of Sciences.

It should be noted that, in general, the research and development expenditures in Armenia are quite
low, and the organizations involved are often too underfinanced to be able to expand their research.
For instance, in 2014, research and development expenditures were only 0.24 percent (UNESCO, 2018)
of the gross domestic product. Moreover, in the 2017 state budget, the share of public funds allocated
to agriculture-related research or scientific institutions was only 6.6 percent of the total expenditure
on science (own calculations from the Armenian state budget, Tables 22-2 and 22-3). This number is



extremely low, taking into account that during the past 15 to 20 years, agriculture has provided about
20 percent of the national gross domestic product, on average.

The data from the National Statistical Service, which includes not only public expenses on research but
also expenses covered from all kind of resources, such as own resources, client resources or foreign
resources, indicates similar results. The expenditures for agricultural research during the past ten years
were never more than 4 percent of all funds used for research (see Table 18).

18. Gross expenditures on research and agricultural research in Armenia, 2005-2015

Years Gross expenses on research works, Gross expenses on agricultural Share of agricultural science in

millions AMD sciences, millions AMD  gross expenses on research works
2005 5777.9 1573 2.7%
2006 6390.1 1713 2.7%
2007 6647.2 137.3 2.1%
2008 8006.5 214.9 2.7%
2009 9140.1 338.9 3.7%
2010 8352.6 2272 2.7%
2011 9780.4 163.7 1.7%
2012 10176.9 164.5 1.6%
2013 101209 66.0 0.7%
2014 11661.7 80.3 0.7%
2015 12609.9 149.6 1.2%

ARMSTATBANK DATABASE.

The research topics financed by the budget are very different, and at this point it is not clear whether
they are based on farmers’ needs or are solely in the interests of researchers. Most of the funds allocated
to agriculture-related research or scientific institutions were under the budget line “Maintenance and
development of scientific and scientific-technical infrastructure,” and only 12 percent was for targeted
research work.

At the same time, the United Nations Economic Commission for Europe (UNECE, 2014) report* on
“Innovation Performance Review of Armenia” suggests that there are considerable mismatches in
supply and demand for research and development in Armenia, where demand, on average, is higher
than supply, and “the economy is experiencing ‘supply deficit’ in terms of R&D.** According to the
Global Competitiveness Report 2016-17, Armenia ranks 100th among 138 countries on the quality of
scientific research institutions.

Hence, it can be stated that although there is a need for research and development works, this sector
is weakly linked to the needs of the national economy and, in general, the research and development
market in Armenia is not well-developed. Because of difficulties with information flow, it is difficult
for farmers, especially smallholders and research-and-development institutions to “find” each other.
When it comes to matching interests and needs, research financing is usually an obstacle.

% Note that the report discusses the general state in Armenia, not only in agriculture.
3% UNECE. 2014. Innovation Performance Review of Armenia. Page 47.
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3.3 Environmental and nature
development/climate change

Armenia is the most mountainous and the smallest of the South Caucasian republics, covering a total
area of about 29 800 square kilometres. Over 76 percent of its territory is located between 1 000 m and
2 500 m above sea level, with an average altitude of 1 800 m. Despite the country’s small size, its relief
is complex and fragmented, with a variety of natural and climatic conditions* that correspondingly
lead to diverse agro-economic natural zones (Tumanyan, 2006), ranging from semi-desert to alpine.

In general, the climate is rather dry, with annual average precipitations of 592 mm. Average air
temperature varies from -8 °C in high mountainous regions (2 500 m above sea level and higher) to
12-14 °C in low valleys. Armenia is characterized by a high number of sunshine hours - from 2 000 to
2 800 hours annually, on average, depending on the site — and with an average irradiation of 1 750 kWh
per square metre (Sargsyan, 2009). The sunshine duration has supported the significant development
and advancement of greenhouse farms during the past decade. As of July 2016, there were 1 221 ha of
greenhouses, mainly in the Kotayk, Ararat and Armavir regions. Greenhouses vary by size and mainly
specialize in vegetable and flower production. The largest greenhouses mostly belong to commercial
farms (1.02 ha on average), yet 98 percent of all greenhouse areas in Armenia are managed by family
farms.

The country’s river network is fairly dense, with around 9 500 small- and middle-sized rivers, of which
215 are longer than 10 km. Though the total length of rivers is around 13 000 km, the majority of rivers
do not have permanent flow and dry up in summertime.

The river network varies significantly across different locations (0-2.5 km/km?). The average annual
flow of surface waters totals 6.8 billion cubic meters, while ground water resources are estimated about
4.0 billion cubic meters. In 2013, the total intake from water sources amounted to 2.955 million cubic
meters, of which 2.081 million cubic meters was actually used. Around 88 percent of the water was
used for irrigation, fisheries and forestry, with 8 percent for manufacturing and 4 percent for drinking
and domestic needs.

As of January 2017, the drinking water supply in most of the country* is organized by a utility company
owned by Veolia Group, with a unified flat price of AMD 180 (roughly USD 0.37) per cubic meter.
Irrigation is organized either by the water users associations, which cover around 95 percent of the
irrigated land (The World Bank, 2013) and set their own water prices,*® or by the community itself
(and, in this case, it is usually free of charge). Some farmers own their own wells, and in this case, they

Almost all types of climatic patterns can be observed in Armenia. The country’s climate ranges from arid subtropical to cold, high mountainous.

" In some communities (560 villages, as of 2011) the water supply is managed by Community Water Supply Services. (ADB, 2011, “Armenia Water Supply and
Sanitation”)

% The costs of irrigation water delivered by different WUAs is different, but the farmers all over Armenia who use WUA services pay the same rate, which is

defined by the Republic of Armenia Public Service Regulatory Commission. Currently, the rates are AMD 11.52 per cubic meter for irrigation water delivered

through a pump station and AMD 1.01 for water delivered through a gravity system. To be able to cover their costs, WUAs receive subsidies from the

Government of Armenia.



pay only for electricity. Here, it should be noted that as of June 2015, in total 208 200 ha are under
irrigation, yet at the same time, according to the National Statistical Service only 48.7 percent of the
cultivated land of family farms was more than 75-percent irrigated in 2015 (NSS, 2016e). Under the
Soviet Union, the area of fully irrigated lands was around 273 400 hectares.*

According to the Land Balance of Armenia as of 2015, forest lands comprise 11.2 percent of the total
territory (334 200 hectares, of which 289 300 hectares (86.6 percent) is covered by forests), while in
2005 they were 13.4 percent.” During the 1990s, due to the energy crisis, forests served as an energy
source for the local population, and massive illegal logging was practised throughout the country.
According to Ministry of Nature Protection, from 1992 to 1999 around 6 million cubic meters of forest
was logged. Nowadays, illegal forest logging is insignificant, and the only significant risks for the forest
ecosystem in Armenia are represented by mining*' and forest fires.

The forests of Armenia are rich in wild fruits, berries and edible greens, and people are allowed to
collect all available non-timber forest resources for their own consumption, free of charge, based on
forest-usage cards. Thus, nowadays, in line with their being recreational zones, forests also serve as
sources of food and additional income for villagers living in nearby communities.

Forests are distributed unevenly throughout the country, with main concentrations in the north and
south. The state owns 99 percent of the forests, yet individuals have the right to establish and own their
own forests.

Armenia does not possess fuel resources, and it satisfies its demand for fuel through imports. Its own
primary energy resources are hydro and nuclear energy, which cover around 36 percent of the country’s
total energy consumption. Over 50 percent of the total energy consumed in Armenia comes from
natural gas, which is mostly imported from the Russian Federation, with around 15 percent coming
from the Islamic Republic of Iran.

Electrical energy is produced in thermal, hydro and nuclear power plants. As of 2017, the rate was set
at AMD 44.98 per kWh (USD 0.09), with a night rate of AMD 34.98 (USD 0.07), for households that
use electricity of lower than 0.38 kW voltage.

As of 2010, the level of gasification was more than 96 percent. As of January 2017, the price of gas has
decreased by around 5 percent, lowering the rate for 10 cubic meters of gas to AMD 139 (USD 0.29) for
households consuming less than 10 000 cubic metres per month. Lower rates are set for gas consumed
by greenhouses and by canneries, beverage and dairy processing entities.*

Currently for heating purposes, in urban areas mainly appliances based on natural gas and electricity
are used. Yet because of high prices for electricity and gas, many rural households prefer biomass
(mainly manure-based) consumption for heating purposes.

% Analytical article on the website of the Armenian Ecological Front, available at:

A 2004 report by OSCE states that the coverage of forests in Armenia decreased from 13 percent in the 1990s to around 8 percent at the time of the
development of this report (OSCE, UNDP, 2004)

" For more information on the conflict of mining and environment in Armenia, please see the report of the Armenian Environmental Network on Teghut forest
and Copper mine, available at: . as well as the website
of the Environmental Justice Atlas, available at: , on Amulsar gold mine.

2 From T November to 31 March, the rate for consumed gas for greenhouses is calculated by multiplying the AMD/USD exchange rate by 212.
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According to the Ministry of Nature Protection (2015), the territory of Armenia is characterized by
high seismic activity and intensive exogenous processes, which contribute to occurrences of landslides
and erosion. In addition, almost 80 percent of the land in Armenia shows notable desertification
features and has suffered various levels of degradation as a result of irrational use.

According to the same source, because of natural factors and as a result of some anthropogenic factors,
erosion is present in almost all types of lands in Armenia. Some of these anthropogenic factors are
absence of systematic cultivation and crop rotation and logging of forests and shelterbelts. A decline in
the stock of organic carbon (humus) has been recorded in all soils except in the mountain grasslands.

Here, it should be noted that the small sizes of the plots owned by family farms trigger this process,
as land is usually not left fallow to rest and recover. As a consequence, soil structure is worsened and
fertility is reduced. In addition, because of the disproportional distribution of land among communities
and regions, in some communities, due to a lack of land available for cultivation, smallholders are
cultivating steep slopes and lands with cut relief and that are at risk of flooding. This leads to increased
land degradation and intensification of soil landslide events.

Another issue in Armenia is soil salinization, which is particularly worrisome in the Ararat valley.
During the Soviet era, around 5 400 hectares of saline soils were ameliorated, but nowadays, due to the
high costs of drainage system maintenance, the salinization of the soil in Ararat valley is a serious issue.
According to national reports, there are about 30 000 hectares of salinized soils in Armavir and Ararat
regions (REC-Caucasus, 2016).

The issue is more worrisome if we take into account that the majority of the gross agricultural output
(around 13 percent) is produced in Ararat valley, which is one of the most arid regions in the country,
with an annual precipitation of 200 mm to 250 mm.*

Because of climate change, problems related to land quality, water availability and the occurrence of
natural disasters will continue to worsen. In recent decades, climate change has significantly increased
the frequency and magnitude (intensity) of hazardous hydro-meteorological phenomena in Armenia.
Almost every year, Armenia is affected by adverse weather phenomena such as drought, hail, early
frost, spring floods and landslides. According to Ministry of Nature Protection estimates, the damage
from extreme weather events amounted to AMD 72.71 billion (about USD 177 million**) during 2009-
2013. According to the Third National Communication to the United Nations Framework Convention
on Climate Change (UNFCCC) (MNP, 2015), different regions in Armenia will suffer from different
events and with different intensity. The likelihood of occurrence of droughts, frosts and hail are the
biggest in the Ararat, Kotayk and Vayots Dzor regions (see Table 19).

“ The average precipitation during summer does not exceed 32—-36 mm.
“ The average exchange rate of the Central Bank of Armenia for 2013.



19. Vulnerability of regions in Armenia to extreme weather events

Marz (region) Riskiness (events per square meter) Hazardous hydro-meteorological phenomena
Shirak 1.5-3  Drought, flooding, hail, snowstorm, fog, strong wind
Lori < 1.5 Flooding, hail, snow avalanche, fog

Tavush 1.5-3  Flooding, hail, fog

Aragatsotn 1.5-3  Drought, flooding, frost, snowstorm, avalanche, hail
Kotayk 3> Drought, flooding, frost, snowstorm, strong wind, fog, hail
Gegharkunik < 1.5 Drought, avalanche, hail, snowstorm, strong wind, fog
Armavir 3> Drought, frost, hail

Ararat 1.5-3  Drought, flooding, frost, hail, fog

Vayots Dzor 3> Drought, flooding, hail, frost, snowstorm, avalanche
Syunik < 1.5 Drought, flooding, frost, snowstorm, fog

MNP, 2015

At the same time, it should be noted that preventive and mitigation measures against climatic shocks
are uncommon and not widespread, and their accessibility to the average farmer seems unrealistic.
Thus, agriculture as a whole - and small family farms in particular, as they are more likely to be poor
and less resilient to challenges — will be highly sensitive to climate change.

Already, significant increases in temperature are being recorded. The annual average temperature in
the periods of 1935-1996, 1935-2007, and 1935-2014 has significantly increased - 0.4 °C, 0.85 °C, and
1.1 °C, respectively (MNP, 2015). A downward tendency of precipitation also has been observed: The
annual average precipitation has decreased by 6 percent for the period of 1935-1996 and by about 10
percent for the period of 1935-2012.

The impact of climate change in Armenia will persist in the form of increased temperature, reduced
precipitation, and increased frequency and intensity of extreme weather events, and these negative
effects will impact crop production, animal husbandry and forestry.

The National Communication of the Republic of Armenia to the UNFCCC forecasts the following
major negative consequences for agriculture in Armenia as a result of climate change:

upward shift in agro-climatic zones;

reduced crop yield;

reduction of fertility and deterioration of agricultural land;

increased negative impact of extreme weather events;

expansion of irrigated lands and the need for additional irrigation water; and
more intensive degradation of land, including natural grazing land.

It is expected that these consequences will reduce the head of the livestock by 30 percent and dairy
cattle production by 28-33 percent, and that it will result in a decrease in the overall productivity of
plant cultivation by 8-14 percent (9-13 percent for cereals, 7-14 percent for vegetables, 8-10 percent
for potatoes and 5-8 percent for fruits).
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I 3.4 Rural areas: population and economy

DEMOGRAPHIC TRENDS IN RURAL ARMENIA

Since independence in 1991, the population of Armenia has recorded a significant decline. From 3.5
million in 1990, the population steadily dropped until reaching 2.9 million in 2016. Rural population
numbers during the same period recorded substantial fluctuations, ranging from 1.08 million in 1994
up to 1.15 million in 2001, followed by a somewhat steady decline to 1.09 million in 2016. In 2016,
women were 50.5 percent of the rural population and 56.2 percent of the urban population. According
to recent demographic data from the National Statistical Service, the population of Armenia is aging
(NSS, 2016¢), with more than 13 percent of people 60 years old or older (see Figure 11).

Given the decline in the overall population, the share of rural population was increasing, reaching 36.4
percent in 2016, up from 31.2 percent in 1990. However, no major shift in the share of rural population
was recorded during 2005-2016; the numbers show a steady growth of 0.1 percentage points annually
to 2011 and, starting in 2014, an annual decline of 0.1 percentage points.

Changes in population numbers are related both to migration, due to economic hardships after
independence, and to the declining rate of natural growth of the population. Until 2012, the natural
growth rate was always higher for the rural population than for the urban, while since 2012 the natural
growth rate of the urban population has been higher.

Figure 11. Rural population trends, 2005-2016
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SOURCE: ARMSTATBANK DATABASE.
The age distribution of the rural population by region, as of January 2015, is presented in Table 20. The

majority of the rural population, around 59 percent, live in four regions: Ararat, Armavir, Gegharkunik
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and Kotayk. At the same time, the most densely populated regions are again Armavir (215 persons per
square km), Ararat (124) and Kotayk (122).

The age dependency ratio for Armenia at the beginning of 2016 was 48.3 percent, with 49.9 percent
among the rural population and 44.9 percent among the urban population.” However, there are
significant differences in the age dependency ratio of the urban population by region. The ratio is
significantly higher for rural areas in the Tavush (55 percent), Lori (52 percent) and Syunik (50 percent)
regions. This means that in these regions there is more pressure on the working-age population. It
should be noted that the share of people 15 years old and younger is around 20 percent of the rural
population in all regions, while the share of the population who are 63 years old and older is greater —
around 14-16 percent in the mentioned regions, compared to 9-11 percent in all other regions.

20. Age structure in rural Armenia (de jure), as of January 2015

Age Total  Age dependency
0-15 15-34 35-44 45-54 55-62 63+ (%)
Aragatsotn 20966 35110 11844 14567 8620 10329 101436 45
Ararat 37203 64034 21386 25818 18003 19682 186126 44
Armavir 36055 64317 21712 26404 16 564 16955 182007 4
Gegharkunik 33807 58084 19670 23007 13103 15123 162794 43
Lori 19111 30045 10061 13089 8619 12764 93689 52
Kotayk 23502 39893 13531 16688 10951 11960 116525 44
Shirak 21301 36222 11441 15216 8860 9844 102884 43
Syunik 8992 14824 5635 6109 389% 6312 45766 50
Vayots Dzor 6138 11275 3456 4881 3167 4399 33316 46
Tavush 14519 22358 8 667 9434 6738 11425 73141 55
Total rural population 221594 376162 127403 155213 98519 118793 1097684
% of total rural 20 34 12 14 9 N 45
NSS (2015B)

In 2015, life expectancy was recorded as lower in rural areas than in urban (NSS, 2016d), but it should
be noted that this is a new trend. From 1989 to 2008, life expectancy in urban areas was lower than or
equal to that in urban areas.

MIGRATION AND ITS IMPACT ON FAMILY FARMS

According to the United Nations, as of 2015, 937 000 people born in Armenia lived abroad.* Around
700 000 of these migrations took place between 1988 and 1994, when migration was a survival strategy
as a result of a devastating earthquake, war, and political and economic shocks (RAU, 2013). In later
years, migration processes become more stabilized, involving mostly work-related migration, with

% According to Republic of Armenia legislation, retirement age starts at 63. So, here, the demographic dependency ratio is calculated using the sum of the
population aged between 0 and 14 and 63 and older, divided by the working-age population (ages 15 to 62).
% Population division of the United Nations Department of Economic and Social Affairs, International Migrant Stock database, 2015



Development trends and the current state of smallholders and family farms in Armenia R

out-migration of working-age men. This trend continues into the present, with a higher number of
seasonal work migrants being from rural areas. For the periods 2007-2013 and 2012-2015, the average
annual net migration from rural areas was correspondingly -15 000 and -18 600 people (RAU, 2015).

Given the high number of work migrants, the volume of remittances is significant in the national
economy. According to the World Bank, remittances were around 14.2 percent of the gross domestic
product in 2015 (see Figure 12). At the same time, according to the Central Bank of Armenia, during
the period of 2005-2015, on average, the net inflow of money transfers received by individuals through
commercial banks was around USD 950 million (CBA, 2017a). Unfortunately, there is no differentiation
of how much of the remittances go to the agricultural sector. However, according to data gathered in an
International Organization for Migration survey from 2014, 65.6 percent of all rural households that
have had migrants after 2007 or during the survey have received financial support from the migrant
members of their households. According to the same report database, 7.9 percent of the total surveyed
households at the time of the survey have had members that were on a migration trip abroad for more
than three months. Of that number, 47.7 percent were from rural households (IOM, 2014).

Figure 12. Remittances and net monetary transfers, 2005-2015
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Among the most common reasons for leaving are the possibility of higher earnings, the chance to earn
money for households, unemployment, and uncertainty of the future (RAU, 2013, 2015). However, it
should be noted that besides the economic reasons, there can also be a tradition of leaving for work. As
the International Labour Organization (2010) report highlights, “in some villages from which many
men have been continuously leaving to work abroad over a long period of time, labour migration has
become a traditional way of providing for families, and many young men from these villages do not

make serious efforts to find a job in Armenia; they just leave to work abroad, as their fathers or uncles
did before them.”

According to the National Statistical Service (2015f) Integrated Living Condition Survey findings,
the average annual estimated number of household members older than 15 who, during the period of
2012-2015, were involved in migration processes for three months and more and had not returned as



of 2015, is around 22 000. Differentiated data on rural vs. urban migration is not available.

During 2012-2015, 11.0 percent of these migrants were involved in internal migration (Yerevan/
other regions); 10.5 percent were in Artsakh, and 78.5 percent migrated to other countries, with the
overwhelming majority (89.3 percent) migrating to the Russian Federation (NSS, 2016h). At the
same time, it should be noted that, according to a 2015 study on migration (RAU, 2015), the financial
effects of migration are short-term, and, in most cases, the money earned by migrant workers is not
sufficient for providing solutions to the core problems of the households. Thus, families have become
continuously dependent on migration possibilities.

As was mentioned, it is mostly men who are involved in migration, and this triggers a change in
gender roles as women take on additional roles and responsibilities, especially in rural communities.
Seasonal work migration usually coincides with the period of agricultural work, so women remain
responsible not only for the household and family but also for the whole agricultural production and
sales. In addition, the migration of men can also bring additional risks for women. These can be the
worsen financial situation of the family, because of the unsuccessful work arrangements of migrants,
the possibility that men will form a new family and won’t come back and will not continue to support
family left at home, as well as the higher probability of obtaining sexually transmitted diseases (BSC,
2014, FAO, 2017b).

RURAL LABOUR MARKET

While discussing age and demographics in rural Armenia, it is also interesting to see the economic
activity indicator of the rural population. According to Population Census 2011 (NSS, 2016h),
the economic activity rate and employment rate are higher in rural areas, while unemployment is
traditionally lower. At the same time, economic activity and employment rates are higher for men
living in rural areas than for women - 71.7 percent vs. 60 percent — for all age groups except for the
group of people between 15 and 19 years old, meaning that girls are getting involved in work earlier.

According to the Women and Men of Armenia publication (NSS, 2016c), in 2015, 54 percent of those
involved in agriculture were women, and at the same time, 40 percent of employed women and 31
percent of employed men worked in agriculture.

It should be noted that in rural areas, informal employment widely prevails, making up 75 percent of
total employment*” (NSS, 2016d). The rate of informal employment in agriculture is almost universal, at
around 99 percentin 2015. A great majority (68 percent*®) of the employed rural population are involved
in agriculture. The other sectors of employment in rural areas are processing, public institutions, trade
and, in some cases, agritourism. Only 32 percent of employed rural people are engaged in jobs outside
of agriculture, and 16 percent of those are involved in the public sector.

However, it should be noted that in rural communities, the share of household income from
agriculture-related sources is continuously decreasing. In 2015, it was 25.6 percent of the gross (per
capita) household income, on average, as compared to 38.8 percent in 2008 (NSS, 2016e). The share of
consumption of own-food production has decreased to a greater extent, from 21.2 percent in 2008 to

7 Total employment involves both primary and secondary (additional) jobs.
8 From the clarification of NSS received on 13 February 2018 as a reply to official information request.
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11.6 percent in 2015. At the same time, the shares of paid work and self-employment have increased.
On one hand, this trend indicates a strengthened market orientation and higher purchasing power
of rural households, and on the other hand, it signals a tendency among rural residents to leave own
agricultural activities and shift to paid work, either agricultural or non-agricultural.

The greatest income source in 2015 was paid work (37.6 percent), followed by public transfers (16.8
percent), such as pensions and social assistance payments. The high share of public transfers can be
attributed to the aging population of the countryside.* At the same time, farm income remains the
key source of income for households in the first quintile in rural areas, followed by social transfers (39
percent and 23 percent in 2015, respectively). The study of income sources by consumption quintiles
shows that the lower quintiles of the rural population derive a smaller portion of their income from
paid work and a higher portion of their income from the farm. This highlights the importance of
agriculture for poor rural households (small family farms) (NSS, 2016e).

The share of remittances from relatives abroad increased from 6.6 percent in 2008 to 7.7 percent in
2015 (see Table 21). The average monthly per capita nominal income in rural households from each
source is presented in Annex 6.2, Table A1.9.

21. Sources of household income in rural communities, 2008-2015, percent

2008 2009 2010 2011 2012 2013 2014 2015

Wage earnings 29.6 26.5 29.1 27 29.3 27.9 324 37.6
Self-employment 4.1 3.2 4 3.9 3.1 49 6.1 7.3
Agriculture related, including: 38.8 35.6 294 324 30.8 30.9 28.5 25.6
Sales of agricultural products and livestock 17.6 16.8 104 14.8 15.4 15.3 14.8 14
Consumption of own production food 21.2 18.8 19 17.6 15.4 15.6 13.7 11.6
Income on property 0 0.1 0 0 0 0.2 0.1 0
Public pensions and benefits 17.3 20.7 20 19.3 17.6 16.4 16.2 16.8
Transfers, including: 73 7.1 9.3 1.1 10.2 1.1 9.8 7.9
From relatives residing in Armenia 0.7 0.6 0.6 0.5 0.4 0.4 0.3 0.2
Remittances 6.6 6.5 8.7 10.6 9.8 10.7 9.6 7.7
Other income 2.1 6.2 1.7 58 85 8 6.4 45
Non-food products and services free of charge 0.8 0.6 0.5 0.5 0.5 0.6 0.5 0.3
Total income 100 100 100 100 100 100 100 100

NSS (2016E) AND THE SAME PUBLICATION FOR THE PERIOD OF 2009 T0 2015.

Men involved in agriculture, whether formally or informally, work more hours than women (NSS,
2016d): 44 hours for women and 46 hours for men in formal employment, and 23 hours for women
and 30 hours for men in informal employment (NSS, 2016¢). Women work mostly as unpaid family
workers and combine that with unpaid domestic and care work. Every day of the week, rural women
spend 6 hours and 6 minutes on unpaid and domestic care work, compared to 2 hours and 37 minutes
spent by men (NSS, 2016c¢).

“ As of January 2015, 11 percent of the rural population were older than 63.



According to 2015 data, agriculture is the only sector in Armenia in which women are paid close
to what men are paid. In 2015, on average, women in Armenia received only 66.5 percent of men’s
earnings, but in agriculture, on average, women receive 94.9 percent of men’s nominal wages.

There is a division of roles between men and women involved in agriculture. Considering that 54
percent of all those working in agriculture are women, the involvement of women is quite significant,
especially on family farms. The role of women in Armenian agriculture is especially significant in the
daily care of plants and animals, the milking of animals and the processing of agricultural products,
whereas men play important roles in the transportation of products, accessing markets, negotiating
prices, and in activities related to the treatment of plants and animals. Women are responsible only
for small sales, involving low volumes. Harvesting and seeding works usually involve the whole family
(BSC, 2013).

In summation, men tend to be present in tasks that are capital-intensive or that require physical
strength, technical knowledge and skills, mobility, the use of machinery, and access to providers,
markets and large income. Women, on the other hand, are mostly involved in labour-intensive work
(FAO, 2017b). Because men are socially perceived as managers of the farm and women are regarded
as family helpers and housekeepers, women have limited access to information, advisory services,
knowledge, and innovation, which directly affects women’s economic opportunities. (FAO, 2017b)

Forty percent of rural youth - those between 15 and 29 years old, according to the National Statistical
Service (2016d) definition - are employed, compared to 33 percent of urban youth. The highest share
of employment is recorded in the 25-29 age group (56.2 percent), followed by 41.7 percent among
those between 20 and 24 years old, and 20 percent among those between 15 and 19 years old. In 2015,
the primary sector of the economy in which rural youth were involved was agriculture, at 55 percent.
That was followed by services (33 percent), industry (7 percent) and construction (5 percent) (NSS,
2016d). Unfortunately, no gender-disaggregated data on rural youth is available.

Unemployment among rural youth (16.8 percent in 2015) is lower than among urban youth (36.0
percentin 2015). At the same time, long-term youth unemployment is more persistent in rural areas. In
2015, 33.8 percent of youth were unemployed for more than two years, while in urban areas that figure
was only 18.1 percent. At the same time, 46 percent of unemployed rural youth have had vocational
or higher education. Thus, the problem of low availability of non-agricultural jobs in rural areas, on
one hand, and the presence of quality education that will be able to educate the skilled labour force
demanded in the market, on the other hand, negatively impact rural youth and their opportunities of
obtaining jobs according to their qualifications.

RURAL POVERTY

Poverty in Armenia is a major issue. While there has been significant improvement in the poverty rate
since 2005, when it was at 40.1 percent, it is still a serious concern, as almost one-third of the total
population (29.8 percent) are poor, as of 2015. According to the National Statistical Service, the poor
are defined as those whose consumption per adult equivalent is below the upper national poverty
line, and the very poor are defined as those whose consumption per adult equivalent is below the
lower national poverty line. The extremely poor, or the undernourished, are defined as those whose
consumption per adult equivalent is below the food (extreme) poverty line. In 2015, the upper poverty
line was AMD 41 698, or USD 87.2 per month (NSS, 2016e).
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The poverty rate in rural areas in 2015 was 30.4 percent, of which 10.3 percentage points were very poor
and 1.7 percentage points were extremely poor. 38.5 percent of the poor population of Armenia were
residing in rural communities (see Table 22). Unfortunately, there is no gender-disaggregated data on
poverty in rural areas, but it should be noted that, on average, there are no significant differences in
the rate of poverty among women and men (29.5 percent vs. 30.1 percent, respectively, in 2015) (NSS,
2016e).

At the same time, it should be noted that woman-headed households are more likely to be poor than
man-headed households (32.1 percent vs. 28.9 percent in 2015), and within woman-households,
those with children younger than 6 are exposed to a higher risk of poverty compared to the national
average (NSS, 2016e). This is inter alia, a reflection of the limited economic opportunities for women
in comparison with those for men.

22. Basic poverty indicators of Armenia, 2008 and 2015, %

2008 2015

Extremely Very poor Poor Extremely Very poor Poor % in p?or Poverty Povel:ty

poor poor population gap  severity

Urban 1.9 13 27.6 2.2 10.4 29.4 61.5 47 13
Yerevan 1.1 8.1 20.1 2 83 25 27.4 3.9 1.1
Other urban 2.8 18.2 35.8 24 12.8 344 34.1 55 1.5
Rural 1.2 11.9 21.5 1.7 103 30.4 385 49 1.3
Total 1.6 12.6 27.6 2 10.4 29.8 100 4.7 13

BECAUSE OF METHODOLOGICAL IMPROVEMENT THAT TOOK PLACE IN 2009, NO EQUIVALENT DATA IS AVAILABLE FOR 2005 RURAL/URBAN RATES OF POVERTY.
NSS (2016E).

According to the National Statistical Service (NSS, 2016e) the poverty rate is higher among households
that are deprived of land or own only a small piece of land, have limited access to irrigation, lack or
have very limited access to agricultural machinery or production capacities, and have limited sources
of financing. In 2015, the highest poverty rate was recorded among the rural households who had no
land; these comprised 10.2 percent of the poor population living in rural communities. In addition,
it is natural that extremely poor and poor households have fewer opportunities to acquire or rent
agricultural machinery, so fewer opportunities to gain better earnings from farming. Among households
in possession of agricultural machinery in 2015, 88.7 percent were non-poor, and 11.3 percent were
poor. Extremely poor households owning agricultural machinery were not recorded.

As was mentioned above in Section 3.2.4, accessibility of financial resources is a big problem for
smallholders and family farms, and it should be noted that it is especially problematic for poor
households. In 2015, some 16 percent of surveyed rural households received loans or borrowed funds
for engaging in agricultural activity; however, the poor and extreme poor made up only just over 20
percent of them (NSS, 2016e). Moreover, a lack of funding was mentioned as the key reason for not
cultivating agricultural land in the first quintile of the rural population.

Poverty rates vary considerably across different regions. This situation is mostly conditioned by
geographical differences, such as climatic conditions for agriculture, whether the region is on the
border, and the level of infrastructure development, as well as by the share of urban population in
a given region (IMF, 2017). In particular, in 2015, the poverty rate in the Shirak (45.3 percent), Lori



(36.2 percent), Kotayk (35.9 percent), Tavush (35.3 percent) and Gegharkunik (32.1 percent) regions
was higher than the country average (NSS, 2016e). It should be noted that the Shirak region has not
only the highest rate of poor, but also the highest rate of extremely poor, who compose 3.9 percent of
its population.

Most of the households in Armenia (91.2 percent in 2015) own their home, yet there is no rural/urban
distribution. Overall, 91.3 percent of rural households live in houses, 6.9 percent in apartments and 1.8
percent in temporary dwellings (NSS, 2016e). As of 2015 data, rural households had more living space
per household member than urban ones. However, in terms of the availability of necessary amenities,
urban housing was in a much better situation than rural housing. Only 9.9 percent of rural households
reported having an in-house (functional) kitchen, cold water supply, flush toilet and bathtub, whereas
in urban communities, such households made up 90.1 percent (NSS, 2016e). According to the results
of the Armenia Demographic and Health Survey (NSS, 2017c), 51.7 percent of the surveyed women®
in rural areas were owners and/or co-owners of houses, and 31.5 percent were owners and/or co-
owners of land. According to the same source, 75.3 percent of the men surveyed in rural areas were
owners and/or co-owners of houses, and 64 percent were owners and/or co-owners of land.

In addition to monetary poverty, the multidimensionality of poverty and its non-material forms should
be also mentioned. People in rural areas are deprived because of inadequate access to healthcare,
education and other basic infrastructure and social services. Moreover, if in some cases, inadequate
access is conditioned by physical distance and availability of such services, in other cases it is limited
due to low level of household income.

POVERTY AND INCOME

The two main components of household monetary income in Armenia are employment income and
public transfers, such as pensions, benefits and scholarships. At the same time, while discussing the
income generation opportunities among the poor population, it is interesting to note that the poor are
less likely to have income from employment and are largely dependent on social assistance provided by
the state. According to the National Statistical Service (NSS, 2016e), public transfers are a key source of
monetary income for households in the first decile group (48 percent in 2015), while the share of this
source of income for households in the tenth decile group (6.4 percent in 2015) is very small. At the
same time, in monetary terms the volume of public transfers received by the households in the richest
decile group is twice as high as what the households in the poorest decile group receive.

The importance of employment as a source of income gradually increases while moving from the
poorest deciles of the population to the richest ones. In 2015, the income from hired employment
comprised 12 percent of the gross monetary income of the first decile group and 76 percent of the
tenth decile group. The opposite trend is noticeable in relation to the importance of income received
from sales of agricultural products - for the first decile group, the income from sales of agricultural
products in 2015 comprised 12 percent of their gross monetary income; for the tenth decile, that figure
was 5 percent. At the same time, in real terms, the amount of money generated from the sales of
agricultural products by the tenth decile is more than seven times higher than what is generated by the
first decile group (NSS, 2016e).

0 Women surveyed in the scope of Armenian Demographic and Social Survey were between 15 and 49 years old.
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Figure 13. Main sources of monetary income in Armenia in 2015 by decile groups
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In addition, the poor do not benefit much from the private transfers received from relatives living in
Armenia or abroad. In 2015, the share of private transfers in the structure of household monetary
income in the lower decile groups was about 5-6 percent, yet for the households in the richest decile
groups, it was 10 percent or slightly higher.

SOCIAL PROTECTION

The main legal documents regulating the social protection system in Armenia are the Law on State
Pensions (RANA, 2010), the Law on State Benefits (RANA, 2013), and the Law on Social Assistance
(RANA, 2014c).

Due to limited state funds, the social protection system in Armenia is more focused on supporting
the most vulnerable populations rather than ensuring the welfare of the entire population. Structural
changes are currently taking place, and a new system of Integrated Social Services is being introduced
throughout the country. Under this concept, the Territorial Centres for Complex Social Services are
being gradually developed as one-stop-shops offering comprehensive social service packages, which
are provided based on applications by individuals and assessments of their needs. Until 2020, it is
planned to have 50 to 55 such centres in the country.

The Territorial Centres for Complex Social Services host the territorial agency rendering social services,
the territorial department of state social security service, the territorial public employment agency, and
the medical-social expertise department. The main goal of such centres is the complex enlargement of
capacities and opportunities of poor and socially vulnerable populations, mostly by provision of social
services and by assistance in realization of their education, health, housing and other needs, as well as
in their inclusion in the labour market.

73



The overall state policy entails (a) targeted provision of social assistance to the vulnerable and targeted
social groups of the population, (b) ensuring decent old-age, and (c) targeted social support for
improving the demographic situation (GoA, 2014).

Social transfers in Armenia include pensions and monetary social assistance. The largest constituent in
social transfers is pensions, which include retirement and military pensions. Pensions are an important
source of income for the population, especially as far as pensioners are concerned, who often have it as
their only source of income. Therefore, the general welfare of the population pertaining to this group is
dependent on the amount of pension (NSS, 2016e). Since 2014, pensions have been received by those
who have employment records of at least ten years, and the minimum amount of pension is AMD
24 000 (around USD 50) per month. Pensions are paid to all eligible individuals, irrespective of their
poverty status.

As for monetary social assistance, according to the Law on State Benefits, there are ten types of benefits
financed from the state budget: a family benefit, a social benefit, an emergency benefit, a lump-sum
benefit at childbirth, a child-care leave benefit (until the child reaches the age of 2), a maternity benefit,
an old-age benefit, *' a disability benefit, a survivor benefit, and a funeral benefit.

The family benefit is the largest monetary social assistance program in Armenia; 12.2 percent of
Armenia’s households received transfers through the family benefit program in 2015. It is the largest in
terms of population coverage as well as of the funds allocated from the state budget. It has rather good
targeting, since 75.7 percent of all beneficiaries, receiving 77.4 percent of funds allocated to the program,
belong to the two bottom consumption quintiles (NSS, 2016e). A family has the right to receive the
family benefit if it has members younger than 18, is registered in the family social assessment system,
and its unit of insufficiency is higher than the limit set by the Government of Armenia for a given year.
Families in a similar condition but without family members of younger than 18 are entitled to social
benefits. The base amount of family benefit and social benefit is AMD 18 000 (USD 37.3 52) per month,
with additions per each family member younger than 18 of AMD 5 500 to AMD 8 000 (USD 11.40 to
USD 16.58), depending on the level of poverty, number of children in the family and the family’s place
of residence (GoA, 2018b).

Notwithstanding the positive performance in terms of the coverage of the family benefit system, there
is still a need for further improvement of program targeting, since some 47 percent of the poorest 20
percent of the population are not covered by monetary assistance programs.

Taking into account the worsening demographic situation, the Government gives special importance
to childbirth and child-care benefits. The lump-sum benefit at childbirth, on average, is AMD 50 000
(USD 104) for the first and second child and AMD 430 000 (USD 891) for the third and subsequent
children. The monthly child-care benefit for children up to 2 years old is AMD 18 000 (USD 37.3).
Vouchers for free delivery care have been in use since 2008, and state certificates for free child health
care have been in use since 2011.

Although expenditures on social transfers from the state budget increase every year, they still remain
at a rather limited level as a share of the gross domestic product (7.8 percent, or around USD 814.6
million in 2015). Nonetheless, social transfers considerably contribute to the reduction of poverty. If

*" Those who don't have employment records or who worked less than ten years.
%2 The average exchange rate of the Central Bank of Armenia for 2017.
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payments of social transfers were to be terminated and households were not able to compensate for
this loss from other sources, the poverty rate would significantly increase for the whole population.
Particularly, the total poverty rate would increase from 29.8 percent to 43.7 percent (NSS, 2016e).

At the same time, it should be noted that given the uncertain economic situation, beneficiaries of social
transfers often fear moving out of the programme and therefore are not getting involved in activities
that can potentially improve their livelihoods. Especially in rural areas, cases were reported where
beneficiaries refused to participate in productive inclusion projects, given the instability of income
generation and the fear of not being able to requalify for assistance within the social transfer system.

Looking across the types of communities, social transfers were an important source of income,
especially for urban households outside Yerevan for which in 2015 social transfers accounted for 17.4
percent of the average monthly income. For rural households, they made up 13.3 percent of the average
monthly income (NSS, 2016e).

There are some other benefits that people belonging to certain population segments are entitled to,
such as tuition-free or partially reimbursed education for socially disadvantaged or disabled people
who have gained at least an entry-level score for admission exams, or low-interest-rate mortgage loans
for young families, including single parents.

At the same time, it is worth mentioning that as of January 2014, there is no unemployment allowance
in Armenia.

SOCIAL SERVICES IN RURAL AREAS

The availability of preschool facilities varies across the country. In 2015, there were 717 preschool
facilities in Armenia, with the majority of them (219) in the capital, Yerevan. The accessibility of
preschool facilities also varies among different rural communities. According to Integrated Living
Conditions Survey (NSS, 2015b) data, 41 percent of rural residents reported that the nearest preschool
facility was within 1 km; meanwhile, 26 percent of all households responded that the nearest preschool
facility was more than 4 km away.

According to the same source, 64 percent of survey respondents in rural communities reported that the
secondary school was within 1 km. Meanwhile, 4.8 percent of households mentioned that the school
was more than 4 km away, including 1.1 percent of households that reported that the distance to the
closest secondary school (high school) was more than 10 km.

Primary healthcare in Armenia is provided free-of-charge to the entire population, and there are annual
state healthcare programs that provide access to key outpatient and inpatient services, medicines or
medical supplies for particular segments of the population,” either free-of-charge or with preferential
terms.

% People with disabilities, veterans of war, people under civil service and their families, children under 7 years old, women in reproductive age during
pregnancy, childbirth and postnatal periods, children without parents, in single-parent households and those living in extended families, beneficiaries
involved in family allowance system, etc.



Primary healthcare is typically provided by a network of urban polyclinics, healthcare centres, rural
ambulatory facilities and “feldsher™* health posts; however, not all communities have access to any
establishment of these networks, and thus the accessibility of healthcare for rural communities is an
issue. In 2015, for 51.6 percent of rural households, the nearest pharmacy was further than 4 km from
their residence.

RURAL INFRASTRUCTURE

Only 92.5 percent of rural households have access to a centralized water supply, and this indicator has
improved only by 0.1 percentage points since 2008. However, the share of rural households with 24-
hour water supply has increased from 40.9 percent in 2008 to 51.1 percent in 2015, and the share of
households with access to water for less than five hours, comprising 21.6 percent in 2015, has dropped.
However, access to a centralized water supply system has not necessarily amounted to appropriate
water supply services. For instance, in 2015, 1.8 percent of households in rural communities had water
supply for just two weeks in a month, and 4.4 percent had access to water for just three weeks within a
month (NSS, 2016e).

Contrary to the improvements in water supply, in 2015 79.6 percent of rural households did not have
access to a sewage system. Another problem in rural communities is garbage disposal. According to
the 2015 Integrated Living Conditions Survey, only 66.7 percent of urban communities had any kind
of garbage collection system. Garbage was burned in 24.1 percent of communities and buried in 7.5
percent.

The quality of roads and the availability of inter-community public transportation in rural Armenia is
another issue that significantly hinders the economic opportunities of rural dwellers and their access
to other services not available in the community. In addition, there are communities in high altitudes
that easily get isolated in case of heavy snow, when transport communication gets challenging.

Nearly all households in rural areas reported having a mobile phone (97 percent), and 55.3 percent of
them had a household member who uses the Internet (NSS, 2016e). No sex-disaggregated data on this
indicator is available.

Regarding heating, 0.8 percent of rural households do not have heat in their dwellings. Among those
who do heat their dwellings, 71.2 percent reported using wood as a heating option, while 14.4 percent
reported natural gas and 13.3 percent reported other, which most probably is manure (NSS, 2016e).

> Paramedical practitioners who provide advisory, diagnostic, curative and preventive medical services more limited in scope and complexity than those
carried out by medical doctors. They work autonomously or with limited supervision of medical doctors and perform clinical, therapeutic and surgical
procedures for treating and preventing diseases, injuries, and other physical or mental impairments common to specific communities.
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4.1 Sector- and focus-area-specific
political priorities for agriculture and
rural development

4.1.1 National policy related to smallholders

In 2014, the Government of Armenia adopted the Prospective Development Strategic Programme
(PDSP) for 2014-2025 (GoA, 2014). This is the country’s main socio-economic development strategy
and the basis for medium-term, sectoral and other programme documents. The PDSP announced
agriculture and rural development as one of five priority sectors for the country’s development during
the covered ten years, and the following visions of rural and agricultural development perspectives
were highlighted:

o development of commercial agricultural organizations, cooperatives and family farms integrated
with market infrastructures through application of intensive technologies;

e ensuring stable food security of the population and meeting the demand of the agro-processing
sector for agricultural raw materials through a realistic combination of food security interests and
the comparative advantage of external trade of agriculture and food products;

e increase of gross product in agriculture due to an increase in labour productivity, comparative
reduction of the number of people employed in agriculture, and use of part of the surplus workforce
in the field of agricultural service provision and in non-agricultural fields through trainings;

® processing of a considerable amount of produced agricultural raw materials at small and medium-
sized enterprise production units;

e domination of high-value-added agricultural production in the plant cultivation and animal
husbandry intra-branch structure; and

e high level of food security of the country’s population, ensuring self-sustainability for basic
foodstufts and a reduction of rural poverty and migration.

Considering that 99 percent of agricultural producers are family farms, with 89 percent being
smallholders holding up to 3 ha of land, it can be stated that all the development perspectives included
in the national policies related to agriculture basically target smallholders and family farms.

The PDSP recognizes that for the development of agriculture, it is critical to increase the productivity
of the sector and create non-agricultural employment opportunities in rural areas, which will, in
turn, bring balanced regional development. The creation of jobs in rural areas is mostly envisioned
through creation of non-agricultural employment in agricultural production chains, involving mainly
marketing and the supply of inputs. Here, it should be noted that, according to the United Nations in
Armenia, the gender perspective is well-addressed in the current strategy (UNCT in Armenia, 2017).

Following the implementation logic of the PDSP, various national direct policies and strategic
documents have been adopted or continued to support the objectives of the strategy.

Currently, the primary national strategy on agriculture is the Rural and Agricultural Sustainable
Development (RASD) Strategy 2010-2020 (GoA, 2010a), which came to replace the Strategy on



Sustainable Agricultural Development of 2006. The strategy was developed after the financial crisis of
2008, and that fact is reflected in the overall objective of this strategy, which reads as “overcome the
impact of the economic and financial crisis and contribute to the modernization and competitiveness
of the agricultural industry through developing anti-crisis mechanisms.” RASD is directed at the
alleviation of rural poverty and the reduction of migration among the working-age rural population.

Some of the objectives of RASD that directly address the needs of smallholders are:

development of agricultural cooperatives;

improved food safety and security;

increased competitiveness of local agricultural production;
increased land-use efficiency;

introduction of agro-technical advanced technologies;

expansion of the production of high-value crops;

implementation of plant protection and quarantine activities;
support for the development of livestock commercial organizations;
establishment of small facilities of feed production;

development of contractual relations with processing enterprises;
enhanced level of agro-machinery;

development of the rural social infrastructure;

mitigation of agricultural risks;

improvement of agricultural lending; and

improvement of the scientific-educational consulting system in the agricultural sector.

To support the achievement of these objectives, the Government of Armenia implements targeted
programmes financed either by state resources or through the assistance of the international donor
community. For instance, the programmes on subsidized diesel fuel, crop seeds, fertilizers and
agricultural machinery mentioned earlier are implemented as linked measures to support RASD
implementation.

Following the need to align the post-crisis strategy to the new needs of the sector, a new version of
RASD was developed for the period 2015-2025. However, it has not yet been approved (Lines, 2017).
This new version is a gender-mainstreamed document and is in line with the Gender Policy Concept
Paper (GoA, 2010b) adopted by the Government of Armenia in 2010, which defines the primary
directions and general strategy of the state policy in relation to men and women and refers to the equal
enjoyment of rights and opportunities by all citizens in all spheres of social life, regardless of their
sex. So, RASD 2015-2025 highlights the importance of ensuring the principle of gender equality in
agricultural development through the provision of equal opportunities for men and women.

In May 2011, the Republic of Armenia Food Security Concept Paper (RA President, 2011) was
adopted. The mission of the concept paper is to ensure physical and economic access, for all groups
of the population, to food that meets health standards, as well as to create preconditions to resisting
unfavourable changes in foreign markets and the negative effects of potential emergency situations.

Following the concept paper, in November 2011, the Strategy on Development of Food Safety System
in the Republic of Armenia (GoA, 2011c) was adopted, seeking to bring Armenia’s food system in line
with relevant European Union legislative and institutional requirements. The aim of this strategy is to
minimize the administrative burden on Armenia’s farming community and agribusiness operators by
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updating regulations and obsolete standards.

The constraint of excessive land fragmentation and small average farm size, which leads to low
productivity of the agricultural sector, was addressed in 2011 when the Concept Paper and its Action
Plan on Consolidation of Peasant Farms in RA (GoA, 2011a) was adopted. Farm enlargement and
consolidation can be achieved in three general ways: (i) through various forms of cooperation to benefit
from advantages of the economies of scale in procurement, technology adoption and marketing, (ii)
land consolidation as an instrument for the adjustment of property structure and use rights through a
coordinated and facilitated reallocation of land parcels; and (iii) as a result of a well-functioning land
market. In addition, the paper also mentions the importance of supporting small farms as a policy of
mitigating social tensions. There are implementation milestones until 2020 set in the paper, with a total
budget of around AMD 2 billion (around USD 5.4 million *).

Farm consolidation is very important, as it should contribute to more productive farming because of
a higher level of specialization and economies of scale. However, it should be noted that not much has
been done since 2011. ** For example, according to the Action Plan of the Concept Paper, there should
have been a pilot project implemented during 2013-2014 with a budget of AMD 25 million (around
USD 67 000), but no project has been implemented.

In 2011, another document important for livelihoods in rural areas was launched. This Concept
Paper on Community Amalgamation and Establishment of Inter-Community Unions (GoA, 2011d),
in contrast to the one mentioned above, is actively being implemented. The process is supported by
multiple donors, such as the European Union, the United States Agency for International Development,
BMZ/GIZ, the Swiss Agency for Development and Cooperation, and the United Nations Development
Programme. It is believed that the amalgamation will result in savings and will improve the capacities
and performance of local self-governance bodies, in addition to solving problems related to human
resource limitations and creating more opportunities for territorial development. The first pilot projects
were implemented in 2015-2016, with 140 communities consolidated into 18 clusters. By the end of
2018, it is expected to have around 200 consolidated communities.

At the same time, in addition to the positive aspects, it should be noted that there are number of risks
and negative consequences from the already-implemented pilot projects that frighten villagers. If not
responded to properly, this might cause internal migration from amalgamated communities to new
centres, and the abandonment of many villages. Some of the negative results were the closures of schools
in some small communities, reductions in non-agricultural employment as a result of the closure of
community councils, increased difficulties for villagers in accessing new community administrations,
and problems with the equal distribution of resources.

From the national legislation, the Law on Agricultural Cooperatives (RANA, 2015) is probably the one
with the most important practical implications for smallholders. The law was the first attempt to
formalize informal involvement in agriculture and to familiarize farmers with the idea of institutional
organization of agricultural production, marketing and processing. Though currently there are certain
issues related to the taxing regulations of the agricultural cooperatives, the Government prioritizes
their development as a tool for improved productivity and efficient use of resources.

% The average exchange rate of the Central Bank of Armenia for 2011.
* It should be noted that under the Five-year Government Programme 2017-2022, under the chapter of Cadastre, for each year during 2018—2022 five land
consolidation projects are envisioned, yet it is not known if the principles set in the concept paper will be relevant.



In line with everything mentioned above, the Government of Armenia pays special attention to the
development and strengthening of bordering communities affected by military actions. In 2014, a law
on Tax Exemption of Activities Carried Out at Bordering Communities (RANA, 2014b) was adopted.
According to the law, businesses operating in the 34 rural communities included in the list do not pay
any taxes. In addition, in these communities, 100 percent of land and property taxes and 50 percent of
gas, electricity and irrigation water expenses are subsidized. This law is very important for promoting
the development of off-farm businesses.

Overall, agriculture-related national policies in Armenia reflect the needs, constraints and challenges
of the agricultural sector and, to some extent, of smallholders and family farms. However, they are
written in a vague manner, with no definite measurable indicators and milestones for implementation
and for the monitoring of progress achieved. Another problem related to the policies - including
strategies, concept papers and programming documents - is that frequently there are no sufficient
funds allocated to the identified activities, while at the same time the non-transparent and non-efficient
use of funds is also an issue, such as in case of subsidized fertilizers.”

Most of the policies are characterized as ad hoc and not targeted to overall national interests but rather
to solve numerous problems. At the same time, the socio-cultural factors that exist among villagers
and frequently inhibit their development - such as established gender roles and inadequate access to
education and other social services — are neglected by the national policy, and only economic factors
are considered (Gabrielyan, 2012). The coherent vision of the village is missing from the strategies,
where both socio-cultural and economic components should be involved.

Other than national legislation, it is also worth mentioning that Armenia is a part of the United Nations
Convention on the Elimination of All Forms of Discrimination against Women (CEDAW), where
Article 14 is specifically related to rural women. In relation to this, in 2016 the CEDAW Committee
assessed Armenia’s performance and noted that Armenia “has taken economic empowerment measures
for rural women, supporting cooperatives and making credit and grant programmes available in
rural environments” However, it was also noted that “there is a lack of social, health and economic
infrastructure in rural environments, as well as there is a concentration of rural women in the informal
sector” Moreover, the Committee was concerned that rural women are particularly affected by the
labour migration of their partners, which exposes them to higher risks of economic distress and high
HIV-infection rates. (CEDAW, 2016a)

4.1.2 Donor-funded policies related to smallholders

Funds for agriculture and rural development in Armenia come from various directions, but direct
policy support comes mainly from European Union funds. The following are the main donors working
in the rural and agriculture development sector of Armenia, along with their funded programmes and
policies.

The World Bank is probably the biggest source of funds for agriculture and rural development. Its
funding includes both grants and loans. The biggest projects of the World Bank in this field, to which
it has contributed USD 62.67 million, target improvements in the productivity and sustainability of

" Referring to the case in which the supplier of state subsidized fertilizers was chosen in a non-transparent manner and was charging a higher price than its
competitors who were not part of the subsidization scheme (SCPEC, 2016).
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pasture and livestock systems; increases in marketed production volume of selected livestock and high
value agri-food value chains; rehabilitation of irrigation systems, including conversion of pump-based
systems to gravity or lowering the operational costs of non-convertible pump-based systems; and
capacity building of water users associations.

Of particular interest is the Agriculture Policy Monitoring and Evaluation Capacity Building Project
of the Japanese Policy and Human Resource Development (PHRD) trust fund technical assistance
grants programme, provided through the World Bank. The project aims to strengthen monitoring
and evaluation capacity and systems as elements of evidence-based agriculture policy analysis and
formulation. In the framework of this project, the Ministry of Agriculture will receive USD 1.8 million
in grant support during 2017-2019.

Funding from the Eurasian Development Bank and its Eurasian Fund for Stabilization and
Development (EFSD) is directed at improving irrigation infrastructure. A loan of USD 40 million was
approved in 2015 to finance Irrigation System Modernisation project in Armenia that will result in
expansion of irrigated area by 10,443 ha and annual electricity savings of around USD 1.26 million.
In addition, in 2015 the Council of the EFSD endorsed the preliminary application and concept of the
Construction of Mastara Reservoir® investment project with a proposed loan of USD 25.2 million. For
this project, a grant from the World Bank of USD 670 000 was approved to cover the costs of feasibility
studies and training for the staff of the Government of Armenia Project Water Sector Implementing
Unit.

The Infrastructure and Rural Finance Support Programme of the International Fund for Agricultural
Development is a six-year programme launched in 2014 with total budget of USD 52.8 million. The
programme is designed to generate income growth and sustainable employment opportunities by
strengthening agricultural production systems and linkages to value chains for cash crops. It is expected
that 13 200 households will benefit from this intervention. Among the programme’s components are
rural finance and water infrastructure.

The programme’s infrastructure component will cover the seven regions of Shirak, Lori, Tavush,
Gegharkunik, Vayots Dzor, Syunik and Aragatsotn, while the rural finance component will be
countrywide. The main target group comprises poor farmers and rural households, particularly
vulnerable households headed solely by women or young people.

For the period of 2012-2020, the priority sector for the Austrian Development Agency in Armenia
is agriculture. During 2012-2016, the funding directed to Armenian agriculture amounts to around
EUR 7.3 million (USD 7.9 million). Operating projects mainly target value chains and cooperative
development, livestock development, and organic agriculture. Funds also were allocated for the first
agricultural census and its pilot.

The European Union provides a large range of financial and technical assistance to Armenia in the
form of grants, contracts and budget support. A significant share of European Union funding is directed
to agriculture and rural development. As of 2017, there are two big EU-funded projects: the European
Neighbourhood Programme for Agriculture and Rural Development (ENPARD) and the Organic
Agriculture Support Initiative, with a total budget of EUR 27.8 million, of which EUR 20 million (USD

8 The command area of the proposed Mastara Reservoir is located in one of the water-shortage areas in the Ararat Plain. Mastara will provide additional
supplies into the Armavir irrigation system.



30.1 million and USD 21.7 million correspondingly) is budget support to the Government of Armenia

in the framework of ENPARD.

Opverall, the EU-funded projects implemented in the agriculture and rural development sectors aim to:

boost the performance of agriculture-related institutions, including increasing the efficiency of

relevant public and private institutions;

support the organization of farmers’ associations, cooperatives and business-oriented farmers’

groups;

enhance agriculture statistics and information systems, including a national agricultural census;

and
increase the capacities of local organic production.

The Agricultural Alliance of Armenia is a volunteer multi-
stakeholder platform established in 2011 by a group of local and
international organizations working in the field of agriculture and
rural development in Armenia. The main objective of the Alliance
is to voice the problems and lobby the interests of the Alliance
members’ beneficiaries (mostly smallholders) in order to include
them in policy-makers” agendas.

Through monthly meetings, platform members share the needs,
development constraints and challenges of the farmers/communities
they work with, and through joint activities and projects, they work
on their solutions.

In 2013 and 2017, memorandums of understanding were signed
between the Agricultural Alliance of Armenia and the Ministry
of Agriculture, which considerably increased the contribution of
the Alliance to the alleviation of agricultural problems through
participating in a policy dialogue with the Ministry of Agriculture.

The role of the Alliance is important in terms of providing links
between the problems in the field and the policies of the state. At the
same time, Agricultural Alliance is not a fully representative body
for all family farms in Armenia and the activities of the Alliance
are scoped by the organizational interests of its members and their
geography of work. (See Annex 6.2.)

The United States Agency for
International Development
(USAID), in line with other
U.S. governmental agencies, has
long been among the important
donors of Armenian agriculture
and rural development since
Armenia’s independence.
Nowadays, there is less funding,
but the implemented projects
are still valuable.

The Partnership for Rural
Prosperity programme,
launched in 2013, promotes
rural economic development in
Armenia. The programme helps
rural communities identify local
economic growth opportunities
and expand employment
prospects for women, youth
and vulnerable groups. It
also facilitates infrastructure
upgrades and improves access
to finance and markets.

Another programme launched
in 2013 is the Advanced Rural

Development Initiative, which aims to develop competitive rural value chains in 48 rural communities
in the Syunik, Shirak and Lori regions. The goal of the initiative is to increase incomes and improve
livelihoods in the beneficiary communities. In addition to these programmes, USAID also provided
technical assistance for implementation of the first agricultural census.
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4.1.3 FAO Country Programming Framework

FAO interventions directly related to smallholders are not many in Armenia. All of the programmes
implemented during 2014-2017 had sub-sectoral emphasis and were aimed at improving agricultural
statistics, boosting food safety and security, or preventing and controlling animal diseases, among
other things. However, in some of the implemented projects, there are/were specific activities whose
impact would spill over to smallholders.

In the framework of the European Union-financed
ENPARD, FAO’s involvement is focused in
three main directions: institutional and capacity
development of stakeholders, access to available
and affordable food, and a general agricultural
census. At the same time, there are planned
activities that, as supplements, will positively
impact smallholders. Some of these include:

The FAO pilot project on farm consolidation
included the Nor Erznka community of
the Kotayk region, where 60 percent of the
community landowners took part in the project
on a voluntary basis. The project had been
implemented during two years and the following
mechanisms were used to reduce fragmentation:
exchange, purchase, sale or donation of land
parcels between landowners; exchange of private
land with community land; and purchase or lease

technical support for the development of
selected value chains;

awareness-raising campaigns for cooperatives
and farmer organizations;

support to the Ministry of Agriculture
for the development of legislative changes
aimed at preventing land abandonment and
inappropriate use, as well as support for the
implementation of land consolidation; and
support in enhancing the overall national

of community land bordering the private land.

As a result of the project, 162 land parcels of 92
owners had been consolidated into 67 parcels.
The average number of parcels owned in the
community reduced from three to two, and
the average farm size increased from 1.25 ha to
2.5 ha. (See Annex 6.2.)

agriculture legislation.

A “Technical and institutional support to veterinary services in Armenia” project was implemented
during 2013-2016. Through the project, veterinarians and other stakeholders gained up-to-date
knowledge on modern methodologies for controlling brucellosis in animals. In addition, vaccination
campaigns in 109 communities in the Syunik region were implemented, and a new National Brucellosis
Control Strategy was produced and enacted, including assistance with outbreaks of the disease in
Armenia. As a result, smallholders gained capacities to manage and eventually eradicate brucellosis,
and government and veterinary officials learned crucial techniques — amid a real health crisis - for
stemming the spread of the disease and dealing with its effects.

Another project that has had an impact on smallholders was “Support for abattoir development in
Armenia” This project, funded by the Government of Greece, was aimed at enabling institutions
related to the meat industry (both private and public) to effectively improve the safety and quality of
meat and meat products. As a result, five slaughterhouses were established in four marzes (regions) of
Armenia to demonstrate and foster safe and hygienic meat production.

The project was a significant contribution to the sustainable development of the Armenian meat sector,
facilitating meat and meat product inspections and providing an alternative to backyard slaughter,
which is a common facilitator of the spread of diseases through meat products.



Apart from national projects, FAO is also involved in Armenia through Regional Initiatives, such as
the one in the framework of which the current study has been developed. The Regional Initiative on
Empowering Smallholders and Family Farms for Improved Rural Livelihood and Poverty Reduction
was launched in 2014 and is building on the legacy of the International Year of Family Farming in
2014. In Armenia, the Regional Initiative is specifically focused on promoting alternative use of water
resources; on promoting conservation agriculture and organic agriculture and pest control methods;
on improving capacities on animal genetic resources; on developing capacity for designing and
implementing school food and nutrition programmes, and more.

In the framework of the regional project Strengthening Food Security and Nutrition in Caucasus and
Central Asia Countries, FAO is supporting the Government of Armenia by working with the Ministry
of Agriculture and the Ministry of Labour and Social Affairs in developing a vision on the pathways
out of poverty for recipients of family benefits in rural areas; this includes a gradual and sustainable
approach to supporting productive inclusion and improvement in food security and nutrition.

The pilot intervention “Social protection PLUS” proposes to complement the existing and currently
active cash transfers provided by the Ministry of Labour and Social Affairs under the family benefit
scheme with a menu of options of productive interventions, including the provision of inputs (such as
seedlings, poultry and cattle) as well as assets and trainings, based on the household’s livelihood profile
and opportunities in the selected region. In addition, these options will be accompanied by a range of
nutrition-sensitive interventions, such as awareness of and education on food, nutrition and agriculture.

4.2 Preconditions for comprehensive
policymaking for smallholders and family
farms

As was discussed earlier in this report, a number of policies are directed at rural and agricultural
development, and all of them are to some extent related to smallholders and family farms. Yet, there is
no definition of “smallholders” and “family farms,” and this legislative gap does not allow the policies
to be more specific and, if required, to offer differentiated policy measures for targeting the needs of
different actors in the agricultural sector. Nowadays, smallholders and family farms are viewed as a
collective mass of people who live in villages and own any type of agricultural productive resources.

The basic characteristics of all the discussed policies is that their objectives are too general. There is low
understanding among stakeholders, especially among family farms, of what specifically is done in terms
of achieving the set objectives. There are no participatory policy-development mechanisms that will
ensure that the issues faced by farmers are properly reflected in policy design, nor are there measures
to address women’s economic empowerment and gender equality, which is important for improved
productivity and sustainability of family farms and smallholders. Communication mechanisms for
reporting on achievements and challenges are not established.
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At the same time, effective implementation of government policies is threatened by the scarcity
of financial resources and by non-transparent implementation mechanisms, as well as by weak
institutional and technical capacities at the middle and lower levels of the national and regional
public administration bodies that are responsible for direct implementation. Moreover, monitoring
of implementation usually takes a technical character, primarily focusing on quantitative output data.
Qualitative data on assessments of implementation and evaluations of results and impacts are not
reported or collected, though steps have been taken to establish a monitoring and evaluation system
in the Ministry of Agriculture.

Another interesting thing to note is that some objectives set in strategic papers are not realistic, and their
achievement is questionable because of existing socio-economic constraints. This is especially true in the
case of policy papers on food safety, where local producers’ capability to change is not taken into account.

In other examples, policies remain only on paper for years, and even administrative measures are not
undertaken to facilitate the implementation of given policies. In particular, this refers to the problem of
small-scale and fragmented farms, which has been on the Government’s agenda since 2011, when the
Concept Paper and its Action Plan on Consolidation of Peasant Farms in the Republic of Armenia was
adopted. Yet, due to a lack of available funding (Hartvigsen, 2015) and, partially, because of a lack of
common vision with policymakers about the approach to be pursued (consolidation vs. cooperation),
no steps towards a national land consolidation programme have been initiated in Armenia since the
FAO pilot project in Nor Erznka finished in 2006.

Existing strategic and programming documents do not provide coordinated and comprehensive
solutions to the constraints faced by farmers and are rather targeted at the elimination of the effects that
the given constraints create. For instance, the programme on subsidized interest rates for agricultural
loans is strongly welcomed by farmers, but at the same time the programme has its weaknesses. The
programme has a short-term objective of providing affordable access to cash for farmers to support or
improve their production. Yet the reason that farmers are constrained by cash, costing them 50 percent
per year, is that their agricultural activities do not provide enough return to secure their living and
repay the loan. Thus, a single programme of loan subsidization cannot solve all the constraints that
serve to keeping farming returns low.

Because most of the problems that hinder the development of agriculture and smallholders are structural,
national policy should be based on projects that bring structural change and gradual improvement of
all the components linked to certain problems on all levels. A global vision for the development of the
sector during the upcoming 15 to 20 years should guide all the policies initiated by the state.

At the same time, it should be noted that during recent years, financial support projects from the
Government of Armenia directed to the field are quite impressive in their scale; they are not directed
to smallholders, but rather the opposite — they push agricultural production towards bigger producers.
The implementation of suggested modern technologies (drip irrigation, greenhouses, nets for hail
protection) are very capital-intensive and with long payback periods. Smallholders do not have enough
capital to invest in the suggested technologies with the available credit terms. The good agricultural
machinery costs around AMD 20 million (roughly USD 41 000), and the 20-percent down payment
requested by the bank is AMD 4 million (USD 8 300) — a big sum for a farmer to have in cash. Another
problem is the minimal amount of subsidized loans; for a smallholder, AMD 3 million (around USD 6
200) is too much for the organization of yearly production. Yet, the inability to take a smaller loan with
a subsidized interest rate diminishes the economic situations of many smallholders.



In all of the discussed polices, little attention is given to such important sectors as education and science.
At the given conditions, when 99 percent of agricultural producers are family farms (and of which 60
percent have less than 1 ha), it is obvious that the sector itself cannot generate a sound demand for
cost-effective innovation or for more efficient production technologies. Yet the Government policy
should be responsive towards these needs and address the quality fulfilment of farmers’ constraints.
The development of efficient farming tools, inputs and technologies, adapted to local conditions,
should be encouraged - taking into account the comparative advantages of the country.



5. Conclusions and
recommendations
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J 5.1 Conclusions

5.1.1 Role and weight in the economy of smallholders and
family farms

The role of family farms for the agriculture of Armenia, as well as for the economy as a whole, is very
important.

There are 360 611 family farms in Armenia (25 percent headed by women), and these farms own, in
total, around 513 000 ha of land, with an average holding size of 1.48 ha. Family farms are involved
in all sub-sectors of agriculture — plant growing, wild collection, animal husbandry and fish farming.
More than 99.5 percent of plant growing produce and around 92 percent of animal husbandry products
are produced by family farms. In total, they produce more than 97 percent of gross agricultural output.
Family farms have significant contribution to the creation of the national gross domestic product and
to agrifood exports.

During 2005-2015, agriculture on average comprised around 18 percent of the national gross domestic
product (GDP), and each year after 2010 contributed significantly to GDP growth. At the same time,
during recent years, around one-fifth of Armenian exports are agrifood.

The agricultural sector also is an important employment source. During 2005-2015, on average,
around 41.5 percent of the employed population were involved in this sector.

Despite their small sizes, family farms provide employment to unskilled workers and ensure demand for
many small businesses, such as inputs shops, agricultural machinery and transportation services, etc.
The produce of family farms are raw materials for most of the export-oriented processing companies,
and thus they also contribute to generation of foreign currency earnings.

Moreover, family farms and smallholders are a guarantee for food security at the household and
national levels, and with the enlargement of agricultural holdings, this role of smallholders and family
farms will further increase. Improved farm structures will result in increased production efficiency and
profitability of farms, and thereby in an improved availability of food and a decreased dependence on
imports.

5.1.2 Needs, challenges and constraints

The needs, challenges and constraints of Armenian family farms are largely intertwined with each
other. In many cases, there is a circular connection between them, and it is difficult to assess which of
them is the primary cause of the others and whether government policies can provide solutions.

To help provide a comprehensive understanding, Diagram 2 shows the main chain of restricting
constraints, unfulfilled needs and challenges that hinder development of not only family farms in
Armenia but of rural areas of Armenia in general. Here, it should be noted that the separation of
needs, challenges and constraints is conditional, as depending on context, these categories can be used
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interchangeably for the description of the same matter.”

Diagram 2. Constraints, needs and challenges of Armenian family farms

Root / Constraints

« climate change and

Result /Challenges

- availability and reliability of irrigation

« low productivity and unstable quality,
as a result of small size of holding,

- reduction in agricultural production
resulting in lower access to food,
increased imports and deterioration
of land resources

+ land abandonment

+ poverty

+ migration

+ limited investment in agriculture

+ limited investment in personal
development

« flow of youth from village and
farming

. aging farmers

- decreased childbirth

- deterioration of quality of life in
village

leading to higher unit cost and low Cause and
competitiveness and thus to consequence / Needs
marketing risks

- high frequency of climatic hazards, in + low income from farming
line with low prevalance of mitigation . limited number of off-farm jobs
measures and absence of agricultural « even more limited economic
insurance opportunities for women and

- high cost of capital, as a result of female-headed households
climatic and marketing risks
associated with agriculture

- low level of organization and
cooperation of farmers, as a result of
low bargaining power, which again
translates to marketing risks

- general educational level, e.g. ability
to make calculations on production
costs

- persisting gender-based inequalities

« produce price volatility

- quality of inputs

SOURCE: AUTHOR’S ELABORATION.

Regarding the needs of smallholders and family farms, the most striking issues are the low profitability
of agriculture and the limited number of non-agricultural job opportunities. In 2015, 68 percent of
employment in rural communities was agricultural, while the share of agriculture-related income
sources was only 25.6 percent (see Table 21). Moreover, in 2015 only 70 percent of rural households
with land or livestock reported income from their agricultural activities.

Other needs of smallholders and family farms in Armenia are access to social services and rural
infrastructure, and improved livelihoods for both women and men.

While there are social services and infrastructure available in rural areas, their coverage and quality,
along with the level of access to them, are still issues for many rural dwellers. These include insufficient
access to vital infrastructures such as drinking water, sanitation and landfills, as well as the availability
of village entertainment and socio-cultural events, functioning kindergartens, playgrounds and sports
grounds, easy access to public transportation and well-maintained roads, etc. Social life in rural areas is
limited to funerals, weddings and occasional interaction near shops or village councils. In addition to
this, during 2008-2015, on average, the poverty in rural areas was 32.1 percent. In 2015, the poverty in
rural areas was 30.4 percent, meaning that, on average, the income of approximately every third rural
resident was less than AMD 41 698 (USD 87.2) per month.

% For instance, there is a need of knowledge on production technologies, yet the absence of this knowledge is a constraint for the farmers, and, at the same
time, it is challenging for farmers to work with scarce knowledge.
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These unfulfilled needs lead to multiple challenges, such as reduced involvement in farming; land
abandonment; poverty; increased migration; limited investments in agriculture, personal and rural
development; deterioration of quality of life in rural communities; refusal of the young rural generation
to work in agriculture; the out-migration of the young from villages; decreased child birth; aging rural
population; and an increasing gap between livelihoods in rural and urban areas. Other important
challenges for smallholders and family farms are climate change and competition.

In 2015, the unprofitability of agriculture had the highest share among the reasons why family farms do
not cultivate their lands (NSS, 2016e), and nowadays, many landowners prefer to become wage-earner
workers on the lands of fellow villagers. Earning from AMD 2 500 to AMD 5 000 (around USD 5.2-
10.5) per day during the season often is a better choice than cultivation of own land. The reasons can
be various, including that in the current state of agricultural and economic development, being a wage
earner provides a more secured living than can the cultivation of own land. As was mentioned, around
30 percent of the rural population is poor, of which 55.5 percent are women and 44.5 percent are men
(NSS, 2016e). Here, it is worth mentioning that when a certain type of agricultural produce is the
main source of living for the whole family, and there are no non-agricultural incomes in the family to
secure against agricultural risks, the existing uncertainties associated with agricultural production and
marketing in many cases can lead smallholders to economic collapse and poverty.

It is also worth mentioning about women who are left behind by migrant-husbands. As was mentioned,
women often have limited access to agricultural inputs information, advisory services, knowledge, and
innovation, and thus left-behind-women may find it difficult to continue agricultural activities at the
full potential of the available resources and instead, they may choose to become a wage-earner.

Low income generation from farming and a limited number of off-farm job opportunities imply
endangered livelihoods and a need to look for better lives outside the village, thus stimulating migration.
Migration is seen as the most natural choice to improve one’s financial situation, but in reality, work
migration from Armenia, which is male-dominated, itself usually does not provide enough means
to make fundamental improvements in living conditions and secure long-term incomes for families.
Thus, the livelihood level in general of those left behind does not change, and migration often takes on
a continuous character.

Additionally, not all migrations are successful, and the wellbeing of the families of migrants sometimes
is worse than of families without migrants. Due to migration, women often become more vulnerable,
as they are taking on roles that traditionally have been filled by men. Migration also reduces the
availability of the workforce in villages and increases the cost of hired labour.

Regarding migration, it should also be noted that besides migration abroad, internal migration
also occurs. In this case, it is less likely that the migrant will come back to live in the village. These
migrants are usually youth who leave for studies and, after finishing them, are not ready to return to
the community, or they are youth who feel constrained by the scale of non-agricultural jobs in parallel
with less-than-full-time engagement in agriculture, where earnings are not secured. The situation can
worsen as the population ages, as in this case the parents become vulnerable and dependent for their
children’s assistance, and the village remains without working hands. Farming becomes a hobby.

At the same time, the challenge of the climate change is expected to become more severe in upcoming
years. Already, smallholders feel its impact on agriculture, such as colder winters and warmer summers
that change established farming practices and, in some locations, require additional production costs.



In addition, the frequency and intensity of hazardous hydro-meteorological phenomena, such as
drought, hail, early frost, spring floods and landslides, are increasing. The scarcity of financial resources
of smallholders and the small sizes of operated farms limit their opportunity to invest in resilient
agricultural practices (while also making such investment uneconomical) and, as a consequence, the
increasing impacts of climate change over time will be more severe for them than for others.

As was mentioned, Armenia is a net importer of agrifood products, and thus smallholders are often
competing with imported fresh produce. Fresh agricultural produce in Armenia is rarely labelled, and
since imported fruits and vegetables are sold on the same spots, consumers often assume that all the
produce sold in the market are locally grown. At the same time, due to the already-mentioned higher
unit costs, local agricultural produce is, in many cases, not competitive with imported produce in
terms of price, especially if the imports come from heavily subsidized countries such as Turkey. So,
the limited information available to the consumers, combined with the not-well-formulated market
demand for local produce, jeopardizes marketing and thus hinders local production.

The constraints that prevent smallholders and family farms fulfilling their needs and realizing their
full potential for economic, social and environmental development can be categorized as structural
constraints, production-related constraints, financial and technological constraints, and constraints
related to production resources.

The most important structural constraints of smallholders and family farms in Armenia are farm
fragmentation, irrigation and mechanization.

As was mentioned, the post-independence land reform in Armenia resulted in an inefficient farm
structure dominated by small and, at the same time, fragmented farms. Ninety-nine percent of all
farms in Armenia are family farms, and 89 percent of those have less than 3 ha of land. On average,
each farm has 1.48 ha of land divided into three different plots. At the same time, 33 percent of the total
land managed by family farms is in more than six plots. This type of farm structure has many negative
consequences. In particular, it hampers the introduction of efficient production technologies, such as
drip irrigation, mechanization or crop rotation. It also reduces farm earnings, which in its turn limits
agricultural development - making it uneconomical and unattractive and, consequently, leading to
land abandonment (FAO, 2017a). Already, around 33 percent of lands managed by family farms are
not used.

Despite significant improvement in irrigation systems since the beginning of 1990s, the water supply
is still not reliable, and during drought years some farmers don’t get water for weeks. According to the
National Statistical Service (2016e), only 48.7 percent of family farms’ cultivated land was irrigated
between 75 percent and 100 percent in 2015. In addition, 55.2 percent of family farms reported that
they have received irrigation water in sufficient quantities and on time, and 13.2 percent reported that
they have neither received water in sufficient quantities nor on time.

The water users who depend on irrigation infrastructure are members of regional water users
associations, but their participation in governance is very limited, and users often find themselves too
weak to raise their voices in cases of inaccuracies during water measurements and unequal treatment
during water distribution. Women face a double burden in raising their voices within water users
associations because of male-dominated networks. The sense of being cheated and having no power to
resist is common among water users.
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On-time availability of agricultural mechanization - especially tractors, combines and cultivators - is
a serious challenge for smallholders. It hinders the optimal organization of production and can result
in yield reduction and loss. Similar to the case of water users associations, the operators of agricultural
machinery have significant power over smallholders, who have no alternative but to readily accept
even low-quality jobs. At the same time, rental fees, even though they vary across locations, are not
seen as obstacles by farmers.

The most important product-related constraint of smallholders and family farms is their inability
to cooperate and coordinate their efforts. Farmers’ organizations are weak and non-functioning,
and thus producers do not benefit from the improved market position that these organizations can
provide. As a result, due to small volumes of production and unsteady supply, smallholders have
the weakest position in the value chains and almost always are price-takers. The participation of
farmers in the value chains is spontaneous, and contract farming exists predominantly in brandy
industry.

Another important product constraint to note is price volatility, which is a serious challenge for local
producers. In line with the impact of climatic hazards, other causes of price volatility are the inability
of farmers to make correct decisions based on market trends and weather conditions and the volume of
external trade of food produce. As a result, smallholders experience a high level of income uncertainty
and an inability to plan investments and future spending. With regard to investing, it should also be
noted that farmers are conservative and cautious in their investments. Especially when the farming
does not provide sufficient returns, no investment goes to farming.

In line with this, farmers’ access to agricultural insurance is non-existent. This imposes many secondary
results, such as higher interest rates and collateral requirements for agricultural lending, increased
social vulnerability for those who do not have diversified income sources and rely on agriculture, and
lessened attractiveness of the sector for both external investors and the farmers themselves. Fortunately,
a few government programmes have been initiated that provide agricultural loans with subsidized
interest rates, thus stimulating agricultural investments.

In line with the climate change challenges mentioned above, it is also worth mentioning that the quality
of land resources is another serious constraint for farming. Almost all types of land are vulnerable to
soil erosion, and around 80 percent of lands show desertification features and suffer from different
levels of degradation. At the same time, there are around 30 000 ha of salinized soils in the Ararat and
Armavir regions that have the most productive natural climatic conditions for farming. An additional
threat is the decline in the stock of organic humus, which has been recorded in all soil types, excluding
mountain grasslands.

Another development constraint is the quality of inputs, meaning that farmers don’t get the best value
for their money. Mechanisms are not in place for ensuring the quality of imported and sold fertilizers
and other agrochemicals, and the quality control mechanisms for seeds are not functioning well. Even
the quality of nitric fertilizers and seeds distributed through the state subsidy programmes have been
questioned by the farmers.

Asatechnological constraint experienced by Armenian smallholders, there are the vague links between
farmers’ challenges and the scientific and academic research implemented in the country. The research
is not applicable and does not generate additional value and income for producers. In addition, the
routes of dissemination of valuable research results are not well-developed. However, it should also be



noted that total allocations to science, and especially to agricultural research, is miserably low - only
AMD 149 million (around USD 311 000) in 2015.

At the same time, the access of smallholders to practical, easy-to-reach consulting on such topics
as agribusiness, exports, sales contracts and taxation issues, training on production technologies,
marketing, new crop varieties, etc. is a constraint, both in terms of the quality and availability of the
consulting. The only sources for farmer education and technology transfer are agriculture development
projects, which are limited to the scope of their activities, and the limited number of consultants of the
Agriculture Development Foundation (formerly of the ten Marz Agricultural Support Centres), who
are also constrained by limited technical and financial capacities.

Knowledge transfer is more problematic, as the pool of quality agricultural experts is limited, and
there is no young generation that would complement it. The quality of graduates from agricultural
educational institutions does not correspond to the market demand for them. Their studies are highly
non-practical and are based on old theories. The literature used during education is outdated, with
the newest manuals being ten to 15 years old. Thus, to fill the gaps, progressive farmers use Internet
or foreign literature. However, this has its hidden costs, as the sources accessible to them are mostly
foreign — mainly Russian - and are not based on the natural climatic conditions of Armenia. As a
result, they might employ improper technologies and get unsatisfactory results.

Other factors worth discussing in the context of smallholders’ challenges, constraints and needs are the
low level of government spending on agriculture and the non-efficient and negligent local governance.

Actual spending from the state budget on agriculture, including forestry and irrigation, for 2016 was
roughly USD 101 million, with roughly USD 56.4 million only on agriculture. Compared with the
total number of farms or area of agricultural lands, it can be seen that this is only USD 28 per hectare
and USD 163 per farm. The volume of funds allocated to farmer support projects was approximately
USD 19.4 million, or 0.6 percent of the total state budget.

Some of the constraints of smallholders are aggravated due to non-efficient and negligent local
governance. The role of community heads is very important in the adequate and timely dissemination
of information, support for local development, alleviation of socio-economic burdens, and timely
responses to village problems.

5.1.3 State of play of policy

A review of the national policy documents on agriculture has shown that the Government is committed
to the development of the agricultural sector, and for this purpose several strategic documents and
policy papers were developed and adopted.

The documents highlight the major directions of agriculture and rural development, yet they do not
provide coordinated and comprehensive solutions to the constraints faced by farmers and are more
targeted towards short-term solutions. The implementation of the strategies is lacking in terms of their
efficiency, effectiveness and availability of mechanisms.

To encourage agricultural production, some producer support projects are implemented in the
sector, such as subsidization of agricultural credit and agricultural machinery leasing interest rates,
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subsidization of the supply of fertilizers and diesel fuel, provision of seed, and support for introduction
of modern production technologies. The support projects have had a positive impact. However, some
of them are restrictive towards smallholders, such as setting a minimum amount for subsidized loans
or defining the minimal area of land for participating farmers.

With the appointment of a new prime minister in September 2016,% a shift of agricultural policies
towards being more business-oriented and less social is recognized.

5.2 Recommendations

5.2.1 Policy recommendations

REGULATORY FRAMEWORK FORMATION AND ENHANCEMENT

The existence of an overall regulatory framework for the agricultural sector is very important,
especially in terms of establishing the general directions of the state policy for ensuring sustainable
agriculture development and conservation of the country’s production potential and increasing
the effectiveness and relevance of support measures directed to the sector. At the current stage of
development of agriculture in Armenia, the regulatory framework should contribute to the formation
of a viable and income-generating agricultural sector that is environmentally, economically and socially
sustainable. Important components of the framework should be (a) definition, responsibilities and
rights of agricultural producers, including a definition of smallholders and family farms; (b) support
mechanisms (financial and non-financial) to which each of the defined set of producers would be
entitled; and (c) the role of the state and its institutions - including scientific, educational, consulting
and development, and social support bodies - in the implementation of that policy.

The development of the regulatory framework and the differentiation of agricultural producers
will provide a basis for the introduction of segregated and specific policy and support mechanisms,
targeting the constraints and challenges faced by producers of different scales and types, including
women and youth. In addition, the recognition of smallholders and family farms as a separate category
of agricultural producers that contribute in major ways to the country’s agricultural production —
and are important for maintaining the level of the country’s food security and have distinct roles in
preserving agrobiodiversity and cultural heritage — will create non-material value for smallholders and
family farms (and in particular for youth), motivating them continue their farming.

8 During the finalization of the current report, a political change took place in Armenia, and since May 2018, there is a new Government in Armenia, which
came to power as a result of Velvet Non-Violent Revolution. Currently, the policy of the Ministry of Agriculture is more social and populistic, where family
farms and smallholders are favoured. The new Government is working on amendments of the electoral code, after which new elections are foreseen. Thus,
the policy of the current Government should not be expected to be long-term.



Given the existing technical constraints on accessing the actual level of earnings and use of labour by
family farms, it is more relevant to define smallholders based on their size and expected economic
returns related to the size and type of production in which they are involved. This means that in different
marzes (regions), farms of different sizes will be considered as smallholders, as due to different climatic
conditions and specializations, farms of the same size in different regions generate different levels of
farm income. It is recommended that the maximum threshold of the expected economic return for
smallholders be set at double the minimum annual salary established in the country. This is justified
taking into account that there are at least two people involved in the family farm who otherwise would
have been involved in a paid job with at least a minimum salary.

Furthermore, taking into account that gender-based inequalities limit women’s access to land, financial
resources, agricultural inputs, markets, information and extension services, it is essential that gender
mainstreaming be systematically implemented throughout agricultural policies and regulations so that
the particular needs of both women and men, including the young and elderly, are all fully pictured
and addressed.

During the FAO and European Institute for Gender Equality high-level Conference Promoting socially
inclusive rural development in Europe and Central Asia: Action for the 2030 Agenda, Armenia committed
to the Joint Call for Action (FAO, 2017c¢), which included a set of recommendations for ministries of
agriculture, FAO and civil society organizations on rural women’s economic empowerment. Following
the recommendations will have a positive impact on the sustainability and productivity of smallholders.

In line with this, it is very important to strengthen the existing regulatory framework and ensure
enforcement of existing regulations, as development of an effective and quality regulatory framework
enables easy transformation of agriculture (Divanbeigi et al., 2015). In this context, it is essential to
improve the existing law and regulations on seeds and include the requirements on post-control tests of
certified seeds and an obligation for plant breeders to ensure the traceability of their plant reproductive
material. Another important legislative amendment is required for fertilizers. In particular, to improve
the quality of fertilizers, it is recommended that registration of fertilizers be introduced.

In addition to all mentioned above, it should also be noted that in Armenia, the Ministry of Agriculture
is not the only state institution that contributes to agriculture and rural development. There are different
stakeholders outside of the control of the Ministry of Agriculture whose activities directly or indirectly
affect agriculture and rural development, including smallholders and family farms. Thus, it is very
important to increase and ensure synergy and coherence between policies and projects implemented in
particular by the Ministry of Agriculture, the Ministry of Territorial Administration and Development,
the Ministry of Economic Development and Investments, the Ministry of Education and Science, and
the Ministry of Labour and Social Affairs. It also is important to increase cooperation and collaboration
among the Ministry of Agriculture and the State Committee of the Real Estate Cadastre, the National
Statistical Service, and the State Water Committee under the Ministry of Energy Infrastructures and
Natural Resources. It is suggested that regular roundtables be organized and that other mechanisms be
used that will foster cooperation and the easy sharing of information.

IMPROVED FARM STRUCTURES

Improved farm structures will have multiple positive results, including reduction of abandoned lands,
increased agricultural productivity, increased competitiveness, and increased income from farming.
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In line with the FAO Policy Note on Land Abandonment, it is recommended that the regulatory
framework be improved through the introduction of a land consolidation instrument and that land
market development of both ownership and use rights be stimulated.

The introduction of land consolidation will reduce the structural problem of land fragmentation
on an ownership level through the reallocation of land parcels. The other suggested instrument, the
mediation of leases, will reduce land use fragmentation through the facilitation of the transfer of land
use rights from “passive landowners” to active farmers.

Taking into account the positive experience from the pilot project implemented by FAO during 2004-
2006, the State Committee of the Real Estate Cadastre, in cooperation with the Ministry of Agriculture,
can already now initiate the development of corresponding legislation. Once the legislation is in
place, it will be important to test the instruments in pilot projects before scaling up to a national
programme, in line with the Voluntary Guidelines on the Responsible Governance of Tenure (VGGT).
It is also important to develop specific measures to ensure women’s effective access to ownership and
control over land, in line with the VGGT, Sustainable Development Goal target 5.a, and article 14 of
the Convention on the Elimination of all forms of Discrimination Against Women. At the moment
of the finalization of this report, GIZ and FAO were exploring areas of collaboration to support the
Government of Armenia in this regard.

Collaboration between the Ministry of Agriculture and the SCREC will be essential for this
recommendation.

ENHANCEMENT OF EXTENSION SERVICES

Improved information, knowledge and skills dissemination to smallholders and family farmers is a key
for agricultural development. Enhancement of the existing extension service system is recommended,
both in quality and in quantity (coverage).

It is recommended that the Ministry of Agriculture’s Agricultural Development Foundation, which is
now facilitating the works of public advisory services, introduce new solutions for ensuring the high
coverage and efficiency of provided services, such as (a) establishment of mechanisms for knowledge
and technology transfer, including regularly updated websites and TV programmes, and publication
of brochures on cultivation and watering technologies of different crops; (b) facilitation of connectivity
between farmers’ needs and research through regular data collection from the field and enhanced
cooperation with scientific centres and research institutions; (c) a switch to practical on-field trainings
and technology transfer through the establishment of demonstration sites, in cooperation with the
scientific centres and higher educational institutions in different regions. The compulsory component
of follow-ups should be included in the latter, to help farmers with adaptation.

Mechanisms should be in place to ensure that the services provided by the extension services are
equally available for both men and women involved in farming. The involvement of young farmers
and the provision of separate trainings for them could become another important direction of work of
advisory services, as youth can more easily grasp knowledge and are more likely to take risks in terms
of implementing new production technologies and changing established practices.



CLIMATE CHANGE MITIGATION AND ADAPTATION

Investments in climate change mitigation and adaptation measures are highly recommended due to
observed consequences for agriculture in the country. The measures include investments in improved
water management and conservation technologies, including construction of water reservoirs,
reduction of conveyance losses, use of hail protection systems, use of improved soil management
practices, and increased application of renewable energy resources, especially in greenhouses. They
also include investing in applied research on farming adaptation measures for each agro-climatic zone
in the country, such as development of varieties and breeds more resilient to the specific impacts of
climate change expected in a given zone.

Taking into account that availability of irrigation water is one of the key constraints in the sector,
it is more specifically recommended that irrigation water be made available through transparent
procedures of the water users associations (WUAs), where these associations will ensure appropriate
cooperation with water users regarding on-time provision of water, as well as on measurement and
reporting of the volume of water use. In this regard, an important step would be to educate the water-
users about the work of WUAs, about the rights and obligations of the WUA representatives and water
users, and about the importance of the participation of WUA members in the management of the
associations. Awareness-raising activities on these topics can be included in the annual work plans of
public advisory services, and they can be organized by private advisory services.

In order to increase the efficiency of the WUAs, it is of a high priority to provide the member water
users with access to easy-to-use, reliable procedures for reporting cases of negligence or inaccuracies
during the provision of services by WUAs. In particular, it is recommended that the exemplary form
of the irrigation water supply agreement, established by Government of Armenia decree (GoA,
2002), be amended by including provisions on granting to water users the right to disagree with the
actual amount of supplied water reported by WUA representatives and by defining procedures for
alternative measurements of supplied water and conflict resolution. In addition, in order to increase
the understanding of water users about irrigation water supply and the liabilities of involved parties,
it is recommended that the format of the exemplary form of the irrigation water supply agreement be
changed to a simpler and easier-to-read format.

An important niche area for climate change mitigation is the promotion of green jobs, especially among
youth. These jobs support environmentally friendly enterprise development as an alternative to traditional
practices in agriculture and service provision. Green jobs include those that save energy, produce less
carbon emissions, or whose core business functions are specialized green products or services.

INVESTMENT SUPPORT

Increased mechanization, improved productivity, improved standards of production (including food
safety, hygiene and animal welfare), and increased competitiveness are important for agriculture in
Armenia. Investment support is recommended, specifically targeting smallholders and family farms,
small-scale agri-processors and agricultural service providers. Investment supportalso is recommended
for diversification into non-agricultural activities. The experiences of existing investment support
facilities should be considered, including donor investment support programmes (for example the
Organic Agriculture Support Initiative of the European Union/Austrian Development Agency), where
the applicants received specific support for starting or advancing their existing agribusinesses.
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Investment support can also be a tool for introducing national minimum standards in agriculture and
for formalizing the sector. Rural youth, women and marginalized groups should be encouraged to
apply for such support.

It is recommended that the Ministry of Agriculture initiate and administer such a support programme
and include it into its medium-term expenditure programme. The possibility of increasing the size
and coverage of the programme, through leveraging it with the help of international institutions and
development agencies working in Armenia, should be explored. In addition, it is suggested that the
possibility be studied of cooperation with the Ministry of Diaspora in attracting diaspora representatives
to fund some of these investment support programs.

REGIONAL SPECIALIZATION

After the break-up of planned economy and land privatization, farmers became responsible for
organizing their own production, and yet even now the production decisions of smallholders and
family farms are not economically justified, which translates to a low bargaining power, a high level of

income uncertainty and which risks their future spending and investment in agriculture.

In Karinj farms are mostly involved in animal
husbandry and fodder cultivation. An additional
sources of income are herbs and berries growing in
nearby forests.

Through a project implemented in Karinj by a local
agriculture support organization, aberry production
was offered to a family, which was involved in
potato growing for years. Berries were ideal for the
climatic conditions of Karinj and traditionally had
a high price, but were not been cultivated by locals.
However, for the family it was very risky replacing
potatoes - a stable source of food during a year, with
berries.

The approach undertaken by the organization that
involved practical, on-field consulting and a financial
responsibility of poor outcomes, helped the family
to make a decision. Nowadays, the family owns not
only an orchard of berries, but also a nursery. From
the sales of seedlings alone, the family has an income
of around AMD 2 million (USD 4 184) annually.

Pilot demonstration sites with high-value crops
suitable for the given climatic conditions would be
the best tool for technology transfer in the target
community, and they would be an assurance for
farmers to start production of high-value crops. (See
Annex 6.2.)

In line with consulting and education
support, a regional specialization in terms
of establishment of a list of agricultural
production and relevant production
technologies for different agro-climatic
zones would be essential for increasing
returns from farming and for increasing
the productivity of smallholders and
family farms. The comparative advantages
of certain agricultural practices - including
introduction of new varieties, breeds or
non-traditional crops in certain locations
— is unquestionable, and the intervention
of public bodies in the form of supporting
these kinds of practices (including the
provision of access to necessary inputs
and technologies, production techniques,
know-how and ongoing consulting on
treatment, pest control, watering and
harvesting during the transition stage) is
very important.

Regional specialization can be a
programme integrated into state policy,
and it should be developed by the Ministry
of Agriculture in close cooperation with
the Ministry of Territorial Administration
and Development and the Ministry of
Economic Development and Investments,



with the full involvement of research and development institutions and academia, to identify the most
optimal regional specialization by taking into account climatic risks and irrigation possibilities. This
could be paired with the activities mentioned above related to increasing resilience towards the expected
impact of climate change and by investing in climate change mitigation and adaptation measures.

Keeping in mind the importance of maintaining food security in the country and the risks associated
with specialization that is too narrow, the regional specialization, in this context, should not be seen
as a one-product specialization but rather as a tool (a) to redistribute the production of different
agricultural products among farmers in different regions, based on scientific justifications, and (b)
to increase the production potential of the country by improving the efficiency of use of its natural
production resources. In addition, the developed policy should focus on limited but diverse products
to ensure not only regional specialization but farm diversification options for the farmers as well.

Another possibility that the regional specialization could provide is creation of preconditions for
achieving institutional economies of scale.

INSURANCE

The possibilities of the gradual introduction of agricultural insurance should remain in the agricultural
development agenda of Armenia. It is suggested that several pilot projects be initiated on different
agricultural crop/animal sub-sectors in different regions in order to test the feasibility of the project
terms, assess participating farmers’ satisfaction, and, based on the results, design optimal insurance
terms and conditions for further introduction countrywide.

Around the time of the finalization of this report, the Government of Armenia announced that with
financial assistance and a budgetary support loan from the German development bank KfW, it is
going to implement an agriculture insurance pilot programme. For the success of the programme, it is
important to include components of farmer education and the raising of awareness about insurance, as
well as to test different options of insurance terms and insured events/products in different locations,
as suggested above.
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DIVERSIFICATION OF EMPLOYMENT OPPORTUNITIES

Agriculture is a major employer in Armenia. However, enlargement of farms and increased use of
mechanization may lead to reduction of employment in agriculture and a need for alternative jobs in
rural areas. Thus, rural development is inevitably connected to agricultural development, and the
development of both sectors should proceed in parallel. Moreover, there could be cases in which rural
and community development will foster a shift from economically non-viable and subsistence
agriculture to other opportunities that become available as a result of new developments.

Village Kalavan is a pioneer in rural economic
development in Armenia through employment
diversification.

In order to improve the economic situation
in the small village where the only income
sources were migrant earnings and agriculture,
representatives of local youth initiated a
promotion of adventure tourism. Soon the
village gained recognition among international
travellers, and nowadays it is experiencing an
economic boom.

Moreover, the inflow of people to Kalavan
also created an inflow of information and new

knowledge, which served as a source of new
ideas for smallholders in Kalavan for turning
agriculture into a profitable business, which it
had never before been in this community.

Another important impact of the initiative
is that the youth of the village are actively
involved in every new development taking
place. It became interesting for them to live
there and be responsible for their own futures.
(See Annex 6.2.)

FACILITATION OF COOPERATIVE STRUCTURES

It is recommended that the creation of non-
agricultural jobs be supported in rural areas,
including through attracting foreign direct
investments and/or through the establishment of
public-private partnerships in food, textile and
manufacturing industries. Investment support
is also recommended to newly established small
and medium-sized enterprises that will create a
certain number of off-farm jobs. In addressing
these challenges, it is crucial that interventions
are considered that target job creation for rural
youth, not only in agricultural production but
also in its associated value chains (packaging,
transport, storage, etc). A better variety of
employment opportunities would provide
youth with an anchor to stay in rural areas and
curb their need to migrate to urban areas or
further afar. Moreover, considerations for youth
agricultural cooperatives, or associations, can
also be deliberated. In this regard, cooperation
among the Ministry of Agriculture, the Ministry
of Territorial Administration and Development,
and the Ministry of Economic Development and
Investment, as well as with Business Armenia,® is
required. The role of youth can also be important
in creating jobs related to tourism, agritourism,
and promotion of social life, such as setting up
entertainment facilities in rural areas.

Although cooperative structures can provide many possibilities for farmers, especially for smallholders,
these structures are not very common among Armenian farmers. Moreover, taking into account the
current state of development of these organizations and the challenges they face, they are not expected

to grow if nothing changes in national legislation.

81 afoundation under the Government of Armenia for attracting investment



In order to promote cooperative structures among agricultural producers and to enhance their natural
development, it is recommended that amendments be made in the tax code and that it be harmonized
with the Law on Agricultural Cooperatives, in particular to reflect the concepts of cooperative surplus
and cooperative income that are included in the law. In addition, it is suggested that agricultural
cooperatives be provided benefits in the form of tax reduction or elimination, at least for the upcoming
ten years. Nowadays, when agricultural cooperatives are still grass-root-level organizations fighting
with internal self-determination and dealing with business orientation, the members of agricultural
cooperatives, because of the taxation of cooperatives, often face higher liabilities then individual
farmers. Yet, depending on the size and type of cooperative, the benefits received by members could be
negligible and not cover the higher liabilities. So, supporting cooperative formation and development
through reducing the tax burden is suggested.

At the same time, along with provision of benefits, a system of cooperative audits should be introduced,
ensuring that only pure cooperative structures work and that there are no fake cooperatives that are
formed to receive the tax benefits for which cooperatives will be eligible. The cooperation of the
Ministry of Agriculture and the State Tax Service is essential at this point. Training of Tax Service

representatives on cooperative principles and missions can increase the effectiveness of collaboration
in this field.

ADVANCING RURAL WOMEN'S ECONOMIC EMPOWERMENT

In line with the joint call for action published as a result of the FAO High-Level Conference on
Promoting socially inclusive rural development in Europe and Central Asia: Action for the 2030
agenda, as well as taking into account the obligations of the Armenian Government on implementing
its commitments in relation to Article 14 of the Convention on the Elimination of all forms of
Discrimination Against Women (CEDAW), on rural women, and the commitment of the country
on advancing on the Sustainable Development Goal framework, it is recommended that close
attention be paid to the problems of women in agriculture in Armenia. Advancing women’s economic
empowerment in agriculture and in rural areas is necessary not only for achieving human rights, but
also for more competitive and more sustainable agricultural production. Particular attention needs to
be paid on equal de facto access to ownership and control over land, on improved women’s access to
other agricultural resources, decision-making, information, finance, mobility and public services, and
on institutional capacity development on gender issues.

More specifically in this regard, it is recommended® that:

CEDAW recommendation No. 34 on the rights of rural women be used for all policy, programmatic
and project work coordinated by the Ministry of Agriculture;

stakeholders who represent the interests of women farmers and women living in rural areas be
included in the formulation of policies, national action plans and national strategies;

advocacy campaigns be designed and implemented in rural areas and in the national media to
establish a more accurate and positive depiction of the role and profile of rural women;

it be ensured that rural advisory services take a proactive approach to encourage women to benefit
from their services and to inform them about their rights;

62 Specificrecommendations presented under Advancing rural women’s economic empowerment are summarizing the ones reflected in the FAQ
publication Gender, agriculture and rural development in Armenia (FAO, 2017h)
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the availability of sex-disaggregated data be improved in the statistical reports and analysis of
the National Statistical Service, as well as in monitoring and evaluation reports prepared by the
Ministry of Agriculture and the State Committee of the Real Estate Cadastre; and

the number of kindergartens in rural areas be increased.

AGRICULTURE VALUE CHAIN FINANCING

Taking into account the challenges of smallholders in access to agricultural loans, and given the high
costs of agricultural financing, it is suggested that, in addition to the agricultural loan interest rate
subsidization programmes implemented by the Government of Armenia, agricultural value chain
financing programmes be initiated that target existing sectors with high export potential, such as
cheese, dried fruits, etc., or that focus on identification of a new prospective sector and work on the
development of a new value chain. This programme can strengthen smallholders by improving their
market integration and increasing their competitiveness, and it can contribute to regional development.

Value chain finance is both a set of financial instruments that are utilized to expand and improve
financial services to meet the needs of those involved in the value chain and a set of non-financial
support mechanisms such as improved knowledge, technical or marketing assistance, etc. (Miller and
Jones, 2010). The experience of FAO and the International Fund for Agricultural Development can
help to develop sustainable and high-impact agriculture value chain finance models in Armenia, which
further can be coordinated by the Ministry of Agriculture.

The involvement of local financial institutions in the scheme, especially those with long-term close
relationships with farmers, such as Farm Credit Armenia or CARD Agrocredit, will be an asset for the
programmes. The main implementor of the project can become a local non-governmental organization
working in rural development or the Agriculture Development Foundation under the Ministry of
Agriculture.

LINKING SOCIAL PROTECTION TO PRODUCTIVE ACTIVITIES

Social protection can support the most vulnerable farmers in increasing their productive capacity and
reducing poverty. Social protection, in the form of cash transfers or public works, can lift liquidity
constraints and support poor households in better managing risks, helping them be able to invest more
into their productive activities. This is particularly relevant, as one of the main reasons given by poor
households for not cultivating land in Armenia was the lack of resources. Furthermore, the poorest
households have comparatively less access to credit and loans (NSS, 2016e).

International experience compiled by FAO (Veras Soares et al., 2017) has shown that having access to a
regular cash transfer can support greater access to credit, increase investment in productive assets and
inputs, and more efficiently allocate labour between farm and non-farm activities. Thus, linking social
protection programmes in rural areas to agricultural/productive programmes can support increased
access to technology, knowledge, inputs and factors of production. Such linkages can help poor households
increase their agricultural production and income and move out of poverty and food insecurity.

Closer cooperation between the Ministry of Agriculture and the Ministry of Labour and Social
Affairs in terms of designing joint productive inclusion programmes can improve the situation. It



is recommended that the programmes specifically target poor family farms involved in government
monetary social assistance programmes and provide a safety against early withdrawal of beneficiary
families from those programmes, when such a withdrawal could put a family under the risk of returning
to poverty and food insecurity.

Other recommendations for consideration include:

The creation of a conducive environment for the development of micro-scale processors in terms
of facilitation of the regulatory framework.

The promotion of small- and medium-scale exporters as a tool for regulating short-term excess
of local production through information dissemination on export procedures and required
paperwork.

The promotion of forward contracts to be used by major processors through reduced tax burdens
and farmer payments done mandatorily through banks. This will not only increase the transparency
of the processing sector but will enable farmers to have registered financial inflows, providing
more security for the financial institutions to finance them.

Increased transparency of state support programmes and accountability of community level
implementers through online publication of regular reports on implementation status and
achievements for each state support programme on the websites of the communities. In addition
to this, through the engagement and support of the international donor community, it is
recommended that impact assessment mechanisms for the policies implemented in the sector be
introduced; this would highly increase the accountability and efficiency of state policies.

The financing of agriculture-related scientific research directed to the alleviation of farming
constraints through the state procurement mechanisms.

Bridging the inequalities between urban and rural living standards through the development
of social infrastructures in rural areas, such as kindergartens, community centres for youth and
the elderly, sports facilities, and art studios, as well as the rehabilitation of roads and transport
infrastructures.

Investing in agrifood information collection and management systems, which are key to facilitating
international trade and improving food safety and traceability.

Increasing the number of wholesale farmers” markets.
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Annex IR
] 6.1 Case studies

6.1.1 Raspberries in Ashotavan

1. THE PROBLEM DESCRIPTION

Access to knowledge and skills on modern cultivation technologies and possibilities is a big challenge
for smallholder family farms in Armenia. Moreover, if the information is available, not many will be
interested in its application because of various reasons, such as having limited resources to implement
whatever technology or method is being introduced, having no guarantee that there will be practical
and on-time consulting available to them during cultivation, and being uncertain about whether the
application of the novelty will be economically beneficial for them.

Ashotavan is a small community in Syunik marz (region) in the south of Armenia. It is 220 km from
the capital, Yerevan, and is situated on slopes of alpine mountains on an elevation of 1 750 m above sea
level. The main branch of agriculture here is animal husbandry, bee breeding and cultivation of cereal
crops. Because the community doesn’t have many irrigated lands, the fruits and vegetables, including
berries, are mainly grown in the yards of villagers and used for local consumption.

2. OBJECTIVES AND ACTIONS

In 2014, within the framework of World Vision’s Economic Development programme, the possibility
of expanding the cultivation of raspberries was noticed in the community. At that time, almost every
family had raspberry bushes growing in their yards, and the surplus of raspberries that were not used
in the households was successfully marketed to occasional buyers and served as a source of additional
income.

The approach used by World Vision’s Local Value Chain Development project incorporated (a) the
formation of groups, including building trust and cooperation among members; (b) the provision of
trainings on cost-effective agriculture and innovative cultivation methods of raspberries, based on
the trellis-wire system; (c) consulting on financial literacy, marketing and negotiations skills; and (d)
opportunities to meet and negotiate with customers.

Particular attention was given to the formation of a group. It took nearly a year to turn a group of
people into a team of cooperating producers, trusting each other and believing that standing united
would create value for them. Previous projects in the nearby communities involved the provision of
heavy assets, but after the end of those projects, the assets were not effectively used —either because the
group owning the asset was not able to organize a joint/shared use, or because the asset went under the
control of a few people from the group, while the rest didn’t feel ownership of it. So, the formation of a
group with its values, joint mission and rules of conduct was a priority this time.

Nowadays, as a result of the technical assistance, a group of ten women is active in Ashotavan.



3. RESULTS AND IMPACTS
Shortly after group-building and an extensive period of trainings, the group achieved important results.

The new methods of cultivation significantly improved the quality and more than doubled the quantity
of the raspberries produced in the community. Thanks to this and to the team attitude they adopted,
the group was able to negotiate a better price and build a continuous relationship with a processing
factory, which buys the produce right in the village. Currently, the price paid by the factory to the group
is around AMD 900 (USD 1.88) per kg of raspberry, instead of the AMD 600 (USD 1.26) received by
the farmers previously.

This success became a catalyst of change for Ashotavan and nearby communities. The raspberry
became a brand of the village, and now not only the families of the ten-person group are involved
in professional cultivation of raspberries, but many others are involved as well. Similar producer
groups were formed in Ashotavan and in its neighbouring four villages, and nowadays the group from
Ashotavan is coaching these new groups on how to organize a cost-efficient cultivation and how to deal
with the market. They even donate raspberry seedlings to those who want to start their own raspberry
farm.

According to World Vision, in 2016, 120 raspberry producers from Ashotavan and nearby communities
ensured around USD 50 000 additional income.

It is also worth mentioning that this good example not only showed to the villagers that there are
possibilities to get considerable returns from farming, but it also gave them hope that new and good
things can happen in a small village, with small efforts.

Since 2015, araspberry festival has been co-organized in Ashotavan by the raspberry producers’ groups.
The festival annually attracts many visitors from all over Armenia, and in 2017 was even included
in the Calendar of Armenian Festivals and Events prepared by the Smithsonian Institution. Another
success of the group is a EUR 30 000 grant received from the Organic Agriculture Support Initiative
project implemented by the Austrian Development Agency for the development of organic raspberry
production in the community.

4. LESSONS LEARNED, CONCLUSIONS AND RECOMMENDATIONS

The provision of market-driven impulses and practical, continuous training to local producers on skills
and knowledge required for the quality cultivation of demanded produce was a powerful tool used
during this project. Not less important was the ability to truly unite the members of the group and to
help them drop the individualistic mindset and instead act for the benefit of the group, ensuring for
them stable demand and high sales prices.

An important lesson was that without the provision of heavy assets, using instead only the development
of soft skills (e.g. negotiation skills and understanding of the market), it became possible to unite the
group and to ensure increased income as a result.

There is no doubt that after the end of the project the group and the value chain in which they have
become involved will continue to work and provide income for the farmers.
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5. CONTACTS/REFERENCES

https://www.facebook.com/VictoriaRaspberryGroup/

6.1.2 Challenges of cooperation and cooperative
legislation

1. THE PROBLEM DESCRIPTION

Armenia is a small, landlocked, mountainous country in the South Caucasus, with 68 percent of its
territory being agricultural land. It was a part of the former Soviet Union, where collective farms
and state farms were the main units responsible for agricultural production. After independence in
1991, a privatization policy was exercised, as a result of which peasants chose individual farming and
dissolution of state and collective farms.

Currently, there are more than 317 000 active family farms operating in Armenia, characterized by low
productivity, small production volumes and inconsistent quality, all of which result in low income due
to weak market positioning, weak sales and planning difficulties. These are problems that can be solved
through cooperative and other farmer organizations, yet at the same time these types of organizations
are not widespread.

2. OBJECTIVES AND ACTIONS

The problems associated with low levels of participation and formation of cooperative structures
are various, including low understanding of cooperative principles, legacy of socialistic past, and
legislative concerns. Before 2015, cooperatives in the agriculture sector were formed in accordance
with the Law on Consumer Cooperatives and Civil Code, where the relationships in the processes of
the formation, activity and dissolution of cooperatives were not regulated and were not in compliance
with internationally recognized concepts and principles of cooperatives.

So, to support the active formation of agricultural cooperatives and solve the issues arising from small-
scale farming, in 2015 - with the support of many organizations involved in the field, including FAO
— the Law on Agricultural Cooperatives was adopted. For the first time in Armenia, through this law,
the Government has taken on the obligations to assist in the creation and development of cooperatives
and to strengthen their economic viability.

3. RESULTS AND IMPACTS
The law was strongly welcomed and soon resulted in the establishment of agricultural cooperatives.
Yet, because of unharmonized tax legislation, the operation of agricultural cooperatives has been

hindered. In particular, cooperative surplus is not recognized by tax authorities. So, while a farmer
might not pay any taxes in the case of individual production and sales of agricultural produce, when



it comes to cooperative sales, 20 percent of value-added tax should be paid. As a result, most of the
cooperatives established under the Law on Agricultural Cooperatives have officially stopped their
operations.

4. LESSONS LEARNED, CONCLUSIONS AND RECOMMENDATIONS

Being that they are grass-roots organizations with small numbers of members, the economic gains
from cooperative operations are not expected to be big enough to cover tax expenses and at the same
time provide economic justification to members. Cooperatives are still in the process of establishment
and self-recognition, and thus they have many challenges, such as combating the socio-cultural
difficulties associated with group formation, operation and governance; search of partners and markets;
maintenance of member loyalty, etc.

Supportive and protective policy measures are keys for the development and strengthening of
cooperatives. Legislative reforms are an ongoing process, and legislation should respond to the needs
of current development challenges.

5. CONTACTS/REFERENCES

www.minagro.am

6.1.3 The dream of Kalavan

1. THE PROBLEM DESCRIPTION

The small village of Kalavan, with only 120 inhabitants, is situated in Geghrkunik marz (region), 140 km
from Yerevan and 110 km from its regional administration. Inhabitants are mostly former refugees
from Azerbaijan who came to the village after 1988. At that time, the village was bigger, with around
300 inhabitants. The main employment opportunities here were animal husbandry and vegetable
cultivation, both of which do not provide significant economic gain due to poor infrastructure for
accessing markets and to the small quantities of produce. The main income source are remittances of
migrant workers from the Russian Federation.

The village is 1 600 m above sea level and has Early Bronze Age necropolis and Stone Age (upper
Palaeolithic) open-air sites in the surroundings. There are two archaeological monuments — Kalavan
1, which dates back to the 14th millennium BCE, and Kalavan 2, which is more than 34 000 years old.

With its very poor infrastructure — destructed roads, no natural gas system, lack of a grocery shop, etc.
- the village was a place with no hope and no future, with most of the inhabitants having the intention
of eventually moving.
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2. OBJECTIVES AND ACTIONS

In 2013, a young man from Kalavan, Robert Ghukasyan, worried about the devastation of the
village, came up with the idea of turning all of the challenges and weak sides of the community into
opportunities and competitive advantages, to make Kalavan a place where people would want to live
and where people would have an opportunity to earn additional income from activities other than
agriculture.

The proximity of an archaeological site was a good opportunity for turning Kalavan into an attractive
adventure tourist destination, with minimal financial means and efforts. The first thing Robert did was
build a stone-age shelter, where visitors could experience the life of ancient humans, making fire on
their own, gathering food from forests, etc.

The cornerstone of the initiative was to use the available human potential of the village. According to
Robert, the highest value that the village has is the people, who despite not being well-educated, have
abundant knowledge, such as about the herbs growing in the nearby forests, about the animals living
there, and about the recipes of traditional local food. This information and skills, which are taken for
granted in the countryside, are not accessible to others, and thus the villagers are a true asset to the society.

It is also important to note that no financing was used in the initial stage, and no external support was
used.

3. RESULTS AND IMPACTS

In a very short time, the shelter of ancient humans in Kalavan became known, and during the first year,
it attracted 200 tourists. It was a real miracle for the “forgotten” village on the top of the mountains.
Gradually, the village became popular, and currently it is estimated that annually as many as 10 000
tourists visit the place. Villagers are actively involved in providing rides to and from the village on their
old Soviet cars, providing hiking tours that tell about the herbs growing in the forests, or organizing
bird-watching events. Others have turned their houses into guest houses.

The development of tourism in a devasted village not only was a source of off-farm jobs, but it also was
a source of important social change - it became attractive to be from Kalavan, and nowadays, people no
more think about leaving the village. Moreover, Robert’s initiative inspired many successful individuals
from the city to buy houses in Kalavan and to have their input in the development of the community.

The inflow of people to Kalavan also created an inflow of information and new knowledge. Because
of economic hardships and difficulties of sales, smallholders were using agro-chemicals only in rare
cases, so smallholders learned about the opportunity to turn their farming into organic farming. With
a little technical support for writing project proposals, nowadays three grant projects financed by the
Organic Agriculture Support Initiative of the Austrian Development Agency are implemented in the
community. With this support, the villagers of Kalavan have a dream and vision to turn the community
into an eco-village and certify all the lands as suitable for organic farming.

Another important impact of the initiative is that the youth of the village are actively involved in every
new development taking place. It became interesting for them to live there and be responsible for their
own futures.



4. LESSONS LEARNED, CONCLUSIONS AND RECOMMENDATIONS

The initiative, which was taken with the aim of improving the economic situation of the village and
to create earnings that agriculture was not able to provide, in its turn created opportunities for the
development of agriculture. The communication and information exchanges intensified as a result
of tourist flows, which were a source of new ideas for the smallholders for turning agriculture into a
profitable business, which it had never before been in this community.

The success of the village attracted the attention of many officials, including the prime minister Karen
Karapetyan (2016-2018), who urged other communities to learn from this example and recommended
that local authorities fully support the village. At the same time, the people of Kalavan are very cautious
and don’t want a big business to come to their community.

5. CONTACTS /REFERENCES

https://www.facebook.com/time.landfund/

robert_80kal@yahoo.com

6.1.4 Farm consolidation

1. THE PROBLEM DESCRIPTION

Small-scale farming comes with many constraints in terms of effective farm management and the
availability of production resources and technologies. These, in turn, hinder increases in productivity
and efficiency.

With the average landholding in Armenia 1.48 ha, another major problem that smallholders face is
land fragmentation. According to the 2014 agricultural census, each household, on average, has three
parcels of land, and according to some estimates these can be up to 15 km from each other. Moreover,
around one-third of family farms have more than six land parcels. At the same time, 33 percent of the
arable land belonging to family farms and commercial organizations is not cultivated.

These are the results of ineffective land reform, which was based on principles of fairness and social
justice, meaning that each household equally received a parcel of each category of land that was
available in the village during privatization.

2. OBJECTIVES AND ACTIONS

Since the beginning of the 2000s, the Government has recognized the issue, and from time to time
different measures are undertaken to address the issue of land fragmentation. Among these, the

following are of particular importance:

“Preparation and Implementation of Land Consolidation and Improved Land Management Schemes,”
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pilot project from FAO that was implemented by SCREC; and

Concept Paper and its Action Plan on Consolidation of Peasant Farms in RA, adopted by the
Government of Armenia in 2011.

The FAO pilot project was launched in 2004 and included the community of Nor Erznka in Kotayk
marz (region), where 60 percent of the community landowners took part in the project on a voluntary
basis. The project was implemented over two years, and the following mechanisms were used to
reduce fragmentation: the exchange, purchase, sale or donation of land parcels between landowners;
the exchange of private land with community land; and the purchase or lease of community land
bordering the private land.

The concept paper highlights three main directions of land consolidation: (1) simple consolidation
through sale, exchange, rent, etc., which is nearly the same as what was done by the pilot project;
(2) a comprehensive consolidation, which implies the redistribution of land; and (3) a consolidation
through agricultural cooperatives.

3. RESULTS AND IMPACTS

The results of both initiatives are quite different. As a result of the FAO pilot project, 162 land parcels
from 92 owners were consolidated into 67 parcels, reducing the average number of parcels owned by
each landholder in the community from three to two and increasing the average farm size from 1.25 ha
to 2.5 ha. The average area of a parcel increased from 0.47 ha to 1.25 ha.

At the same time, the concept paper’s impact has been limited. The activities included in the action plan
of the paper have not been fully implemented; most importantly, the Strategy of Farm Consolidation
envisioned by the concept paper is still not in place.

The only direction in which progress was achieved is increased support to the formation and
development of agricultural cooperatives; however, taking into account the existing issues discussed in
case on cooperatives, this will likely not have a considerable result.

4. LESSONS LEARNED, CONCLUSIONS AND RECOMMENDATIONS

Though the pilot project on land consolidation ensured positive results, and though the Government
adopted the Concept paper and referred to the FAO pilot project calling for its implementation, as of
now it has not been replicated in any other communities. No certain reasons for this are known, and
the only explanation can be the fact that the financing of the agricultural sector is lacking. Since 2012,
only around 2 percent of total state budget spending was directed towards the agricultural sector,
including the fishery and forestry sectors.

The consolidation of farms and parcels owned by family farms is not an easy task; it will require a
lot of community-level work with family farms, including practical consulting on the opportunities
provided by farming on an enlarged plot, as well as administrative and financial resources to ensure
efficient matching of lands, accurate measurements and preparation of legal documentation. However,
its positive returns will be improved productivity and specialization, and as a result, better organization



of farm operations and improved farm earnings.

Given the current state of economic development of Armenia, the high rate of migration and the few
off-farm job opportunities, it is essential to implement consolidation in a way that reduces to minimal
the number of family farms that will completely leave agricultural production.

Both the pilot project and the policy paper are good tools that, with a little adaptation to the changed
realities, could bring positive results.

5. CONTACTS/REFERENCES

n/a
6.1.5 Joint advocacy for rural development

THE PROBLEM DESCRIPTION

Agriculture is considered the priority sector for the development of Armenia, as it provides employment
to almost one-third of the employed population and one-fifth of the total labour resources of the
country. Over the past ten years (2005-2015), agriculture comprised around 20 percent of the national
gross domestic product and usually had a significant contribution to its growth. As 0of 2016, 1.09 million
people, around one-third of the Armenian population, were rural dwellers, and 68 percent of the jobs
available to them were agricultural.

Yet, mechanisms were absent for voicing concerns and problems existing on a grassroots level and
for including them in policy-makers’ agendas, as well as for ensuring public accountability for any
activities that are carried out.

OBJECTIVES AND ACTIONS

As a response to the above-mentioned issues, as well as for joint problem-solving in the agricultural
sector, in 2011 a volunteer multi-stakeholder platform called the Agricultural Alliance of Armenia
(AAA) was established. It unites 17 local and international organizations, including educational,
consulting, credit organizations and development civil society organizations working in the field of
agriculture and rural development.

Through regular monthly meetings, platform members share the needs, development constraints and
challenges of the farmers/communities they work with. Through joint activities and projects, they
work on solutions. The role of the AAA is important in terms of providing links between the problems
in the field and the policies of the state.

RESULTS AND IMPACTS
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In2013,amemorandum of understanding was signed between the AA A and the Ministry of Agriculture,
which considerably increased the contribution of AAA to the alleviation of agricultural problems
through participating in a policy dialogue with the Ministry of Agriculture. For instance, AAA was
involved in working for the development of the Rural and Agricultural Strategy 2015-2025. Another
highlight of the AAAs work was the change in the agricultural credit-issuing mechanism, where an
announcement published by the AAA provoked an important change, and now it is obligatory for the
creditor to declare the actual interest rate of the loan.

In 2017, taking into account the appointment of new minister, the Ministry of Agriculture and AAA
signed a new memorandum of understanding to restate their cooperation. According to the preliminary
agreement, AAA will be involved in the monitoring and impact assessment of some Ministry of
Agriculture projects. In addition, a joint working group will be created to research the legislative field
of agriculture and submit proposals for improvement.

LESSONS LEARNED, CONCLUSIONS AND RECOMMENDATIONS

The AAA was initiated by Oxfam in Armenia in the framework of one of Oxfam’s projects. Most of the
activities were financed by Oxfam. In the beginning, it was hard to break the prejudice that the alliance
belongs to Oxfam and other members were not ready to take their part of the leadership.

However, as time passed, members learned to use the platform for following their organizational
mission and objectives and were ready to contribute to its sustainability, including financially. So
nowadays, with the closeout of the Oxfam in Armenia office, the AAA continues its operations.

The functionality of the platform is ensured by its structure — a permanent coordinator, who ensures
information flow and follow-up, and three co-chairs, who rotate their roles on a set basis.

At the same time, it should be noted, that Agricultural Alliance is not a fully representative body for all

family farms in Armenia and the activities of the Alliance are scoped by the organizational interests of
its members and their geography of work.

CONTACTS/REFERENCES

Lilit Kochinyan, agroalliancearm@gmail.com



6.1.6 Challenges of introduction of high-value crops

1. THE PROBLEM DESCRIPTION

Karinj is a village in Lori marz (region) of Armenia with around 600 inhabitants. It is situated at the
foot of Chatindagh mountain at the elevation of 1 230 m above sea level. Winters are cold and summers
are mild. The distance of the village from the capital, Yerevan, is 164 km.

The population is mostly involved in animal husbandry and cultivation of fodder, while vegetables
and fruits are cultivated in backyards and are mainly used for household consumption. An additional
source of income for families in Karinj are the herbs and berries growing in nearby forests.

2. OBJECTIVES AND ACTIONS

It was in 2010 when Green Lane, a local agricultural assistance organization, was implementing a
project in the Lori region. The project objectives were to introduce high-value crops to subsistence-
farming, low-income families and thus provide them opportunities for higher incomes. One of the
beneficiary communities was Karinj, where the Harutyunyan family was selected to work with.

The introduced high-value crops were different berries - blackberries, raspberries, etc. These crops
were ideal for the climatic conditions of Karinj, and they were traditionally high priced in the local
market. Some of the varieties even had improved characteristics, such as thorn-less blackberry.

Yet, the family was hesitating. For years, they had been growing potatoes, a stable source of food during
the whole season. Replacing them with berries was an enormous risk for them. The approach used by
Green Lane was to make a deal with the family that if they planted berries but didn't receive at least a
similar income as they would have expected from potatoes, the organization would cover their losses.

The family agreed. For several months Green Lane consultants were providing continuous on-farm
practical and theoretical consulting to Harutyunyans on the specifics of berry cultivation in their
region. And soon the family could enjoy the high-quality harvest of berries from their own field.

3. RESULTS AND IMPACTS
Nowadays, the Harutyunyans own not only an orchard of berries, but also a nursery. From the sales of
seedlings alone, the family has an income of around AMD 2 million (USD 4 184) annually, which is a

considerable amount for Armenia.

Moreover, the farm in Karinj is now a partner of Green Lane and supplies high-quality rootstocks for
other projects implemented by the organization.



Annex

4. LESSONS LEARNED, CONCLUSIONS AND RECOMMENDATIONS

Every case of the provision of assets should be accompanied with targeted consulting, where a
consultant can be ready to take the responsibility of poor outcomes. This approach would make it
easier for the smallholder to trust the consultant to make a positive change and be fully devoted to the
new endeavour. Practical consulting in each stage of production is critical for the cases when a change
of production specialization is the goal.

Pilot demonstration sites with high-value crops suitable for the given climatic conditions would be the
best tool for technology transfer in the target community, and they would be an assurance for farmers
to start production of high-value crops.

5. CONTACTS/REFERENCE

Www.greenlane.am



J 6.2 Tables

Table A1.1 Family farms by region and types of agricultural activities

Distribution of rural
population in Armenia

Family farms

Total number of farms, including of which: Total number of holdings engaged in of which: Distribution of
those who w.ere mifsing from the Farms with agricultural land, agl.'icsllture, excluding thos.e .that szre Only land Only cattle- Mixed missing fanPin
community during the census excluding those that were engaged missing from the communities during cultivation  breeding and/or agricultural farms by region

only in cattle-breeding and/or fish the census poultry breeding activities

farming and/or processing

Total number 1095000 360611 345875 317 346 134490 11951 170905
within total number 100 96 88 37 3 47 12

In to unit 100 100 100 42 4 54

of which:
Aragatsotn 9 31795 9 30919 9 28 687 9 12810 699 15178 10
Ararat 17 49116 14 48024 14 44736 14 18999 989 24748 9
Armavir 17 41960 12 39491 1 39046 12 17 471 2,352 19223 7
Gegharkunik 15 53639 15 53356 15 45501 14 16677 207 28617 15
Lori 9 37 646 10 35712 10 30619 10 11087 1,611 17921 19
Kotayk 1 37764 10 36211 10 3401 " 18175 1,292 14 544 10
Shirak 9 31695 9 30926 9 27 620 9 10555 669 16396 13
Syunik 4 21361 6 20251 6 19989 6 9369 727 9893 6
Vayots Dzor 3 10384 3 9969 3 8932 3 2114 379 6439 14
Tavush 7 35978 10 33755 10 28932 9 10843 1,345 16744 20
Yerevan 9273 3 7262 2 9273 3 6390 1,681 1202 0
NOTE: <?> IN ORDER TO PROVIDE COMPARABILITY WITH CENSUS DATA, THE NUMBER OF THE RURAL POPULATION AS OF 1 0CTOBER 2014 IS CONSIDERED HERE.

SOURCES: NSS, 2016A, NSS, 2014



Annex 1N

A1.2. Family farms and holdings by region

Up to 0.5 ha From 0.5 to 1 ha From1to2ha From2to3 ha From3to5ha 5 ha and more Family farms
unit ha unit ha Unit ha unit ha unit ha unit ha Total Total
farms lands

Republic of Armenia, total 144 299 24134 61971 51054 69878 106 767 31217 79860 22 295 89451 16214 161735 345 875 513000
of which:

Aragatsotn 8763 2259 6100 5077 7102 11456 3672 9899 2925 12062 2358 20726 30919 61479
Ararat 27687 6009 13572 10268 4633 6841 1018 2734 700 3138 413 5505 48024 34496
Armavir 16531 3506 10022 9246 8684 14461 2282 7616 1289 8096 682 14022 39491 56 947
Gegharkunik 15007 2413 8404 6525 15897 23317 7091 17014 4520 16 443 2437 24521 53356 90233
Lori 14651 1873 4567 3937 7330 11684 3999 10411 2791 10716 2375 21210 35712 59831
Kotayk 18941 2900 6057 5857 5925 9804 2834 7538 1570 6748 884 10996 36211 43 843
Shirak 7658 1258 3610 2985 7213 11074 4686 11336 3918 14792 3842 36979 30926 78424
Syunik 9510 815 1122 819 2699 3870 2001 4972 257 10187 2348 20084 20251 40747
Vayots Dzor 3636 1023 2116 1827 1633 2692 1004 2660 974 3881 604 54438 9969 17531
Tavush 14795 1848 6 262 4430 8762 11564 2627 5674 1037 3388 271 2243 33755 29147
Yerevan 7120 230 137 83 2 2 3 7 0 0 0 0 7262 322

NSS, 2016A (DATA AS OF NOVEMBER 2014)



A1.3. Agricultural specialization by region among family farms

Republic of of which:

Armenia, total Aragatsotn  Ararat Armavir  Gegharkunik Lori  Kotayk Shirak  Syunik  Vayots Dzor Tavush  Yerevan
Total area of crops, ha 250515 31856 17037 29960 49644 20084 10714 50485 24017 4661 12 045 13
of which:
Grain crops, total 137952 17910 5826 6782 31379 8759 7747 33795 15658 2097 7 997 2
of which:
winter wheat 80115 7060 4776 5838 15969 6980 3408 19600 9860 923 5701 1
spring barley 40603 9972 554 388 12194 1075 1291 12146 2005 748 231 0
Leguminous crops, total 858 3 21 72 28 69 89 15 228 12 320 0
Potato, total 21527 1257 490 978 9179 3844 408 3343 736 79 1213 0
Vegetable crops, total 16 319 293 4080 7021 965 841 458 1332 388 173 761 6
of which tomato: 3510 39 1623 1552 21 29 46 28 38 30 101 2
Melon crops, total 4215 107 984 3076 0 0 0 0 0 2 45 0
Industrial crops, total 2396 25 234 1181 0 169 13 42 0 15 716 0
of which:
tobacco 253 0 66 20 0 1 0 0 0 1 164 0
sunflower (oil and confectionery) 1933 4 133 1070 0 159 0 1 0 14 551 0
Forage crops, total 66 026 12227 5047 10067 8091 6395 1980 11953 7005 2280 979 1
Zlg :f‘g’;sf;cfgf a’ 7 GRS TS e 134 32 45 18 1 5 15 4 1 1 10 2
Greenhouses 1,089 3 311 764 1 1 3 1 0 1 4 1
of which vegetable crops: 976 1 231 736 0 0 2 0 0 1 3 1
Total area of all types of fallows, ha 12524 2110 44 47 1559 66 873 6764 1 302 37 0
Total area of perennial plantings, ha 42 456 5779 10233 12788 879 1082 4603 475 1391 2289 2690 246
of which:
orchard (without nursery), total: 27765 4109 5816 7 004 872 990 4150 467 1326 1479 1358 192
of which:
apricot 9293 1379 2793 3743 10 5 809 7 25 430 4 87
apple 7589 1903 759 327 448 3N 2300 276 584 449 202 30
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Republic of of which:

Armenia, total Aragatsotn  Ararat  Armavir  Gegharkunik Lori  Kotayk Shirak  Syunik  Vayots Dzor Tavush  Yerevan
fruit nursery, total 107 15 58 22 0 0 6 0 1 1 2 0
berry field, total 397 135 50 113 5 15 42 8 4 3 18 6
vineyard (without nursery), total 14138 1517 4302 5626 2 77 390 0 59 805 1311 48
grapevine nursery, total 49 3 7 22 0 0 15 0 0 1 1 0
ornamental tree nurseries, total 15 0 1 10 0 0 1 0 0 1 2 0
Total head of cattle, number 757612 94869 53742 65434 138230 86125 61686 119478 67737 25793 40012 4506
of which cows: 343135 43773 21662 23338 68011 41242 27662 53204 32160 10725 17789 3569
Total head of buffalos, number 604 19 54 151 62 1 2 17 0 3 294 1
Total head of pigs, number 160 923 14113 23528 24725 17746 14762 14919 14639 12806 1939 19724 2022
Total head of sheep, number 789 705 106986 104083 101719 130275 37150 41917 96674 128372 18537 16 832 7160
Total head of goats, number 34866 4262 4628 850 3473 2485 3811 4032 3513 5933 1796 83
Total head of horses, number 8894 277 369 113 1134 2195 432 376 2086 416 1491
Total head of donkeys, number 1769 134 99 101 176 245 60 97 301 97 457
Total head of mules, number 122 9 6 2 32 20 7 0 30 6 10
Total number of rabbits, number 51137 1525 5919 5811 3042 7408 7390 4363 3824 3329 7651 875
Total number of poultry, number 2730686 205444 438888 418320 405536 223216 213470 265319 161981 88076 278906 31530
Total head of fur-bearing animals, number 67 0 10 22 20 0 0 0 0 0 0 15
Total number of beehives, number 161901 9643 7690 7442 25174 16859 15991 13192 31108 18459 15251 1092

NSS, 2016A



A1.4. Average annual labour resources and agricultural employment in Armenia in 2014-2015, thousands of people

Labour resources Employed persons Employed in agriculture % of employed in agriculture of % of employed in agriculture of
labour resources total employed

2014 2015 2014 2015 2014 2015 2014 2015 2014 2015
Total 2180.2 2106.6 1133.5 1072.6 394.8 379 18% 18% 34.8% 35.3%
Yerevan 705.1 684.7 308.8 293.8 2.7 0.7 0% 0% 0.9% 0.2%
Aragatsotn 95.6 87 64.2 51.4 21.7 21 29% 24% 43.1% 40.9%
Ararat 151.5 184.7 102.9 117.5 48 61.7 32% 33% 46.6% 52.5%
Armavir 194.7 209.7 115.9 1284 69.3 85.4 36% 41% 59.8% 66.5%
Gegharkunik 159.2 140.7 91.5 76.1 60.4 452 38% 32% 66.0% 59.4%
Lori 208.4 195.1 1145 96.7 56.6 414 27% 21% 49.4% 42.8%
Kotayk 210.9 201.6 96 96.2 19.8 26.6 9% 13% 20.6% 27.7%
Shirak 227 190.6 103.5 86.6 50.6 441 22% 23% 48.9% 50.9%
Syunik 92.4 80.6 54.1 46.4 19.6 15.6 21% 19% 36.2% 33.6%
Vayots Dzor 36.5 35 23.5 23.8 9.9 10.4 27% 30% 42.1% 43.7%
Tavush 98.9 96.9 58.7 55.7 30 26.8 30% 28% 51.1% 48.1%
Men 956.7 940.2 589.4 562.3 174.6 174.6 18% 19% 29.6% 31.1%
Women 12234 1166.5 544.1 510.4 220.1 204.3 18% 18% 40.5% 40.0%

NSS (2016D)



A1.5. Volume of output for the main agricultural products by family farms and commercial organizations, 2005-2015, thousands of tons

Annex 1N

Category 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Production of main types of plant-growing output in Armenia

Grains and leguminous 396.2 21255 452.5 4154 3749 326.4 440.7 456.1 548.8 590.6 637.9
Potatoes 564.2 539.5 583.9 648.6 593.6 482 557.3 647.2 660.5 733.2 764.5
Vegetables 663.8 780 8453 8253 819.8 707.6 781.1 849 876 954.6 1031.5
Water melons 117.8 134.9 206.3 182.2 216.1 1325 180.9 205.1 208.1 2458 286.8
Fruit and berries 315.6 286 260.2 317.8 3322 128.5 239.4 3317 338.1 291 386.5
Grape 164.4 201.4 218.9 185.8 208.6 2229 229.6 2414 240.8 261.3 309.2
Production of main types of animal husbandry in Armenia

Meat 56 66.8 69.7 70.9 70.7 69.5 7.7 73.9 83.4 93.1 100.4
beef and veal 34.4 404 43.3 49.3 49.6 48 48.2 47.6 536 59 63.6
mutton and goat 7.6 7.2 7.3 7.4 8.9 8.2 8.4 8.5 9 9.1 9.8
pork 9.4 14.1 13.3 7.5 7.2 7.9 9.4 9.5 12.6 16.2 17.5
poultry 4.6 5.1 58 6.7 5 54 57 8.3 82 8.8 9.5
Milk 594.6 620 641.2 661.9 615.7 600.9 601.5 618.2 657 700.4 728.6
Eggs 518.2 463.7 5254 576.1 630.1 702.2 633.6 658.1 615.2 641.8 659.8
Wool 1306 1222 1277 1332 1307 1188 1230 1280 1426 1477 1571
Production of main types of plant-growing output by family farms

Grains and leguminous 393.2 210.6 450.5 4134 373 3253 438.8 454 546.4 588.1 634.4
% within total grains and lequminous 99.2% 99.1% 99.6% 99.5% 99.5% 99.7% 99.6% 99.5% 99.6% 99.6% 99.5%
Potatoes 561.8 538.9 573 630.8 591.8 481.5 556.5 646 657.8 730.3 762.2
% within total potatoes 99.6% 99.9% 98.1% 97.3% 99.7% 99.9% 99.9% 99.8% 99.6% 99.6% 99.7%
Vegetables 663.5 780 844.8 824.8 818.2 707 786.4 847.7 875.2 953.3 1025.8
% within total vegetables 100.0% 100.0% 99.9% 99.9% 99.8% 99.9% 99.9% 99.8% 99.9% 99.9% 99.4%
Watermelons 117.8 134.9 205.7 180.2 210.8 1323 180.6 204.9 208 2458 286.7
% within total watermelons 100.0% 100.0% 99.7% 98.9% 97.5% 99.8% 99.8% 99.9% 100.0% 100.0% 100.0%
Fruit and berries 315.4 285.9 260.1 317.7 3319 128.4 239.4 3315 3375 290.8 385.4
% within total fruit and berries 99.9% 100.0% 100.0% 100.0% 99.9% 99.9% 100.0% 99.9% 99.8% 99.9% 99.7%



Category 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Grapes 164.3 201.4 218.9 185.7 208 219.4 228 240.8 236.7 258.6 306.2
% within total grapes 99.9% 100.0% 100.0% 99.9% 99.7% 98.4% 99.3% 99.8% 98.3% 99.0% 99.0%
Production of main types of animal hushbandry output by family farms

Meat 52 63.5 64.4 65.1 66.4 65.2 66.2 67.2 71.5 85.8 93.5
9% within total meat 92.9% 95.1% 92.4% 91.8% 93.9% 93.8% 92.3% 90.9% 92.9% 92.2% 93.1%
beef and veal 34.2 40.3 43 49.2 49.4 47.9 47.8 47.5 53.4 58.9 63.5
% within total beef and veal 99.4% 99.8% 99.3% 99.8% 99.6% 99.8% 99.2% 99.8% 99.6% 99.8% 99.8%
mutton and goat 7.6 7.2 7.2 7.4 8.9 8.2 8.1 8.4 9 9.1 9.8
% within total mutton and goat 100.0% 100.0% 98.6% 100.0% 100.0% 100.0% 96.4% 98.8% 100.0% 100.0% 100.0%
pork 9.3 14 13.2 74 7 7.8 9.1 9.3 125 15.9 17.2
9% within total pork 98.9% 99.3% 99.2% 98.7% 97.2% 98.7% 96.8% 97.9% 99.2% 98.1% 98.3%
poultry 0.9 2 1 1.1 1.1 13 1.2 2 2.6 1.9 3
% within total poultry 19.6% 39.2% 17.2% 16.4% 22.0% 24.1% 21.1% 24.1% 31.7% 21.6% 31.6%
Milk 591.4 616.7 638.3 658.7 611.4 597.3 597.9 614.7 652.9 695.1 723
% within total milk 99.5% 99.5% 99.5% 99.5% 99.3% 99.4% 99.4% 99.4% 99.4% 99.2% 99.2%
Eggs 282 245.6 297.4 3425 369.6 477 390.5 383.7 402.6 4377 463.8
% within total eggs 54.4% 53.0% 56.6% 59.5% 58.7% 59.5% 61.6% 58.3% 65.4% 68.2% 70.3%
Wool 1299 1215 1273 1329 1301 1183 1223 1272 1420 1471 1565
% within total wool 99.5% 99.4% 99.7% 99.8% 99.5% 99.6% 99.4% 99.4% 99.6% 99.6% 99.6%
Production of main types of plant-growing output by commercial organizations

Grains and leguminous 3 1.9 2 2 1.9 1.1 1.9 2.1 24 2.5 3.5
% within total grains and lequminous 0.8% 0.9% 0.4% 0.5% 0.5% 0.3% 0.4% 0.5% 0.4% 0.4% 0.5%
Potatoes 24 0.6 10.9 17.8 1.8 0.5 0.8 1.2 2.7 2.9 23
% within total potatoes 0.4% 0.1% 1.9% 2.7% 0.3% 0.1% 0.1% 0.2% 0.4% 0.4% 0.3%
Vegetables 0.3 0 0.5 0.5 1.6 0.6 0.7 13 0.8 13 5.7
% within total vegetables 0.0% 0.0% 0.1% 0.1% 0.2% 0.1% 0.1% 0.2% 0.1% 0.1% 0.6%
Watermelons 0 0 0.6 2 53 0.2 0.3 0.2 0.1 0 0.1
% within total watermelons 0.0% 0.0% 0.3% 1.1% 2.5% 0.2% 0.2% 0.1% 0.0% 0.0% 0.0%
Fruit and berries 0.2 0.1 0.1 0.1 0.3 0.1 0 0.2 0.6 0.2 1.1



Annex 1N

Category 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
% within total fruit and berries 0.1% 0.0% 0.0% 0.0% 0.1% 0.1% 0.0% 0.1% 0.2% 0.1% 0.3%
Grapes 0.1 0 0.1 0.6 35 1.6 0.6 4.1 2.7 3
% within total grapes 0.1% 0.0% 0.0% 0.1% 0.3% 1.6% 0.7% 0.2% 1.7% 1.0% 1.0%
Production of main types of animal hushandry output by commercial organizations

Meat 4 33 53 5.8 43 43 55 6.7 5.9 73 6.9
9% within total meat 7.1% 4.9% 7.6% 8.2% 6.1% 6.2% 7.7% 9.1% 7.1% 7.8% 6.9%
beef and veal 0.2 0.1 0.3 0.1 0.2 0.1 0.4 0.1 0.2 0.1 0.1
% within total beef and veal 0.6% 0.2% 0.7% 0.2% 0.4% 0.2% 0.8% 0.2% 0.4% 0.2% 0.2%
mutton and goat 0.1 0.3 0.1 0 0 0
% within total mutton and goat 0.0% 0.0% 1.4% 0.0% 0.0% 0.0% 3.6% 1.2% 0.0% 0.0% 0.0%
pork 0.1 0.1 0.1 0.1 0.2 0.1 0.3 0.2 0.1 0.3 03
% within total pork 1.1% 0.7% 0.8% 1.3% 2.8% 1.3% 3.2% 2.1% 0.8% 1.9% 1.7%
poultry 3.7 3.1 48 5.6 3.9 4.1 4.5 6.3 5.6 6.9 6.5
9% within total poultry 80.4% 60.8% 82.8% 83.6% 78.0% 75.9% 78.9% 75.9% 68.3% 78.4% 68.4%
Milk 3.2 33 2.9 3.2 43 3.6 3.6 35 4.1 53 5.6
% within total milk 0.5% 0.5% 0.5% 0.5% 0.7% 0.6% 0.6% 0.6% 0.6% 0.8% 0.8%
Eqgs 236.2 218.1 228 233.6 260.5 284.5 243.1 274.4 212.6 204.1 196
9% within total eggs 45.6% 47.0% 43.4% 40.5% 41.3% 40.5% 38.4% 41.7% 34.6% 31.8% 29.7%
Wool 7 7 4 3 6 5 7 8 6 6 6
% within total wool 0.5% 0.6% 0.3% 0.2% 0.5% 0.4% 0.6% 0.6% 0.4% 0.4% 0.4%

NSS, YEARBOOKS 2016, 2011, 2006



Smallholders and family farms in Armenia

Figure A1.1. Production of eggs by family farms and commercial organizations, millions of pieces
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Figure A1.2. Production of poultry meat by family farms and commercial organizations, thousands of tons
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Annex 1N

A1.6. Export statistics of Armenia for 2005-2015 and subdivisions of exported agrifood goods according to SITC (Rev 4) categories

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
v v wvi i v v wvi i v v wvi
= (=] = (=] = [=] = [=] = (=] = (=] = (=] = [=] = (= = a = a
2 3 2 3 2 3 = 3 2 3 2 3 2 3 = 3 2 3 2 3 2 3
= £ = £ = £ = £ = £ = £ = £ = £ = £ = £ = £
o £ o E o E o £ o £ o E o E o £ o £ o E o E
£ o £ o £ o £ o £ o £ o £ o £ o £ o £ o £ o
- = ] = = = = = - = ] = = = = = - = ] = = =
© [ © [ © [ © [ © [ © [ © [ © [ © [ © [ © [
> > > > > > > > > > > > > > > > > > > > > >
Total exports 7104 9739 767.7 985.1 991.3 11523 8419 1057.2 527.1 7102  587.6 1041.1 756.7 13343 830.4 1380.2 7725 14787 6314 15473 7919 14853

Total without trade of physical - coc / gcn 6 7533 9652 9786 11212 8255 10432 5100 6963 573.6 10217 7436 13114 8185 13677 7409 14515 5933 15225 7770 14753

persons

Agrifood exports 540 1123 623 1156 760 1690 843 191 631 1264 728 1563 886 2229 1248 3132 1551 3890 1405 4097 1833 4305
% within total exports 8%  12% 8% 1% 8% 1%  10%  19%  12%  18%  12%  15%  12%  17% 1%  23%  20%  26% 2%  26%  23%  29%
of which

(Lj'l“’f;:r:rggls other than animals of 00 00 00 04 01 07 02 11 33 43 04 09 01 05 12 46 18 50 16 33 23 46
Meat and meat preparation 0.8 1.0 1.5 2.1 1.7 3.1 0.9 2.0 0.5 1.2 0.4 1.1 0.3 1.2 0.7 29 0.5 2.8 1.0 47 1.0 45
Dairy products and birds'eggs 34 % 26 09 19 09 27 08 19 08 23 06 25 12 32 22 76 26 91 94 242

Fish (not marine mammals),
crustaceans, molluscs, aquatic

. . 0.9 3.2 1.1 4.6 0.9 47 1.0 54 0.7 3.5 14 8.0 2.7 16.1 3.9 225 6.9 337 6.9 314 5.8 16.3
invertebrates and preparations

thereof

Cereals and cereal preparations 0.1 0.1 0.2 0.2 0.3 0.4 0.3 0.5 0.3 0.4 0.2 0.4 0.4 0.5 0.6 1.0 0.9 13 1.6 1.9 1.0 1.4
Vegetables and fruit 13.1 80 173 127 133 120 170 150 203 155 192 175 230 283 368 424 552 527 342 454 615 450
Eﬁgz;s sugar preparations and 00 0.1 00 0.1 00 00 00 01 00 0.1 22 16 35 30 06 09 12 13 06 11 149 75

Coffee, tea, cocoa, spices, and

49 78 5.7 10.1 6.7 14.9 58 15.8 3.5 10.3 2.0 6.9 1.6 6.7 1.6 74 1.6 6.8 1.8 74 1.6 8.8
manufactures thereof

Feeding stuff for animals (not

. . . 0.0 0.0 0.0 0.0 0.0 0.0 34 0.5 0.0 0.1 0.0 0.1 0.0 0.1 0.0 0.0 0.0 0.1 0.1 0.0 0.7 229
including unmilled cereals)

el LR 00 02 0.0 0.4 02 08 00 04 0.1 05 0.1 05 02 09 04 14 03 13 05 16 09 11

preparations
Beverages 30.4 843 343 79.0 513 126.1 533 145.0 325 79.9 45.2 108.7 544 146.7 72.9 185.0 77.2 207.6 79.2 187.9 67.6 1235
Tobacco and tobacco manufactures 0.5 35 0.5 34 0.6 4.2 1.6 7.8 1.2 8.6 0.8 83 1.8 16.3 4.8 419 73 69.1 10.6 115.9 16.6 170.7

NSS, 2016B AND THE SAME REPORTS FOR 2012, 2010, 2007



A1.7. Import statistics of Armenia for 2005-2015 and subdivisions of imported agrifood goods according to SITC (Rev 4) categories

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
v v v w w wv wv wv v v v
[ [=] [ [=] [ (=] = (=] = [=] = (=] = (=] = [=] = (=] = (=] = a
2 £ 2 = 2 = K] £ ] £ ] £ K] 3 ] £ ] £ ] £ 2 3
= = £ = £ = £ £ £ = £ = £ = £ = £ = £ = £ £
< £ < £ < £ < £ < £ o £ o £ o £ < £ < £ <o £
= a £ O £ o £ o £ o £ o £ o £ a = a £ a £ o
= = = = = = = = = = = = = = = = = = = = = =
[<J [ [<J < [<J < [<] [ [<] [] [<J [ [<] [ [<] [ [<J < [<J [ [<J <
> > > > > > > > > > > > > > > > > > > > >
Total import 28673 18017 2999.1 2191.6 37225 3267.8 38234 44261 31621 3321.1 34504 3749.0 36894 41453 40545 42612 38917 43859 39159 44244 37009 32392
Total without trade of physical
Phy 28267 17254 29629 2092.1 36762 3052.6 37634 41161 3132.8 31920 34199 36240 36477 39739 40080 40763 3831.8 4168.6 3847.6 41823 36669 31393
persons
Agri-food imports 6682 2812  623.0 3089 8903 4925 7878 6842 7426 5539 8120  617.8 8495 7158 9045 7440 8119 7774 8033 7428 8431 7872
% within total imports 23%  16%  21%  14%  24%  15% 21%  15% 23% 17% 24% 16% 23% 17% 22% 17% 21% 18% 21% 17%  23% = 24%
of which
Live animals other than animals of
a aso ananimas o 0.1 13 0.1 15 0.2 20 0.6 54 05 37 03 26 04 33 0.5 41 10 7.2 0.6 58 0.7 50
division 03
Meat and meat preparation 322 303 252 259 40 38 699 945 508 726 537 740 623 947 570 916 526 932 519 894 486 6.1
Dairy products and birds eggs 9.2 139 7.9 136 89 19.1 98 274 75 19.1 9.1 260 123 36.1 10.5 376 121 04 137 483 122 B5
Fish (not marine mammals),
crustaceans, molluscs, aquatic 6.8 3.1 18 23 17 27 35 7.6 38 7.2 26 50 36 6.6 36 6.4 30 59 28 6.2 27 55
invertebrates and preparations thereof
Cereals and cereal preparations 3964 679  39.1 751 5652 1273 4191 1471 4560 1290 4504 1266 4753 1424 5520 1760 4624 1693 4182 1513 435 1212
Vegetables and fruit 348 207 M43 316 602 527 521 68.1 459 52 623 709 754 873 614 709 595 680 738 754 621 53.0

Sugars, sugar preparations and honey 107.0 293 60.7 203 924 309 107.8 423 703 300 107.4 4. 98.7 66.1 88.6 62.7 855 525 107.3 590 1380 61.9

(offee, tea, cocoa, spices, and

190 308 17.9 372 2138 593 253 86.1 2138 69.5 25 726 238 82.0 20 805 B6 838 25 793 304 1829
manufactures thereof

Feeding stuff for animals (not
including unmilled cereals)

Miscellaneous edible products,

346 10.7 294 10.3 39.1 15.3 324 20.1 320 20.1 40.0 24.2 395 29.9 456 358 439 395 M. 36.4 517 87.9

9.4 103 10.6 159 14.6 25.6 154 36.3 211 39.7 213 41.2 20.4 46.9 242 52.3 234 52.9 26.0 54.6 272 422

preparations
Beverages 134 148 25 206 368 401 461 624 281 M4 367 515 323 457 320 516 313 558 350 551 330 448
Tobacco and tobacco manufactures 51 484 64 545 74 BT 59 870 48 656 56 802 65 748 71 744 135 1070 104 821 129 83

NSS, 2016B AND THE SAME REPORTS FOR 2012, 2010, 2007



A1.8. List of vocational educational institutions providing education in agricultural specializations

AGRICULTURAL VOCATIONAL EDUCATIONAL INSTITUTIONS

Annex IIIEIEGE

1

Agricultural College of Armenian National Agrarian University
Accounting

Management

Finance

Transfer organization and management in transportation sector (by types of transport)
Land construction

Yeast production technology and winemaking

Veterinary

Environment preservation and efficient use of natural resources

Biotechnology of protected ground

Land improvement, use and protection of land and water resources

Merchandising

Land resource management

Expertise of consumer goods quality

Vanadzor branch of Armenian National Agrarian University
Accounting

Transfer organization and management in transportation sector (by types of transport)
Sisian branch of Armenian National Agrarian University
Management

Transfer organization and management in transportation sector (by types of transport)
Shirak branch of Armenian National Agrarian University
Jurisprudence

Accounting

Management

Merchandising

Transfer organization and management in transportation sector (by types of transport)
Meat and meat products technology

Expertise of consumer goods quality

State Agricultural College of Vanadzor

Accounting

Management

Transfer organization and management in transportation sector (by types of transport)
Construction and operation of buildings and facilities

Agriculture economics

Technical maintenance of agricultural activities (preliminary)

State Agricultural College of Stepanavan after prof. A. Khalantaryan
Management

Accounting

Transfer organization and management in transportation sector (by types of transport)
Veterinary



AGRICULTURAL VOCATIONAL EDUCATIONAL INSTITUTIONS

10

Milk and milk product technology

State Agricultural College of Gavar after ac. A. Tamamshev
Management

Finance

Accounting

Transfer organization and management in transportation sector (by types of transport)
Veterinary

State Agricultural College of Goris after prof. Kh. Yeritsyan
Management

Accounting

Veterinary

Agricultural Mechanization

Technical maintenance of agricultural activities (preliminary)

State Agricultural College of Masis

Management

Merchandising

Transfer organization and management in transportation sector (by types of transport)
(anned food and food concentrate technology

Ichthyology and fish breeding

Greenhouse farming

State Agricultural College of Nor Geghi after ac. G. Aghajanyan
Management

Transfer organization and management in transportation sector (by types of transport)
Agricultural mechanization

Beekeeping

NON-AGRICULTURAL VOCATIONAL EDUCATIONAL INSTITUTIONS TEACHING AGRICULTURAL

SPECIALITIES

1 State College of Noyemberyan
Farming organization (preliminary)

2 Gegharkunik Regional State College
Technical maintenance of agricultural activities (preliminary)
Farming organization (preliminary)

3 Armavir Regional State College
Agriculture economics

4 State College of Sisian
Beekeeping

5 Ararat Regional State College
Beekeeping

6 State College of Spitak
Veterinary

7 “Badeyan” State College of Vardenis

Farming organization (preliminary)



AGRICULTURAL VOCATIONAL EDUCATIONAL INSTITUTIONS

Annex IIIEIEGE

Butter, cheese and milk production technology (preliminary)

8 Vayots Dzor Regional State College

Wine-making and juice production (preliminary)

Culinary (preliminary)
9 Maralik State Vocational School

Technical maintenance of agricultural activities
10 Alaverdi State Vocational School

Technical maintenance of agricultural activities
n Sevan State Vocational School

Technical maintenance of agricultural activities
12 Aragats State Vocational School

Technical maintenance of agricultural activities
13 Ejmiatsin State Vocational School

Technical maintenance of agricultural activities
14 Nairi State Vocational School

Farming organization (preliminary)
15 Amasia State Vocational School

Butter, cheese and milk production technology (preliminary)

MOES. REPLY TO THE OFFICIAL INFORMATION REQUEST, SEPTEMBER 2017
A1.9. Average per capita monthly nominal income in rural households from each source, in USD

Types of income 2008 2009 2010 2011 2012 2013 2014 2015
1. Monetary income, including: 67.8 60.5 64.6 70.8 80.6 84.9 93.0 88.1
Wage employment 25.8 19.9 233 234 28.1 28.3 35.1 37.6
Self-employment 3.6 24 3.2 3.4 2.9 49 6.6 73
Sales of agricultural products and livestock 153 12.6 8.4 12.8 14.7 15.5 16.0 14.0
Lr;cl(j)irt];eg(;?n;))roperty (rental income, interest, 00 00 0.0 0.0 0.0 02 01 0.0
Public pensions and benefits 15.1 15.6 16.0 16.7 16.9 16.6 17.6 16.8
Transfers, of which: 6.4 54 7.5 9.6 9.8 11.2 10.7 7.9
From relatives residing in Armenia 0.6 0.5 0.5 0.4 0.4 0.4 0.3 0.2
From relatives residing outside of Armenia 5.7 49 7.0 9.2 9.4 10.8 10.4 7.7
Other income 1.8 47 6.2 49 8.2 83 6.9 44
2. Non-monetary income, including: 19.1 14.6 15.7 15.7 15.3 16.5 15.4 11.9
Consumption of own production food 18.4 14.1 15.3 15.2 14.8 15.9 14.8 11.6
Non-food products and services free of charge 0.7 0.4 0.4 0.4 0.5 0.6 0.5 0.3
Total income 87.0 75.1 80.3 86.4 959 1014 1083  100.0

AVERAGE ANNUAL EXCHANGE RATE ACCORDING TO CBA DATABASE

NSS, 2016E
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