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Summary

Overview of Current Market Situation

The relative importance of the agriculture sector (including hunting, forestry and fishing) in Georgia has
declined significantly in the last 14 years. What once accounted for B§6ss output now accounts for

under 8%. The main growth sectors have been public administration (2.6% to 10% over the same period)
and construction (2.7% to 8.9%) together with small@®d rises across most other sectors. The rural
population thougthas remained at around 47% having declined by arould O4er 99% of all cattle are

on what the Government of?wddah das gdt ehanged significanfiyfinatmei | vy
last decadeTable 1 below gives a summary market analysis showiagelevance, prpoor potential and
intervention potentiato the Alliances Programma the three sectors in which it operates

Summary Market Analysis

Table 1. Summary Market Analysis

Relevance Pro-Poor Potential Intervention Potential

Dairy | High: the majority| High: overall demand for dairy High: the existence of numerol
of SSLPs own cattlg produce is not growing but the mark MCCsand processingentities that are
and consume, sell g is differentiating so that production running under capacity with larg
exchange dairy form one segment will displace othel demand drivers means that SSLPs
projects Dairy companies are sourcing mo| stepup. Potential for origin braling

fresh milk from Georgia and brandin] & differentiation to pass on premiur
accordingly. pricing.

Beef High: the majority| High: the beef sector is formalizin| High: focused on markedriven breed
of SSLPs have cattll and demand is growing and servici and nutrition improvements an
& may sell an anima| mostly by SSLPs who sell cas into| improving efficiency of supply.
into the beef marke| the supply chain for abattoirs a
once per year butchers.

Sheep | Medium: mainly | Medium: small sheep producers c{ Low: interventions mainly focuseq
relevant to the Azer| step up prodction fairly quickly in| potentially developing chilled cuts
population. response to market driven demand. | driving demand and potentially raisir]

farm-gate prices and increasing sal
limitations are placed throug
competition wih other supply chain
such as AustraliaSome potential fo
the development of the wool sect
through improved processin
marketing and breeding.

Dairy

Three lead firms dominate the market for liquid milk, yoghurt, butter and sour cream: SarkmoHESO0

and Wimbildan. In comparison with Samstkhe Javakheti, dairy production in the project area in particular
Dmanisi and Tsalka is a well structured maitkased on much higher volumes of production in both milk
and cheese. There are lafgék Collection Centréd § M C C betongingto andor supplying the lea

firms supplied by numbers of villagebut also privately ownedmallerMCC& s f or own pr o
cheese or for selling to larger cheese producing factori@significant amount fooperations een those
withouuMCCb6s and who are collecting direct from far

processing to sale with wholesale outlets in Thilisneruli is followed in importance bulgunias the
most importantcheeseproduced. The are several akers of higher value vac packadd labelled
cheeseselling at a premium to higher end outlessch as smokesulguni who source milk inlie project
area.Thus far the lead firms have concentratedlignid milk but plan from this yeato begin cheese

! National Statistics Office of Georgia, 2010.
%bid, 2010.
3 A holding operated by a family or group of families without a formal agreement.
‘A total of 16 MCCO6s wmiké&amahe inohe projectianea. AllladcessPoogramme imagption Phase Data
2011.
4



production.Pot ent i al in the dairy sector I|ies in the o
in product differentiation for premium pricing.

Beef

KvemoKartlihas Georgids t hird | ar gest c atdedtdairygaitle popuation)oiea ( ar
the second largest producer of meat at around 10,400 tonnes (dead weight) per year which is down from
14,700 in 2006, ant thelargest producer of beef at 6,300 tonnes (down from 7,400 in 2006). Overall in
terms of oyput, the beef sector is in decline across Georgia as a whole. The govestnacicee of the

beef sectois changing rapidly and dramatically with the enforcement of new food safety and traceability
rules that mean that cattle will increasingly go thfougrger licensed abattoirs to be sold wholesal
instead of through small or baglrd operationdy small butchers.Recent changes to lavas June5™

2011 réating to the sale of meat in Thilidimited slaughter to two main slaughter hagiaad resukd in

an initial risein prices by around 480% and a decline idemand by around 63% The overall longterm

effect on demand for beef and on liveweight prices paid to farmers yetiatowrf. However the large
emerging lead firms such dberula meats (the largest abattoir and wholesaleryGidup (highend
HoReCa) and Populi and Goodwill (supermarket chains) are progressing towards greater control of supply
and looking towards developing theiwn farms or ougrowers. mprovements in breedingrough cross
breeding with beef breeds such as Welsh Black or Argudd therefore allow small farmers &ttract

much higher price$or their cattle througtsuperior weight and conformation, especially when combined
with improved grasbased diets.

Shep

No official sheep meat consumption figures were available during this assessomestibdemandfor

sheep is highly seasonal among Georgians, confined mainly to Easter time when it is used to make a dish
called chakapuli(with tarragon & sour plums).In addition sheep also have a ritual role for Orthodox
Christians (the predominant religion) who sacrif
regularly consume mutton and lamb and there are specialist sheep butchers and mixed stattip and
butchers who cater for this demandexport demand has surged since 2008 and now constitutes a major
market for sheep. Demand for wool appears to be very low, and is in decline with only 1,800 tonnes
produced annually in the country with Kverartli vying with Kakheti for the region producing the most
Sheep production in Georgia has an ancient history aviirge annual transhumance frtime winter to
summer pasturdsakheti to KvemeKartli and Tusheti along historicédansit routes, and these of lambs

for ritual purposes among the predominantly Georgian Orthodox community.

The sheep market is much thinner than that of beef and dairy, with no real lead firms and a large number of
small producers feeding into small butcheasmd a poorly corgcted export market to the Arabian
peninsular and Azerbaijan. In contrast to beef and dairy, the potential in the sheep market lies in export
and potentially through developing the wool sector and improving breeding practices.

5 According to butchers in Thilisi, June 2011.
® Beef is currently retailing in Thilisi at 13 Gel/kg.



Cross-Sectoral Drivers & Pro-Poor Opportunities in

Table 2: Pro-Poor Drivers & Opportunities

the Dairy, Beef and Sheep Core Markets

Systemic Constraints

Drivers & Pro-Poor Opportunities

Dairy Core Market

1 Inefficient coordination between private MC@sd dairy
factories means that milk may be collected and
sold, leaving farmers unpaid.

1 Lack of investment capital (expensive or unavailg
credit) means that MCCs & small cheese factories
unable to expand, upgrade to higher standards
diversify or invest in equipment and staff capac
building e.g.invest in appropriate transport

9 MCCs and smaller factories are not linked to source
information and advice on dairy hygiene, and there
reluctance to pay for such services as they are relat
expensive and they have yet to be made aware o
significant changes in the law governing their practiq
Hence farmers also lack awareness of good practice
are potentially vulnerable to changes in mar
conditions.

1 The newly enacted foesiakty law gives provisior|

for Aftraditional 0o ch
cheese sourced form remote areas, how
neither of these are well defined. If a definiti

could be agreed upon, production and hygi
standards add be developed and dissemirthte

enable SSLPs to continue to produce and

cheese.

1 The mediurrhigh end HoReCa market is becomi
increasingly interested in niche cheese prod
which could be sourceg
producers (see above) and branded with an o
branding. M-Group are leading this at present.

1 Sante and Ek&oods are developing cheese pla
in Thilisi which will come online in 2012 and
expand their demand by 80t/d. Whilst currg
MCC capacity could take this up, it does pres
opportunities for those wh ae within these|
catchment areago expand their catchment are
and even for new MCCs to emerge.

Beef Core Market

1 There is an overall inefficiency in coordinating supply
live cattle from more remote villages arising from
lack of linkages betweefarmers and buyers, current
solved by the regional livestock market which leads
high transaction costs and poor welfare. In addi
lack of appropriate transport, weighing and handl
facilities means that livestock suffer poor welfa
decreamg their quality at slaughter. dfmers have
disadvantaged transactions due to lack of transpar
and choice on pricingvhich is also influencedby
collusion and monopolies. All of this means that
market is not able to meet current rising dem
through the formal channels that are emergihg to
new rules

9 The quality of the Caucuss Mountain cattle for bee
does not lend itself to the damds of the growing an
formalizing slaughterhouses and wholesale market
the margins are too small to covire costs of morg
sophisticated operations which require economieg
scale for profit.

M With rising demand for higher quality animals thq
is potential for the poor to upgrade thg
production through cross breeding with bg
breedsleading to higher gneth ratesand animals
with better finishing andbetter confirmation
more valuable for the market.
T Whilst at present the poorer farmers lack hous
for fattening animalshigher value animals and
strong demandmight provide the incentive t
invest in ths and better feeding.

1 Expansion of small regional abattoirs for slaugh
to order and reduced transport costs aodt
slaughter/kg/live weight could potentially gitlee
poor access to a higher quality market.

Sheep Core

Market

9 There is no licensed fd sheep abattoir in Georgia.

1 The risk climate means that potential investors are
reluctant fearing powerful monopoly holders with clg
political links who may undermine their success.

9 Breed quality for wool,uneven poor quality wooand
little processing beyond household leveh-country;
baring any export opportunities to Azerbaijan a

1 Export demand for sheep is high and Georgia is
placed to engage in this market. There
potential to diversify into exporting chilled hal
cuts.

1 There is sme interest in developing the wool tra
in Georgia andhe low price gives value additio
potential.

Turkey.

" A wool processing plant is located outside of Telavi in Kakh
craft circlesand some carpet makers

eti lsugyed wool yarn and dykwool to Thilisi knitting shop,

6



Systemic Constraintsin Supporting Functions and Rules of the Dairy, Beef and Sheep Sectors

Table 3: Systemic Market Constraints in the Supporting Functions & Rules
Systemic ConstraintsSupporting Functions

71 Low outreach & quality of financial services constrains growth and efficient functioning ofsS84fving farmers
and buying their products. Farmers currentlgrgp a lot of time and money simply paying utility bills &
collecting payments; buyers of milk face difficulties in servicing payments in cash.

1 An overall lack of awareness of incoming fesaffety laws and theimplications fordairy and beef valuehan
actors stems from the lack of structured outreach o, and partly of private sector consulting firms.

1 Poor village road connections to some areas leave farmers cut off from some agricultural services and in
seeds, machinery etc).

1 Inadeqate and expensive livestock transport gives rise to relatively high transaction costs for farmers ang
High cost is partly related to poor infrastructurenfl journey times; warand teay. Inadequate quality o
transport (trucks are not convedtfor livestock and do not have loading, or divisions to prevent njury

T Weak vet services including for vaccination, arise from an overall lack of demand for anything but dr
farmers to administer émselves Licensing of vets is still in a ¢@of confusion.

1 Inadequate availability of machinery services for hay making arising from high replacerdénvestment costs
of new machineryor new entrants.

1 Weak media & information services means that farmers have little or no formal accessrnmtioio to aid
decision making such as market prices, vendors of services and inputs, buyers and sellers of products &
production techniques etc.

7 Pasture access is restricted to a degree by uncertainty over tenure due to some sales by thentganedr|
weakness in the mechanisms that would make information on ownership and sales available. Mediatior
also have poor outreach.

1 Quality of pasture may be poor in some places due to heavy stocking and poor grazing practices, altho
investigations need to be conducted to verify this.

1 Weak trade associations with weak outreach.

Systemic Weaknesses Rules

1 A lack of transparency and outreach by the National Food Agency on changes in the law and its impact on
and meat sectors ifentially damaging to the industry. SK#Ewho need to be made aware and plan
implement changes to their businesses currently only have rumours to go on and are not preparing adeq

1 There is currently no livestock registration system which pléio@gations on traceability of meat products.

addition the NFA has little capacity to conduct veterinary inspections of cattle prior to sale (although th

place for sheep export).

1 There is uncertainty about pasture land tenure and access amalngsidents and SSLPs which is not helped

lack of outreach of relevant government bodies that are responsible

1 Monopolies, oligopolies and reseeking is a feature of the livestock and dairy sectors, but has recently er

more strongly with deslopments in the rules around slaughter.

The Poor and Their Context

According to the Focus Group Survepetpoor in KvemeKartli are smalscale livestock producers
(SSLPs)wing up to 5 breeding female cows and/or up to 40 breeding female sheephaVaeyccess to

up to 2ha of agricultural land, and may also access some summer pasture. They are primarily livestock
producers but will grow some potatoes and other crops to support this. They do not own machinery, and
generally do not possess their owvansport. Generally they produce primarily for home consumption,
with surpluses being sold or exchanged. Overall, they earn less than 350 GEL per Remtittipants
identified that around 70% of households fall into this category.

Future Vision

The overall visionof a well functioning market is one thagsponds to the main market drivers described
aboveand addresses the systemic constraints, allowing the poor to engage in the market on favourable
terms Analysis of the three subectors (Beef, Biry & Sheep) conducted by Allianc&K revealed that

cattle ownership is highly prevalent, but sheep ownership is much more prevalent among the ethnic Azeri
community. Hence changes in the beef and dairy market systems potentially impact larger nbmbers o
SSLPs than in the sheep system.

Alliancesk Kés vi sion i BFChs |lamal ywiitsh (tHh®09) which sc
industry 2.7/5 for competitiveness, 2.5/5 for attractiveness to investment and 3.5/5 for impact on income
7



and job& The major obstacles lay in production, especially stemming from weak supporting functions
(nutrition, vet services & breeding), competition from imports from more efficient producers, and a lack of
infrastructure such as larger abattoirs and plwittay standards. However the market has changed
rapidly since then with the enactment of the fsadety law in January 2011, and the emergence of several
large abattoirs. With this come potential market incentives for small farmers to invest in imprawusd inp
and services and increase their incomes.

The sustainability matrix below gives an overview of the current situation in the market. At present the
private sector performs and pays for the majority of market functieitis donors & NGOs involved to

some degree in paying for some supporting functions. SSLPs have poor access to markets and services
and on unfavourable terms, and are adversely impacted by fliesfuture vision of a more sustainable

and beter functioning market seqdayers strengéming their legitimate roles in the market and being

more inclusive of SSLPs.

Table 4: Alliances KK Sustainability Matrix

Market Function | Who Performs? | Who Pays?

Core Market

Milk, Meat & Sheep Production Private Sector (Small, edium & | Private Sector

large farmers)

Milk Collection PS (integrated & private MCCs) PS &NGOs (establishment costs)
Dairy Processing PS (Households, Smalled-Large | PS

Processors)
Animal Slaughter PS (small butchers & large abattoiry PS, Govt (cheamhns)
MeatButchering and Wolesale PS PS
Retall PS PS
Supporting Functions
Food Safety Consulting PS (6 companies) PS &Donors/INGOs
Development of Food Safetf IFC & EC IFC & EC

Consulting Capacity

Artificial Insemination Services

PS (Caucasus Gened)

PS & NGOs (Alliances) & Gowvt
(NSA in planning)

Machinery Services

PS, Gov

PS & NGOs (establishment costs)

Media PS and Gov (online regional news)| PS, Gov (subsidies to newspape
& NGOs
Veterinary services e.g. vaccinatiof PS and Gov PS & Gov
Financial Services PS PS
Road Upgrading PS G o v 6Dono&
Business Services NGOs & PS Donors & PS
Rules
Food Safety and Hygien| NFA Gov
Inspections
Livestock Registration NFA (Gov) for the system Gov
PS for the tagging PS (possibly somRGOs)
DiseaseNotification andControls Ministry of Ag, NFA some Privat§ Gov
vets
Animal Quarantine & Inspectionl PS & NFA (Gov) PS
(export)
Access to Land & Mediatiof Gov & NGOs Gov & NGOs
Services
Monopolies, Oligarchies & Cartels | PS Gov & PS

8 International Finance Corporation (IFC). 2009. Georgia Sector Competitiveness Overview.



1. Introduction
Methodology

Key Informant Interviews

Key informant interviews were conducted with key market actors for the three value chains covered by
Alliances KK i.e. Dairy, Beef and Sheep with focus on obtaining information and analysis on core markets,
supportingfunctions and rules from May £30 June 30. The interviews were conducted primauitysitu

i.e. in the farms, fields, premises, offices, markets, shops and factories of the key informants in locations in
the three municipalities, in the two key regamarkets of Marneuli and Rustavi, the two main licensed
slaughterhouses in Teleti and Natakhtari and in head offices in Thilisi. The key document detailing this
process is the Key Infmant Interview Table idnnex 1

Review of Key Information Sources
The following information sources were reviewed and utilized for the Market Analysis and the formation
of this report:

- FG Survey
- Gender Survey (including FG6s, key informant
- DRR Survey (includingew§Gos, key informant int

- Key Informant Interviews

- Government Publications: National, Regional and Municipal level information
- NGO UN Agency and Donor Publications

- Media: Newspaper, Web and Television Reports

Resulting in the following presentation formats:

Focus Group Suey Report

Gender Survey Report

DRR Survey Report

Data Sheets and Milk Collection Centre Map for the Three Municipalities of Dmannisi, Tsalka and

Tetritskaro

Data Sheets and Cheese Producer Centre Map for the Three Municipalities of Dmannisi, Tsalka

and Teritskaro

6. Livestock Movement Map

7. Media Frequency Mapping of Key Sectoral and Supporting Functions

8. Market Analysis Report: Dairy and Meat Sector Survey including Milk, Cheese, Beef and Sheep
Value Chains and Market Mapping

9. Directory of Players

10. Sustainabity Matrix

PR

o

The bibliography for the literatarreview can be fourat the end of the document.

Alliances-KK Program Area

The AllianceskK target area covers three municipalities of Kvemo Kartli region: Tetritskaro, Dmanisi and
Tsalka. The population dfvemo Kartli is at present about half a million people and from them, 45% are
Georgians and 45% Georgian citizens of Azeri ethnicity. There is also significant representation of
Armenian and Greek minorities.

Tetritskaro municipality: is located at aaltitude of between 450 m above sea level in eastern part up to
1,400 m above sea level in the western part. The municipality includes a town, a borough and 83 villages,
united into 20 administrative communities. The entire registered population of theipality is 27,900

people. From them 74.34% are Georgians, 10.48¥menians, 6.5% Azeri, 5.07%- Greeks.



Dmanisi municipality: is located at about 1,0a0300 meters above sea level. The entire registered
population of the municipality is 29,23&@ple. From them 31.26% are Georgians, 66.7%%eri. The
municipality includes a town and 12 administrative units.

Tsalka municipalityis located at about 1,4000700 meters above sea level. The entire population of the
municipality according to thefficial sources is 21,707 people. From them 12.11% are Georgians, 45.41%
- Armenians, 22.14% Greeks, 9.61% Azeri. During Soviet times the majority of Tsalka municipality
population were Greeks, however a greater pateh (about 30,000 peopleftléor permanent residency

to Greece. Though officiallghere are2,510 Georgians in Tsalka, there is significamimber (8,000
10,000) of unregistered Georggatving in the municipality. Theseare mainly migrants from West
Georgia (Adjara and Svanetgnd they occupy the houses of the Greeks, who left in 90s, but do not own
them officially.

2. The Poor and Their Context
Wealth & Poverty in Georgia

The combination of the August 2008 conflict and the global economic crisis sent Georgia into negative
growth in 2009. Georgia has yet to recover to-gisis growth rates of-229, and the economy is
currently growing at around 6% fjuarter of 2011).

Real Growth Rates of GDP in Georgia
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Figure 1: Real Growth Rates of GDP in Georgia

Georgia has a Gitfi index of 40.8 meaning that there imequal income distributiommong the
populationt®. Georgia Ranks 74on the Human DevelopmentiIndéand i s categori zed
human devel opmento, with Brazil and Venezuel a ei:

® Department of Statistics of Georgia Website Accessed 1/7/2011.
http://www.geostat.ge/index.php?action=page&p_id=119&lang=eng

1 The Gini Index is a measure of inequality in the distribution of wealth.

1 CIA Website accessed 1/7/201Https://www.cia.gov/library/publications/theorld-factbook/rankorder/2172rank.html

2 United Nations Development Program (UNDP). Website accessed 1/7/2011.

http://hdrstats.undp.org/en/countries/profiles/GEO.html
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Figure 2: Average Nominal Salary of Employees
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Figure 3: Gender Disaggregated Nominal Monthly Earnings

The World Bank Georgia Poverty Assessment (2009) revealed an overall decrease in pdvedrgia

from 20032007, but showed 60% of the poor concentrated in rural areas, with rural poor relying heavily
on subsistence agriculture with low incomes that had stagnated. The Government of Georgia uses the
Integrated Household Survey to measure pgvivels, comparing household income to the median
household income at 40% and 60% leVskse Figure 4). However CARE (2010) suggested that a more
accurate measure is to examine the governmento6s
household$’. Figure 5 shows this figure compated t he Wor | d BaHWHko6s poverty

Agriculture consistently underperforms the rest of the economy. The sector has only just recovered from
three years of negative growth Agricultural earnings are gfaating, where in most other sectors they are
rising'®>. Women also consistently earn less than men (42% less at present), but this difference is less
pronouncedn the agricultural sector (28% less at present). As well as lower earnings, rural households a
also characterized by a high reliance oikiimd consumption (32% of disposable income), with a mere 5%

of disposable income arising from the sale of agricultural prodietge 5 shows household agricultural
assets.

BCARE. 2010. Reducing Poverty and Soci al I njustice in Ge
¥ wWorld Bank. 2009. Georgia Poverty Assessment.

Department of Statistics of Georgia Website Accessed 1/7/2011.
http://www.geostat.ge/index.php?action=page&p_id=119&lang=eng

8 World Bank. 2009. Georgia Poverty Assessment.
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Figure 4: Poverty Incidence
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Figure 5: % of HHs Receiving Social Assistance Compared to % of HHs Counted as Pdbr

Table 5: HH Agricultural Assets™®

Non-Poor | Poor Extremely Poor

% HH Using Agric Land 78.3 64 49.8
% HHs with a Garden 44 29.5 18
% HHs owning Livestock 68.9 47.5 30.9
% HHs with Soviet Vehicles 10.3 4.4 3.2
% HHs with Imported Vehicles 3.7 1.4 0.9
% HHs with Tractor, Combine or Seeder 0.9 0.2 1.8
% HHs with SmallTractor 1.8 0.7 0
For Agric Land Users

% Total Area 0.7 0.4 0.2
Annual Crops (ha) 0.3 0.2 0.1
Orchards & Plantations (ha) 0.3 0.2 0.1
Pasture (ha) 0.1 0 0
Garden (m) 270 202 81.4
For Livestock Owners Non-Poor | Poor Extremely Poor
Cattle 1.18 0.65 0.68
Poultry 9.35 6.1 4.79
Pigs 0.36 0.19 0.13
Sheep & Goats 0.31 0.44 0

YCARE. 2010. Reducing Poverty and Social Injustice

8World Bank. 2009. Georgia Poverty Assessment.
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Wealth & Poverty in Rural Kvemo-Kartli

According to the Focus Group Survegetpoor in KvemeKartli are smi-scale livestock producers
(SSLPs)wing up to 5 breeding femal®ws and/or up to 40 breeding female sheep. They have access to
up to 2ha of agricultural land, and may also access some summer pasture. They are primarily livestock
producers but will grow some potatoes and other crops to support this. They do noachimeny, and
generally do not possess their own transport. Generally they produce primarily for home consumption,
with surpluses being sold or exchanged. Overall, they earn less than 350 GEL per Ramithpants
identified thataround 70% of houselds fall into this category.

Kvemo-Kartli is by all measures one of the wealthier region§ebrgia(see Figure 6&Y. According to
World Bank statistics, Kvem&artli houses 1@1% of the populationl1 7. 3% of the regi or
earn beneath the perty line (72.6 GEL in 2007),7.6% of the national figur€. Extreme poverty is

|l ower, with 5.4% of the countryds examountmtel|48% poor
of t he Kyv epopulatithafallingl imtad this category. By corgtaneighbouring Shid&artli,
extending into the North Caucasus) houses 7.5%

25.9% d the extremely poor59.4% and 32.3% of the regions populations respectively falling into these
categories (sekigure 7). These relatively low poverty rates are attributed to well watered agricultural land
on the lower ground and proximity to Thilisi and Rustavi markets for produce asdrmffincome,
especially for Marneuli and Tetritskaro municipalities.

Neverthelss, there is still a significant number and proportion of rural poor in Kueanti particularly
in the remote rural mountainous areas concentrated in the municipalities of Dmanisi, Tetritskaro and
Tsalka.

Mean Monetary Real Terms Income
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Figure 6: Mean Real Terms Monetary Income

9\World Bank. 20009. Georgia Poverty Assessment.
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Poverty Line By Region
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Figure 7: Poverty Line by Region

Community & Farm Profile
Communities are groups of between 1 and 7 villages. The majority of the following data are taken from

the Community Focus Group Survey coothd by AlliancesKK unless otherwise cited.

Livelihoods

Dairy cattle production is the predominant income sourcel(#®6 of communities) followed by cattle
production for meat. In Tsalka, cattle production was lowest (92%) and Sheep production (Bigftest

compared to 32% in Dmanisi & 8% in Tetritskaro). Potatoes are the most important crop, especially in

Tsalka where 88% of communities are engaged in productiofafiffincome opportunities are mostly in
the public sector (such as teaching) and tivate sector (trading & shop keeping).

Livestock Ownership

Livestock numbers vary considerably according to the location of the community.

owner shi Tsal ka resi

p,

dent s

own t he

In terms of mean
mo SdeAnimer2 t | e

Map 1 & 2 Livestock and Sheep Ownership in the Project Afiestsle 6 below shows the means figures

for cattle and sheep ownership per household.

Table 6: Mean Figures for Cattle and Sheep Ownership Per Household

Mean Mean

Cattle/HH Sheep/HH
Tsalka 4.8 3.4
Dmanisi 4.0 55
Tetritskaro 2.5 3.6
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Figure 8: Community Self-Categorization of Cattle Ownership (Breeding Female)

Communities categorized themselves according to three caegdraatte breeding female ownership,

with small farmers owning-8 cows which is largely in accord with the livestock census data presented
above. However sheep ownership differed radically from the census data with small sheep holdings (of
those who ow sheep) of 123 ewes.
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Figure 9: Community Self Categorization of Sheep Ownership (Breeding Female)
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Figure 10: Community Self Categorization of Land Ownership (ha)
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Figure 11: Community Self Categorization of Farm Size Cohorts (%)

Farm expenditure:

Very little work has been conducted on farm expenditure in Georgia. Work undertaken by CARE in
Samtskhelavakheff is indicative. By far the most common expenis hiring tractors which is
unsurprising given the low level of tractor ownership (4%), however given the small land area this would
equate to a very high urgbst if this were solely for cultivation. Whist the authors of the report do not
disaggrega this figure, it probably reflects a number of separate cultivations as well as making hay on
communal and rented pasture.

2 CARE (2006). Status of Social and Economic Conditions in Slédillages of Samtskha&avakheti.
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Table 7: Farm Expenditure (Care 2007)

GELlyr | %
Hiring of tractor and necessary equipment 172.7| 69.3
Seeds, seedlings and other planting material purchase 123.4| 59.8
Purchase of fertilizers, chemicals 133.5| 51.5
Veterinary services pay, purchase of medicine for animg 117.8| 34.3
Purchase of forage/hay 329.3| 33.5
Purchase and rent of other agriculturachinery 115| 18.3
Other expenses on land plot 110.4| 17.3
Purchase of calves, poultry 474.2| 14.7
Purchase of bekeeping equipment 1236.9 6
Advisory services 75| 0.7

Access to Markets

Men generally go to market centres more frequently than womemo(ap times a month in Dmanisi
compared to 2 for women). Overall women are overwhelmingly more engaged in dairy transactions than
men and men more involved in livestock transactions than women.

Labour

Hired labour is important in the majority of commiies (5873%) and loal labour is favoured over
labourfrom outside. Men and women are employed for different tasks, with men doing heavier work such
as herding and haymaking and women performing tasks such as milking and weeding. Daily wages are
generdly higher for men than for women (19 GEL compared tdl435EL per day) although in Dmanisi

daily wageswvere equal at 16 GEL per day.

Services
Most communities are well served by shops and mechanics, with approximately one in every village.

Table 8: Community Services & Enterprises

Average Number Per Community*
Service/Enterprise Dmanisi | Tetritskaro | Tsalka
Shops 9 7 4
Bakeries 1 1 0
Bank/Microfinance 1 1 0
Mechanic 10 9 9
Blacksmith (metal worker) 1 0 0
Doctor 3 3 2
Ambulance 1 1 0
Kindergarten 0 1 0
Primary School 2 1 0
Secondary school 1 1 1

2 Groups with up to 7 villages.
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3. Demand

Consumer Profile & Trends

General Consumer Trends
In general, Georgian consumers are more concerned about the price of their food thae ateywtis

safety or qualitf’.

Research conducted by Alliane8d with GDCI and CRRC on consumer attitudes and preferences
revealed some interesting trefids

1 Consumers remain quite loyal towards single vendors of meat and dairy products, trusting them as to
the quality, safety and hygiene of the product. However there are those who trust supermarkets
more on issues of quality and hygiene, and prefer them for convenience.

T The research confirmed (though not through a statistically valid dataset) that theriéféseacd
between poorer and richer consumers in their purchasing practices, with richer consumers
preferring the supermarket and poorer consumers preferring the main market.

However there is some evidence ttias emphasis solely on price is changirigpod safety is more in the
public forefront through increased media atterffioriThere have been a number of television programs
dedicated to food safety, the head of the NFA has participated in radio talk shows.

Dairy Consumption

The average Georgianousehold consumes around 72Kg of dairy products annually which is mostly
comprised of fresh milk and cheese (71% & 16% respectively). However when converting these figures to
raw milk equivalent (RME) the importance of cheese is elevated, comprising dé98tal milk
consume®f. Per capita consumption declined by over a kilo per head between 2003 and 2008, however
the market is differentiating, with a wider variety of branded products available in shops (in urban centres).
Larger firms are expandindneé range and volume of products they prodopening up demand for raw

milk but with a likely displacement effect on traditional products sourced directly from small producers.

Dairy Consumption Per Capita
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Figure 120 Dairy Consumption

22GDCI. 2010.Food Safety in Georgialn conjunction with Mercy Corps & CRRC.
23 i
Ibid
24 See Annex 3 Food Safety Related Media Hits
% Department of Statistics of Georgia. 2009. Statibtiearbook of Georgia: 2009
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HH Dairy Consumption RME HH Dairy Consumption Kg
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Figure 13: HH Dairy Consumption RME Figure 14: HH Dairy Consumption Kg

Price Fluctuation

Cheese prices fluctuate significanthffected by seasonality atide price of milk as well as wider marker
drivers. The following grgh shovs the fluctuation ithe price of Imerulicheese from sadén Akhaltsikhe
from January 2010 to June 2011.

Imeruli Farm Gate Cheese Prices in Akhaltsikhe
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Figure 15Imeruli Farm Gate Cheese Prices irAkhaltsikhe

Beef Consumption

Georgians consume around 16.6 kg of meat per person per Amwiich is mostly beeffollowed by

pork and poultry( a breakdown is not available). Overall meat consumption declined by around 1kg per
head per annum betwe2803 and 2008 Whilst consumption patterns are not changing dramatically with
regards to the type of products purchased (i.e. raw meat as opposed to cooked or processed), the channels
through which cattle are purchased and slaughtered are changingicliynaith more formalization and
involvement of lead firms, which is leading to demandafbighernumber andjuality of beef animals.

26 Department of Statistics of Georgia. 2009. Statistical Yearbook of Georgia: 2009.
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Per Capita Meat Consumption
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Figure 16:. Per Capita Meat Consumption

High-End: Supermarkets & HoReCa

Consumers at thhighend are mainly rich Georgians and expatriates concentrated mostly in Thilisi who
shop in supermarkets (mostly Gewidll & Populi) and eat in mediurhigh end restaurants (e.g.
MacDonalds, VongAsian Fusioh and hotels (Sheraton, Marriott, RadissonThey also take their
vacationsin Turkey oron the blacksea coast (Batumi & Kobuleti) in the summer and in Gudauri &
Bakuriani ski resorts in the winter which are large seasonal markets.

It is difficult to estimate the total demand from this sliceraf market as figures vary widely. A market

study published by GTZ in 2007 estimated the annual demand for prime cuts with a price premium of 25
50% to be 750 tonnes, and the total hégll to be 1,50@,000 tonnes per year  However key
informants inerviewed for this assessment gave lower figures: one, a leading supplier to the industry,
estimated it to be far lower at around-3Gtonnes per ye&r however MGroup,o® of Geor gi ads
restauraneand catering management firms, has a monthly ddmé&il5 tonnes of prime beef which they
source from Georgia which would equate to 180 tonnes per dhnum

Supermarkets

The Populi supermarket chain have 45 food retail outlets and serving over 100,000 {migthiuncome
households, making it the biggestinin Georgid. Goodwill supermarket has three outlets (2 in Thilisi
& 1 in Batumi) and cater mostly for highcome Georgian and expatriate households. It is the only
HACCP and ISO 9002008 certified food retailer in Georgia aisdhus often used as supplier of meat

to small highend restaurants.

Thilisi Mass Market

According to one key informant, the daily demand for beef in Thilisi is around 300 head. Before the
sudden change in structure in June, the majority of this went through the cerrkat. m&8ince then
however, supply goes through one of 5 slaughterhouses licensed to supply Thilisi (of around 32 in the
country).

Branded Butchery Retail Outlets & Wholesalers

There are a few branded retailers of meat in ThiNgke Meat Productsavebeen in existence for around

50 years and make their own brand processed meats (sausages and smoked joints) Hredutaiis. a
newcomer and is the retail end of the Natakhtari slaughterhouse selling differentiated cuts in eight shops
(soon to be 10Natakhtarislaughterhouse @mlsoa meat wholesaler.

27 Gerhard Hiese, G & Tkeshelashvili, D. 20(Market Study Beef Market Georgi&TZ
2K|-11. Simon Appleby. Thilisi. 18-2011

29K 13. Kakhaber SiradzeFood and Beverages Maiwy&roup.

30 Populi website. Accessed-B2011. http://www.populi.ge/index.php?m=117
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Minimarkets & Butchers

There are numerous smaller chains and independent minimarkets in Thilisi that serve a small locale. In
addition there are independent butchers that are located in the stitatrioperate in much the same way

as those in the central market.

Central Marebibet O Desert.i

Until June 2010, the majority of meat was retailed through around 100 independent butchers in the central
market. These operated in largely the same wayhasdgional butchers, buying cattle in livestock
markets, holding them and slaughtering themselves and bringing into the market to retail or going through
a small abattoir on the outskirts of the city. However this is in considerable flux at presectiamgies in

the rules which mean that all meat sold in Thitias to come througbne of fivelicensed abattoits A

recent discussion with butchers in the market revealed that they now have to purchase directly from the
new licensed abattoinghich in reality means either Natakhtari of Teleti an additional cost of 1850

GEL per cow (depending on the source: the CEO of Natakhtari quoted the low& prebutchers the

higher price). The additional wholesale cost and transport has meant thaiharieerisen by around 50%

and sales have dropped by an estimated 60%, with fewer customers purchasing smallePamounts

Low-end HoReCa Market

Mega Food is a subsidiary of-Broup and supplies the military and prisons. They currently import Indian
buffalo meat to service their large catering contracts with the military (feeding 15,000 troops per day) and
prisons (feeding 18,000 prisoners per day). Other small domestic restaurants and hotels mainly source
from the central market, buying®kg per da¥f.

Processed Meat Products

Canned Meat

Canned meat and ppackagedkhingal?® production is based on the use of on imported frozen meat.
MANGLISIT20070 LTD.ls a typical canned meat enterpr
current productions to fulfil an order from the Special Affairs Department of Ministry of Internal Affairs

of Georgia which begun in May of 2001 and will finish in Septembe0dfl providing 500 000 GEL of

canned meat to the ministry during this period. Each can ofcostst 2.72 GEES

Export

The export market for live cattle up until recently has been small, sporadic and opportunistic. The National
Statistics office recorded no or negligible live exports in recent years until 2008 ($0.58m), then a sudden
increase ir”009/10 to $16.9m & $15.9m respectively. It is not known what caused the sudden increase
and where these animals went. ReceliirulaMeats (linked to the Natakhtari abattoir) won an export
license and intend to grow this part of their business, ajthat present they are experiencing difficulties
fulfilling domestic demand. In terms of small scale exppft o cus group members hav
traders coming to the villages to purchase cattiey do not know where the traders come from or wher

they are going to and prices are fixed by the traders.

Cattle Liveweight Prices

There are no records of liveweight prices from Marneuli market. The following table shows the fluctuation
and trends in liveweight prices from the Alliances SJ data celleitom Akhaltsikhe Livestock Market.
Prices carbe highly volatile but have stabilized of late, although the impact of rising consumer prices and
reduced demand have yet to be recorded.

31 See Table 11 P29 Abattoirs Licensed to sell in Tbilisi

32KI-18

33KI-27

34KI-26

Bfl1olio, ANi korado and other producers are making Gdoigmkali
Tvildiani pers comm.

36 |AAD Report June 2011

37Kl-4. Iberula Meats. 16-2011
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Figure 17: Average Cattle Prices All Chsses Akhaltsikhe

Sheep Consumption

Domestic

No official sheep meat consumption figures were available during this assesBomestic @mand for

sheep is highly seasonal among Georgians, confined mainly to Easter time when it is used to make a dish
caled chakapuli(with tarragon & sour plums). In addition sheep also have a ritual role for Orthodox
Christians (the predominant religion) who sacrif
regularly consume mutton and lamb and there peeislist sheep butchers and mixed sheep and cattle
butchers who cater for this demand.

Export Markets

Theexpot markets for sheep are to Lebanon by sea from Poti, AzerSajah Armenia by road, Jordan,
Syria, Kuwait, Kurdistan, Israel, Egypt, Iralmag, Dubai and Qatar by air freight from TbilisiExports
were historically very low, then rose suddenly in from 20089 then declined again in 201€e¢€ Figure
18) due to a rise on prices after the high demand in 2009 and a shortage of malesrevimdiigh demand
from Arab importers for sacrifiée

Wool

All key informans in the sheep sector reported that there hiths market for wool. Farnms cannot sell

wool despitdow prices: 1kg wool ranges in cost 50 tetd 1.5 GEL. Sheep are slaeed by hand or by
electric clippers powered by a generator, wooinigracticegiven away but when washed is used for
stuffing mattresses in the home or those sold in specific locations in*ThiMéashed and cardeslool is

sold in sacks in Marneuli aigultural market by traderfor 13GEL/kg. One scouring and carding plant
processing 15/20t of wool a year is located outside Telavi and supplies dyed wool and yarn to knitting
shops and craft enterprisésnumber of small scale carpet enterprises alsocgowool.

38 One market player controls the shesport trade to Azerbaijan, the sheep are taken from quarantine by truck are herded over
the border to a holding centre near the border crossing.Kl23

%9The smaller Georgian sheep is very popular for sacrifice in Middle Eastern, North African, courttieg\tdbian Peninsular

and Iran and Iraqg as it is a fat tailed breed like the local breeds but is smaller and therefore costs much less. Ibid

40 The highest figure was sourced according to the information from the Dmanisi Food Safety Agency, farmersiaisisspd

refers to scouredvool. IAAD Report 2011. Price also depends on location (if the wool is already in the lowlands the price is
better) it also depends on the level of contamination of the fleece with dirt/vegetative matter. Shepherdsiiar@ggtéhg as

low as 50 tetri/kg (KI11) and generally leave it to rot, 80 tetri/kg is paid for reasonable quality wool and a scoungdaztiatiy

in Kakheti pay 1lari/kg.

““Near the metro station filsani o, in specific shops.
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Overall production of wool is in decline according to government staffstjathough these also suggest

that a lot of wool is not marketed since the weight of the average clip would b&@mbn average
according to these figures ratheaththe 2.5kg greasy/year that is the reality in Geargi@his is backed

up by one key informant shepherd who said that they practically give it &Wag.the Director of a large
sheep export company stated it to be his goal to find a market for wobhbing analyzed samples from

his flocks has met the constraint of uneven and poor quality fibers unacceptable to markets in Azerbaijan
and Turkey.Efforts to improve breed and fleece quality awerentlyrestricted to YuFengbhg Natural

Fibre Technolog Compan§® who is importing Merino semen from Australia for a crossbreeding
programme with indigenous Tushi ewes, to produce a stable hybrid retaining the vigour and fertility of the
Tushi, with the higher fleece quality of the Merjpdot flocks will beestablished in locations in the North
CaucusesThe company is also planning an initiafft® improve shearing and sorting methods which will
result in cleaner, more even fibre quality with potential for use once processed in insulation &fd quilts

Live sheep and goat exports (,000 USD)
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Figure 18 Live Sheep & Goat Exports
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Figure 19: Wool Production

42 National Statistics Ofe of Georgia, 2010Agriculture of Georgia, 2009.
43
KI13
44 Involving a mobile shearing unit which negates the need for shearers to hold the sheep and shearing and sortimg.
45 |
Ibid

traini
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4. Dairy Core Market

Summary

In comparison with SamtskiRlavakheti, the dairy market system in KveKuartli is much deeper and
broader with more lead firm involvement with more formal linkages and also a nhumber of smaller cheese
producers manufacturing a variety of products. The proximity to Thbilisi makes Kkemid more
attractive for investment and also ams that some farmers themselves can sell dairy products directly to
consumers in the city. The result is that a greater number of farmers are afforded the choice of either
producing cheese for sale or selling liquid milk, sometimes to a variety of @rstohinere are essentially

four destinations for milk produced on small farms in Kveltaotli:

Home consumption and sale of surplus cheese, yoghurt, butter
Sale of surplus liquid milk either to Milk Collection Centres
Sale of liquid milk tosmall cheeséactories,

Sale in small amountiirectly to consumers in Thili&i

= =4 —a -9

Systemic ConstraintsDairy :

1 Inefficient coordination between private MCCs and dairy factories means that milk may be collected
and not sold, leaving farmers unpaid.

I Lack of investment qatal (expensive or unavailable credit) means that MCCs & small cheese
factories are unable to expand, upgradaitiner standards, or diversify or invest in equipment
and staff capacity building e.g investappropriatéransport

1 MCCs and smaller fact@s are not linked to sources of information and advice on dairy hygiene, and
there is a reluctance to pay for such services as they are relatively expensive and they have yet to
be made aware of the significant changes in the law governing their pra¢teese farmers also
lack awareness of good practice and are potentially vulnerable to changes in market conditions.

Market Drivers & Pro -Poor Opportunities:

1 The newly enacted foesilaf ety | aw gives provision for fitra
cheese sourcddom remote areas, however neither of these are well defifi@ddefinition could
be agreed upon, production and hygiene standards could be developed and disseminated to enable
SSLPs to continue to produce and sell cheese.

1 The mediurhigh end HoReCa market is becoming increasingly interested in niche cheese products
whi ch could be sourced from small Atraditiona
branding. MGroup are leading this at present.

1 Sante and Ek&oods are develapg cheese plants in Thilisi which will come on line in 2012 and
expand their demand by 80t/dVhilst current MCC capacity could take this up, it does present
opportunities for those whoeawithin these catchment arefs; MCCs to expand their catchment
areas and even for new MCCs to emerge.

Household Cheese &8ilk Production & Sale

Small scale livestock producers generally own unimproved Cadoustaincattle yieldingaround 1,300

litres of milk per lactation (taken from Alliances SJ analysid @ farmers in Samtskhe Javakheti). They
make a range of dairy products for their own consumption, selling the surplus when they have the
opportunity. A variety of cheese products are made: low and full fat Imeruli and Sulguni, Nadugi (cottage
cheese), and range of other cheeses that are unique to the region or even to certain villages. The most
common dairy products sold amaédruli cheese (74% of communities stgtthis is the most important),
Sulguni (34%), butter (20%), yoghurt (16%) andduigi (11%). Sheep cheese was ranked important by
17% of communities.

Households sell cheese either to intermediaries who come to the villages (17% of communities), or to
intermediaries in Marneuli or Thilisi, or directly to consumers in municipal or regionaletsarkT heir
choice of market will depend on their transaction size and proximity to the market: if a farmer has a large

48 This takes place only from Tetritskaro which is clas@hilisi with good road links. Focus Group Survey.
47 AlliancesKK Focus Group Survey
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volume or is close to urban centres such as Thilisi or Marneuli (especially Tetritskaro) they have the option
to transport it and sellirectly gaining a premium & S a kfattory io salfa which processes 2t of
milk/day sourced from 150HH in remote villages, sells directly through their own wholesaler outlet in
Thilisi*®. Smaller farmers, and those in more remote areas will genezllty sntermediaries.

Households with access to MCCs have the added choice of being able to sell liquid milk. Access to MCCs
varieswith36 % of womends respondents saying their com
Tsalka and 55% in Dmasii

Whey, the main byroduct of cheese making, is a valuable feed for @gmysked important by +18% of
communities) As such, farmerso6 decision making as toc
governed by whether they will have access tewland smalmedium cheese factories sendeywhack in

plastic barrels to the MCCs so farmers can take it.

Milk Collection Centres (MCCs)

The focusgroup survey and followp key informant interviews revealed that there are around 19 MCCs in

the progam area being supplied by over 4,100 farmers, with the majority of activity in Tsalka
municipality. This is around 16% of households in the program area which is lower than the estimate of
26% accessing fAmilk whol esal &uctona Cdnmff SAdpreSentwheyd i n
collect about 140 tonnes of milk per day which is about 55% of their maximpacita Most are limited

more ly demand thansupplf.abl e 9 bel ow gives an ovepleasealso of |
referto Anng 4 : Map of MCCds in the Project Area.

Table 9: MCCs in Alliances-KK Program Area

Dmanisi | Tetritskaro | Tsalka TOTAL
Number of MCCs 6 3 10 19
Max Capacity I/d 32,450 13,000 95,100 140,550
Current Utilization I/d 20,950 850 55,100 76,900
% utilization 65 7 58 55
Number of suppliers 580 8 3,604 4,192

Many MCCs, especially those in Tsalka, are vertically linked to one of three dairy lead firms: Sante, Eko
Foods and WimnBill-Dann (WBD), but there are also a number of gaviiCCs which either sell to
these firms, directly or via a transport intermediary, or to smallium cheese processors in the region.
Some MCCs are also processors; essentially processors who have spare capacity to sell lighimhexlk.

4 portrays tbkse affiliations in detail.

Private MCCs do not purchase then sell milk; rather they operate by collecting mitketoand charge a
commission ofaround 0.05 GEL per litre. The M@Cpay their farmers every0-14 days when they are

paid by their buyer. As such they are often vulnerable to communication and coordination problems; key
informants had numerous examples of times when t
require it leaving the MCC with a highly perishable commodity todfia market for (with no suitable
transport) or a large cash shtati.

Prices are highly seasortafrom lows of 45/50tetri/l in the summer to up to 95tetri/litre in the wintey

the end of August prices have risen to 70t/l for farmers in the prajeat Pricesalso vary according to

the buyer Presently (Juh2 0 1 $antdépr esent |l y pays MCCb6s 65 tetril/|l
with the MCC making 4/5t/| once transport toare taken into consideratiorEcomilk Ltd producers of
helini 6 cheese laofvehicht6bte" g€ © th& fametr Prices affect the choice of

48
Kl2
49 National Statistics Office of Georgia. 2011. Village Infrastructure Census.
50
Kl4
®1 Interestingly this equates to 23p/l which is the lowest price for nfilred in the UK the highest price being 28.5p/l.
www.fwi.co.uk Prices as of July®12011.
2KI3

25


http://www.fwi.co.uk/

smaller producers on whether to sell milk or produce che&$mnwomen consideprices offered by
traders for liquid milkoo low they will retain their milk ad process cheese at horhe

Small-Medium Cheese Factories

The community focus group survey and Kaformant interviews uncovered nirsgnallmedium cheese
processorgmore than 1lt/day) in the region a further six producing less than 1lt/day and a fuxhe
factoriesthat source milk directly from the area. They range from a small group of large farmers
processing their own milk, to mediusize factories with several employees processing milk collected
either directly from farmers or purchased from MCRBlease refer to Annex 5 Cheese Producing Centres

in the project area for locations, present production and capacity of cheese producers in the three
municipalities*.

The main products amufactured are uBguni (of which some is smoked) ancthéruli cheses. Sulguni
commands a higher pri@es it has higher production costs (boilmfghe milk).

Table 10: Cheese Prices from Producer or Market

Bought Direct from Producg Bought fromWholesalelin Local Market
Imeruli | 3.5/4GEL/kg 4.5/5 GEL/kg

Sulguni| 5.5/6 GEL/kg 6.5/7.5GEL/kg

Cheese Intermediaries

Intermediaries buy surplus cheese from farmers in the villages. They often operate in a territory, meaning
that they generally by from the same farmers and there is bittgetition with other intermediaries.

In the FGS in comparison to Dmani si a ntide surveya | k a
showed thatmost respondents in Tetritskaro said that the most important sooferaw milk are
independent traderk addition in Dmanisi, Tsalka and Tetritskaro the majority (60%) of male and female
focus groups agreed that traders come to the home and have a signal to tell people that they are in the
village anda small number (10%) of female respondents in TetritskatbTsalka also said that traders

call ahead by mobile phone.

Large Dairy Processors

The threebig dairy producers Eko-Foods, Sante and Wimill-Dann make a range of branded fresh
milk, yoghurt, sour @am and cottage cheese but not Imeruli @ig@i at present (see below)Their
products areanade from either fresh liquid milk or imported powdered milk which is reconstituted. Their
liquid milk products are either fresh pasteurized milk or Ultra Heat Treated (UHT). The last year has seen
the emergnce of the pasteurized variety onto the Georgian market, lead initially by WBD with the others
quickly following. This has been driven by the emergence of new legislation that obliges manufacturers to
disclose the ingredients of a food: powdered milkatural milk. As consumers were made more aware of
this they could choose, and many are now choosing to buy Georgian milk rather than imported believing it
to be morenaturaé

Both EkoFoods and Sante are in the process of expanding into producttmarafed cheese products
which will come on stream in 2012. These factories will require an additional 80t of milk per dhig
additional milk could potentially be supplied by existing MCCs which currently only operate at 55% of
capacity, but it alsopens up possibilitie®r expansion into new villages.

%3 Although where women make Sulguni cheese they complain that the cost of firewood also renders this option less
than ickal. Tsalka Focus Group May 2011
** Note; these maps only offer a snapshot of market information to date, in the case of the CPC map it only refers to
cowbs milk processing. Buffal o, sheep and goats chee:
55
KI7/8
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Product Differentiation and Branding

The bulk of cheese is sold unbranded and unpackaged through markets and minimarkets. The vendor will
generally know the origkalaki dtherpfiddatkabppuab a
as they taste it. However supermarkets, such as Goodwill, sell unbremeedi and Silguni cheese

which is vacuum packed either by them or by the factory or intermediary. This cheese is labelled only
with the weight, price and ud®y date, and is sold for arounell® GEL/Kkg.

There is also a range bfanded cheese products suchiaiselgund ( a s lgunkchedse)Snd other
gouda and French type cheeses on the market commanding high premiums (u@Et/Bf retail).
6Shel guni 6 sells at 1 gel / 4 Asgmentighed5agord, Edoads and 0 O g
Sante are in the process of developing branded cheese products.

Quality, Hygiene & Safety of Dairy Production

The hygiene of milk is detmined by the health of the cow (including their diet), milking practices, and
handling and storage of the milk after milking and is largely the function of the degree to which it is
contaminated by bacteria and other substances (e.g. adulteration witiwatir or urine). The presence

of bacteria can be tested in a variety of ways: MCCs and -sneglium factories in Georgia may test for
specific gravity (density) which is a measure of whether water has been added, and Ph (acidity), although
many now hag Lactoscanners which will also test for fat content and conductivity (a measure of the
presence of ions which can indicate mastitis). Larger factories may also conduct bacteriological tests.

Work conducted by GTZ in 2007 revealed high levels of micrabeattle drinking water as well as poor
hygiene practices at milkifyy These lead to microbial contamination of milk and cheese pt®avith
organisms including Eali. Meat was also found to have microbial contamination although it had no
evidence ofparasites or cysts. Neither meat nor dairy products sampled contained TB or brucellosis.
Following the implementation of some simple recommendations for improved milking and cattle handling,
contamination was significantly reduced and milk quality imprb In addition, the authors recommended
further improvements including rehabilitation of water sources, improved manure handling and milk
handling equipment.

Companies purchasing milk complain of poor hygiene quality, but as yet few steps have bedo palss

on information and standards through the supply chain to farmers. Instead, milk found through testing to
be of poorquality is either rejected or is bought for a lower gcemiums are paid for higlat and low
contamination), and mayltimately no longer be bought froitine source altogether. Allianc&d assisted

GDCI in developing the first dairy hygiene manimaiGeorgid” and process aimed at supply from small
farmers which potentially allows companies to embed advice and standards.

5. Beef Core Market

Summary

KvemoKar t | i has the countryés third | argest cattl ¢
the second largest producer of meat at around 10,400 tonnes (dead weight) (sdwedrom 14,700 in

2009, and largesproducer of beef at 6,300 tonnes (down from 7,400 in 2006).

Systemic ConstraintsBeef

1 There is an overall inefficiency in coordinatittge supply of live cattle from more remote villages
arising from a lack of linkages between farmers and buyers,ntiyrreolved by the regional
livestock market which leads to high transaction costs and poor welfare. In addition lack of
appropriatetransport, weighing and handling facilities ans that livestock suffer poor welfare,
decreaing their quality at slaughtend farmers have disadvantaged transactions due to lack of
transparency and choice on pricing including the role of collusion and monopgliesf this

% Gulnara,D & Paghava, | (2007). Hygiene situation in agricultural production in Georgia.
5" Now available contact www.gdci.ge
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means thathe market is not able to meet current rising deman4
through thenewformal channels wish are emerging.

1 Quality of the Caucus Mountain Cattle for Beef; the breed does
lend itself to the demands of the growing and chang
slaughterhouses and wholesale markagsthe margins are toc
small to cover the costs of more sophisticated opestidhich
require economies of scale for profit.

Market Drivers & Pro -Poor Opportunities:

1 With rising demand for higher quality animals there is potential
the poor to upgrade their production through cross breet
with beef breeds leading to higherogith ratesand better
finishing with better confirmation animals which are mo
valuable for the market.

1 Whilst at present the poorer farmers lack housing for fatter
animals this might provide the incentive to invest in this €
better feeding.

1 There ispotential for expansion ismall regional abattoirs for
slaughter to order and reduced transport costs and
slaughter/kg/live weight. Potentially giving the poor access
a higher quality market.

Beef Production

Production of beef cattle can beohdly divided into smalécale (from
Afamily hol d-scaejcenimercia farchs. |Smaita@ecfarm
production of beef cattle accounts for around 99.5% of total produc
in Georgia (around 29,000 tonn&s)

Farmers in Kvemdartli typically own from 1-11 breeding cows on
averag® calving in the spring (FeMay). Beef is rarely consumed b
the household as it is too vahla and too large to deal with i.e
consume fresh or preserveSmaller farmers (<5 cows) tend tack

sufficient animal housintp allow fattening of calves up to maturity (12

Box 1: Summary of a Licensed
Slaughterhouse:
Teleti Slaughterhouse

The Teleti slaughterhouse is located i
Gardabani municipality. The capacity
of the slaughterhouse is 100 cows/da
but currently only operates at half of
this capacity. The Iaughterhouse
provides only a slaughieg service,
and no wholesale service unlike
Natakhtari slaughterhouse.

Clients: The main clients of the
slaughterhouse are farmers who live i
Kvemo Kartli. The slaughterhouse
does not carry out marketing actiesi
From 2530 minutes are needed tc
slaughter one cow. The slaughterhous
has 5 vets to carry out inspections an
certify meat (Form 2).

Service fees:The cost of the service is
1 GEL per kilogram of live weight,
and the client must leave the hides t
the slaughterhouse. They also have
refrigerated truck and can transpor
according to their clients
requirements.

18 months) so male calves are often sold at around 3 months through local markets such as Marneuli, with
females kept as dairy replacements. There is no purpose beef breeding being conducted in tbeiregion (
the country) at present, so farmers are using the general purpose Caucasus Mountainbi@dcoass/

types (e.g. with Brown Swiss).

A few large companies such as®toup, are developing their own beef farms in order to stabilize supply.
However at present they are fattening Caucasus Mountain type cattle which do not have good
conformation for high quality beef cuts. There are some companies considering the development of beef
feed lots to supply the large abattoirs with higher quality aninmate Georgiaor even imported from

Belorussia, th&Jkraine or even Australia

Slaughter and Butchery

There are at present around 32 licensed abattoirs operational in Gebrgidhe last two/ears has seen
the opening of twmew large licensed altairs in Georgia Natakhtari and Telet{see Box 1 abovevith
several more in development (e.g. one in Samtskivakheti with a stated capacity of 200 cattle/daleun
construction). This developmeid being driven by regulation that will ensure thHatestock will
increasingly go through these channstsch provides a relatively safe platform for the large investment

required to open and operate these facilities.

%8 National Statistics Office of Georgia, 2010. Agriculture of Georgia, 2009.
%9 Alliances KK Focus Group Survey

0KI-11

61K1-24
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The capacity of these new facilities ranges from 200 cattle Only five of these i currentlylicensed to

sell beef in Thilisisee Table These facilities, driven by regulation and the alleged involvement of
powerful individuals close to the administration, are rapidly changing the governance of thehaafue
for beef. Until recety the structure was dominated by a large number of smadlium traders buying
through regional markets and selling to samaéidium butchers. However this is rapidly becoming a large
industry dominated by a few lead firms (with many of the same backéis)are vertically integrating
sourcing through to butchery and processing, potentially crowding out many small traders.

This effect waskeenly observed in Thilisi where prices rosébom 10 GEL/kg to 15GEL/kgn June
driving sales down by around 66% This price rise wasdriven by the necessity of purchasing from either
Teleti or Natakhtari abattoirs who wholesale at an additional2B00GEL/cow (depending on the source
of information). In addition these butchers complain about the quality of th& mbere before they
selected cattle as they went to slaughter, they now have to puvdhaisyers available.

Table 11: Abattoirs Licensed to sell to Thilisi

Name Location Capacity(Head/day) | Current Throughput (H/day)
Teleti Kvemo-Kartli 100 50

Natakhtari Thilisi (ShidaKartli) 500 100

Meskheti Products Samtskhelavakheti 20 10

Shula Kvemo-Kartli 22 Opened 13/9/11

Karjala Kakheti 20 Unknown

Municipal/Regional Sale

Livestock Marketing

Small, medium farmers often sell distock through Marneuli Livestock Market (every Sunday) and
through smaller village markets or to traders in the villages. Livestmekbrought from Tsalka,
Tetritskaro, Gardabani and Samtsklaakheti regions. Most of the traders are intermediariesdpuy
supply someone el se or s edolnothag any bealth documents] Theen@ais ¢ a
players at the market awszeri trader§®. Currently he priceof 1kg livestock is from 4 to 5 GEL at
Marneul livestock market.

Municipal/Regional Butchery

Slaughter outside of Thilisi imunicipal centres such adarneuli has traditionally been conducted by

small butchers. Until recently they slaughtered outside their shops as a mark of freshness, and some had
reasonable waste managemenbwedver a recent crackdm by the local government means that they can

no longer do this, but the absence of any ofmral abattoir in Marneuli meartkat they now slaughter in

their back yards and transport the halves in a caraschutka Recently, havever a new abattoilShulg

is preparing to openear Marneuli with a daily capacity of 20 cows, possibly with a view to sungpiiye

Marneuli butchers when the new rules take force.

There ae approximately 30 bedfutchers in Marneuli alone. Butchdend to specialize in one type of

animal; beef, sheep or, less frequently, pork although there are some butchers that combine beef and sheep.
Meat cuts are not differentiated other than with or without bones with a 1GEL/kg price premium for de
boned beef.Most Marneuli beef butchers buy a batch & Battle per week at the Livestock Market, keep

them around their house and slaughter as required. bibshersare of similar sie, slaughtering and
processing on@nimal per day of between 80 and 120kg-kveight (about 1218 months old). These

animals are preferred for the following reasons:

 The meat is more tender
1 Fresh meat is preferred (slaughtered on the day of consumption)

62K|-26. Beef now retails, three months later at 13GEL/kg a 3GEL/kg rise on the priceywnegulations.

®This information on Marneuli market was obtained by | AAD.
market did not say where they uld take purchased livestock. They were very secretive. They all provided the same answer and

said that they need it for their families. They did not want to admit they were buying them to sell on for a bettergyricedrito

avoid our questionsatdh ey di d not wish us to have their names and tele
they knew us well. To gain information better we tried to b
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1 The volume of demanddm most shops of 450kg of meat means that one animithis weight can
be sold in one day virtually eliminating the need for estlstage (though most have a refrigerator
for leftovers)

1 A daily turnover of on@nimal is good from a cadlow perspective

In Marneuli alone therefore it can be estimated there is a weekly demand for 16@.80 cattle per week
yielding 6700i 9000 kg per week of saleable meat. Butchers work off a margin of around 1GEL per kilo
over the liveweight cost per kilo. Skins are sold to dealers from Rustavi who come direicdystmp to

buy. Little is known by the butchers as to what is done with them. Bones are mostly sold with the meat as
most consumers buy cuts with bones in. Otherwise any waste bonegaraway fotherding dogs.

Tanning

There is a rumoured to begavernment embargo on the export of wet, salted hides which are commonly
exported to Turkey and Azerbaijan. Nevertheless government statistics recorded $307,300 worth of raw
sheep and goat hides exported in 2010, up from 2009 ($279,600)$58,500 areecorded for the first
guarter of 2011.

Leather exports from Georgia were very low in 2009 and 2010ydmesuddenlyin 2011 indicating that
there is some development of the indusBgd Figure3). There is one main tannery in Georgia located in
Rustvi; Philimasca Traders in KvemdKartli buy raw skins from butchers, salt them and sell them to
this tannery and are paid according to the grade.

Combined Export of Bovine & Equine leather, Sheep & Lamb
Skin & Leather from Other Animals
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800.0 /
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400.0 /
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Figure 20: Combined export of bovine & equine leather, sheep & lamb skin & lather from other animals
Import

Meat is the second largest food import into Georgia after wheat: Around 24% of beef consumed in
Georgia is imported and this figure is rising steadilymported beef (actually predominantbyffalo®®’)

mainly comes fromindia with about $10 million worth being imported in 2009 which is frozen and
destined mostly for the HoReCa market, prisons and military garffsons Gi ven Geor gi aés
producing lowgrade beef it is perhaps surprising that so much is impdrteaever the price of imported

beef makes it attractive: at the time of writing Indian buffalo meat is priced at a@ufid 3.5 /kg = 4.6

i 6.0 GEL on the international mark&tand around ® GEL/kg wholesale in Georgia which is a
considerable marginompared to a national averaige local beefof 9-10 GEL/kg with about a 1 GEL/kg

64 Department of Statistics of Georgia. 20®atisticalYearbook of Georgia: 2009.

% Department of Statistics of Georgia. 2009. Statistical Yearbook of Georgia: 2009.

% Gerhard Hiese,, G & Tkeshelashvili, D. 2007. Market Study Beef Market Georgia. GTZ
57 Embassy of India, Yerevan. 2005. Market ®yrfor Frozen Buffalo Meat in Georgia.

8 KIl Simon Appleby, 2011.

8 Indiamart News. 9/3/2011. Indianffalo meat export may go up.
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margin; even more witthe permanenincreasen Thilisi prices to13GEL/kg due tothe introduction of
new controlsn June & 2011(see Cros€utting Rulesy.

In 2005 thee were 7 licensed importers of Indian frozen buffalo meat in Georgia buying from 4 main
exporters from Indid. At that time they were estimating that the market could absorb 6,000 tonnes of
buffalo meat annually, but at the time of writing the volumealimost double, indicating that there is
growth potential in this sector.

Import & Export of Livestock & Livestock Products
18,000 —e— Caittle live export
16,000 l*\\e
14,000 / \ —8— Sheep & goat live
a 12,000 - export
% 10,000 / / L Cattle import
§ 8,000 / /
- 6,000 /{ / Sheep & goat import
4,000 e
2,000 = ,I —»— Beef import (frozen
0 o = & fresh)
O % M © ) Q —e— Sheep & goat meat
Q Q Q Q Q N
SIS SIS S S import

Figure 21: Georgia Import & Export of Livestock & Livestock Products "2

6. Sheep Core Market

Summary
The sheep market is a lot thinner than the beefdaing markets and it is primarily focussed on emerging
export opportunities to the Middle East. There

the Muslim ethnic Azeri community and around Easter for Georgian Orthodox saci#itesighthere
are well known Georgian dishes of lamblence there are not many players in the market and very little
value additiorat present

Systemic WeaknesseSheep

1 There is no licensed halal sheep abattoir in Georgia

1 Therisk climate means that potertiavestors are very reluctant fearing powerful monopoly holders
with close political linksor a weak regulatory environment whietay undermine their succé$s

1 Breed quality for wool, uneven poor quality wool barring any export opportunities to Azerbagan
Turkeyand littleprocessing beyond household level in country.

Market Drivers & Pro -Poor Opportunities:

1 Export demand for sheep is high and Georgia is well placed to engage in this market. There is
potential to diversify into exporting chilled hatauts that would also support the burgeoning hide
trade.

1 Some interest in developing the wool trade in Georgia and low price gives value addition potential.

°DWVG Agro & Food News Georgia 14/06/2011

"L Embassy of IndiaYerevan. 2005. Market Survey for Frozen Buffalo MeaBeorgia.

2 Department of Statistics of Georgia. 2009. Statistical Yearbook of Georgia: 2009

3 A large Georgian sheep exporter lost $50,000 recently due to a delayed flight (2 weeks overdue) following which the end of
Ramadan had passed in Qatad #rey no longer wanted the consignment. Rustavi 2 TV channel.
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Sheep Production

In 2010 gvernmentstatistics estimated the total Georgian sheep and goatapiop at around 564,000.
However industry leaders think this is a gross under estimate, putting the figure Fe¢@0ed@, and also
suggested the maximum carrying capacity to be around 1.1 milimmo-Kartli has the second largest
population of shep in Georgia(21%) after Kakheti(44%) andthe production systems ohdse two
regions are intimately linked as large numhmErsheep migrate between the two regions to exploit summer
and winter pastureKyemo-Kartli & Kakheti respectively.

The reeived wisdom is that sheep ownership is the entirely the preserve of the Azeri population. However
analysis of government statistics on village sheep ownership, combined with estimates of ethnic
composition from Alliance&K focus groups suggests otheraisSheep numbers vary according to both

the ethnic composition and the municipality. In communities wkbeep are owned, Azeresvn 2.7

sheep, Georgians 2.3, Greeks 1.4, Armenians 1.3 and Russians 0.4 per household. However overall,
Azeris do own 6% of KvemoK a r tsheepomith Armenians owning 28%. Individual flock sizes are
difficult to ascertain.See Figur@2.

Mean Sheep Ownership Per Household
(Weighted Mean Only Including HHs that Own Sheep)
6.00
5.00
o
% 4.00 O Tsalka
5 3.00 [ ] — @ Dmanisi
g ' | O Tetritskaro
g 2.00 A O Mean
P4 _ —
1.00
0.00 T _| T T T
Georgian Russian Armenian Azeri Greek
Figure 22 Mean sheep Ownership per HH according to Ethnicity
Table12: Sheep Nunbers by Ethnicity in the Project Area
Georgian Russian | Armenian Azeri Greek Other
Tsalka 287,341 4,487| 1,246,500, 163,293 30,506 27
Dmanisi 3,517 10,380 11,300| 2,543,103 127,564 2,865
Tetritskaro 18,057 26,594 79,066| 202,076 10,133 1,098
TOTAL 308,915 41,461| 1,336,866 2,908,472 168,203 3,990
% of total 6.48 0.87 28.04 61.00 3.53 0.08

Transhumance & Migration

Large numbers of sheep and cattle are brought frokinétaalong traditional migration routes to swer

pastures in Kvem&hartli every yeafrom mid May to mid June The routes are ancient with knowledge
passed down from herder to herder about overnight stops, grazing and watering points. Governmental
remit of the migration is under the National Food Agewho have plans to improve teginaryy controls

e.g. sheep dips and signage along the routes. Conflicts do exist along the routes between local residents
and the herders and their flocks over attempts by locals to block access to certain pastures or even theft of
herded animals en rodte A particular flash point is the village of TsinskdroTetritskaro Municipality

K123
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where the flocks pass through the village and residents complain bitterly of diseases being passed to their
animals and the dirt and public nuisance caus®iteep for exportra sold from the high pastures where
guarantines are heldnnex 6 shows the Maprovided by the NFA showinthe key migration routes and
currentvaccination concentration zones.

Local Market and Consumption

Key informants 18 and 20 provided informatiabout the market for sheep in Georgia describing the
mar ket for sheep meat as compared to that of be
sheep meat within the Georgian population is based on seasonal and ritualistic use and sats, astaugh
consumption taking place within communities as demand dictates and as influenced by edhdicity
cultural preference. l.eniMarneuli with a majority Azeri population sheep butchers are as numerous as
beef butchers due to the regular consumpdiomutton and lamb by the Azeri population. Kl 13 and 14 a
sheep butcher and shepherd respectively described the ad hoc selling and buying of single animals for the
local market.

SheepExport

All the above key informants described the large scale exfpaheep to countries including Azerbaijan,
Armenia, Dubai, Egypt, Israel, Iran, Lebanon, Syl Qatar by road and airfreight. Although Georgian
sheep are more expensive than Australian or New
by exporters as is the smaller size of Georgian male sheep which provides a cheaper option for consumers
in the exporting countries than larger local breeds when slaughtering for sachifiz610 50,000 sheep

were exported from Tsalka municipality infirmenia’® Sheep are collected in large flocks in areas
described by the Deputy Head of the NFehd a sheep exporté€l23)as O quarantine poirt
the high pastures with the minimal requirements that these points are situated away from vilkatges

and infrastructureThey are checked by vets and tested whilst kept in quarantine tagged atakémeby

road or to the airport for airfreighto the Middle East), to the ports of Poti or Batumi (for export to
Lebanon) or by road to the Azerotgler where they are herded acrogmimals for air freight are ear

tagged at apnetimevet inspection. Precise information as to the exact nature of these transactions is
difficult to ascertain.

The NFA stated its intent to transform the market frome liransport to the export of chilled meats to
support processing industries in Georgia and export a higher value prdchistwas also echoed by a
major sheep exporter who expressed intenedeveloping a small &al abattoibut was hesitant to inves

in an uncertain climate where monopoly positions are perceived to be given to powerful oliddatdds.
abattoirs must conform to internationally recognized standards which can be administered from Turkey.

7. CrossSectoral Market Drivers
Growth in HoReCa Sector

The restaurant sector (restaurants & cafeterias) has enjoyed steady growth over thé pasirss
universally across the sector, whilst bars have remained almost®statie turnover of the sector as a
whole has grown from 35.8 million GEh 2004 to 175.2 million GEL in 2009 (almost 490%). Thbilisi has

the largest restaurant sector totalling 205 million GEL in 2009, and is about 74% of the market with over
560 registered restaurants, followed by Adjara (Batumi & Kobuleti summer réSwis) over 150;

Thilisi has 0.5 restaurants per 1,000 inhabitants.

The emergence and dominance of a few large HoReCa groups, typifiedSoguy is changing the sector.
M-Group (and their subsidiarMega Foods cater for everything from prisons and militagarrisons
(feeding 15,000 troops and 18,000 prisoners per day) teemdhrestaurants (they own or manage 16

75
KI20

®"Chancellor, R. 2010. No Vegetarianés Land: Georgian Res|
"Chancellor R. 2010. No Vegetarianés Land: Georgian Res|
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restaurants serving 2,100 customers per%laynd also have interests in various other fobdin actors

such as Vake Meat Products. They htheir own centralized warehousing and chilling plant enabling

them to achieve high economies of scale. Most of theirdogbeef is imported (Indian buffalo), whilst

the highend is served by locally sourced beef with some of it coming from their own f&tigh-end

hotels such as the Sheraton have their own international standards and source through suppliers who in turn
have to adhere to them.-Mroup are also developing a line of products that are reviving regional Georgia
dishes and products. Th&uri Sachli(bread house) restaurant offers regional dishes chosen from 5,000
dishes collected by their head chef from around Georgia. They are also developing a cheese menu of
revived regional cheeses and are interested in niche/artisanal production.

Commodity Prices& Export Demand

Price of Fuel
- World food prices are on the rise as is fuel limiting inputs to more intensive farming production
and services for SSLP6s e.g. restriction of a

too high A heavy reliance on gra$sd livestock production will continue.

Price of Powdered Milk
- The advent of the food labelling law has meant that consumers are now aware when companies are
using cheap imported powdered milk. This has opempatie liquid milk market but the price of
powdered milk will inevitably drive prices of liquid milk in Georgia to some degree as
manufacturers can always substitute liquid for powder.

Price of Domestic & Imported Beef & Buffalo Meat
- With the change in the governarsteucture of the beef valughainelevating prices, at least in the
shortmedium term, it is likely that imports of low cost beef, especially Indian buffalo, into the
lower end of the HoReCa market and for caning and processimignue and grow This is
unlikely to replace fresh meat however.

Export Demand for Sheep
- The export market to Armenia and Azerbaijan and the near and Middle East is the major price
driver for sheep in Georgia.

Food-Safety Legislation & Enforcement

Increased regulation, insgt®ons and requirements for food producers is developing a more formalized
value chain favouring larger lead farms who have the capital to upgrade giving them a market advantage.
Depending on the speed of the regulation and severity of penalties imposidsiey not meeting
requirements there is a significant possibility of many smaller food producers going out of business.
Included in this is a drive towards traceability in theeditock value chain with plans fstricterwhole
scaletagging and registriain in the pipeline for roll out over the next few years which may restrict access

to markets for smaller producers.

Food safety legislation has had a long and chequered history in Georgia with a lot attstakentual
enforcement is probably the mailriver of the market which could have positive or negative consequences

for small livestock farmers depending on the nature of that enforcement. In the midst of the discussion and
confusion regarding the development of an appropriate strategy for Fadety $h Georgia a 2009
Transparencyinternational report entitled~ood Safety in Georgla st at ed the need fo
medium term goals and standards for the protection of public health mdtilereating barriers for the
Georgian producers in theeGrgian markét was  c donbrerdspofidedand the International
FinanceCorporation(IFC) project a member of the WB group in partnership with BP and the Austrian
Ministry of Finance; launched in 2010 the IFC Georgia Food Safety Improvement Rvbjebt has 3

main components:

"8 http://www.mgroup.ge/?action=page&p_id=36&lang=eng
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- Providing advice to companies in upgrading their food systems
- Improving public and private awareness on food safety issues and solutions (involving GDCI)
- Harmonising Georgiafood safety regulations withest practice&

The enactment and roll out of the Ggiar FoodSafety Strategy (see Annex 7 for an Overviefathe

Strategy and Implementing Organizatipasd the development and definition of the role of the National
Food Agency see Bof below mark a phase in the implemtation of Food Safety and Hygiene in
Georgia. On 6" July the NFA released a notice of the enforcement regime for the registration of food
businesses: unregistered food producing businesses can be fined 300 GEL, those violating veterinary laws
in slaugherhouses can be fined 1,500 GEL. Ciritical and-critical offences, and repeat offences have

fines of varying severity and the agency has the power to close businesses until their practices have been
rectified®.

Box 2: The National Food Agency(NFA
The NFA will be a key actor with whom Alliances KK will engage on issues pertaining to Food Safety and
Hygiene. The National Food Agency (NFA) was created on January 14, 2011 and has replaced the
National Service for Food Safety, Veterinary and Plant PiiotedNFA is represented in every region|of
Georgia and has the following structural departments with their specific responsibilities:

- Food departmentVeterinary departmentPhytosanitary departmentAdministrative department
International relatios departmentood and fodder departmeiMobile response ipup

The NFA has primary responsibility on the implementation of food safety and hygiene policy, legislation
and regulations implementation in Georgia as well as organizing public and contflipgvate
veterinary activities. The main functions are:

Food safety and quality protection

Control of hygiene, veterinary epidemiology and phsamitary requirements and rules

Risk assessment and management in food safety

Control on tle conditions of food

Registration and control of pesticides, agrochemicals, veterinary medicines (drugs) and mineral

water

Categorize the water as commodity

Prophylactic treatment and eradication measures implementation against most dangerous

animal diseases

- Quarantine and protection of the plants against most dangerous pests

- Coordination and supervision of private veterinary activities

- Issuing permissions and certificates concerning food safety and other related matters

- Providing the public with timely, impartial and objective information on potential risks and
threats

- Response on administrative violations regarding the food safety

- Cooperate with relevant international organizations

- Create crisis management plans

Livestock Movement:
The NFA also establishes the routes for moving livestock and sheep. These are traditional routes used by
the farmers over centuries. The NFA supervises and maps the routes including vaccination for Foot and
Mouth in areas of high concentim/high priority. See Map in Annex:6

9 Alliances KK will coordinate and liaise with this project regarding any large companies come across during project outside of

our scope, in line with their efunding policy we will leverage emvestment of 50% on any Food Safety consulting so as not to
undermine the market . GDCI a service provider working with Alliances SJ is working with IFC Project doing consulting and
awareness raising workshops fom $MEMar ketAltlhieanmceserKKcwsult d
raising workshops and the extension of 2 products the GMP a
Part of the implementation of the GMP would be use of a comprehensive Ffatgd & Hygiene manual developed under
Alliances SJ.

8 Weekly Georgian Journal. £40" July, 2011. Local Food Market is Discriminated
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Upcoming Projects
The NFA is planning to roll out an Al project for improved beef breeds in near future and is currently
looking at Angus, Herefords and Charolais as potential breeds for cross breeding withtttealanning
to sell the semen at cost price to farmers. They also plan a livestock identification system for the|tagging,
identification and traceability of livestock in Georgia with farmers paying for the cost of the tags.

A key area for facilitdbn is anticipated to be the legislation related to relaxed regulatory environments for
small enterprisesvhere interventions focusing on product differentiation and the protection of jsmall
producers will be targeted.

The three categories defined under kegislation are;

1. Traditional national food production, processing and distribution.
2. Food business operators with special geographic constraints placing them in unequal conditions
(transportation, production conditions, etc).
3. The direct sudy, by the producer, of small quantities to the final consumer or to local retail
establishments directly supplying the final consumer.

SeeAppendix 8for full details of the relaxed regulatory environments for sisdleenterprises.

Formalization of Meat Sector, the Growth of Abattoirs and Shifting Governance

With these recent rule changes stemming from the enactment of the 2005 law on food safety in January
2011, the meat sector is becoming more formalized with livestock (especially cattle)pbetegsed

through larger abattoirs and wholesaled to independent butchers and retailed through integrated branded
butchers. When a similar law was enacted in Poland early in the last decade, the meat industry was hit
hard with the number of meat companand slaughterhouses more than halving over a 6 year$eriod

The potential impact on small producers of this is hard to gauge at present, but it may be anticipated that
they will face more regulation. The National Food Agency has plans to implementlsompegistration

of cattlé®.

TheChanging governance tiie meat supphchain throughthe opening of slaughterhouses

- The last two years has seen tpening of 2 new large slaughterhouse&eorgia; who combined
have the capacity to slaughter hdifo Geor gi ads domesti c requiremer
in development. This in turn is being driven by regulation that will ensure that livestock will
increasingly go through these channels, and provides a relatively safe platform for the large
investment required to open and operate these facilities.

- At present all meat entering Thilisi must go through one of 5 licensed abattoirs. The capacity of
these Bw facilities ranges from 20500 cattle per daySee Table 11

- With this change in goveamce will come a shift in demand towards heavier beef dsimish
better conformation i.emore muscling on the rump and shoulder so that waste is reduced and
increaseckefficiency through the slaughter of fewer cattle for the same quantity of bEeE is
forcing lead market players to consider the import of better quality animal§argBelorussia
and evenAustralia In addition the importation supply chain wouldcbme more organised
involving fewer transactions for larger sizes than the local guppl

Improving Roads and Infrastructure

I n the Village Infrastructur al Census conducted
access to agricultural inputs and services was remoteneatefldoo far from the village). Improvement
to roads are an important deiv The new main road Iking the main road from Thilisto Tsalka,

8 Transparency International Georgia. 2008ood Safety in Georgia.
82K|-24
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Ninotsminda, Akhalkalaki and Akhaltsikhe has slashed journey times and opened access to Thilisi and
larger regional markets for people in very remote locesti

8. CrossSectoral Supporting Functions

Summary

Constraints and lack of efficiency in the provision of supporting functions at the service ugher f
constrain growth iragribusinesses and in turn on the small scale livesiomtucers who relypon them
for markets, inputs and services.

Systemic Weaknesses:

1 Low outreach & quality of financial servicesconstrains growth and efficient functioning of SMEs
serving farmers and buying their products. Farmers currently spend a lot of time and money
simply paying utility bills and collecting payments; buyers of milk face difficulties in servicing
payments in cash.

1 An overalllack of awareness of incoming foodafety laws and their implicationsof dairy and
beef valuechain actors stems fromestrictedoutreach ofthe NFA, and partly of private sector
consulting firms.

9 Poor village road connectiondo some areas leave farmers cut off from some agricultural services
and inputs (vets, seeds, machinery etc).

1 Inadequate and expensive livestock transporgives rise to relatively high transaction costs for
farmers and traders. High cost is partly related to poor infictatie (long journey times; wear
and teay. Inadequate quality of transport (trucks are not converted for livestock and do not have
loading,or divisions to prevent injury.

1 Weak vet servicesarise from an overall lack of demand for anything but drugs for farmers to
administer temselves Licensing of vets is still in a state of confusion.

1 Inadequate availability of machinery servicesfor hay making arising from high replacementdan
investment costs in new machindor new entrants.

T Weak media & information services mean that farmers have little or no formal access to
information to aid decision making such as market prices, vendors ofesearnd inputs, buyers
and sellers of products and on new production techniques etc.

i Pasture accesss restricted to a degree by uncertainty over tenure due to some sales by the
government and a weakness in the mechanisms that would make information eshgwaed
sales availableMediation servicesalso have poor outreach.

1 Quality of pasture may be poor in some places due to heavy stocking and poor grazing practices,
although more investigations need to be conducted to verify this.

1 Weak trade associatios

Market Drivers & Pro -Poor Opportunities:

1 The main roads are improving with the TsalkaTbilisi road newly refurbished with more
improvements potentially planned to others.

1 Open Revolution launched their MobiPay service in Thilisi in 2011 and nowdwavel 00,000 users
and, with assistancedm the international community, are expanding into rural ar@ass offers
potential to expand into Kverrigartli and save farmers and SMEs time and money through
mobile payment technology.

1 Development of media dninformation services for agriculture; a number of small publications
operate but have no agricultural content. Allian8dshas worked with a newspaper who has a
good product that could be included in these and help to expand their readership.

1 Local goernment and civil society actors have a willingness to engage in dialogue to resolve
confusion over land ownership, and make information more readily available.
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Service LevelSupporting Functions

Food Safety Consulting Services

There are three main foeghfety consulting firms based in Thilisi: GDCI (the market leaders), PMCG and
Management Systems, and another three emergin§’olEE has a three year program (begun in 2010)

to develop this small but burgeoning seevgector aimed at assisting seevprovidersn delivering high

quality services to the dairy industry to attract investment and increase sales (domestic and export). In
addition they assist companies in obtaining consulting services by discounting the cost: firms wishing to,
or compeled to, move towards HACCP compliance in order to remain competitive may exgpegtiiol

2,000 per month for around a y&amhich to many is prohibitive. Their focus is initially on high risk
sectors such as dairy although meat is not currently included

Financial Services (Agribusinesses)

Capital for smaHmedium agribusinesses is a severe limitation. Accessing formal capital for expansion
such as bank loans is difficult as banks still generally perceive agribusiness to be risky and government
subsdised loans, when available, may be difficult to access.

Bank of Georgia recently released an SME loan package from-20000 USD with a 3 month interest
holiday and an overdraft facility which, if open to agricultural SMEs could be attr&ctiireaddition a
new entrant into the micrinance sector, Agro Credit, is offering a range of products specifically for the
sector including an SME Agro Loan with up to a 9 month grace period dnghtionfrom 6-60 month¥&.

A summary of credit institutioni; Georgia is provided in Table Ii&low.

Table 13: Georgian Credit Institutions, Products and Rates of Interest

Credit Type Agricultural Loan | Loan | Annual
Institute Products Term | Interest
(Year) | Rate (%)
Credo MFI Agricultural & Businesy 1-3 1844
loans
Pro-Credit Bank Agricultural & Businesy 1-3 22-36
Bank loans
Bank of [ Bank Agricultural & Businesy 1-4 22-36
Georgia loans
Finca MFI Agricultural Loans 1-3 24-38
Alliance MFI Agricultural & Businesy 1-3 3040
Holding Loans

Supplychains are largely financed through cash as farmers rarely have bank accounts (see below),
necessitatinghe need fotraders and MCCs to handle large amowftsashwhich is time consuming,
inconvenient and potentially risky.

Roads & Infrastructure

In the Village I nfrastructur al Census conducted
access to agricultural inputs and services was remoteness (located too far from the village) or poor quality
of the roads. The three municipal centres (Dmanisi, Tsalka and Tetritskaro) are well served by surfaced
roads. The upgrading of the road from Thilisi to Akhalkalaki, through Tsalka means that journey times
from Tsalka to the capitdlave been reduced consideraldpenirg up dairy supply from the area even

more than before. Average journey times to Thilisi are:

1 Tetritskaro - 60 minutes (65 km)
1 Tsalka - 110 minutes (95 km)

B KI 23124

8 Transparency Intertional Georgia. 2009Food Safety in Georgia.

8 Financial. 206-2011. Bank of Georgia New Loan Offer for SMEs.

8 Agro Credit Website. Accessed 22/6/20http://agrocredit.ge/ihex.php?do=static&page=eng_3
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1 Dmanisi - 90 minutes(85 km)
1 Marneuli - 40 minutes(42 km)

Livestock & Dairy Transport

There is very little dedicated livestock transport available in Georgia and numerous key informants
mentioned this as a limitation to the growth in the indugtig 1,KI123). Some operators have converted
Kamaz trucks to have two tiers for gipe(big 6wheel trucks capable of accessing steep mountain areas),
and there are some who have made modifications to other trucks for cattle. Otherwise the majority of
livestock transport is in generic unmodified trucks which have little provision fdilgaand unloading,

and no divisions to prevent crushing and injury. When cattle reach the slhogiseerthey are often
bruised stressd or even injuredvhich adversely affects meat quality.

Transport is expensive, partly because of poor roads (lamggyp times and increased wear and Jeak

trip from the summer pasture areas to Thilisi for a load of sheepl(A®0for example costs& GEL per

head (750 1000 GEL), and up to 10 GEL per head to Poti (1,500 GEL). Some MCCs have a refrigerated
bulk tank to facilitate transport of milk from farmers to the centre, but many use their own car, or hired
vans for the purpose. Larger dairy companies purchasing from MCCs either have their own refrigerated
bulk tanks or use a transport intermediary whesusne. Smaller dairy companies may have appropriate
transport, busome resort to hired transport, generic trucks or everusarg plastic containers.

Trade Associations

National Milk Producers Association (NMPA)
The National Milk Producers Associath (NMPA) is an association which was established by GRM. It
i ncorporates 20 milk producers6 associations thr
Kvemo Kartli. The goal of NPMA is lobbyintpr its membershelping them in implementatioof new
technologies and introducing legislative amendments. The membership fee for the associations is 20 GEL
per month.
NMPA carries out commercial activities too:
1. Repair and installation of necessary equipment for milk collecting and processing.
2. Sale ofVeterinary drugs
3. Feed mill for producing of combinedfoadn d mi ner al bl ocks O6Loki Bl o
4. Equipment rental (chopper and tractor)

Dairy Georgia

The association of producers of Milk and Dairy Products was created in 2006 with an assistance of OPTO
Internaional for supporting Milk and Dairy Sectordevelopment in Georgiathe founders of the
association are the popular and leadith@giry companies such asSante; Amaltea (Didube Milk); Eeo

Food; Georgian Products

1. The association colléz and analyses the data in regard with dairy products and expands dairy
market through their promotion activities

2. With an aim to improve quality and increase safety of dairy products the association creates

working groups, conducts trainings and impleteeactivities promoting nutritional value of

quality dairy products

The association supports cooperation among the dairies

The association cooperates and participates in elaboration of regulations and laws concerning milk

and dairy sector

how

Farm Level Supporting Functions

Veterinary Services

The Village Infrastructural Censlisrevealed that 66.3% of residents of Kvekwartli use veterinary
services, with 24% saying that they cannot access them and 9.7% saying that they either do not need them
or have nbheard of them. The main reasons for not accessing theenmagnly because it was too far

from the village poor quality roads (77%), or the service being too expensive (15%)e FGS gave

¥ National Statistics Office of Georgi@2011. Village Infrastructure Census.
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figures of 58% of communities accessing vet drugs inrtkemmunity and between-84% canaccess a
vet in their communitylnterestingly 20% (versus men 12%) of women reported usialifional remedies
for healing livestock.

The main veterinary service points are listed below. There are probably sevegabakked and less
formal providers of veterinary services and drugs in the program area which would explain the high access
reported by both surveys.

Tsalka: Two vet pharmacy shops: Individual entrepreneurs Roin Abuladze and Tsalka agriculture service
centre Ltd, which cannot meet full demand.

Dmanisi: Only one veterinary pharmacy operates in the municipality. Approximately from 15 to 20
farmers /day use the pharmacy. The pharmacy belongs to Dmanisi Agricultural Service Centre.

Tetritskaro: There is a vet chemist shop in the rayon which is not functioning. Inhabitants are forced to
purchase vet drugs out of the municipalitgually Thilisi,.

The National Food Agency has municipal representatives in all three municipalities. In general their
outreach is low and limited to conducting a limited number of vaccinations. Vaccinations for foot and
mouth disease in 2010/11 numbered 2,400 (Dmanisi), 3,150 (Tsalka). The NFA is under resourced to
deliver more vaccinationsDisease control is confoundidy the presence of transit routes for tens of
thousands of sheep and cattle coming through to summer pasture from Kakheti, with an estimated 500,000
head of sheep and cattle passing through the region on their way to summer pasture each year.

Machinery Services
The VIC revealed that 39% of residents of KveKartli use machinery services (compared to 51%
national average), 26% cannot use and 35% do not need them or have not heard of them. ®Echanove
(2011) in his analysis of national level results httted the lack of need of these services to either small
plot size or machinery ownersfip However the Alliance&K focus group survey revealed a third
alternative: draught animal us7% communities said that horses and donkeys were important for
cultivation, 37% said that they were important for herding and 37% that they were important for transport.
In the FGSTsalka has the lowest access to hay making machinery at 8% followed by Dmanisi at 14% and
Tetritskaro 32%. Communities prioritized machinegnd agricultural equipment as the main means of
improving their situation.

Box 3: Ruminant Feed Sources Defined

Machinery is available to buy from a firm in Bolnig
who import from Eaern Europe. They have a Hay land: land reserved for the production of hay |
variety of machinery available and mowefstommon agreement among village Accessible to
(available in 3 sizes) are one of theiest sellers.| Machinery.

Machinery services are also available fro : , :
. asture land: Less accessible to machiner

enerally higher altitude than hay land. Hay may 4
e produced on summer pasture.

numerous operators ranging from small individy
operators having a tractor and a few implements
large INGOsupported agricultural service centres.
The former of these offer varied servicemited by | Cultivated hay & pasture: Some farmers cultivate
the age otheir machinery and its state of repair. Thegrass and legumes for animal grazing or conserval
high capital replacement costs and limited [oihay).

expensive credit mean that accessing replacements . -
is difficult. Aftermath: Following harvest grazing is conducte
on arable land. This mostly serves as a winter fi

" resource.
Nutritional Inputs

Most farmers in the program area practice verti€gtyqder crops: Crops such as beet grown specifica
transhumaoe, moving their livestock to high to feed to animals.

pasture from Aprili October ascending as the snow
melts. Oveiwintering is in purposéuilt cowsheds | By-products and crop residues: from processing
crops, such as wheat bran, and straw and stover 1
cereals as well as waste vegetables.

8 (Tsalka 11%, Tetritskaro 23%, Dmanisi 18%).
8Circular communiqué sent in June 2011

% Echanove, J. 2011. Access to agricultural infrastructes and services in Georgia Analysis of GEOSTAT Village
Infrastructure @nsus
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with some grazing in nearby fields and common land.

Winter feed in mostly comprised of hay which is either cut anmsar pastures or on reserved Haryd.

In general hay produced on summer pasture is superior in quality to that produced on hay land. According
to the Soviet system of feed compari8dray from mountain pasture has a feed value of-0.56 feed

units am that from hay land 0-8.35 feed units. The 0.20 feed unit loss in quality may be attributed
mostly tolate cuttingof the hay in the year (August) when the grass has set seed and become fibrous. This
in turn may be attributed to tradition, lack of aemess or the prioritization of bulk over quality
(concentration of nutrients and digestibilignd lack of availability of machinery

Farmers commonly give salt to livestock as a mineral supplement. All other trace elements come from
their feed and fage. It is not known whether traetement deficiencies are common in the area.
Inorganic and organic fertilizers are not commonly used on hay or pasture land which pay be partly due to
a lack of awareness of economic benefits, the perception thatttinesrare not worth the investment or

due to accessibility. Irrigated hay or pasture land is a rarity and farmers prioritize arable production on
scarce irrigated land.

Concentrates

Concentrate feeds such as cereals and oilsgeshre occasionallyfed onfarm in winter time, mostly to
pregnant cows, and mostly bgrer farmers. These are mostly hegnewn although feed input shops

are located in Marneuli selling wheat, barley & oats] there ismixed concentrate feed available locally
althoudh a Georgian company, Dogarlpcated inManeuli With lower performing Caucus Mountain
breeds it is unlikely that feeding blended concentrates would lead to higher milk yields that would cover
their additional cost. However with a significant market pod availability of improved breeds, farmers

may upgrade andind returns worth the investment in feeding concentratealt blocks are available in

local feed storebut vendors said that they sell few of them.

Breeding

Farmers in Kvemdartli mostly ownCaucus Mountain cattle which is a fairly amorphous breed and may
incorporate other regional breeds such as Khevshuruli, Osuri and Svanuri. These are general purpose
breeds and bred for survival, hardiness, and ability to walk long distances in sedochgef It is
estimated that 2@5% are Caucus Brown (Caucus Mountain X Brown Swiss) and around 1% are black
and white HolsteifFriesian crosses. The majority of sheep are the Tushuri breed from Tusheti in North
Eastern Georgia which is a fatmp variey producing lambing at around 100% (1 lamb annually). Some

of the smaller Imeruli breed may also be present which are much more prolific, lar®binges annually

with twins or triplets. However the Imeruli breed it not favourable in the harsher moentaronment as

lamb survival is poor, hence the Tushuri is favoured.

The vast majority of farmers use natural service, running their cattle with bulls owned by their neighbours
or occasionally taking them to other villages if there is a particulaibg dpull. Artificial insemination is

rare: only 5 communities in the Alliane&¥ focus group survey said they had access to Al services and
all of these were in Tsalka. Ewes run with ramghnflock and at present there is no sheep Al in Georgia,
although there is an Australian entrepreneur who is qualified and considering improving the Tushuri breed
with Merino for better wool quality and carcass composition.

Communications

Most people have access to mobile phones (70% of villages reported that Radtechad access in the

VIC)%, but over 95% said that use of a landline phone was impossible. In the same study, 22.6% had
access to the internet (probably mostitland 46%hseid ur b a
theyei t her dti donréth andeneddt iheard of it.

Access to Agricultural Information & Media

Media is present but weak with patchy coverage and the agricudtumahunityis poorly servedn terms

of dedicatedagricultural topics and information. There are no newspapers or Tatahannels with
regional coverage, but a number of them cover smaller areas. Tsalka is the only municipality which has a
bi-lingual newspaper. In the Village Infrastructural Census, over 80% of villages in Kwiadli

°1 The Soviet system of feed comparison uses the nutritive value of 1Kg of oats as a standard for comparison.
92 National Statistics Office of Georgia. 201Yillage Infrastructire Census
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claimed that over 70% of the pdption had access to national TV. There are local TV stations in Bolnisi
and Marneuli, but they broadcast only in a few villages of Tetritskaro and Dmanisi municipalities. Bolnisi
TV covers more villages than Marneuli TV.able 13 belowsummarizes the niéa sources in the project
area.

Table 14 Summary of Media and Information Sources in the Project Area

Language/s | Villages ReadershipUsers | Source of | Agricultural
Covered Revenue Content
ATsal ki s Georgian &| 45 in | 600 per month Sales & funding| No
Newspaper Armenian Tsalka from Open
(6 pages; 660 GEL) Society  Georgig
Foundation
AVrastano N Armenian All 4000 per week | Sales &| No
(Established in 1920 Armenian Government
page4s; 0.25 GEL) villages funding
fi Gu rajniosNte ws | Azeri Azeri 150 per week Sales &| No
(4 pages; 0.25 GEL) Villages in Government
Dmanisi Subsidies
Online News Agency | Georgian &| All with | Unknown Donors Yes
Russian internet
access
www. dmanisi.com.gg Georgian and All with | Unkown Local Governmen{ No
Azeri internet website
acces

Financial Services (Farms)

In the FGS access to credit emerged as one of the most important priorities for the development of rural
communities.Rural Georgians remain largely disengaged from banks for dmditvariety of reasons but

chief among them is the high risk perception of the banking sector towards agriculture (only 1.5% of loans
to the sector; 30% of rural residents have credit expeffealteough the VIC reported 50% in Kvemo

Kartli as having acces® tan MFFP), high collateral requirementnd low collateral ownership among
farmers and high indidual transaction costs makbe cost of borrowing unattractive for farmers. In
addition banks themselves are unattractive with long queues for simplecti@msaand a perceived lack

of trustworthiness. The Village Infrastructural Census however reported that 91% of Kakamiti
residents use a bank. Although no further explanation was given, this is likely to be for paying utility bills.
In addition whercoupled with the 50% reportedly accessing MFIs, these unexpectedly high figures may be
explained by distortion arising from the inclusion of the urban centres of Marneuli and Bolnisi in the
dataset.

The vast majority of farming households conduct theiaricial transactions in cash andkind, and
therefore companies interacting with them, either purchasing their products or selling them goods and
services, have to transact in cash. These cash transactions are expensive-@mstimang, especially

for rural households who have to travel by public transport to municipal or regional centres to pay ultility
bills. For dairy intermediaries who buy milk from farmers it means receiving a payment into their bank
account every two weeks, making a large csghdrawal and making over 100 individual cash payments

to their suppliers; again this is expensive and time consuming. According to research conducted in
conjunction with Open Revolutidh farmers spend 5 hours and $9 per month servicing these payments;
other livestock sector actors speneb Jours of time and $9 on average in servicing their cash
transactions with small farmers.

As well as cash transactions with vaklein actors such as MCCs and traders, rural residents make

frequent cash transams to pay for utilities and other expenses. Research conducted in conjunction with
Open Revolution (201 revealed that farmers spend on average 5 hours and 15.5 GEL per month on
transport servicing these payments. Open Revolution recently launahnebile phone based banking

% Glenk. K, Pavliashvili. J, & Profets. 2008. Preferences for rural credit systems and their impact on the implementation of
credit unions in Georgiahttp://www.seninar2008.icare.am/download/pavliashvili.pdf

% National Statistics Office of Georgia. 201¥illage Infrastructure Census

% MobiPay. 2011. MobiPay and Alliances Program: Rural Extension Assessment.

% MobiPay. 2011. MobiPay and Alliances PrograRural Extension Assessment.
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service in Thilisi called MobiPay where by users can receive payments and convert them into cash (and
vice versa), pay utility bills, buy things from vendors and transfer money to each other. At present their
expansion plans aréocused on urban centres bilitey recently expanded into Kakheti, Guaad
Samegrelo with the assistance of @400 from IFC in the form of a performanbased grafdt There are

clear advantages for rural users in saving time and money on payingabdlthe potential to create
efficiencies in dairy and meat value chains.

Imedi International has a variety of agnsurance products. Their crop insurance against halil, fire, floods

etc costs B% of the value of the expected harvest in a premium fayaut of the value of the harvest in

the previous year. Their cattle stock [sic] insurance is offered against natural disasters (storms, landslides
etc), accident (poisoning, drowning, road accidents) and death by disease and forced slaughter (by
veterhary experts), though the premium and payout is hot disclosed in their literature. Imedi has a branch
in Rustavi, but not in the program area.

9. CrossSectoralRules

Summary

The main rule impacting all three sectors stems from the enactment 20@befoodsafety law and its

gradual enforcement. This has the potential to dramatically alter the governance and functioning of all
three sectors, especially dairy and beef, and is already doing so in the beef sector. These changes
potentially allow f@ monopolies to be formed and for rent seeking to occur and there is anecdotal evidence
that this is already happening.

Systemic Weaknesses:

1 A lack of transparency and outreach by the NFA on changda the law and its impact on the dairy
and meat sectoiis potentially damaging to the industry. SMEs who need to be made aware and
plan and implement changes to their businesses currently only have riandwporadic media
reportsto go on and are not preparing adequately.

1 There is currently no livestock registration systemwhich places limitations othe traceability of
meat products. In addition the NFA has little capacity to conduct veterinary inspections of cattle
prior to sale (although this is in place for sheep export).

1 There is uncertainty about pasure land tenure and accesamong rural residents and SSLPs which
is not helped by a lack of outreach of relevant government bodies that are responsible. NGOs
involved in land rights have limited outreach beyond regional centres and Thilisi.

1 Monopolies, digopolies and rentseekingis a feature of the livestock and dairy sectors, but has
recently emerged more strongly with developments in the rules around slaughter.

Market Drivers & Pro -Poor Opportunities:

1 The NFA are planning to develop and roll out aioveal cattle register, with them leading the
development of the system, and the private sector (farmers) paying for cattle passports and tags.

1 Theforthcoming enforcement of the foadfety law may potentially exclude the poor if household
cheese is exctled from sale for being non compliant. However there is provision for
Atraditional 0 c¢ hees eundentde ruel eohcerrding Retaxed Ragdatosy ar
Environments There is potential to work with the NFA and other stakeholders to defise ithe
law, and develop relevant guidelines and assist farmers in complying.

1 There is potential to strengthen the outreach of National Agency of Public Registry and their regional
counterparts to make information more readily available on land sales le¢cAsBociation for
the Protection of Landowners Rights could also be assisted in improving outreach of their
mediation services form their regional office in Marneuli.

" Georgia Today. July 1521%, 2011. IFC Grant Allows MobiPay to Expand Operation to Rural Georgia.

43



Food-Safety Legislation & Enforcement®

Food Safety and Hygiene Inspection & Testing

The enforcement of food safety regulations is the domain dfigitienal FoodAgency which was founded

in January 2011 (previously the National Service for Food Safety, Veterinary and Plant Protection). They
aim to inspect 200 food companies in 2011, beigip at the processor and retail enbleat and dairy
products going through formal channels such as markets and shops should, in theory, undergo some
inspection by the local department of the National Food Agency (NFA, founded January 2011). In
Marneuli for example, all meat is inspected daily and stamped but none of the cheese in the market is
inspected. With the enforcement of the Law on Food Safety it may be anticipatedsgection and

testing becomeanore heavily enforced although it appears th& may be undertaken from the central

level rather than at the regional or municipal level as would be required for widespread coverage. This is
evinced by the reduced levels of staffing in the regional departments, and the recent rule changes impacting
Thilisi meat vendors.

Livestock Registration

According to the NFA farm holding registration is mandatory, but animal registration is only obligatory for
cattle intending to be slaughtered, which have to be accompanied by orrofvever, recognising &

these rules only exist on paper at present, the NFA intends to implement a cattle registration project in
advance of enforcing these rules more strictly alongside the rules governing slaughter through licensed
abattoirs. Fufter, they intend to estabh the central database and process within the NFA, but are
looking to the private sector to pay for cattle passports and tagging to feed into this. There are currently no
rules governing sheep registration other than for export. Sheep destined farnexgbbe quarantined,
inspected then tagged.

Disease Notification and Controls

There is a department of the NFA in each municipality with the remit for vaccination according to the state
programme for the control of FMD and other diseat&e NFA MapAnnex 6). In reality the
departments arander resourakand underfundedvith limited vaccinations for FMD and rabies. In the

FGS communities reported that only betwee®¥b of communities had accessed vaccinations. Disease
notification procedure is abseim practice with farmers subject to an absence of information and services
and fear of the material consequences should they do so. The outcome is that much disease goes
unreported at farmer and municipal levels.

Disease Outbreaks

Information from theVIC (2009/10) showed that 45% of villages reported an animal pandemic in 2009/10
and 39% in 2008/9An anthrax outbreak occurred in the project area during the editing of this document.
See Annex 9 for detail®Animal disease was rated as the numberd dis er affecting SSL
FG survey of municipality representatives and general municipal populations in selected Wilages.

Access to Land & Land Mediation Services

Land privatization in Georgia resulted in farmers receiving on average 1.2%gai@afltural land spread

over 34 parcel¥* which, though egalitarign in termsof income for poor householdthe ability to
consolidate landholdings through sale or exchange would hayesitive effect on farm incom&& A
mechanism for selling landas only recently been establisheBes pi t e the privati za
agricultural Il ando, much of it remai né&5themuthgre ver n
estimate that approximately 2 million hectares of agricultural landlitnsgiovernment hands (around 2/3)

% See the drivers section for the role of the NFA.

% National Food Agency. 2011. Animal Identification/Registration &ysin Georgia: Draft Project. PowerPoint Presentation.

1% pisaster Identification and DRR in the Kvemo Kartli Region of Georgia. Alliances KK 2011.

WICARE. 2010. Reducing Poverty and Social Injustice in Ge
102 Kimhi, A. 2009. Land Reform and Farm Household Income Inequality: The Case for Geofffie. Department of
Agricultural Economics of The Hebrew University of Jerusalem. Discussion Paper No. 10.09

\BCARE. 2010. Reducing Povert yCommuiteSoci al I njustice in Ge
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and most of this is likely to be communal grazing land. Their conclusion was that this land is unlikely to
be privatized.

The status of pasture land ownership has undergone much change over the past decade oeso and th
establishment of user rights is still in some disarray. According to the Association for the Protection of
Landowners Rights, from 20a810 it was possible for municipalities, villages or communities to
purchase pasture land and in the run up to thsat®n of this right municipalities were eligible to register

their land with the Public Registry, which only a few did.  Up uritiMay 2011 it was possible for
Georgian citizens to purchase pasture land that they were accessing before 2005,rah80C0000ha

was purchased in this way and much of this was in KvKartli and Samtskhdavakheti. Thus there is

very little truly private pasture land and the vast majority now comes under the control of the Ministry of
Economy and Development who the power to lease, but not sell it.

At present there is no such designation of i comr
owned by CBOs in Tsalka who were granted it in a settlement with BP, but this is owned and managed by
the CBOfor the community. Information on land for sale is publically available through the Ministry of
Economy and Sustainabl e D%¥anedthroughthe National Ager@yeodRulglic a 6 s
Registry® in Georgian, English and Russian for those witlteass to the internet which most rural
residents do not. Hence one of the most commonly cited problems in the AHiklRdesus-group survey

was reduced access to pasture throdigh privatization of this land. Communities are discovering that

land theythough they had free access to has been sold to a private owner who has begun to charge them
for access (around 15 GEL/cow/year) and there is naturally a reluctance to pay for it.

Access to legal and mediation services for rural residemiefimably gry weakthe FSG showed scare
availability of very basic services and access to information, land mediation seveigiesbe considered
highly inaccesble both in terms of their presence, knowledge of them and accessibility tollograver

the Associdbn for the Protection for Land Owners Rights does have offices in Marneuli and Akhaltsikhe.

Lack of Trust & Cohesion of Farmers for Marketing Produce

Farmers, especially smatiedium farmers, readily cooperate in agricultural production. In livestock
production it is common for family and neighbours to work together during hay making and in addition the
reciprocal sharing of milk to achieve economy of scale for cheese making is wideétbeatdo of
communities reported this as being practiced, espediatween women) However when it comes to

selling produce farmers prefer to do so individually for a variety of reasons but foremost among them are a
lack of trust between nefamily members over financial matters and a lack of market incentives to
motivate them to find ways of overcoming this lack of trust. At present, sellers of cheese and livestock
receive little or no premium for increasing transaction sizes even though they are reducing search costs and
transport costs in doing so.

There is a litay of failed farmers associations in Georgia that exist on paper but are no longer functioning.
In a recent assessment of social capital in Georgia, CRRC {Z0détified three main constraints to the
formation of functioning associations:

1 Institutional Constraints: An unfavourable tax regime would mean that farmers selling produce
through a cooperative would be taxed twice, first the cooperative would be taxed, then the
farmerds dividend would be taxed as income (i

1 The Soviet Mentality Legacy: | n what has been termed the dkol
prevent effective cooperation such as the inefficient privatization of land that lead to farmers
being given numerous small, nadjacent land parcels. In addit farmers may think of an
association as a state organization.

104 Ministry of Economy and Sustainable Development of Georgia. Website accessed 16/6/2011.

http://privatization.ge/spp/eng/index.php

105 National Agency of Public Registry website acsss 16/6/2011http://www.napr.gov.gefindex.php?m=222

108 CRRC. 2011.Farming Associations in Georgia: Difficulties and PotentiaBxtracts from the Assessment of Social Capital in
Georgia (2011).
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91 Donor-driven disincentives to genuine collaboration: short program cycles meant that trust
between members is not sufficiently built. Many members see joining an association as a means
of accessing resources: indeed, this is often the main reason they are formed as it makes standard,
direct delivery, programs more efficient in reaching large numbers of farmers rather than
addressing any underlying problems.

Whilst the markets for dairy @nmeat products (beef in particular) are driving towards greater efficiency,
players tend to overcome small transaction sizes of farmers through intermediaries who bulk and transport
products (MCCs, cheese traders who have storage, livestock traders véha lfiattening farm etc).
Farmers who seek to gain these efficiencies generally enter the market in the same way, buying from other
farmers around them rather than collaborating. However with greater pressure to comply wasfédpd
regulations may aoe a greater cost burden on small farmers and a sufficient incentive to collaborate to
spread the cost. However one industry source i s
wor k i n t% Ins meeing ontlung Rt the Georgin ParliamenhoweverJuan Echanove the

EU Attache for Agriculture and Rural Development stated that the way to improved productivity and
efficiency in farming in Georgiacould be defined as policy of developingfarmers cooperativesn the
European modehnd larger farm sizeProblems faced by investors in purchasing large amounts of land
from the myriad small farmers who own it and the tendency of investors to invest in the food industry
rather than primary food production lead to a focus on farmergpgras an option for development.
Emphasis was laid on the fact that the EU model of coopeimi@/rmed to access/increase efficiency in

or improve on a servicer access to a market. The difference between the EU and Georgia is however that
in the EUthese markets and servides the most part already exist

Monopolies, Oligarchies & Cartels

Smallscale producers often complain that they are disadvantageetgk@érs when it comes to selling

their produce and that buyers collude to fix pricehie€se buyers often have territories, thereby creating

an anticompditive environment. Howevenany communities also have the option of selling raw milk to
MCCs and small cheese factories that enables them to hedge on prices. In the meat sector, recent
developments that force the sale of cattle through a few large abattéésaleos have been described as
monopolistic and oligopolistie.

Government of Georgia Agricultural Policies

Policy Developments in the Agricultural Sector

Involvement at thistage is crucial as the Ministry of Agriculture is currently working on the development

of strategy of the agricultural sector in Georgia. During the last few years an agricultural strategy, which
could have served as a framework for governmental andyom@rnmental organizations has been absent

and this in certain cases has created mismatch between the Government and implementing agencies.
However in 2011 agriculture has been openly declared to be one of the main priorities of the government
and the develjpment of the respective strategy is very important part of this process.

The draft agricultural strategy has been developed by the MoA and has been sent to the government for a
comprehensive review. It is expected, that the draft strategy will be adceyptthe government in first

months of autumn 2011 and then sent to the donors, international and local NGOs and other stakeholders
for their comments. Final approval of the strategy is expected at the end of autumn 2011 and after this the
MoA will prepare the Agricultural Strateggction Plan a more detailed document which should include
indicators, concrete activities and budget.

Responding toDynamic Legislative Change

The comprehensive food safety strategy adspted inJanuary 2011. Changes hawseb made and are
envisaged in the veterinary law. All these changes have been significantly affecting agriculture as part of
the Georgian economy and particularly the livestock sector. In the current circumstances of dynamic
changes in legislation and gawment policies, related with agriculture, it is crucial that donor agencies
and international organizations, involved in this sector have regular discussions to formulate the joint and

7 Transparency International Georgia. 200ood Safety in Georgia.
108K 23, KI 27/28 &
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coherent position, which then will be conveyed with the governmdrefore several special platforms
have been created with participation of key stakeholders in the agricultural sector and Mercy Corps is
active participant in these meetinGge Annex 1®olicy Dialogue in the Agriculture Sector.

10. Conclusions & Reconmendations

The three subsectorBairy, Beef and Sheep, are edlevant to the poor in Kveradartli, but sheep is
more relevant to the Azeri community. The dairy and beefssglors have high ptmoor potential and a
high degree of intervention pot&d owing to the large number of players involved at different levels
(broad and deep markets) and powerful drivers and scope for develomithgntraThe sheep market is
muchthinner, with few players and largely expdicussed outlook which may be wekrable to external
market forces and internal oligarchies.

The findings of the Market Analysis have been used to formulate the Strategic Framework for Alliances
Kvemo Kartli. Key outputs in terms efSummary Market AnalysiBro Poor Drivers and Opportuties

Table Systematic ConstraintSupporting Functions and Rul@&ble and the Sustainability Matrixare
presented in the summagy the beginning of this documemtlease refer to th®lercy Corps Alliances
Kvemo Kartli Final Strategy011document for the full exposition of the project strategywdl as the

survey documestnoted in the methodology section; the Alliandescus Group, DRR, Gender and
Livestock Sureys.
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Annex 1: Key Informant Interviews Table

Table 15: Main Key Informants Outside of Focus Groups for Alliances KK Sector Survey

Key
Informant

Date Organization/Specialization

Location and link to Project

Dairy: Core Market

and Supporting Functions

Kl | Tamaz 30/5/11 Taski Cheese Factory makirl Tsalka Municipality: Making vac packe
1 | Tsintskaladze smdked Sulguni smoked cheese from own farm and local mi
Kl | Cezari 30/5/11 | Sakdrioni Cheese Processors | Tsalka Municipality: Sourcing milk from
2 150HH in remote villages of project area.
KI | Dato Slavinski | 31/5/11 | Shelguni Cheese Factory makil Rustavi:  High value product selling i
3 Director a patented smoked Sulguni Goodwill and Populi, now sourcing milk fror
project area.
Kl | Mikho 31/5/11 | Bolnisi Cheese Factory makin Bolnisi: sourcing milk from project area
4 | Avkofashvili Sulguni
Director
Kl | Multiple June Contact p er s on| Development of Milk Collection Centre ar
5 Informants largest cheese producers in { Cheeses Production Centre maps
the three municipalities
Kl Wim-bill-dan Head OfficesT b i | i si MCC®H
6
Kl | George 29/06/11 | Sante Head Offices Thilist5MCCb6s i n p
7 Dekanosidze (Tsalka, Dmanisi) Collecting 28 tonnes
(Head of milk mil k currently. Supap
purchasing They plan toproduce cheese form the ne
Department) year and they will need additional 20 tonnes
milk..
KI | Irakli Koniadze | 29/06/11 | EcoFoodAgro-Food Head Offices Thilisi 4 MCCOds
8 (head of milk area. Collecting 10 tonnes of milk current
purchasing) EcoFood plans to produce cheese form {
next year and they will need additional
tonnes of milk..
Kl | Pavle 31/5/11 | Agri Market Managing Director | Aim to close and move local (i.e. Thilig
9 Datoshvili Marneuli) wholesaler markets to the Ag
Market Site
Kl | Unkown 7/6/11 Cheese Wholesaler Marney Buys cheese from villagers from project are
10 Market

Beef and Sheep: C

ore Market and Supporting Functions

Kl | Simon Appleby | 13/5/11 | Director of YFN Georgia Agricultural sector companyncluding feed
11 http://www.yufengnong.com.| and Al; interested in developing feed lots a
hk/georgia.php is a sheep Al practitioner and sees poten
for merino breed improvement for th
development of the wool sector.
KI | Samir Zeinalov| 7/6/11 Azeri Beef Butcher Marneuli: Minimum up to 100 kg per
12 | Mob:599 565 day.Butcher buy 7 cows reserve for a ¢
366 week on evenysunday in marneuli7 livestoc
market and then slaughter them daily.
Kl | Asif Garaev 7/6/11 Azeri Sheep and Beef Butcher | Marneuli: 2 Meat shops,Capasity 50 kg beg
13 per shop daily and 2 sheep daily ¢
shop.They are buying caws and sheep in
villages,from small and medium farmers
marneuli municipality.
Kl | Unkown 7/6/11 Shepherds: Cattle andhé&ep Movement of livestock from village south ¢
14 Marneuli to project area (Dmanisi)
KI' | Unkown 7/6/11 Feed wholesaler Marneuli: selling to people from project are:
15
Kl | Unkown 7/6/11 O0Agri i Mar ket (Tel et 6Agri M ahtek housd
16 Director only one of few slaughterhouses able to iss
Form 2 without which meat cannot be sold
Thilisi.
Kl | Rod McKenzie | 15/6/11 | Mac Consulting Thilsi:  Consultant to HoReCa in Thils

5C


http://www.yufengnong.com.hk/georgia.php
http://www.yufengnong.com.hk/georgia.php

17

Description of the meat supply chain in Thilg

Kl
18

David
Barabadze

15/6/11

CEO Iber Meat
Slaughter House

Natakhtar

Mtskheta: 100cattle /day currently with 5
cattle/ day processing capacity. Supply
issue. One of the two main slaughterhou
licensed to serve Thilisi. 10chain meat outle
shops Iberula They charge 1gel/kg
deadweight.

Kl
19

Kakhaber
Siradze

16/6/11

Food and Beverages Coordinat
M Group

Thilisi: Sourcing Georgian meat and revivi
the production of twelve traditional region
cheeses including
Interested improved bebfeeds.

Kl
20

Zurab
Bejanishuvili

16/6/11

Deputy Head of National Foo
Agency

Ministry of Agriculture: National Policies
concerning FS and Hygiene, livesto
movement, identification, disease control g
future Al breeding projects selling semen
cost price for multi purpose, milk and beg
breeds.

Kl
21

Tamazi

16/6/11

Head of Supply Departmen
Vake Meat Company

Sales 50/50 pork and beef. 15% of th
product is local Georgia beef sellin
approximately 2t/wk now reduced due
slaughterhouse legislatio

Kl
22

Zaza
Choxonelidze

20/6/11

L. T.D AShul ao

Shulaveri: Slaughterhouse is newly renova
but it is not operating yeCapacity to proces
up to 22 animals/dayThey hae got a small
cattle and sheep shed. The slaughterhouse
receivel a license from the Food Safety
Department and hey are waiting fon
enactment to start the businesBhey plan to
charge from 660 tetri/kg live/weight and
could provide a viable alternative to log
farmers with additional savings on transpqg
and enhling slaughter to order.

Kl
23

Beqga
Gonashvili

24/06/11

Georgian Livestock Export LLC

The LTD exports sheep to Lebanon, Irq
Qatar and other Arabic countries. 226 0
sheep in 2009 and 176 000 sheep in 2010 v
exported from Georgia aritlis expectedHhat
150 000 sheep will be exported this year. 1
LTD exports its own sheep and also of
which they purchase from farmers. Th
export to Lebanon by ship and by plane to
other countries. Before export sheep

moved to a quarantine zomnethe moutains,
and after vetinspection and testing arg
transported to the borders, airport or port.

Kl
24

Temuri
Director

27/06/11

Teleti Slaughterhouse

The @apacity of the slughterhouse is 100 hea
of cattléday butis currentlyslaughteringonly
50 head/dayThe slaughterhouse provides
only a slaughtering service addes not act as
a wholesaler unlik&latakhtari slaughterhousg
The cost of the service is 1 GKQg
liveweight.

Rules

Kl
25
Kl
26

Eka Kimeridze
Tamar
Labartkava

8/6/11

GDCI:  Growth Developmen
and Continuous Improvement ¢
Your Business.

Working with IFC Project (see below) doir
consulting and awareness raising worksh
for SMEOGSs . Al l i a
them to mar ket t he
through awareness raising workshops and
extension of 2 products the GMP assessn]
and a AGMP Litebd a

some support. Part of the implementation
the GMP would be use of the many
developed under Alliances SJ.
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Kl
27
Kl
28

Maia Tevzadze
Natia Mgeladze

10/6/11

IFC. ProjectManager Georgig
Food Safety  Improvemer
Project

Food Safety Specialist

Launched in 2010 IFC a member of the W
group in partnership with BP and the Austri
Ministry of Finance; the IFC Georgia Fod
Safety Improvement Project has 3 ma
components:
1. Providng advice to companies in
upgrading their food systems
2. Improving public and private
awareness on food safety issues an
solutions (involving GDCI)
3. Harmonising Georgian food safety
regulations with best practices.
Alliances AA will coordinate and lias
regarding any large companies come acf
during project outside of our scope, in li
with their cofunding policy we will get co
investment of 50% on any Food Safeg
consulting.

Kl
29

Zurab
Bejanishvili

16/6/11

Deputy Head: National Food
Agency Ministry of Agriculture
Georgia

Explained the upcoming policies of the NFA
Projects for roll out for next year includin
animal identification which would see th
government providing tagging service but t
farmer paying for the tags an Al project f
the impovement of Beef breeds with fame
paying for cost price semen and control poi
including corals, disinfection points ar
signage on animal transit routes. He provig
an excellent map of animal transit routes g
vaccination areas . Many areas of sgye
with Alliances KK definite coordination an
possible collaboration within project strategy

KiI
30

Alexander
Gvaramia

17/6/11

Head of Legal and Polic
Department: Association fg
Protection of Landowners Right

Thilsi: Branches in Marneuli and Akhalkke.
Explained land law, policy and ownersh
relating to pasture in project area. Intereg
in facilitating transparency of and access
information at municipal level to facilitat
access to pasture.

Kl
31

Butchers in
Thilisi Central
Market

21/6/11

6Desebid t Mar ket

Business down 60% since introduction of n
rules & prices up (50%) & quality control
lower as they can no longer select wh
animals they slaughter.

Kl
32

Thomas
Sommer

21/6/11

Executive Sherato

Metekhi

chef,

Thilisi: Confirmation that Sheraton operat
to internal standards of Food Safety 4
Hygiene exerting a high degree of control o
their supply using local beef from a suppl
sourcing for him.

KI
33

Connan

May/Jun
e

Head of
6 Mobi

Open Revolultion
Payéb

Series of meetigs based on field base
research in Alliances SJ of benefits to farm
in the project areas of acces to finang
services through Omi
service into core value chain transactions s
as MCC payments and slaughterhol
transactios and cheese selling and an analy
of time/transport cost benefits.
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Information

Kl
34

Nazi
Mishveliani

16/6/11

Editor of new
Ut skebani o

, » Tsal ki s isthe enk énbepandeq
belingual newspaper operated in Georgi
and Armeiian languages. It is covering 4
villages in Tsalka municipality; revenues 3
generates  through  selling  newspaj
(subscription to the newspaper) and grg
(Donor fi O pGeno r Yd caine tH
TOSGF) . Newspaper 6s
the cases ar public officials. Periodicity:
monthly, circulation: 600/month permanent]
headlines news, economics, societ
education there are no topics abo
agriculture. Price: 0,60GELJaunched datg
2001.

Kl
35

Van Baiburti

14/6/11

Editor of news

The media organization coversall the
Armenian villages in Tsalka and Tetritska
(Dageti, Samshvilde). 1Itis a weekly
newspaper which in Armenian. It cove
politics, economics and society. Revenues
generated byselling of the newspaper ang
sometime by  subsidies from the
governmental departments Periodicity:
weekly, circulation: 4 000/week national
distribution to all Armenian villages of
Georgia, priced, 25GEL, launchedate 1920.

Kl
36

Suleiman
Suleimanovi

15/6/11

Editor of n eavsq

AGurjistando is the ¢
it is a weekly newspaper iAzeri. Revenues
are generated by sellintpe newspape (150
subscribers in Dmanisi Zeri villages) and
sometimes by  subsidies from  th
governmental departments. The newspajsr
a long history. It coversnly Azeri villages in
Georgia. There are no topics abg
agriculture. Cost: 0,25 GEL

Kl
37

Oleg
Ugrekhelidze

15/6/11

Manager of Bolnisi TV statiorn
, ,Bol neli o

Bol ni si TV s traaddasisn a
few villages of Dmaisi and Tetritskarg
municipalities. Launched date 1997. It dg
not have any programs about agriculture.

Kl
38

Marika
Tsigoridze

16/6/11

Head of news agenc
Akvemokartli.g

The nline News Agency of Kvemo Kartli ig
in Rustavi There are various headling
including agricultureand it covers all the
project area. The orgasdtion updates new
and articles in Georgian and Russi
languagesevery day revenues areemerated
only by Donors. About two years ago the
organization was publishingegional level
news paper , , T meAzeri andrs
Georgian languages during three years
which was distributed all over Kvemo Kart
they have stopped publishing due
distribution problems andestablishednews
online agency. They hava good practice of
operatig in Kvemo Kartli and qualified
journalists.

Governance

Ki
39

Bakur
Mgeladze
Tengiz
Mirotadze

19/4/11

Head of Dmanisi council an
Dmanisi Governor

Project in accor dar
agricultural development objectives; ve
happy to lend wholehet&ad support.

Kl
40

Giorgi
Mestvirishvili

19/4/11

Head of Tetritskaro municipality

council and Tetritskaro governo

As above
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Giorgi

Daushvili.
Kl | Revaz 26/4/11 | Head of Tsalka council and| As above
41 | Shavlokhashvili Tsalka governor
Davit
Machitadze
Kl | David 23/5/11 | Governor of Kvemo Kartli The Governor expressed his wholehear
42 | Kirkitadze support for the project both in agricultur

market development and DRR a
emphasized the diverse ethnicity of the reg
and articulated his vision for the ddepment
of the region in general and in regard
agricultural development. To representati
from SDC and Alliances KK.
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Annex 2: Map 1 &2 Cattle and Sheep Ownership in the Project Areas
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Annex 3. Media Hits on Food Safety and Hygienévay to July 2011

1. 24 brands of butter were announced as microbiologically polluted

31.05.2011ARustavi Namdvil i o, iGl ekhuri Kar a
mi crobiologically polluted by the fAFederatio
Mi | ko . A mocnogmpdanu kletsf uar e AKar aqi +0, whi c
Kavkasioni 0o, as wel | as Ukraini an, Ger man and

2. Meat traders organized protests attheadled ma k e e z@ Dt i r ebi 0
06.06.201For about a weekputchers and wholesalers ieabeen unable to bugneat from
regions, because of the law established by the Ministry of Agriculture, which mearisettiae
sale ofmeat is restricted, unless bought at Mukhrani and Teleti slaughterhouses, where the price
for the meat is highr, witha knock on effect ononsumers.

3. New sanctions are processing for food producers and distributors
13.06.2011These initiatives will be discussed at the parliamentary bureau and will be bring in
Administrative Code. It should be noted that from the 1tldudy the National Agency of Food
safety of the Ministry of Agriculture will inspect food or animal nutrition production enterprises
and distributors and in case of any violation, it will give them recommemdatie author of the
above mentioned bill e group of PriméVlinister Advisors.

4. New mechanism of Food Companies control entered into force.
08.07.2011. Stricter rules for current Food Business Companiescbmanto force. According
to the new ruleshe NFA is allowed to carry out unscheduledpection at enterprises withcany
advanced natificatiofin case of reasonable suspicionPreviously court orders wemeeded to
carry out an unscheduled inspection at enterpribesever this obligation was abolished
according to the new resolutioNew penaltiesor food and livestock nutrition producers and
distributors will also enter into force. 300GEL penalty is considered for unregistered activity
400GELfor those who do not take into account the aggacpmmendation. 1000GEL or closing
of theenterprise is considered for critical inconsisteintip://commersant.ge/index.php?id=2739

5. Unscheduled inspection at food enterprises has simplified
08.07.2011.An amendment of Georgiag over nment about Aithe gener
nutrition production enterprise/distributor hygiene and supervision, monitoring and state control of
food safety, and veterinary and plant protect
unscheduled inspection anterprises required a court orddow unscheduled inspections will be
conducted in case of reasonable suspictamples from food enterprises may now be also be taken
without a court order.


http://commersant.ge/index.php?id=2739

Annex 4: Map of ctr€aCds i n the Proje

























