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Summary of findings 
 

About the project 
 

The “Cross-border Economic Development” (CED) project is a 16-month initiative implemented 

within the EU-funded Eastern Partnership Territorial Cooperation (EaPTC). The project partners 

are Georgia-based Civil Development agency (CiDA), Armenia-based Support for Noyemberyan 

(SfN) and the Northern Branch of Eurasia Partnership Foundation (NB EPF). The goal of the 

project is to improve the living conditions of bordering communities in Georgia’s Kvemo Kartli and 

Armenia’s Tavush regions. This goal will be achieved through promoting cross-border cooperation 

and economic transactions between the above two regions, as well as informing business entities in 

the target regions about cross-border investment and trade opportunities. 

 

In order to inform the project activities, the partners commissioned a Baseline Study. In Georgia, 

the Study on “Opportunities of Increasing Cross-Border Economic Development between the 

Kvemo Kartli and Tavush regions: the Georgian perspective” was prepared by Economic Policy 

Research Center (EPRC) in cooperation with CiDA. In Armenia, the Study on “Opportunities of 

Increasing Cross-Border Economic Development between the Tavush and Kvemo Kartli regions: 

the Armenian perspective” was prepared by a team of independent consultants led by Hamazasp 

Danielyan in cooperation with SfN and NB EPF.   

 

The Baseline Study, consisting of the combination of desk study and field research, was conducted 

during the period of December 2015 – February 2016.  

 

Objective 
 

The objective of the Baseline Study was to look into economic conditions of the two neighboring 

regions, explore national regulatory frameworks, and identify specific areas and means that would 

support cross-border economic cooperation.  

 

The Baseline Study focused on the following tasks: 

 

 Identify specific sectors that have high potential for development, including capacity for 

increased foreign trade and investment; 

 Describe and analyze existing formal regulations and informal practices related to 

investments, production, cross-border trade; 

 Map value chain actors in the identified sectors and explore prospective business linkages 

and investment opportunities between the value chain actors;  

 Develop recommendations for the project in order to carry out effective programmatic 

interventions.  

 

Methodology 
 

The teams in Armenia and Georgia worked on the shared goal. In the early stage of the Baseline 

Study, they hammered out the main questions to be addressed both during the desk study and field 

research, and designed the methodology of identification and selection of up to four core sectors in 

each of the regions.  
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The desk study helped to identify sectors that have a potential for cross-border cooperation. The 

sector selection looked into areas where the project could carry out the most effective interventions. 

For this purpose, separate sector selection guidelines were designed, taking into account a set of 

data, including statistics from recent years in each region, which revealed the most developed 

sectors, as well as the sectors with the highest growth rate during the last two to three years. As a 

result, four sectors were identified for each region1. Additionally, researchers responded to the 

following questions: 

 

 What are the sector-specific development trends, including foreign trade? 

 What are the existing general and sector-specific regulations, including taxation, licensing, 

certification, etc.? 

 What are the exporting and importing regulations in selected sectors between Armenia-

Georgia and where do the practical challenges lie? 

 What are the preferable trade conditions that products/services originating in Armenia and 

Georgia have in the EU and EEU markets respectively? 

 

During the second phase, each team conducted field research with the aim of obtaining an in-depth 

understanding of the opportunities in each of these two regions in order to boost cross-border 

cooperation. During this phase, however, the two teams preferred to implement slightly divergent 

approaches in terms of data collection and analysis. 

 

In the case of the Tavush region, the team of researchers conducted 43 in-depth interviews with 

individuals representing the selected four sectors, as well as experts on specific sectors and public 

officials. While selecting the individuals representing the sectors, the researchers aimed to include 

the broadest possible variation of perspectives. Therefore, the following factors were taken into 

account:  the inclusion of individuals representing all four main sub-regions (Berd, Dilijan, Ijevan, 

Noyemberyan) as well as the main communities of the region; the inclusion of a wide range of 

actors that contribute to the value chain in each of the sectors from small scale producers to 

individuals having a leading role in factories; and in order to reflect the external perspective, the 

team also targeted experts who had in-depth knowledge of the selected sectors or economic-

community development experience as well as public officials. To summarize the strategy of data 

collection during the field phase, researchers in Armenia relied on qualitative methods and 

conducted as many interviews as necessary to form a holistic understanding of the sector, including 

existing challenges and opportunities, capacities and priorities, reflections on the different 

perspectives of value chain actors and design of sector-specific recommendations.  

 

In the case of the Kvemo Kartli region, the team of researchers largely relied on a quantitative 

approach by conducting a survey among Kvemo Kartli’s companies. The sample included 

companies from the selected sectors notwithstanding they sell products domestically or abroad. 

These companies were ranked by turnover, and the researchers in Georgia interviewed both large 

and small enterprises. The survey aimed at mapping the value chain actors in the selected sectors, as 

well as discussing their operations, including the list of products, production capacities, import-

export directions, challenges and needs for future development. The total number of companies that 

participated in the survey was 48 (22 large, 8 medium and 18 small). The survey also explored 

prospective business linkages and investment opportunities between the two neighboring regions. 

 

General findings  
 

Willingness to cooperate across the border, and expectations from such cooperation 
 

 

                                                           
1 See “Sector-Specific Recommendations” on p. 7 
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Willingness to cooperate with businesses across the border is very high in both countries. All 

interviewed entrepreneurs from the Tavush region responded positively to this question.2 In Kvemo 

Kartli 69% of interviewees (33 out of 48) responded positively to the question about willingness to 

cooperate with Armenian counterparts, while 15% (seven businesses) were undecided, and 17% 

(eight businesses) responded negatively. The latter was largely attributed to the fact that these 

companies have well-established operations and business contacts, and currently they do not see 

value in further expanding their businesses. However, it is yet to be determined how this position 

can be explained.  

 

Regarding expectations from cooperation, first and foremost, the representatives of all sectors in 

Tavush were interested in opportunities to find new markets for their products. Another expectation 

frequently mentioned by respondents, especially in the sector of fruit production and tourism, was 

the exchange of experience and peer-to-peer learning opportunities. However, some of the 

respondents, especially the ones in viniculture, expressed an interest in learning opportunities from 

Georgian counterparts in general and did not take into account the limitation of the program to 

concentrate on Kvemo Kartli, a region not as advanced in grape production and wine making as 

some other regions of Georgia. 

 

Far less commonly mentioned expectations were: 

 

a) opportunities to expand business operations in the territory of Georgia, 

b) generating new investments or making new investments in Georgia with the aim of 

establishing joint business enterprises. 

 

Similarly, in Kvemo Kartli the most frequent expectations were related to the opportunities to start 

or increase exports to Armenia. The 63% of surveyed companies (30 out of 48) expressed such an 

interest. Therefore, significant number of businesses see value of establishing closer ties with 

Armenian companies, despite the fact that currently only 21% reported the existence of business 

relations with Armenian companies (10 out of 48, half of which were from the agriculture and food 

processing sector). 

 

Contrary to entrepreneurs from Tavush, 33% of surveyed companies in Kvemo Kartli expected or 

were interested in attracting investments from Armenia (16 out of 48 surveyed companies, 10 in the 

manufacturing and metallurgy sectors). Taking into account that such an interest was not observed 

in Tavush, with the exception of potential expansion of tobacco production in Kvemo Kartli, it is 

quite unlikely that these expectations of investments from Armenia will come to life in the short-

term perspective, i.e. during the life span of the CED project. 

 

Awareness of business opportunities across the border 

 
Despite this frequently observed willingness to cooperate, the majority of respondents in Armenia 

lack information about the economic opportunities across the border. With the exception of 

International Masis Tabak factory and some fruit producers, all of the respondents in Tavush had a 

poor understanding of the economic conditions and market opportunities existing in Kvemo Kartli. 

These views were mostly shaped based on memories from Soviet times and assumptions/stereotypes 

regarding the region, while evidence-based conclusions were not common. This kind of lack of 

information, as well as the inability to access such information was one of the most frequently 

quoted constraints in starting business activities in Kvemo Kartli. Therefore, the provision of 

accurate, sector-specific information about all the main aspects (market demands and opportunities, 

                                                           
2 It should be noted that the field research in both regions was conducted well before the escalation of the Armenian-Azerbaijani conflict over 

Nagorny Karabakh, which occurred during the early days of April 2016. 
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main players, regulatory framework, costs and tariffs, etc.) should be the starting point for 

establishing cross-border economic cooperation. 

 

Although addressed in a smaller detail, similar lack of information and understanding of economic 

opportunities across the border was also observed among companies in Kvemo Kartli. One of the 

indications of such a gap was the comparably high rate of interest in attracting investments from 

Armenia.  

 

However, this information gap differs in the various sectors, and therefore a differentiated approach 

should be adopted to fill in this gap. For example, in the case of textile/glove production, the 

development of a specific marketing plan and product promotion meetings regarding Kvemo Kartli 

and broader Georgia will add value to the program and potentially lead to long-lasting cooperation. 

In the case of the tobacco sector, in addition to improved marketing, an assessment of the 

availability of a seasonal labor force to work on the tobacco fields in Tavush region (and, later, 

possibly in Kvemo Kartli) is needed. 3 

 

A properly prepared and well-facilitated exchange of experience and study visits in the early stage 

of program implementation will help polish the ideas and avenues for possible cooperation, as well 

as eliminate the ones that are not feasible. 

 

Awareness about regulations, especially related to the EU and EEU 

 
Similar to the previous section, most of the respondents in Tavush (with the exception of the largest 

producers) admitted that they do not have enough information on the regulatory framework existing 

in their sector, especially after the changes that were made as a result of Armenia’s accession to the 

EEU, let alone regulations existing in Georgia or the DCFTA with EU. 

 

The situation is notably better in Kvemo Kartli, where 19 company representatives (i.e. 40% of the 

total) were positive about their knowledge on the preferential trade regimes (FTA, GSP, DCFTA) 

from which Georgian companies can benefit. This can be explained by the fact that large and 

medium-size companies that have established business contacts outside Georgia constituted a larger 

segment in Kvemo Kartli than in Tavush, where majority of respondents were individual 

entrepreneurs or family business owners. However, only five of Georgian companies (i.e. 11% of 

the total) have utilized this knowledge. This suggests that a proper awareness campaign and tailored 

guidance on the existing regulations can be an effective intervention. 

 

To summarize, it is clear that this gap should be addressed by the program. However, a more 

efficient and productive option would be to have a different approach for each sector and provide 

sector-specific information, despite the fact that some of the regulations are the same across sectors. 

A joint session for all participants and separate workshops for each sector representatives might be 

an approach to solve this issue. 
 
Production capacities 
 

In all cases in Tavush and in most of the cases in Kvemo Karli respondents stated that their 

production capacity was higher than their actual production level, and that they could increase their 

output level in case of availability of additional markets.  

 
 

                                                           
3 In case of Kvemo Kartli, a separate assessment might be needed to understand the quality of soil and crops as well as the existence of labor skills 

required for tobacco production. 
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General recommendations 
 
One of the major findings of the study is that businesses located in Tavush- and Kvemo Kartli 

regions have very limited access to information about cross-border cooperation opportunities. This 

limits their possibility to reach markets across the border and, therefore affects their production 

capacities. Only small number of these businesses have links across the border. Hence, it is vital 

that the current project and other similar interventions collect information on:  

 

 Trade opportunities across the border, including regulatory framework and practices; 

 Potential access to EEU and EU markets via Armenia and Georgia respectively;  

 Investment potential in the bordering regions.   

 

Making this information available to businesses in Armenia and Georgia will help them make 

effective and informed decisions while exploring contacts with counterparts across the border, 

which will eventually facilitate closer economic relations between the two countries.  

Establishment and diversification of channels of information exchange is another important aspect. 

Offering relevant information through internet sources, as well as traditional media will ensure 

wider reach to business communities.   

 

Chambers of commerce, state investment agencies, local NGOs and international agencies can play 

an important role in exploring investment and risk opportunities across the border, as well as in 

facilitating cross-border exchange of information.  
 

Below we present a number of additional general recommendations that are relevant for identified 

sectors in both countries. More detailed sectorial recommendations are available in full reports of 

the Kvemo Kartli and Tavush baseline studies.   

 

Festivals for products and services of Tavush & Kvemo Kartli regions 
 

The Baseline Study identified economic potential of both regions, as well as key businesses. To 

build on these insights, festivals can be organized to host potential partners and represent all the 

main products and services that are available in both regions. This will facilitate establishment of 

initial relations among stakeholders. 

 

Within the scope of these festivals, each selected business sector will have an opportunity to 

present its products, potential and needs. In case of sectors that are concentrated around one or two 

players (textile, tobacco production, mining etc.), these presentations can be scheduled at specific 

times, to be followed by one-on-one meetings with potential partners. In these cases, the chances 

will notably increase for representatives of large-scale businesses present at the event. 

 

Other sectors that unite many players, and provide products and services for mass consumption 

(fruit production and processing, wine production, guesthouses and tour operators, sewing 

companies, etc.) can present their activities during the whole duration of festivals. Moreover, in the 

case of community-based tourism, festivals will add more value, since participants can be hosted 

by the selected guesthouses as well as get acquainted with the notable local sites and tourist 

attractions. 

 

The festivals can also help with increasing the knowledge about existing regulations and practices 

across the sectors and countries. Filling this gap of knowledge is instrumental to supporting cross-

border cooperation. To address this need, thematic workshops for the selected business sectors can 
be organized to cover (but not be limited to) topics, such as:   
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 Developing community-based tourism, online marketing and the secrets of hospitability; 

 Exploring the potential for joint tour packages covering Tavush & Kvemo Kartli (and 

beyond); 

 Exploring opportunities to expand fruit production and sales in Kvemo Kartli and Tavush;  

 Exploring the feasibility of exchanging seasonal farm workers and leasing of farming 

equipment/machinery;  

 Exploring opportunities for joint promotion and branding of certain products abroad (for 

example promotion of “Caucasian” dried fruits/wines/cuisine/joint itineraries for tourists etc.). 

 

The core factors for success of such festivals are the following: 

 

 Each of these festivals should last around 2-3 days in each location, which will enable not only 

a larger number of participants but will also provide enough time to run awareness sessions 

and thematic workshops; 

 Proper preparation of the event in all aspects, starting from such things as the selection of a 

suitable venue and timely invitations, and ending with engaging design and informative 

content; 

 Participation of the companies and individuals with the greatest potential to contribute to the 

event and establish lasting cooperation. Therefore, it is important to plan the events well in 

advance and get initial confirmation from core stakeholders on the date and venue of the 

festival; 

 Taking into account the beneficial potential of the event for the local economy, the necessity 

of economizing on programmatic costs, and most importantly the ability to contribute to the 

success/failure of such initiatives, it might also make sense to engage representatives of the 

local authorities starting from the initial stage of planning. 

 

Study tours to explore the opportunities on the spot 
 

Festivals may trigger certain ideas and interests among the participants. In order to encourage 

further communication, Tavush and Kvemo Kartli businesses should be given an opportunity to 

have on-the-spot meetings with potential partners across the border. 

 

In ideal circumstances, the organization of such visits would be subject to the ability of potential 

partners to submit a concise plan/concept that would explain and justify such meeting/tours, making 

them more productive and focused. However, the development of viable concepts is highly unlikely 

to become a common practice for the interested businesses. In these circumstances, the 

implementing agency should be ready to substitute and take the lead in designing and organizing 

sector-specific tours and meetings. For this purpose, it will be crucial to generate and enlist all the 

core questions that should be addressed during the tours.  

 

Consultations to businesses on cross-border cooperation  
 

The Baseline Study identified that the knowledge of trade, taxation, investment and other 

regulations, as well as of practical aspects of working on the other side of the border is scarce 

among businesses of the Kvemo Kartli and Tavush regions. In these circumstances, the knowledge 

of potential partners across the border will not be sufficient for triggering a cross-border 

cooperation. Therefore, it is vital that any implementing agency should be ready to offer expertise to 

interested businesses.  

 

For example, with regard to expanding tobacco production in Kvemo Kartli (in order to meet raw 

material demands of Armenian tobacco companies), an assessment of the quality of soils and labor 

skills will be required. Another example is related to expanding the exports of Tavush-made 



 10 

industrial gloves to Georgia and gaining access to the EU market. Although the Tavush-based 

producer demonstrates a high interest in this, a separate detailed study of Georgia and EU market 

demands for this product is needed, which an implementing agency should be ready to address by 

providing a high-quality expertise.   

 

Establishment of a virtual platform 
 

In order to be able to effectively communicate with stakeholders, share information and contacts, as 

well as establish long-term relations and monitor the evolution of those relations, the creation of an 

online, an establishment of a low cost but regularly updated and well-maintained virtual platform 

should be considered. This platform will serve both as a repository for general and sector-specific 

information, as well as a database of local entrepreneurs’ profiles, with details on their products, 

capacities and contacts. 
 

Sector-specific recommendations 
 
The table below depicts sector-specific recommendations for each of the eight target sectors4. At 

the same time, the table is only a summary of more detailed recommendations included in full 

reports of Kvemo Kartli and Tavush baseline studies.   

 
Tavush Region Kvemo Kartli Region 

Fruit 

production & 

processing 

Organization of agro-tours and experience sharing 

with Georgian vineyards and wineries.  

Agriculture and 

agribusiness 

Organization of a marketing 

campaign to promote and brand 

Georgian vegetables and cheese in 

Tavush and the rest of Armenia.  

Creation and facilitation of long-term and stable 

business relations of Armenian producers with 

Georgian input (mainly pesticides) suppliers.  

Exploration of an opportunity to 

attract investments in greenhouses, 

cold storages and post-harvest 

facilities in Kvemo Kartli, and 

their promotion among agricultural 

producers from Tavush and the 

rest of Armenia.  

Organization of export promotion activities to utilize 

market opportunities in Georgia and beyond (i.e. 

EU) 

Creation of new linkages between 

Georgian and Armenian producers 

and exporters through exchange 

visits, joint conferences, business 

councils etc. 

Tobacco & 

cigarette 

production 

 

Exploration of an opportunity to attract seasonal 

workers in tobacco plants in the Tavush region 

during the months of July-August, when tobacco 

producers report human resource shortage.  

Manufacturing of 

chemicals and 

chemical products 

 

 

Heavy industry 

(metallurgy, basic 

and fabricated 

metals) 

 

 

Manufacturing of 

Creation of a business advisory 

service which will help Georgian 

producers who want to export to 

Armenia.  

Agro-tours for Armenian tobacco experts/farmers to 

Georgia, in order to assess the prospects and 

possibility of tobacco cultivation in the Kvemo 

Kartli region.  

Organization of business tours to 

Armenia to facilitate business 

contacts with Armenian 

businesses.  

In the case of positive results (above), establishment 

of permanent business relations between Armenian 

cigarette producers and Georgian (future) tobacco 

farmers.  

Organization of business forums 

and consultations between 

companies of Kvemo Kartli and 

Tavush.  

                                                           
4 Note that, in case of Kvemo Kartli, 3 out of 4 sectors have similar recommendations since these sectors have notable similarities. Therefore, those 

recommendations are presented as shared prescriptions for those three sectors. In addition, in order to have a better understanding of the origins and 
justification of these prescriptions, we recommend that you read the full reports of the Kvemo Kartli and Tavush baseline studies that include 
recommendations and findings in detail. 
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Textile 

Production 

(Gloves) 

Conducting a comprehensive marketing research 

and/or a promotional tour in Kvemo Kartli and the 

rest of Georgia for the Tavush-based producer of 

quality gloves for the industrial & agriculture 

sectors.  

construction 

materials and 

mining 

 

 

 

 

 

Creation of a database on the 

industrial potential of Kvemo 

Kartli and sharing it with 

businesses in Tavush and the rest 

of Armenia.  

The same recommendation (as above) for the 

Tavush-based smaller size sewing companies to 

market the Tavush-made uniforms in Kvemo Kartli 

and the rest of Georgia.  

Community-

based 

tourism 

(CBT) 

Facilitation of cooperation between tour agencies 

and guesthouse owners from Tavush and Kvemo 

Kartli to attract more visitors via joint tours in both 

regions/countries. 

Support to experience sharing and learning among 

the key players providing services in the CBT sector 

in Tavush and Kvemo Kartli.   

Organization of regular regional business festivals 

including CBT sector to represent the potential of 

Tavush and Kvemo Kartli businesses.    

 

*** 
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Executive summary  
 

This study was conducted within the framework of the “Cross-border Economic Development” 

(CED) project implemented by the Georgia-based Civil Development Agency (CiDA) in 

partnership with the Armenia-based Support for Noyemberyan (SFN) and the Northern Branch of 

Eurasia Partnership Foundation (NB EPF). The CED project is implemented within the EU-funded 

Eastern Partnership Territorial Cooperation (EaPTC) project.   

 

The baseline study was commissioned by Eurasia Partnership Foundation (EPF) to support the 

implementation of the CED project aimed at increasing cross-border economic cooperation between 

the Tavush region in Armenia and the Kvemo Kartli region in Georgia. The study started in 

November 2015, was finalized in March 2016 and consisted of two main phases. The findings of the 

study showed that there is significant unrealized potential in developing cross-border economic 

cooperation between the neighboring regions. At the stage of identification of specific sectors for 

analysis (see section 1.2), it became clear that at least three out of these four sectors not only have 

the potential to expand into the Kvemo Kartli market but also to establish joint business initiatives, 

since these sectors were comparably underdeveloped in Kvemo Kartli while a high level of demand 

for such products or at least the potential to develop such a demand existed. In addition, one of the 

sectors, community-based tourism, had large untapped potential to benefit from increased 

cooperation, visibility and knowledge sharing between counterparts from across the border. Joint 

tours, combining efforts to promote such tours in external markets and experience sharing are areas 

where cooperation between the tourism sectors of these two regions has yet to materialize.  

 

Besides this potential for development, the study revealed that there is also notable willingness 

among the key players of the selected sectors to engage in such cooperation. There has not been a 

single respondent who either refused to be engaged in the program or doubted the possibility of 

benefitting from the program components, namely increased knowledge on the regulatory 

frameworks of both countries and opportunities for cross-border economic cooperation.  

 

Nevertheless, it should be emphasized that most of the interviewees had a limited vision of such 

opportunities, mostly perceiving them as just as a way of increasing the markets for their products 

and services. Less frequently, entrepreneurs considered cooperation across the border as an 

opportunity to learn from their counterparts, while making an investment or generating additional 

resources for their own business was seen even more rarely. However, the most significant 

bottleneck for the development of cross-border cooperation is not a lack of imagination but rather 

an information gap regarding these opportunities. This information gap was observed both 

regarding market needs and legal requirements to work across the border but most importantly in 

the form of a lack of reliable and detailed information on the names and places where such 

cooperation could materialize.  

 

The elimination of this information gap should become the cornerstone of the program. For this 

purpose, various types of programmatic interventions can be designed; starting from the 

organization of large-scale fairs and festivals and ending with sector-specific workshops, separate 

consultations and fact-finding/study visits (see section 4.2 for a detailed discussion of these 

opportunities). 

 

Description of Baseline Study and Methodology  
 

The overall aim of the baseline study is to reveal the existing economic conditions in the two 

neighboring administrative regions, namely Kvemo Kartli in Georgia and Tavush in Armenia, in 

order to identify the areas and means for increasing cross-border economic cooperation, taking into 
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account that these two countries, being members of different customs systems, have preferential 

access to two large markets.  

 

In order to achieve these goals, a specific research methodology was developed. A baseline study 

was carried out from November 2015 to January 2016, and consisted of two main phases: desk 

research and fieldwork. 

 

During the desk research phase:  

 

a. the main sectors with the highest potential were identified (for an outline of the sector 

identification strategy as well as the results please see section 1.2),  

b. the formal regulations related to these sectors were reviewed, including the tax system, 

trade overview and customs affairs (for details of findings please see Section 2 ), and 

c. data collection tools were drafted and piloted (please see Annex 1 for topic guides of the 

in-depth interviews). 

 

During the field research phase, 43 interviews were conducted with individuals representing the 

selected four sectors as well as experts on specific sectors and public officials (please see Annex 2 

for the full list of interviewed individuals). While selecting the individuals representing the sectors 

of our interest, we tried to include the broadest possible range of perspectives. Therefore, the 

following factors were taken into account:  

 

 inclusion of individuals representing all four main sub-regions (Berd, Dilijan, Ijevan, 

Noyemberyan) as well as the main communities of the region, 

 inclusion of a wide range of actors that contribute to the value chain in each of the sectors 

from small-scale producers to individuals having a leading role in factories, 

 to reflect the external perspective, we also targeted experts who had in-depth knowledge of 

the selected sectors or economic-community development experience as well as public 

officials. 

 

As a result of this selection strategy, we were able to conduct interviews with 43 individuals 

representing the selected sectors as well as local and national government officials (seven 

community heads and two national officials) and sector experts residing both in the region and the 

capital. This enabled us to have a holistic picture of the current state of the specific sector as well as 

triangulated information and views expressed by different players in the value chain.  

 

For instance, in the tobacco sector, we were able to talk to five tobacco farmers residing in four 

different communities, two of whom worked at the same time as managers of local tobacco 

collection and drying facilities. They served as intermediaries between the factory and farmers, and 

therefore had a different perspective. For a better understanding of the sector, two representatives of 

tobacco factories were also interviewed, which enabled us to be informed about the insights of big 

business and the larger development strategy.  

 

Similarly, with regards to community-based tourism (CBT), we interviewed six B&B owners from 

all four main sub-regions (Ijevan, Dilijan, Noyemberyan, Berd), one of whom also worked as a tour 

agent and guide. In addition, two tour agents were also interviewed from two other sub-regions as 

well as the head of the tourism department at the Ministry of Economy.  

 

Taking into account the specifics of the sector (a large number of producers and a variety of 

products), the biggest number of interviews were conducted in relation to the fruit production 

sector. Here we interviewed eight farmers from six different communities that produce/collect all 

three main groups of fruits, an individual who is engaged in reselling fruit, five individuals who 

represent small and medium-size (in this context, large) enterprises working in the field of fruit 
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processing. In this regard as well, we tried to target the largest variety of players, starting from 

people engaged in dry fruit production and ending with managers of a large wine and brandy factory 

that recently expanded also into fruit processing activities (juices, canned food etc.). In addition, we 

talked to seven community heads and one expert in community development who worked in 

assisting fruit production improvement. 

 

Regarding representation, the smallest number of interlocutors was from textile/glove production, 

which is natural since this sector was over-concentrated. We conducted two interviews with 

individuals who manage a large facility producing gloves, an individual entrepreneur who has 

established a sewing company, as well as representatives of Choratan village where the glove 

production factory is located.  

 

To summarize the strategy of data collection during the field phase, we conducted as many 

interviews as necessary to form a good understanding of the sector, its challenges and opportunities, 

existing capacities and priorities, to reflect on different perspectives of value chain actors and to 

design sector-specific recommendations. 

 

Sector selection 
 

Generally when identifying the main sectors for research in the Tavush region, it would have been 

better and more accurate to get detailed data and statistics on the trade, output, tax regulations and 

so forth on a regional level. This would enable one to have a clear and in-depth idea about current 

economic trends in Tavush and Kvemo-Kartli as well as future cross-border cooperation and 

development opportunities between the two regions. However, some data and statistics, particularly 

the ones related to cross-border trade between the Tavush region and Kvemo-Kartli were not 

available. Therefore, the team used a combination of different methods to identify the sectors and 

developed the following three-step approach: 

 

a. Based on the highest output at a regional level during the last three years, a list of the most 

successful/established sectors was identified. This enabled using the potential of already 

established sectors in cross-border cooperation and will assert the accuracy/reliability of 

the selected sector. 

 

b. Based on special national and regional legal conditions (e.g. tax concessions, quotas, 

exemption of customs duties, past traditions, geography and etc.), the list of sectors with 

the most growth potential was identified. For this purpose, data on the highest level of 

increase of output within the last three years was also considered. 

 

c. Based on aggregate data on trade between Armenia and Georgia for the last three years, 

the list of largest sectors5 in terms of cross-border trade between Armenia and 

Georgia was identified. This allowed identifying the sectors with development potential in 

the frame of cross-border trade between the two countries. Afterwards we narrowed down 

the list of sectors to the regional level, and considered the ones that are most relevant to the 

Tavush region.  

 

In addition, we undertook certain measures to ensure that the identified sectors were indeed viable 

and interesting from the standpoint of the project’s priorities. For this purpose, the team reviewed 

all the available documents and reports on the Tavush and Kvemo Kartli regions analyzing 

                                                           
5The list was comprised of commodities with annual export/import results of more than $500 thousand. In addition we 

used the Harmonized Commodity Description and Coding System (HS) so as to avoid differences in classification of 

commodities, to be able to compare the trade data across two countries and also to select specific sectors. 
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economic trends, development prospects, output, demography and special legal conditions. 

Moreover, we carried out phone interviews with several local state officials and entrepreneurs.6 

As a result of this exercise, four specific fields were selected to be further examined for the Tavush 

region:7 

 

 Production and export of fruits (08 HS 0806 (grapes fresh or dried), 0809 (apricots, cherries, 

peaches, plums & sloes, fresh), 0810 (fruits other – strawberries, raspberries, blackberries 

etc.), 

 The production of cigars, cheroots, cigarillos and cigarettes (HS – 2402), 

 Textile, especially the production of gloves under HS – 6116, 

 Community-based tourism, as a form of tourism where the “main tourism products are 

developed and consumed” in the community which actively participates and has control over 

the development and management of tourism. 

 

We selected the latter not so much based on the results reflected in the official statistics, although 

there were notable positive trends regarding this sector as well, but rather due to recommendations 

coming from initial interviews and partners. 

 

Analysis of the regulatory framework 
 

Tax System 

 

Income tax  

  
Income tax is paid by both residents and non-residents including sole traders and notaries (The law 

of the RA on income tax 2010, GT 2015, KPMG 2013).  
Table 1. The list and definition of the main income tax payers in the RA. 

 

Object of taxation: 

 

 for residents: the accrued taxable income received in Armenia or overseas (passive income 

and the income received from civil-legal contracts for natural individuals who are not sole 

traders or notaries).  

 for non-residents: the accrued taxable income (as stated above) received from only 

Armenian sources. 

 

The taxable income is determined by subtracting certain deductions and expenses from the gross 

income of the taxpayer (see table 2) (The law of the RA on income tax 2010, GT 2015, KPMG 2013). 
 

Table 2. Deductive income as stated by the law on income tax of the Republic of Armenia (RA) 

Deductive income Exceptions 

Benefits as stated by RA legislation  Maternity benefits 

                                                           
6 This proved to be a useful exercise, since at least one sector (HS-4101. Raw hides and skins of bovine or equine 

animals) was removed from the list once phone interviews revealed that activities in this sector had halted.  
7 Since each of these sectors is presented separately, the justification of selection is also presented in those sections. 

Taxpayers Residents: natural persons who have lived for more than 183 days in

the RA during a tax year or whose center of vital interests is located in

the RA, as well as state employees who are temporarily overseas.

Non-residents: Other natural persons not covered by the definition above
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All types of pensions as stated by RA legislation 
Pensions paid under the voluntary pension 

system 

Insurance contributions 
Contributions on the voluntary pension 

scheme by the tax agent 

Royalties, financial assistance and support paid on 

social assistance grounds 
 

Compensation paid for performance of work 

(provision of services) on the basis of a civil-legal or 

labor contract 

Compensation paid for unused vacation in 

the case of termination from work 

Proceeds received by natural persons, other than 

the tax agent, from the endowment of a property 

Revenue received from the endowment of a 

property as part of a business operation. 

Monetary and in-kind assistance given to natural 

persons by non-commercial organizations that are 

registered with the tax authorities 

 

Receivable loans and credits 
When the lender and the owner have an 

agreement about reimbursement 
Source: Derived from ՕԵՀՄ (2010) 

Expenditure includes: material costs, salary and payments equivalent to salary, depreciation, 

insurance remittances, rental fees, non-refundable taxes and duties, loans and other interest on 

borrowing, warranties, guarantees and other banking service fees, advertisement expenses, 

representative expenses, sponsorship expenses, judicial expenses, business trip expenses, fines, 

penalties and other similar expenses, expenses on audit, legal and other consulting, information and 

administrative expenses, factoring, and asset transaction (fiduciary) costs, expenses that were 

understated during the previous three years. The deductions and expenses mentioned above apply 

when determining the taxable income for both residents and non-residents (The law of the RA on 

income tax 2010).  

 

Figure 1 represents the basic tax rate in the case when the tax agent is obliged to pay the taxes. If the 

amount of the monthly payable income is less than AMD 120,000, then 24.4% of that income is 

taxed. If the amount of taxable income is between AMD 120,000 and AMD 2 million then AMD 

29,280 (which is 24.4% of AMD 120,000) is paid as tax in addition to 26% of the remaining taxable 

income. If the monthly taxable income is more than AMD 2 million the tax rate increases to 36%, 

i.e. AMD 518,080 (which is 26% of AMD 2 million) and 36% of the remaining amount of taxable 

income is paid (The law of the RA on income tax 2010, GT 2015).  
Figure 1. Income tax rate according to the law when the tax agent pays taxes 

 

Source: (The law of the RA on income tax 2010, GT 2015 & WB 2016) 

There are several exceptions from the basic tax rate: 

 In order to facilitate agriculture development for taxpayers engaged in agriculture, income 

received from the sale of agricultural products (cereals, technical crops, seeds, products from 

animal breeding (livestock, pig, sheep) etc.) is not subject to taxation. Furthermore, if that 

taxpayer has an additional source of income which does not exceed 10% of his/her total 

income the taxpayer is free of paying income tax. 

24.4%

if the amount of monthly 

taxable income is 

< AMD 120,000

26%
if the amount of taxable 

income is between AMD 

120,000-2 million, then 

AMD 29,280 + 26% of 

the amount exceeding 

AMD 120,000

36%

if the amount of taxable 

income is > 2 million, then 

AMD 518,080 + 36% of 

the amount exceeding 

AMD 2 million
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 In order to promote IT development in Armenia, for the salary paid to employees and for the 

income which is equivalent to salary during the certification validity period, the tax rate is 

set at 10%. 

 The income tax rate is 13% if the tax agent has signed a contract with a resident of the RA 

and the latter performs the work exclusively overseas and within the scope of projects 

approved by the Government of the RA (The law of the RA on income tax 2010, GT 2015, 

KPMG 2013). 

 

Figure 2 represents the basic tax rates when the tax agent does not withhold income tax. The tax rate 

is 24% when the amount of monthly income is less than AMD 1,440,000 and 26% when the amount 

is more than AMD 1,440,000.  

 
Figure 2. The tax rate in the case when the tax agent does not withhold income tax 

 

Source: The law of the RA on income tax (2010), GT (2015) & KPMG (2013). 

The tax rate varies also for foreign citizens and for those who do not have any citizenship but have 

an income from Armenian sources. Table 3 illustrates the basic tax rates for this group of people. In 

order to avoid double taxation, the source of income of RA residents received overseas is taken into 

account. 

 
Table 3. The basic tax rate for foreign citizens and for those who do not have any citizenship 

Insurance payments and income from transportation (freight) 5% 

Royalties, interest gains, lease of property, increase in property value  10% 
Source: The law of the RA on income tax (2010) 

In January 2014, a mandatory funded pension scheme entered into force. The participants of this 

system are employees, notaries and private entrepreneurs who were born in 1974 and afterwards. 

This includes also foreign citizens or individuals who do not have citizenship and work for an 

Armenian company and receive income that is subject to income tax. The overall amount of pension 

contribution is 10% of basic income. 5% of the amount is paid by the employee and the other 5% is 

transferred from the state budget (The law of the Republic of Armenia on pension funds 2010, KPMG 

2013).  

 

Value added tax 
 

VAT is required to be paid by legal entities who have the right to carry out or who are registered in 

the RA as carrying out business, private entrepreneurs and notaries, branches of foreign 

organizations as well as individuals who are not sole traders but carry out activities taxable with 

VAT (The law of the RA on value added tax 1997, GT 2015 & KPMG 2013).  

 

The VAT rate is 20% of the taxable turnover of goods and services. In the case of reimbursement, 

the VAT is calculated at 16.67%. For non-commercial organizations that are not eligible to carry 

out business activity as well as for natural persons, the threshold for VAT payment is AMD 58.35 

million. In all other cases, the threshold for determining whether the taxpayer is a VAT payer or not 

is the amount of turnover tax, which is currently AMD 115 million (The law of the RA on value added 

tax 1997, GT 2015 & The Law of the RA on profit tax 2012). 

 

24%

< AMD 1,440,000

26%

AMD 351,360 + 26% of the 
amount exceeding AMD 

1,440,000
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For certain products, the payment of VAT is postponed: surgical bacteria sterilizers for surgery 

and laboratory use, and some other bacteria sterilizers, dishwashing machines, equipment for 

washing battles or other items, equipment for filling and stamping battles and similar items, various 

types of cranes and lifting trusses, some types of bulldozers, machines for plowing land, presses, 

crushers or similar equipment, equipment for producing paper or similar products, some types of 

printing machines, some types of sewing machines, equipment for producing leather, machines for 

producing electronic lamps or other products, equipment for making cigarettes, electrical machinery 

and mechanical appliances (The law of the RA on value added tax 1997). 

 

Table 4 represents the exemption period for the commodities mentioned above. If the customs value 

of imported goods is less than AMD 70 million the extension period is one year after the assertion 

of goods. If the customs value of the imported good is AMD 70-300 million, the extension period is 

2 years. Finally for goods with a customs value of more than 300 million, the extension period is 3 

years. 

  
Table 4. Exemption period subject to the assertion time and value of commodities 

Timeframe Customs Value 

1 year < AMD 70 million 

2 years  AMD 70 million – 300 million 

3 years  < AMD 300 million 
Source: The law of the RA on value added tax (1997) 

Furthermore, certain products under the Foreign Economic Activity Commodity Nomenclature 

classification system (FEACC) (especially used in agriculture) are exempted from VAT, e.g. 

various types of machinery used in agriculture for processing, cultivating land and for collecting 

and threshing crops, machinery for milking and processing of milk, fertilizers, miscellaneous 

chemical products, particularly insecticides, fungicides, herbicides, detergent substances, items for 

educational institutions, music, art and art institutions and art schools, sport schools, vocational 

schools etc. and revenues within the scope of tuition fees, educational supplies, such as notebooks, 

drawing albums etc., the sale of semi-finished goods of precious metals that are used in jewelry as 

well as precious metals, handmade carpets directly produced by the producer in the RA, the import 

of cigarettes by those individuals who are not cigarette producers or importers, the operation of 

casinos, the import and (or) sale of diesel, the operation of gambling machines, the organization of 

internet gambling, the export of goods, transit transportation through the territory of Armenia (The 

law of the RA on value added tax 1997). For the import of unmanufactured tobacco, tobacco refuse 

(commodities under HS/FEACC 2401) by organizations and sole traders - 0% VAT rate is applied 

in all these cases (The law of the Republic of Armenia about the confirmation of the list of goods (not 

subject to excise tax) imported by organizations and private entrepreneurs that are exempted from value 

added tax 2001).  

 

For the export of goods from EEU countries to Armenia, VAT is paid to the tax authorities (The law 

of the RA on value added tax 1997, Treaty on the Eurasian Economic Union 2014, The law of the 

Republic of Armenia on the characteristics of the calculation and the payment of indirect taxes 

among the member countries of the Eurasian Economic Union 2014, MoE 2016). In the case of 

exports from Armenia to EEU countries, the VAT rate is 0%. If the exporter of goods (except 

natural persons) has the necessary documents), a 0% VAT rate may apply. These documents include 

an agreement between the taxpayers of both EEU countries stating the export/import of goods, a 

bank account statement approving the transferred amount of money, transportation documents and 

other documentation. All the necessary documents should be provided to the tax authority within 

180 days after the actual export of goods. In the case of Georgia, Armenia has an agreement with 

Georgia that excludes double taxation, i.e. exported goods from Georgia to Armenia are not taxed 

on the Georgian border (Agreement 1998).  
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Profit tax 
 

Profit tax is paid both by residents of the RA (e.g. organizations and contractual investment funds 

with state registration) and non-residents.  

 

Object of taxation: 

 For residents: it is the taxable profit obtained within and outside of RA boundaries.  

 Non-residents: it is the total profit received from Armenian sources. 

 

The tax rate is 20% with respect to the table profit, and for investment funds it is 0.01%. Taxable 

profit is the positive difference of gross income and deductions as identified by the RA law on profit 

tax. For investment funds, the taxable profit consists of the net assets. Expenditure includes all the 

costs directly or exclusively connected with the production of goods, provision of services, disposal 

of goods or provision of consulting etc. (e.g. material costs, salaries and other employment-related 

costs, depreciation, insurance payments, non-refundable taxes, duties and other obligatory 

payments, interests on loans, representative expenses and so forth). Special accounting and financial 

rules stated by RA laws and regulations apply when determining the amount of profit tax (The Law 

of the RA on profit tax 1997, GT 2015).  

 

The tax rate is different for groups of resident taxpayers who satisfy the following conditions (The 

Law of the RA on profit tax 1997, GT 2015): 

 

 Entitled groups of taxpayers are in the extraction and processing of metallic minerals, 

processing or sale of precious stones, production or sale of jewelry products, production and 

sale of excisable goods.  

 The sum of the services provided to non-residents outside of Armenia and/or the work done 

for non-resident organizations outside of Armenia and the goods exported from Armenia 

under the export procedure and/or moved to another EEU country does not exceed AMD 40 

billion.  

 During the reporting year, at least 40 billion AMD was transferred to the bank account of 

taxpayers opened in the resident banks of RA in connection with export activities. 

 During the reporting year, the taxpayers and/or the group of taxpayers do not have any 

revenue from importing goods, or work performance or provision of services with the 

exception of interest received for the loan given to non-residents. 

 

If the taxpayer satisfies all the conditions mentioned above and the sum of the services provided to 

non-residents does not exceed AMD 40 billion, then the taxpayer or group of taxpayers pay 5% 

profit tax. If all the criteria mentioned above are satisfied and the sum of the services provided 

exceeds AMD 50 billion, then 2% is paid. 5% is paid also when a group of resident taxpayers carry 

out activity in the sphere of construction or installation within the scope of projects approved by the 

government (The Law of the RA on profit tax 1997, GT 2015).  

 

As in the case of VAT and income tax, special conditions apply to taxpayers who work in 

agriculture. If the profit was gained from the sale of his/her own agricultural products (cereals, 

technical crops, seeds, products from animal breeding (livestock, pig, sheep) etc.), then it is not 

subject to taxation. Furthermore, if a taxpayer has additional sources of income, the total amount of 

which does not exceed 10% of his/her overall income, than the taxpayer is exempted from paying 

profit tax. Taxpayers who produce and sell handmade carpets are also exempted from profit tax 

(The Law of the RA on profit tax 1997, GT 2015). 
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Table 5. Profit tax rates for non-residents 

Type of profit Tax 

rate 

Insurance compensation, reinsurance payments and income received from freight 5% 

Income from the lease of property, passive income (with the exception of the 

income received from freight) 
10% 

Other services provided by a non-resident organization, as well as the income 

received for the provision of services for the subdivision of the non-resident 
20% 

Source: The Law of the RA on profit tax (1997) 

Turnover tax 
 
Turnover tax (TT) is a substitute to VAT and/or profit tax for sole traders, trade organizations and 

notaries. If the return on sales of delivered goods and services (performed tasks) of individuals or 

their turnover during the previous calendar year without VAT does not exceed AMD 115 million 

with respect to all types of their activities, then they are required to pay turnover tax. The tax object 

is the return on sales of goods and services (performed tasks) delivered by the TT payer during the 

reporting period, as well as other received incomes. The reporting period for this tax is every three 

months. 

 
Table 6. Turnover tax rates before October 2014 

Income type Rate 

Income from trading activity 5% 

Income from production activity 3.5% 

Income from lease, interests, royalties, disposal of assets 

(including real estate) 
10% 

Income from notarial activity 20% 

Income from other activity 5% 
Source: The Law of the RA on profit tax (2012) 

 

If the taxpayer entitled in a trade activity provides all the necessary documentation as stated by RA 

laws and regulations confirming the purchase of goods (including indirect taxes) then the taxable 

income is reduced by 4% of the expenses. In this case, instead of 5% only 1.5% will be taxed (The 

Law of the RA on profit tax 2012). 

 

Excise tax and taxation of cigarettes and tobacco 
Excise tax is an indirect tax paid to the state budget. The taxable commodities, according to the law, 

are beer and wine (with the exception of brandy spirits) and alcoholic drinks, cigars, cheroots, 

cigarillos & cigarettes, unmanufactured tobacco, tobacco refuse, diesel, oil etc.  

 

Excise tax is paid for the import and sale of cigars, cheroots, cigarillos & cigarettes, manufactured 

tobacco substitutes, tobacco refuse (HS 2402 and 2403). All legal individuals (including branches or 

divisions and representatives of foreign legal persons) as well as sole traders that produce or import 

cigars, cheroots, cigarillos & cigarettes, unmanufactured tobacco, and tobacco refuse are required to 

pay excise tax (The Law of the RA on excise tax 2000, GT 2015). 

 

As in the case of VAT, special rules apply also for excise tax in the case of trade among EEU 

countries. The exporter is exempted from paying excise tax if he/she has all the necessary 

documentation regarding the export of goods and the recipient (Treaty on the Eurasian Economic 

Union 2014, The law of the Republic of Armenia on the characteristics of the calculation and the payment of 

indirect taxes among the member countries of the Eurasian Economic Union 2014). 
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Table 7. The basic tax rate for cigarettes and cigarette substitutes 

Product code Product label unit of tax base Tax rate 

2402 10 00011 Cigars containing cigarettes 
1000 pieces AMD 605,000 

2402 90 00011 Cigars, other 

2402 10 00012 Cigarillos containing tobacco 
1000 pieces AMD 16,500 

2402 90 00012 Cigarillos, other 

2402 20 90011 Cigarettes containing tobacco with filter 

1000 pieces AMD 5,500 2402 20 10011 Cigarettes containing clove with filter 

2402 90 00013 Cigarettes, other with filter 

2402 20 90012 Cigarettes containing tobacco without filter 

1000 pieces AMD 1,540 2402 20 10012 Cigarettes containing clove without filter 

2402 90 00014 Other, without filter 

2403 Industrial substitutes of cigarettes 1 kg AMD 1,500 

Source: The Law of the RA on excise tax (2000). 

Goods that are not subject to excise tax (The Law of the RA on excise tax 2000): 

 alienation of goods subject to excise tax under the “export” or “re-export” procedures 

 goods taxable by excise tax imported or exported according to the customs procedures 

identified by the EEU and RA customs legislation other than the “release for domestic 

consumption” customs procedure 

 Import of goods taxable by excise tax that are for personal use and are not considered as an 

entrepreneurial activity as stated by the RA legislation.  

 

Tax privileges and other issues 
 

Taxation of border communities: In addition to the tax regulations mentioned above, in 2014 the 

Parliament of the RA adopted a law giving special privileges to border communities (The law of the 

RA on the tax exemption of activities carried in border communities 2014a). The main purpose of the law 

is to promote the economic development of these communities. As part of the law, 58 communities 

were selected from the Tavush region including the city of Berd, Noyemberyan, and the villages of 

Aygedzor, Berdavan, Dovegh, Varagavan, Tavush, Tsaghkavan and others. These communities are 

known for the cultivation of unmanufactured tobacco and peach as well as the production of gloves 

(The law of the RA on the tax exemption of activities carried in border communities 2014b, RA 

Government Decision 1998). 

 

The exemption applies to retailers and producers regardless of the point of sale of the final products, 

and activities carried out by the law on licensing fee (e.g. dental services, catering activity, car 

parking activity, hairdressing etc.). 

   

Individuals, sole traders, natural persons and organizations are exempted from turnover, income, 

VAT or profit taxes. Exceptions from this rule consist of products that are subject to excise tax (The 

law of the RA on the tax exemption of activities carried in border communities 2014b). 

 

Taxation of family business: Exceptions apply also when family members (parents, spouses, 

children, siblings) establish a family business. In this case, family members entitled to the family 

business are exempted from all types of taxes connected with that activity. Only residents of the RA 

are eligible to form such businesses. The turnover resulting from a family business should not 

exceed AMD 18 million during a taxable year. Individuals entitled to a family business have to pay 

only AMD 5000 for each person as income tax (The law of the RA on taxes 1997). 
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General trade overview and customs affairs of Armenia 
 

Armenia has a liberalized trade policy. Since 2003, Armenia has been a member of the World Trade 

Organization (WTO) (WTO 2015a). In the framework of its membership, Armenia imports 1.3% of 

agricultural products as well as 41.6% of non-agricultural products with a 0% customs duty (EDRC 

2014). This system allows Armenia to export more than 3300 commodities with a 0% rate and 

around 3900 commodities at a discounted rate. Armenia has a free trade agreement with most of the 

CIS countries as well as with Georgia. Furthermore, since 2005 Armenia uses the Generalized 

Scheme of Preferences (GSP). This allows it to enter the EU market with preferential conditions. In 

the frame of the GSP scheme, Armenia exports base metals (78%), textile (18%) and foodstuff 

(2%). Overall, the use of the GSP system in Armenia is high, about 90%. Since 2014, Armenia 

continues to use and benefit from the GSP+ system. Under this system Armenia trades with Canada, 

Japan, Norway, Switzerland, EU countries and the US (EC 2015).  

 

The main types of customs tariffs that are used in Armenia after its accession to the EEU are the 

following (WTO 2015b, Treaty on the Eurasian Economic Union 2014): 

 Ad valorem system - the customs duty is determined in proportion to the estimated value of 

goods or transactions 

 specific 

 mixed, which includes the two mentioned above 

 

Before its accession to the EEU, either a 0% or 10% rate was used on the imported goods in 

Armenia. For 752 commodities, Armenia has a transition period until 2020 (Standing Committee on 

Economic Affairs 2014). This implies that the customs rate for these commodities will remain the 

same in the first period as it was set by the RA Customs Code and will adjust gradually to the EEU 

common customs tariff. For 18 agricultural products, the customs duty will be greater than the EEU 

common customs rate. These products include apricots, certain grape varieties, plums, watermelons 

etc. In spite of its accession to the EEU, Armenia will keep import privileges in the frame of 

international agreements signed before 1 January 2015. This relates also to trade agreements with 

Georgia (MoE 2016a). 

 

If tariff rates in one of the member countries are compared to the EEU common tariffs then, for 

exporting those goods to other EEU member countries, the difference between the EEU common 

tariff rate and the rate of imported goods should be paid (Treaty on the Eurasian Economic Union 

2014). 

 

Common licensing and certification regulations are applied for goods imported from third countries. 

In order to make the trade and movement of goods easy and safe, EEU member countries have 

adopted common sanitary-epidemic, veterinary-sanitary and quarantine-phytosanitary measures 

(Decision 317 2010, Treaty on the Eurasian Economic Union 2014).  

 

In order to export goods from Armenia to EEU countries, it is necessary to have a certificate stating 

the country of origin of the product. The country of origin of the product is the place where the 

product was produced or was processed for the last time in accordance with the criteria stated by the 

law (Decision 1779-N 2004, Guidelines 2013). For the export of agricultural products (including to 

EEU countries), it is necessary to also have a phytosanitary certificate. The certificate is given by 

the state service for food safety under the Ministry of Agriculture.  For the export of animal 

products, a veterinary certificate is needed. Both certificates are given free of charge (Guidelines 

2014). 
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For exporting goods, the following certification fees apply (Decision 1772-N 2011, Guidelines 

2014, Guidelines 2013)8: 

 

 AMD 30,000 for goods requiring expert examination that are exported for the first time  

 AMD 10,000 for goods that do not require any expert examination (i.e. that are wholly 

produced in Armenia)  

 AMD 2,000 for agricultural products under HS/FEACC 07 (vegetables and certain roots and 

tubers), HS/FEACC 08 (edible fruit and nuts; peels of citrus fruit or melons) as well as 

HS/FEACC 10 (cereals) less than 2.5 tons that do not require expert examination and for 

more than 2.5 tons – AMD 10,000 

 AMD 10,000 for commodities mentioned above but more than 2.5 tons 

 AMD 20,000 for only giving an inspection act of the country of origin.  

 

There are three types of certificates depending on the country of origin and the results of expert 

examination (Decision 1772-N 2011, Guidelines 2014). The certification of the country of origin is 

granted without expert examination if the good is produced in Armenia (Decision 1772-N 2011, 

Guidelines 2014, The law of the RA on customs regulations 2014).  

 

Figure 3 illustrates the import of goods to Armenia from group partner countries. It is obvious that 

the EU and EEU have almost equal importance in trade for Armenia. It is also obvious that trade 

has been stable for the past three years, accounting for about 26% each of total imports during the 

past three years. The tariff rate for exports from Armenia for all commodities is 0%. Russia is one 

of the largest and most important trade partners for Armenia. In 2014, almost 25% of total imports 

were from Russia. Within the EEU countries in 2014, almost 97% of imports were from Russia. 

Russia is also one of the largest export markets for Armenian goods. In 2014, exports to EEU 

countries comprised 22% of total exports. 97% of these exports were to Russia.  

 
Figure 3. Import of commodities per group of countries in 2012-2014 

 

Source: State Revenue Committee (2015) 

Figure 4 represents the import of goods from EEU and EU countries before and after Armenia officially 

entered the Customs Union. Import from EEU countries decreased by more than 15.4% in 2015 while from 

EU countries the reduction was 28.6%. 

 

                                                           
8 All prices include VAT 
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Figure 4. Import of goods from EEU and EU countries in 2014-2015 

 

Source: Derived from NSS (2016) and State Revenue Committee (2015) 

In the case of exports of goods there is a slight increase in exports to EU countries in 2015. Exports to EEU 

countries decreased by 27.2%. In contrast, trade with EU countries increased by 1.4% during the same 

period. 

 

Figure 5. Export of goods to EEU and EU countries in 2014-2015 

 

Source: Derived from NSS (2016) and State Revenue Committee (2015) 

As stated earlier, Russia has an important role in trade with Armenia. This implies that economic processes 

in Russia will have an impact on Armenia too. In 2015, the devaluation of the Russian ruble continued 

(CBoR 2015). Because of this, prices of goods in Russia went up and the purchasing power declined. As a 

result, the prices of exported goods from Armenia to Russia increased and they lost competitiveness in the 

Russian market. Consequently, exports to Russia (which is Armenia’s main trade partner as compared to 

other EEU countries) decreased. On the contrary, the slight increase in export to EU countries might be due 

to the fact that in spite of Armenia’s accession to the EEU, Armenia continues to use the GSP trade system 

and export goods to the EU and other countries with a lower customs duty or 0%. 

 

Figure 6 represents the structure of GDP in Armenia in 2012-2014. The largest share of GDP is Services 

comprising 30-32.3% respectively. The 2nd and 3rd place feature industry and agriculture. The share of the 

trade was the smallest in 2012, but then increased over time comprising 13% and 12%.  
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Figure 6. The structure of GDP in Armenia in percentage (2012-2014). 

 

Source: MoE (2016b) 

Figure 7 illustrates the share of selected sectors (except tourism) in the total exports of commodities. In 2012 

and 2013, the share of these goods in total exports is 5% and 6%. However, in 2013, the share increased up 

to 9% which is mainly due to an increase of more than 1.7 times in the export of tobacco compared to 2013.  

 

Figure 7. The share of three selected sectors in total exports of commodities in 2012-2014. 

 

Source: State Revenue Committee (2015). 

Figure 8 shows the export of commodities of the identified sectors in 2014 and 2015. The export of 

gloves and cigarettes increased about 9.9 and 1.5 times compared to 2014. On the contrary, the 

export of fruits decreased by 37.4% in 2015. 

 

17% 17% 17%

19% 19% 19%

12% 11% 9%

3%
13% 12%

30%

31% 32%

12%

12% 12%

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

2012 2013 2014

Industry Agriculture Construction Trade Services Net of taxes

5%

6%

9% 2012

2013

2014



 27 

Figure 8. Total export of selected commodities in 2014 and 2015 (in USD thousands). 

 

Source: State Revenue Committee (2015), NSS (2016). 

 

Georgia has an important role in trade with Armenia. Figures 9 shows the main import/export data in 2012-

2014 and its share in total import and export respectively. Imports from Georgia have increased over time. In 

2014, exports to Georgia were less than in 2013. In 2015, exports to Georgia increased by more than 47%. 

 

 

Figure 9. Trade with Georgia in 2012-2014 

 

Source: State Revenue Committee (2015) 

It is obvious that trade with Georgia has been stable over time, comprising 1.2-1.6% of total imports and 5.2-

5.8% of total exports. Furthermore, the balance of trade has been positive during this period. 
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Figure 10. Total share in imports and exports in 2012-2014 

 

Source State Revenue Committee (2015) 
 

Analysis of selected sectors 
 

Production of fruits  
 

Thanks to favorable weather conditions and mild winters, horticulture is one of the economic 

drivers of the Tavush region (The Chamber of Commerce and Industry of Gegharkunik region 2014a, 

The Chamber of Commerce and Industry of Gegharkunik region 2014b). The northern parts of the 

region mainly cultivate peaches, nectarines and apples. In the villages of Zorakan and Haghtanak, 

almost 90% of the residents are involved in the cultivation of plants. Almost half of the yield is 

peach, which is traditional for these districts. However, because of difficulties in selling them, the 

cultivation of peaches has decreased in recent years (The Chamber of Commerce and Industry of 

Gegharkunik region 2014a). In the villages of Bagratashen, Deghzavan, Debedetavan and Ptghavan, 

the cultivation of nectarine has started to increase. Furthermore, fruit dryers have been established 

in recent years for the processing of the yield of these communities, three of which use solar energy 

(The Chamber of Commerce and Industry of Gegharkunik region 2014b). However, in recent years 

peach production and cultivation has decreased (Karapetyan et al 2010). 

 

Contrary to the northern districts, the eastern parts are specialized mainly in viniculture. 

Furthermore, there is a branch of Pernod Ricard9 in Berd where some varieties of grapes are stored 

(Dadoyan and Grigoryan 2013).  

 

In spite of the existing potential and mild climate, the arable lands and yields are smaller compared 

to other  regions of Armenia and Tavush is in the 5th place for both indicators. As illustrated in 

figure 11, the share of arable lands among orchards and vineyards is between 7.8 and 7.9% of the 

total arable land of the RA. For grapes, the share is 6.3-6.5%. However it is worth mentioning that 

the productivity of the land is among the highest in Armenia and was in 3rd place during the same 

period (NSS 2013, NSS 2014a and NSS 2015a).  

 

                                                           
9 Pernod Ricard is the owner of the world-renowned Armenian Ararat Brandy Company 
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Figure 11. Share of arable land in the Tavush region for grape and in total arable land of Armenia 

 

Source: NSS (2013), NSS (2014a) and NSS (2015a)  

Figure 12. The share of yield of the Tavush region in the total yield of the RA in 2012-2014 

 

Source NSS (2013), NSS (2014a) and NSS (2015a) 

Since the arable land is less, so is the harvest. Figure 12 shows the yield in the Tavush region 

compared to the whole of Armenia. Both in the case of fruit and grape, the harvest is smaller 

compared to the Ararat and Armavir regions. The produce is mainly consumed within the region 

and in Armenia. For peach and persimmon, Georgian and Russian markets can also be considered 

(AM Consulting 2011). 

 

Fruits are among the 10 most exported commodities to the EEU countries. In 2012-2014, the 

exported fruits under this classification made up almost 1-2% of total exports. From EEU countries, 

the main market for these products was Russia, which imported more than 95% (in 2014, 100%) of 

the fruits exported to EEU countries. However, exports to Georgia also have a considerable share in 

Armenia’s total exports of the products mentioned above as well as within the scope of general 

exports. Figure 13 illustrates export statistics to Georgia. The share of fruits exported to Georgia 

made up 3%, 13% and 8% of the total fruit exports (under HS 0806, 0809, 0810) respectively and 

almost 1-2% of total exports.  
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Figure 13. Export statistics of products under 0806, 0809 and 0810 in 2012-2014 

 

Source: Derived from State Revenue Committee (2015) 

Table 8 provides information on common import tariffs for commodities under the classification 

mentioned above.  
 

Interestingly, one of the interviewees, a large-scale fruit producer, indicated in his interview that 

they export mostly to Russia and EEU countries and do not have plans to export to Georgia, since 

he was sure that the Georgian government has a policy to limit the import of certain fruits from 

Armenia (he cited peach as an example) in case there is a locally produced equivalent that needs to 

be sold. The Georgian market opens for import only after the locally-produced peaches are sold. 

This information should be verified, since no other interviewee reported such challenges. 

 
Table 7. Common EEU tariffs for products under HS/FEACC 0806, 0809, 0810 

Product Code Product label Tariff 

0806 Fresh or dried grapes 5% 

0809 Fresh apricots, cherries, peaches, plums & sloes 5% 

0810 20 Raspberry & other 5% 

0810 30 & 

0810 4010 

Black, white or red currants and gooseberries (other than kiwi 

fruit), Cranberries, blueberries and other fruits of the genus 

Vaccinium: Blueberries 

10% 

Source: ETT (2015) 

The only exception is 0809 30 which has a 0% rate. However, some products tariffs in Armenia are 

different and will be adjusted after a couple of years. Table 9 shows the list of products that have 

tariffs different from the EEU common tariffs.  

 
Table 8. List of products with tariffs different from EEU common tariffs and the adjustment timeframe 

Product Code Product label 2015-2017 2018 2019 

0806 Fresh and dried grapes 10% 7.5% 5% 

0809 
Fresh apricots, cherries, peaches, plums & 

sloes 
10% 7.5% 

5% or 

0% 

Source: ETT (2015) and Appendix 4 (2015) 

                                                           
10 There are some exceptions with respect to kiwi and some other fruits which have 0% or 5% import rate. However, 

they are not mentioned above. 
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Starting from 2010, a new trend for the collection of wild fruits, spices and herbs became common 

in the Tavush region. Up to four fruit processing units (i.e. Eco Garden Manufacturing Cooperative 

LLC, Lchkadzor LLC, Arthur and Edita LLC, Ijevan Wine-Brandy factory) became actively 

involved in the collection of wild fruits, spices and herbs. According to the processors, they 

procured these wild varieties at fair prices as they had high demand in local and export markets. The 

main problem was a lack of workforce - only the extremely poor were involved in collection of wild 

plant life.  

 
Table 9. 

 Development constraints  Proposed solutions, recommendations 

1 Gap in infrastructure of vineyards: old, 

unproductive and small-scale vineyards are in 

use, insufficient number of anti-hail stations. 

 Although the establishment of new vineyards 

is very expensive, new types of grapes 

should be grown by local farmers to fulfil 

international demand. The Georgian 

experience in this regard is notable, that is 

why agro-tours and study visits to Georgian 

vineyards and wineries are highly 

recommended. 

2 Gap in availability of low cost input supply 

in local market 

 According to Armenian farmers, some inputs 

(mainly pesticides) have comparatively 

lower prices in Georgia, so the creation of a 

long-term and stable business relationship 

with Georgian input suppliers and Armenian 

farmers will bring benefits to both sides. 

3 Gap in irrigation infrastructure and very 

expensive fees.  

 Reservoir renovations and new reservoir 

construction. Change terms and conditions of 

fees for irrigation (i.e. start irrigation fee 

collection after harvesting, when farmers 

have sufficient cash for such payments) 

4 Gap in availability and affordability of 

financial resources: Governmentally 

subsidized agricultural loans are a good 

initiative for the development of this field, 

but for the farmers who want to set up new 

vineyards the loan period is too small, at least 

3 years is needed for farmers to harvest their 

new grape varieties.  

 Provide subsidized loans for grape producers 

for a period from 3 to 5 years. Another 

option can be finding investments from 

Georgia to have high quality grapes to be 

processed in Georgia. 

 

5 Gap in procurement volumes and prices: 

During 2015, processors limited their 

procurement volumes, due to the devaluation 

of the ruble in Russia, which was their only 

export destination. 

 Find alternative markets (i.e. EU) by 

conducting export market studies and 

supporting processors to export their product. 

Government and donor organization 

interventions and export promotion activities 

are highly recommended. 

 

The main constraints/problems faced by the interviewed horticulture and viniculture farmers do not 

differ much, which is why the same recommendations also apply for farmers in horticulture. In 

contrast to farmers engaged in viniculture, marketing constraints are considerably higher in 

horticulture. For example, farmers who have a comparatively bigger peach orchard with an average 

annual yield face difficulties while selling their harvest. The most common feedback from farmers 

feedback was the need for establishing new processing units, which will accept unlimited quantities 

of their harvest.  

 

More than one of the farmers stated: “The best model for agricultural development is the one 

implemented by Masis Tobacco LLC; they accept unlimited quantities of tobacco with sufficiently 

high prices. All Armenian processors should follow their example.”  



 32 

Fruit value chain diagnostics 
 

Fruits (under HS 0806, 0809, 0810) 
 

 Functions       Actors       Supporting Activities 

  

Farmers 

 (~7,000) 

Fruit and wine 

processors (>25), (7549 

tons of grape, 529.3 tons 

of fruit) 

Wholesalers (mainly 

representatives of 

Spayka LLC) 

 

Official retailers Informal retailers  

Domestic 

market 
Export market 

Planting, producing, 

packing, labeling, 

retailing, exporting  

Storing, packing and, 

exporting 

Retailing 

Input suppliers 

Tavush Marzpetaran 

RA Ministry of 

Agriculture,  

Banks and other 

financial institutions 

 

NGOs and 

International 

development agencies 

Regulatory and 

Certifying agencies 

Retailing 
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Cigarettes and tobacco  

  

The importance of the Tavush region in tobacco production goes back to Soviet times. The share 

of the Tavush region in total tobacco cultivation in Armenia was 33% till 1990 (NSS 2003). 

Shamshadin and Ijevan districts were the centers for the production of raw tobacco, with outputs 

of 2500-2700 and 1800-2000 tons respectively per annum (NSS 2003). Having favorable weather 

conditions and most necessary traditions, the region is a leader in tobacco cultivation (NSS 

2015a, Karapetyan 2009, AM Consulting 2011). As stated in table 11, the Tavush region has 

most of the arable land and yield of tobacco as compared to other regions of Armenia. 

 
Table 10. The area of arable land and the annual yield in 2012-2014. 

                      Arable land (in hectares) 

 2012 2013 2014 

Armenia 667 548 510 

Tavush 419 334 302 

                       Annual yield (in centners11) 

Armenia 18170 16784 12528 

Tavush 9525 9603 5745 
Source: NSS (2013), NSS (2014a) and NSS (2015a) 

 

Figure 14 illustrates the share of the Tavush region in the total arable lands of tobacco and the 

harvest in 2012-2014. The share of arable lands of tobacco in Tavush is 59% and more. In terms 

of the yield, the Tavush region is once again leading in Armenia. As the figure shows, in general 

more than 46% of the harvest is collected there (NSS 2013, NSS 2014a and NSS 2015a).   

  
Figure 14. The share of Tavush region in total arable lands and yield in Armenia 2012-2014 

 

Source: NSS (2013), NSS (2014a) and NSS (2015a) 

International Masis Tabak (IMT), which is one of the leading tobacco manufacturers in Armenia, 

cultivates and purchases different varieties of tobacco in the districts of Ijevan, Noyemberyan and 

Berd. Furthermore, IMT has tobacco-drying rooms in the Berd region, which is considered to be 

the center for tobacco cultivation as well as in the villages of Azatamut, Hagtanak, Baghanis, 

Varagavan and Tavush.  

Since the cultivation of tobacco has been a traditional sector in Tavush for a long time, the 

villagers in this region have the necessary skills and expertise (Karapetyan 2009, AM Consulting 

2011).  

 

                                                           
11 1 centner is equal to 100 kg 
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As stated by interviewed tobacco farmers, the geographic and climatic conditions of Tavush 

enable local farmers to grow tobacco with high tar content, which is essential for cigarette 

producers. Presently, all tobacco farmers work closely with IMT during all stages of tobacco 

cultivation. The services provided to farmers by IMT are the following: 

 

 consulting for tobacco cultivation and related issues so as to get a high quality harvest 

 provision of seedlings, chemicals with low prices 

 financing farmers to cover labor and transportation expenses (farmers compensate the 

company with tobacco).  

 Guaranteed acceptance of raw tobacco by Masis Tobacco LLC 

 

The business activity of IMT is highly valued and creates prospects for future development in 

tobacco cultivation.  

 

Besides the cultivation of tobacco, Armenia has well-developed cigarette production and export. 

There are two cigarette producers in Armenia (Grand Holding and Cigaronne). Figure 15 

represents the export of cigarettes in 2012-2014 as a share of total exports. The share of cigarettes 

in total exports is 3%, 5% and 8% respectively and is increasing over time. While in 2012 the 

export was USD 41,848 million, in 2013 it increased to USD 68,044 million and USD 116,551 in 

2014. The main importing countries of these cigarettes are Iraq, Syria, and Georgia (State 

Revenue Committee 2015).  

 
Figure 15. The share of exports of cigarettes in total exports in Armenia (2012-2014). 

 

Source: State Revenue Committee (2015). 

Figure 16 demonstrates the share of exports of cigarettes to Georgia in total exports to Georgia. One can 

see that cigarette exports to Georgia comprise 3.7, 4.2% and 5.2% of total exports of commodities to 

Georgia.  
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Figure 16. The share of exports of cigarettes to Georgia in total exports to Georgia 

 

Source: State Revenue Committee (2015) and ITC (2015) 

 

Armenia’s export of cigarettes has gradually increased over time and, in 2014, the total exported cigarettes 

exceeded the total amount of cigarettes imported by Georgia (Figure 17). 

 

Figure 17. Armenia’s exports of cigarettes and Georgia’s Imports of cigarettes in USD thousands 

(2012-2014) 

 

Source: State Revenue Committee (2015) and ITC (2015) 

From January 2015, Armenia joined customs tariffs with EEU member countries for almost all 

commodities. In this framework, for importing commodities under 2401 (tobacco 

unmanufactured, tobacco refuse) the customs rate is 5% of the customs value. The only 

exceptions are commodities under 2401 20 850 1 (Virginia type tobacco) and 2401 20 850 9 

(other) of FEACN system. The tax rate for these two commodities is 4%. 

 

For commodities under HS 2402 (cigars, cheroots, cigarillos & cigarettes), the tax rate is 22.2% 

but no less than €2.22 per 1000 pieces (ETT 2015, Appendix 4 2015). The only exception from 

this rule are commodities under 2402 90 000 0 FEACC system (cigarettes containing tobacco – 

other) the rate of which is 22.5% but no less than €2.25 per 1000 pieces.  
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However for about 752 commodities, Armenia has a transition period until 2020 (Standing 

Committee on Economic Affairs 2014). This implies that the customs rate for these commodities 

will remain the same in the first period as set by the RA Customs Code and will adjust gradually 

to the EEU common customs tariff. As stated in table 12, for some commodities the tax rate will 

remain 0% until 2018. In 2019 the rate will increase to 2% and in 2020 it will be equal to the 

EEU common customs tariff rate.  

 
Table 11. EEU customs rate exemptions for the import of commodities under HS FEACC classification system 

Product code Product label 2015-2018 2019 2020 

2401 20 350 0 Bright air-cured tobacco 

 

0% 

 

2% 

5% 2401 20 950 0 --other 

2401 30 000 0 Tobacco refuse 

2401 20 850 1 Virginia type 
4% 

2401 20 850 9 --other 
Source: Appendix 4 (2015) 

In spite of well-developed tobacco cultivation and related economic advantages there are several 

constraints and issues according to surveyed experts and field VC actors, which are represented 

in the table below. 

 
Table 12. 

 Development constraints  Proposed solutions, recommendations 

1 Gap in sizes and structure of tobacco 

farms: small-scale production of tobacco, 

high fixed costs, low profitability 

 Promote enlargement of tobacco farms via 

intensification of the consolidation of small 

and scattered farms, support collaboration. 

2 Gap in irrigation infrastructure (especially 

in Berd region). During August, tobacco 

farmers face difficulties in watering their 

tobacco plants, which decreases their 

productivity up to 3 times. 

 Reservoir renovations and new reservoir 

construction will enable farmers to increase 

both the sizes of tobacco plants and 

productivity.  

3. Gap in availability and affordability of 

workforce and financial resources: 
although Masis Tobacco is financing tobacco 

farmers for their operations, producers still 

face difficulties in terms of workforce and 

their payments. The lack of workforce made 

local farmers resort to artificially high 

payments (up to 10,000 AMD per day) to 

local seasonal workers. 

 Tobacco cultivation field development will 

encourage seasonal workers working abroad 

(mainly to Russia) to stay in the country. The 

devaluation of the ruble is a “motivating” 

factor that might help keep such workers in 

Armenia. Another option can be the 

involvement of seasonal workers (especially 

located in Tsalka region, Kvemo Kartli) to 

the tobacco plants in Tavush region during 

July-August months.  

4. Gap in farmers’ knowledge and 

application of appropriate cultivation 

practices. 

 A crop rotation system returns various 

nutrients to the soil. Tobacco farmers do not 

use this system due to lack of arable lands. 

5. Gap in irrigation fees. The same tariffs are 

used for both tobacco lands and grape, though 

tobacco lands are less water-intensive. 

According to tobacco farmers, irrigation fees 

in Armenia are much more expensive than in 

neighboring countries. 

 Decrease irrigation fees for tobacco 

producers in order to stimulate tobacco 

production in the Tavush region 

6. Gap in insufficient quantity of anti-hail 

measures 

 Establish new anti–hail stations. 

7. Gap in information about feasibility of 

tobacco growing in Kvemo Kartli 

 Organizing agro-tours for Armenian tobacco 

experts/farmers to Georgia, in order to assess 

the prospects and possibility of tobacco 
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cultivation in the Kvemo Kartli region. In 

case of positive results, ensure regular 

consultation of Armenian tobacco experts 

with Georgian farmer for the further 

development of this field and establishment 

of permanent business relations between 

Armenian cigarette producers and Georgian 

farmers, if possible. 
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Tobacco value chain diagnostics 
 

 

Functions                           Actors      Supporting Activities 
 

 

 

 
Farmers 

 (~300) 

Masis Tobacco LLC 

Official retailers 

Domestic 

market 

Export market 

Planting, Growing 

 

Masis Tobacco LLC 

Input suppliers 

Masis Tobacco LLC 

extension services 

 

Tavush Marzpetaran, 

subsidized fuel 
fertilizers and fuel 

NGOs and 

International 

development agencies 

Regulatory and 

Certifying agencies 

Producing, packing, 

labeling, retailing, 

exporting 

Retailing, exporting 



 39 

Textile production (Gloves) 
 

Tavush Textile LLC, as a producer of gloves, was founded in 2015 in the Tavush region, in the 

village of Choratan and produces gloves mainly for export to Russia. Within the scope of this study, 

the production of gloves was chosen as a sector with potential for cross-border trade due to tax 

privileges in the Tavush region and the narrow specialization (since it produces only gloves that are 

used in construction, agriculture, mining) of the company give them the opportunity to be 

competitive in international markets.  

 

For the trade of gloves under HS 6116, there are no exceptions for Armenia after its accession to the 

EEU. Table 14 represents EEU common tariff rate for gloves under the HS or FEACC systems.  

 
Table 13. EEU common tariffs for import of gloves under FEACC or HS classification by six digits 

Product 

code 
Product label 

Unit of 

measurement 
Tariff  

6116 10 
Gloves, Mittens, Mitts Impregnated, Coated or Covered 

With Plastics or Rubber 

pair 

12% 

6116 91 
Gloves, Mittens, Mitts, of Wool or Fine Animal Hair, 

Knitted or Crocheted 
10% 

6116 92 Gloves, Mittens, Mitts, of Cotton, Knitted or Crocheted 13% 

6116 93 & 

6116 94 

Gloves, Mittens, Mitts, of Synthetic and other Fibres, 

Knitted or Crocheted 
14% 

Source: ETT (2015) and FT (2015) 

Total amount of gloves exported from Armenia in 2015 is $69.2 thousand, which is almost 10 times 

more compared to the previous year (NSS 2016, State Revenue Committee 2015).12  

 

The construction of Tavush Textile LLC was started in March 2015 and it began operations in the 

beginning of July 2015 in Choratan village. The founder is Suren Yeritsyan, an Armenian Russia-

based businessman who was born in the Tavush region. Currently, the company produces 

agricultural, construction, anti-freeze and anti-corrosion gloves. The total space of the factory is 

about 2000 sq. m. During interviews with the director of the factory and head of production, it was 

clear that they have long-term plans for the enlargement of their production capacity by constructing 

new units/factories in region, one of them is almost ready (in Artzvaberd village), while operational 

locations for the other 3 units (Berd, Paravakar and Chambarak) have been chosen. In the near 

future, all 5 factories together will have an annual productivity of 40 million pairs of gloves, which 

will create approximately 2000 workplaces since textile production is more labor intensive. Even 

now, besides their factory employees (about 80), they have home based workers in the village of 

Chinari. They provided their home-based workers with sewing machines in order to get gloves of 

higher quality than the conventional ones being produced in factory. The home-based products have 

a higher selling price. 

 

Presently, they do not face any problems with markets, as their products enjoy a high level of 

demand in Russia. According to the director of the factory, they have already conducted a market 

study in the EU (mainly in Germany and France) and discovered that they are producing gloves with 

lower costs and higher quality in Choratan village than their main competitors (mainly Chinese 

                                                           
12 The data on export vs. country for 2015 was not available but presumably the product is mainly imported to CIS 

countries. Further proof and statistics will be provided. 
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producers) who export their products to Europe. This low cost production is mainly associated with 

tax privileges for the Tavush border communities. On the other hand, they are working closely with 

the Ministry of Economy of Armenia as their business plans have strategic importance for the future 

development of the Tavush region. 

 
Table 14. 

 Development constraints  Proposed solutions, recommendations 

1 Gap in textile workforce knowledge and 

skills 

 Creation of local educational centers for future 

textile technologists and a professional 

training center for employees 

2 Gap in VAT taxing regulation. According to 

the Law “On tax exemptions for 

entrepreneurship 

in border village communities,” producers 

operating in border communities are exempted 

also from VAT, but for producers who are 

mainly importing raw materials and exporting 

their products (i.e. Tavush Textile) this has a 

negative impact, since this regulation results in 

these companies losing the opportunity for 

VAT refunding.  

 Design legislative changes to make VAT 

exception optional for the producers, by giving 

them the chance to refuse their VAT 

“privileges.” 

3 Gap in market information Georgia/EU. As 

with their current production capacities they are 

able to fulfill only Russian market demand, 

they do not conduct in-depth market studies in 

Georgia and the EU. According to the 

management representatives of Tavush Textile 

LLC, along with the enlargement of their 

current production capacities, they are looking 

for new trade partners abroad.  

 Business consultation and business tours in 

Georgia, in order to find out new trade 

partners. 

Though they have conducted an initial market 

study in EU (France, Germany), but they need 

to have a complete marketing plan with their 

trade partners. Project interventions in this 

area are highly recommended. 

The same recommendation is valid for smaller 

size sewing companies that have the capacity 

to produce cheap and high quality uniforms, 

including for factory workers of the industrial 

sector in Kvemo Kartli.  
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Gloves value chain diagnostics 
 

 

Functions                            Actors      Supporting Activities 
 

 

 

 

 

 

 

 

 

 

 

 

Input Suppliers 

>4 (Indonesia, India, 

Slovakia, Russia) 

“Tavush Textile” LLC 

>80 employees, with 

possibility of 

enlargement up to 2000 

Domestic 

market 

Export market 

Russia and 

Belarus, with 

high potential to 

Georgia and EU 

Input supplying RA Ministry of 

Economy 

 

Tavush Marzpetaran 

 

Georgian and 

Armenian logistic 

services 

Regulatory and 

Certifying agencies 

Producing, packing, 

labeling 

Retailing, exporting 

Home based sewers 

>30 employees 
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Community based tourism development in Tavush 
 

Today, tourism is regarded as one of the main areas of growth in the Armenian economy and is a driving 

force for the overall development of the country. The aim of the tourism sector in Armenia is (Tourism 

Support Services schedule 2013, The law of the Republic of Armenia on Tourism and Tourist 

Activities 2003, Appendix 1 2015, NCFA 2011): 

 

 to promote the development of social-cultural centers and regions of the RA, 

 to create necessary conditions for visitors, 

 to improve infrastructure and foster cooperation with international organizations, 

 to continue participation in international conferences and exhibitions,  

 to increase the share of the tourism industry in the national economy,  

 to promote the development of community-based tourism. 

 

The main public body responsible for tourism development is the Department of Tourism of the Ministry 

of Economy. It implements tourism development plans and projects, and establishes qualification 

procedures for hotels. Tourism related regulations include the law on tourism, the concept of tourism 

development as well as specific regulations related to standards and qualifications of hotel facilities, 

guesthouses, tour agencies, the hotel classification system and so forth (NCFA 2011). Overall, there are 

not many laws and regulations in this sector. 

 

During the last years, Armenia has seen a significant growth in its tourism sector due to a more focused 

government policy towards tourism development and private sector initiatives (ACG 2014, USAID 

CAPS 2007, NCFA 2011). Armenia is rich with historical-cultural, natural and religious heritage and has 

much to offer for the development of tourism (ADA 2008). Figure 19 represents the number of tourists 

that visited Armenia in 2010-2014 and the percentage change compared to the previous year. One can see 

that the number of visitors to Armenia is gradually increasing and, in 2014, more than 1.2 million tourists 

visited Armenia which is 26% more compared to 2013.  

  
Figure 18. The number of tourists that visited Armenia 2010-2014 

 

Source: MoE (2015) and NSS (2015b) 

683.9
757.9

843

957

1,204

0%

11% 11%

14%

26%

0%

5%

10%

15%

20%

25%

30%

0

200

400

600

800

1,000

1,200

1,400

2010 2011 2012 2013 2014

the Number of tourists dynamics compared to previous year



 43 

As stated in figure 19, the majority of tourists visiting Armenia come from Russia, USA, France, UK, 

Iran, Italy, Germany, Georgia, Ukraine, and Canada. The number of tourists visiting Armenia from 

Georgia is almost steady during this period comprising 1.28-3.1% of total arrivals.  

 
Figure 19. International tourist arrivals to Armenia in 2012-2014 

 

Source: NSS (2014b) and NSS (2015b) 

In order to promote tourism development and make Armenia an attractive tourist destination, tourism 

development in Armenia has been concentrated along 5 distinct corridors - Central, Northeastern, 

Northwestern, Sevan and Southern. The Northeastern corridor includes the cities of Vanadzor, 

Stepanavan, Alaverdi, Dilijan and Ijevan. The criteria for grouping and selecting the corridors were based 

on the potential of inflow of tourists, attractiveness of the investment and planning of strategic land use 

and infrastructure. 

 

As noted by the NCFA (2011), despite the fact that tour operators and accommodation providers promote 

tourism development, the main supply side of the tourism is the destination with its attractions 

(environment, natural attractions, i.e. festivals and events, ethnic culture, traditions and lifestyle etc.). 

Being part of the Northeastern corridor, the Tavush region, particularly the cities of Dilijan, Ijevan, 

Noyemberyan, Berd and surrounding communities have a lot to offer tourists. The region is green and 

rich with large areas of forests and fresh air. About 40% of the region is covered with forests which make 

the air fresh and the region rich in flora and fauna (Decision 383 2012, NSS 2015c). The mild climate, 

mountainous fresh air and mineral water springs are extremely favorable for leisure, resort visits and 

tourism development (NSS 2015c, Simpson 2003). The regional center of Ijevan and the surrounding 

communities have many historical-cultural sites and recreational facilities. One of the two national parks 
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of Armenia, Dilijan National Park is situated in the Tavush region. The National Park alone hosts about 

257 immobile cultural and historical monuments (archeological sites, ancient churches, monastery 

complexes, cross stones etc.) (ADA 2008). The city of Dilijan has been a major resort and tourism 

destination since the Soviet Union (Shahnazaryan et al., 2014). With the opening of the UWC 

international school in 2013, the importance of Dilijan in terms of tourism rapidly increased. Within the 

scope of the establishment of UWC, the IDeA foundation has already designed a project for sustainable 

ecotourism development by transforming Dilijan into a major cultural, economic, educational and resort 

city. The project is worth more than $250 million (CivilNet 2015). 

 

Despite the increasing role of tourism in socio-economic development, it is difficult to assess the exact 

impact of tourism on the development of local communities. In this framework, community-based 

tourism (CBT) leads to economic, environmental and socio-cultural benefits: it allows local communities 

to use their resources, encourages local employment (especially for young people and women) and 

fosters capacity building, preservation of nature and culture as well as improvement of infrastructure. As 

stated by various authors, CBT is a form of tourism where the “main tourism products are developed and 

consumed” in the community, which actively participates and has control over the development and 

management of tourism. Overall, CBT is managed and owned by the local community. (Lalayan 2014, 

Asker et al. 2010). Furthermore, it also increases local income, creates business opportunities and 

stimulates the local economy through a multiplier effect and so forth (Galyan 2011, Lalayan 2014). 

Hence, most of the benefits remain within the local community (Lalayan 2014, et al. 2010). This implies 

that, in the case of CBT, the participation of local communities is important for delivering maximum 

benefits (Stephen et al. 2009, Mason 2008, Mowforth and Munt 2009). CBT includes hosting tourists in a 

local community and managing the tourism plan (Asker et. al 2010). As stated by NCFA (2011) 

“Tourism […] is associated with an overnight stay” (p.64). One of the main ways that the local 

community in Tavush region can benefit from CBT is the provision of homestays or bed and breakfasts 

(B&Bs). Generally, B&Bs include not only a homestay, but also food (breakfast, lunch, dinner), and the 

service of a guide or taxi. Given the fact that B&Bs are owned by local communities and local residents 

provide most of the services, the benefits remain in the local community.  

 

According to RA law, B&Bs or guesthouses have 3 classes of qualification and need to have all the 

necessary conditions for accepting guests (e.g. wardrobe, desk or table, mirror, 24-hour electric supply 

etc.)13 (Decision 946 2004). For provision of services, B&Bs need to pay a licensing fee. Table 15 

represents the amount of licensing fees for guesthouses in a quarter. The amount of the fee depends on 

the number of rooms in the guesthouse (The law of the Republic of Armenia on licensing fees 2010). 

 
Table 15. Quarterly licensing fees per room for guesthouses in the regions of Armenia in AMD thousands 

Name of activity Yerevan 
Regional 

centers 

Other 

cities 

Remote and 

borderline 

Other 

places 

Service provision by a guesthouse 15,000 10,000 10,000 5,000 5,000 
Source: The law of the Republic of Armenia on licensing fees (2010) 

The development of guesthouses is heterogeneous in Tavush. While there are more than 50 well 

developed B&Bs in Dilijan, the number of B&Bs is considerably less, ranging from 4 to 8 in the Ijevan, 

Noyemberyan and Berd districts. Furthermore, guesthouses in Dilijan are of the highest quality 

throughout Armenia (Karapetyan 2009). As noted by respondents, the role of B&Bs as well as CBT has 

further increased because of the establishment of the UWC international school, which has made Dilijan 

a unique tourism destination compared to other parts of the Tavush region. The municipal authorities 

                                                           
13 According to the RA law, B&Bs are the same as guesthouses 
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have started to pay more attention to the city, regular transportation has appeared throughout the city, an 

information desk has opened, a map of destinations and accommodations has been published and so 

forth. The latter has an important role in making the destination more attractive. In recent years, internet 

marketing has promoted the development of B&Bs, i.e. most of the guesthouses are registered in online 

travel websites (mainly Booking.com and TripAdvisor), which have facilitated an increase in the number 

of visitors. Most of the interviewees had hosted visitors who came from Georgia. The interviewees from 

Dilijan stated that, in about 40% of cases, visitors had arranged joint tours to Armenia and Georgia. 

B&Bs provide overnight stays and breakfast. For an additional cost (ranging between AMD 5,000-7,000, 

depending on the guesthouse) they also provide also lunch and dinner.  

 

All the interviewees confirmed that the majority of tourists come from EU countries, especially France, 

Germany, Netherlands and etc. Israel is another major source country from which tourists visit. However, 

there are also visitors from the EEU and Asian countries. For the promotion of B&Bs, the Armenian 

B&B Association has an important role, and was established in 2013. As stated by one guesthouse owner 

in Ijevan (guesthouse Anahit), with the help of tourism department and the Association, some B&Bs 

participated in a project in the Rhône-Alpes province of France which included exchange of experience, 

training of B&Bs etc. In addition, a guidebook was published by the famous writer Patrick Kaplanian, 

including Georgia and Armenia as a tourism destination. Thanks to the published book, the guesthouse 

Anahit had more than 10 visitors. Some of the guesthouse owners (e.g. Artziv) have collaborated also 

with tour agencies (e.g. Armenia Tour). As stated by Mekhak Apresyan, Head of Tourism Development 

Policy Department of the Ministry of Economy of Armenia, the cooperation between guesthouses and 

tour agencies has increased in recent years and is continuous.  
 

When asked the question “What is particularly attractive for tourists?” all the interviewees stated that the 

lifestyle, culture, food, fresh air and natural and cultural monuments are the main driving force for CBT. 

Indeed, most of the tourists like to visit Tavush and stay mainly at B&Bs so as to see the everyday life in 

the community and to taste homemade food. Moreover, since Tavush is rich with forests and cultural 

monuments, tourists also visit these places by either hiking or taking off road tours. 

 

All the interviewees i.e. B&B owners, head of the tourism department and the director of the association 

agreed that tourism has a huge impact on the economic and environmental development of the Tavush 

region. To the question “How important is tourism for the community and what advantages and 

disadvantages does it have from the viewpoint of the community and the region as a whole?” all the 

respondents replied that CBT development can facilitate employment, increase the preservation of 

historical-cultural resources, promote infrastructure development, change the mentality of local residents 

etc. According to Mekhak Apresyan, besides the advantages of the B&Bs mentioned above, the 

development of other types of tourism (e.g. agro-tourism) is also a possibility. According to him, the 

department/government also pays close attention to CBT development by organizing and participating in 

different festivals and exhibitions, training programs, providing cheap loans (e.g. the National Center for 

SME Development provides loans for local economic development), business plan consultations etc. 

Overall, this was confirmed also by most of the interviewees. 

 

Beside the provision of bed and food, in many cases B&B owners also provide guide and transportation 

services for tourists. For some families, tourism is the main source of income. The average monthly 

revenue ranges between AMD 400,000–600,000. In Dilijan, most of the guesthouses have been 

registered as turnover taxpayers for more than 10 years. However, after the adoption of the law on family 

business they tended to register as a family business so as not pay any taxes.14 The high season for B&Bs 

                                                           
14 The law and regulations are represented in detail in Chapter 1 
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is between May and September. In winter, the visitors are mainly from the different regions of Armenia 

(especially from Yerevan). All the respondents agreed that foreign tourists bring many benefits to the 

community.  

 

On the question “…what steps should be taken to develop tourism between the Tavush and Kvemo Kartli 

regions?” all the respondents, including guesthouse owners, associations and the public sector 

representatives/the tourism department stated that different festivals should be organized in different 

parts of the regions, representing the natural and social-cultural heritage of each community. For 

example, the owner of guesthouse Anahit mentioned that, with the cooperation of the Ijevan branch of 

the SME Development Center, the Women’s Development Resource Center, an organization called Vinet 

and an OSCE representative, an exhibition was organized in Ijevan in autumn 2015, the purpose of which 

was to assess the potential of the city and the region as a whole. The short term result of the exhibition 

was to start an English language training program in Ijevan, since the main communication with tourists 

is in English. The long term result was to develop carpet weaving, since the region was famous for carpet 

weaving in the past. However there are not enough financial resources and sponsors are needed. The 

head of the tourism department also confirmed the importance of different exhibitions and festivals. He 

gave the example of Areni village, where an annual wine festival takes place on 3 October. The festival 

started in 2009. Now it is part of the tours organized to the southern part of Armenia by most tour 

agencies and attracts more than 20,000 visitors. 

 

In spite of the advantages of CBT and the potential of Tavush as a tourism destination, there are 

important issues and obstacles towards the development of CBT and B&Bs. First, the infrastructure is not 

well developed in the Tavush region (the only exception can be Dilijan, where the infrastructure has 

improved in recent years). B&B owners in Ijevan (particularly owner of the guesthouse Anahit were 

complaining that there were no traffic signs, street names, or public toilets. Furthermore, few of the 

cultural sights have proper roads, which makes it difficult to visit these places. Third, despite the fact that 

the number of joint tours has increased recently, there is almost no cooperation with the Georgian side to 

develop CBT. Fourth, local authorities are also passive in terms of cooperation and the promotion of 

tourism development. Fifth, there is not enough awareness on behalf of B&Bs about different initiatives. 

For example, none of the interviewees mentioned that the National Center for SME Development helps 

to get loans for business start-ups which also include B&Bs. None of the respondent guesthouse owners 

were aware about different festivals that are taking place. Although most of the respondents were 

complaining that no festivals (including joint festivals with Georgia) are organized in Tavush that can 

promote CBT development, a festival of cultural renaissance takes place in Dilijan in August every year. 

Finally there is no transport directly from the Tavush region (i.e. from Dilijan) to Georgia. The latter is 

important since, in many cases, visitors had joint tours and wanted to go to Georgia from Dilijan, but 

they had no transport options. While the road infrastructure in Dilijan is in good condition, in the Ijevan 

and Berd areas the roads require repairs. Another important issue is commercialization among B&Bs. As 

stated by the head of the tourism department and the director of the Association, there is a tendency 

among guesthouses to revert to commercial business instead of remaining as hospitable and traditional 

B&Bs. 
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Table 16. Recommendations and the main rationale behind them 

 
 

Recommendations Rationale 

1. Organize joint 

festivals: one in Kvemo 

Kartli and one in the 

Tavush region 

Festivals should represent the economic potential of the region (i.e. agricultural 

and industrial products, historical-cultural heritage etc.). For example, in the 

past the Tavush region was famous for the production of preserved food, 

cultivation of agricultural products and production of stone. The festival will 

attract local and foreign visitors, journalists, tour operators, state authorities. 

This will promote CBT development, open new markets for local products and 

reveal the overall economic potential, natural-cultural heritage and attract 

investment. The festival can be organized for example in the regional centers or 

other places, where there is a need to promote tourism or economic 

development. In terms of the Tavush region, this can be the regional center 

Ijevan, or Berd (Dilijan is already well known compared to the other areas and 

CBT is well developed there). 

2. Strengthen the 

cooperation between 

Armenian and Georgian 

tour agencies and B&B 

owners, between the 

state authorities of two 

countries as well as 

between the Armenian 

B&B association and 

similar Georgian 

associations that 

promote CBT 

development. 

Cooperation between tour agencies and guesthouse owners will attract more 

visitors and promote CBT development. This will increase the awareness 

regarding the guesthouses worldwide and among foreign tour agencies through 

online marketing since, in most cases, local tour agencies cooperate with 

foreign ones when organizing tours. The cooperation may also result in the 

organization of joint tours from foreign countries to Georgia and Armenia with 

the involvement of guesthouses. A partnership between the Armenian B&B 

association and similar associations in Georgia will create connections between 

guesthouses in the two countries and will give the opportunity to share 

experiences. Furthermore, B&B owners of both countries will have the chance 

to participate in training programs as in the case of the cooperation with  
Rhône-Alpes region. Joint exhibitions and festivals will facilitate the creation of 

bilateral relations between Georgian and Armenian counterparts. 

3. Organize joint 

seminars on the topic of 

CBT development. 

Joint seminars will help to exchange experience in CBT, especially among 

B&Bs both in the Kvemo Kartli and Tavush regions. This will help to create a 

link between the two regions, discover and resolve challenges that hinder CBT 

development. In some cases B&B owners had quite advanced knowledge and 

skills in hosting guests, and therefore could be engaged in experience sharing 

activities. 

In other cases, additional efforts are required to advance the skills among B&B 

owners and other players in marketing, utilization of online tools, and 

expanding on suggested services could improve the business and bring 

additional income.  
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Tourism value chain diagnostics 
 
 

        Functions                            Actors      Supporting Activitie 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Visitors/tourists 

>10 (Russia, USA, 

France, UK, Iran, Italy, 

Germany, Georgia, 

Ukraine, Canada) 

Tour selection, 

organization of Travel, 

Transportation 

 

Department of 

Tourism 

 

Local authorities in 

the Tavush region 

 

NGOs  

(e.g. Armenian B&B 

association) 

Accommodation, 

foodservice, guide, inside 

transportation and shopping 

 

Excursions, local bazars, 

souvenir shops, public 

food points, nature and 

heritage monastery tours, 

transport rentals 

conservation. 

B&B owners/Villagers 

 

>4 (Anahit, Artziv, Dilli 

Villa, Kamar) 

Online platform  

(booking.com, 

tripadvisor.com, 

expedia.com) 

Natural assets in 

tourist destination 

flora/fauna, historical 

sites 

Hotels/Resorts 

 

>10 (Haghartsin, Apaga 

resorts, Diligence, Tufenkyan 

Old Dilijan Complex, etc.) 

Online Booking 

Services/ 

Travel agencies/Tour 

operators 

 

Resting, shopping, 

entertaining (wild animal 

watching, horse riding, etc.) 

Providers of 

entertainment and 

shopping services 

 

Input (food, furniture, 

linen) suppliers 

 



Conclusions and recommendations  
 

General conclusions 
 

Willingness to cooperate across the border and expectations from such cooperation 
 

While initiating the baseline study, we had concerns that some of Armenian entrepreneurs would have 

reservations related to possible business cooperation with colleagues from the other side of the border, 

taking into account the ethnic composition of the Kvemo Kartli region. However, these assumptions did 

not materialize, and not a single interlocutor indicated unwillingness to cooperate. Moreover, the 

subject of ethnic composition came up a number of times, but never as a factor limiting the willingness 

or ability to establish business relations. In some cases, it was mentioned that there have been 

successful cases of cooperation with both ethnic Azeris and Georgians across the border, but this 

mostly referred to the Soviet period.  Interestingly, one of the interviewees, a large-scale fruit producer, 

stated that the importance of increasing/establishing such cooperation is not only economic, but also 

political. 

 

As for the expectations from cooperation, first and foremost, the representatives of all sectors were 

interested in opportunities to find new markets for their products. Another expectation that was 

frequently mentioned by our interlocutors, especially in the sector of fruit production and tourism, was 

experience sharing and peer-to-peer learning opportunities. Here however, it should be emphasized that 

some of interlocutors, especially ones in viniculture, expressed interest in learning opportunities from 

Georgian counterparts in general and did not take into account the limitation of the program to 

concentrate on Kvemo Kartli, which is not as advanced in grape production and wine making as some 

other regions of Georgia. 

 

Far less commonly mentioned expectations were (a) opportunities to expand their business operations 

in the territory of Georgia, (b) generating new investments or making new investments in Georgia with 

the aim of establishing joint business enterprises. 

 

Awareness about business opportunities across the border 
 

Despite this frequently observed willingness to cooperate, it is safe to state that most of our 

interlocutors lack information about the economic opportunities available across the border. With the 

exception of the International Masis Tabak factory and some fruit producers, all of our interlocutors 

had a poor understanding of the economic conditions and market opportunities existing in Kvemo 

Kartli. These views were mostly shaped based on memories from Soviet times, assumptions/stereotypes 

regarding the region, while evidence-based conclusions were not frequent. This lack of information as 

well as the inability to collect such information independently was one of the most frequently quoted 

constraints in starting business activities in Kvemo Kartli. Therefore, the provision of correct, sector-

specific information about all the main aspects (market demands and opportunities, main players, 

regulatory framework, costs and tariffs, etc.) should be a starting point of establishing cross-border 

economic cooperation.  

 

The information gaps in various sectors are different, and therefore a differentiated approach should be 

adopted to fill them. For example, in case of textile/glove production, the development of a specific 

marketing plan and product promotion meetings focused on Kvemo Kartli and the rest of Georgia 
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would add value to the program and potentially lead to long lasting cooperation. In case of the tobacco 

sector, in addition to improved marketing, an assessment is needed of the availability of a seasonal 

labor force to work on tobacco fields in Tavush region and potentially later in Kvemo Kartli. For a later 

component, a separate assessment might be needed to understand the quality of soil and crops in 

Kvemo Kartli, as well as the existence of labor skills required for tobacco production.  

 

Properly prepared and well-facilitated experience exchange and study visits at the early stage of 

program implementation would enable the polishing of ideas and avenues of possible cooperation as 

well as the elimination of the ones that are not feasible.  

 

Awareness of regulations, especially related to the EU and EEU 
 

Similar to the previous section, most interlocutors (with the exception of the largest producers) 

admitted that they do not have enough information on the regulatory framework existing in their sector, 

especially the changes that were made as a result of Armenia’s accession to the Eurasian Economic 

Union, let alone regulations existing in Georgia or the FTA/EU. It is clear that this gap should also be 

addressed by the program. However, here again a more efficient and productive option would be to 

have a differentiated approach for each sector and provide sector-specific information, despite the fact 

that some regulations are the same across the sectors. A joint session for all participants and separate 

workshops for each sector representatives might be an approach to solve this issue.  

 

Sector-specific recommendations 
 

In order to facilitate the design and implementation of the CED project, our baseline study has revealed 

a number of areas and action points to work on each of the selected sectors. All of these prescriptions 

are separately discussed in the sections dedicated to each of the sectors. However, to filter the sector-

specific recommendations that are relevant and feasible from the point of view of the CED project, a 

separate table was constructed below. 

 
Table 17. Sector-specific recommendations for CED  

 Sector Recommendations15 

Fruit production & processing Agro-tours and experience exchange with Georgian 

vineyards and wineries 

Creation of a long-term and stable business 

relationship with Georgian input suppliers (mainly 

pesticides) 

Export promotion activities to utilize market 

opportunities in Georgia and beyond (i.e. EU) 

Tobacco & cigarette production 

 

Involvement of seasonal workers (especially located 

in the Tsalka region, Kvemo Kartli) at the tobacco 

plants in the Tavush region during the months of July-

August when a human resource shortage has been 

reported. 

                                                           
15 In order not to make the content redundant, only brief versions of the recommendations are presented here. More detailed 

versions can be found in the sections dedicated to each sector.  
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Agro-tours for Armenian tobacco experts/farmers to 

Georgia, in order to assess prospects and the 

possibility of tobacco cultivation in the Kvemo Kartli 

region 

In case of positive results, establishment of permanent 

business relations with Armenian cigarette producers 

and Georgian farmers 

Textile Production (Gloves) Although the factory has conducted an initial market 

study for the EU (France, Germany), a complete 

marketing plan with trade partners will boost this 

sector 

Promotional tours in Kvemo Kartli for large scale 

textile factory representatives to market cheap but 

high-quality glove products for the industrial & 

agriculture sectors of Kvemo Kartli 

Same recommendation for smaller size sewing 

companies to market the production of uniforms. 

Community based tourism (CBT) Cooperation between tour agencies and guesthouse 

owners to attract more visitors via joint tours in both 

regions/countries. 

A partnership between the Armenian B&B association 

and similar associations will create an opportunity for 

experience sharing and learning. 

Organization of periodic regional festivals to 

represent the economic potential of regions that will 

boost CBT 

 

General recommendations and suggestions on the possible design of program 

interventions 
 

Since there are a number of broad recommendations that are more or less relevant for all four sectors, 

the aim of this part is to suggest some ideas and directions for designing program interventions that will 

reflect the needs and opportunities revealed during the baseline assessment. 

 

“Products and services of Tavush & Kvemo Kartli” Festival 
 

As the result of the baseline study, a good understanding was formed of the economic potential of both 

regions as well as the main areas of interest and key players. To build on these insights, and to launch 

the project, a festival can be organized to host key potential partners and represent all the main products 

and services that are available for wide consumption in both regions. This will enable the establishment 

of initial relations among the potential stakeholders of the program in a friendly and warm atmosphere. 

In terms of logistics, as well as to maximize the size of the audience, it will be more feasible to 

organize one such festival in the Tavush region and one in Kvemo Kartli, each being two or three days 

long.  
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Within the scope of these festivals, each of the selected sectors will have a chance to present its 

achievements, plans and needs, albeit differently. In case of sectors that are concentrated around one or 

two players (textile, tobacco production, mining etc.), these presentations can be scheduled at specific 

times, to be followed by one-on-one meetings with potential partners. In this case, the chances will 

notably increase of representatives of large-scale businesses being present at the event. 

 

Other sectors that unite many players, and provide products and services for mass consumption (fruit 

production and processing, wine production, guesthouses and tour operators, sewing companies, etc.) 

can present their activities during the whole duration of the festival. Moreover, in the case of 

community-based tourism, these festival(s) will add more value since participants can be hosted by the 

selected guesthouses as well as get acquainted with the notable local sites and tourist attractions.  

 

Another benefit of hosting all the main potential partners in the same venue is the ability to talk about 

the program as well as conduct on-the-spot workshops to increase knowledge about the existing 

regulations across the sectors and countries. Filling this gap of knowledge is instrumental to the success 

of the program and should be addressed regardless of the time and place. However, if such an 

educational component is completed at the beginning of the program/ during festivals, it will facilitate 

(a) savings in organizational costs, (b) the involvement of a larger number of participants and (c) an 

increase in the awareness of opportunities at the initial stage of the program.  

 

In addition, and in case there are no time constraints, separate thematic workshops for the selected 

sectors could also be organized. The following topics could be targeted: 

 

 development of community-based tourism, online marketing and the secrets of hospitability, 

 potential of offering joint tour packages covering Tavush & Kvemo Kartli (and beyond), 

 opportunities to expand fruit production and sales in Kvemo Kartli and Tavush, 

 feasibility of exchanging seasonal farm workers and leasing of farming equipment/machinery, 

 opportunities of joint promotion and branding of certain products abroad (for example 

promotion of “Caucasian” dried fruits/wines/cuisine/join itineraries for tourists etc.). 

 

The core factors for success of such festivals are the following: 

 

 Each of these festivals should last around 2-3 days in each location, which will enable not 

only a larger number of participants but will also provide enough time to run awareness 

sessions and thematic workshops; 

 Proper preparation of the event in all aspects, starting from such things as the selection of a 

suitable venue and timely invitations, and ending with engaging design and informative 

content; 

 Participation of the companies and individuals with the greatest potential to contribute to the 

event and establish lasting cooperation. Therefore, it is important to plan the events well in 

advance and get initial confirmation from core stakeholders on the date and venue of the 

festival; 

 Taking into account the beneficial potential of the event for the local economy, the necessity 

of economizing on programmatic costs, and most importantly the ability to contribute to the 

success/failure of such initiatives, it might also make sense to engage representatives of the 

local authorities starting from the initial stage of planning.  
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Study tours to explore the opportunities on the spot 
 

As a result of the successful organization of the festival(s), certain ideas and suggestions will be 

generated among the participants. In order to encourage further work on those ideas, participants of the 

program should be given an opportunity to have another round of on-the-spot meetings with potential 

partners across the border.  

 

In ideal circumstances, the organization of such on-the-spot visits would be subject to the ability of 

potential partners to submit a concise plan/concept that would explain and justify such meeting/tours, 

making them more productive and focused. However, it is highly unlikely to be common practice for 

participants to submit such plans. This is why the program team should be ready to substitute and take 

the lead in designing and organizing sector-specific tours and meetings. For this purpose, it will be 

crucial to generate and enlist all the core questions that should be addressed during the tours.  

 

Targeted consultations on specific topics 
 

It is already clear at this point that that the answers to certain questions with the potential to 

contributing to long-lasting and large-scale economic cooperation will probably require more in-depth 

knowledge and expertise, and therefore cannot be tackled by just establishing relations during festivals 

or study visits. For example, with regard to expanding tobacco production in the Kvemo Kartli region 

in order to meet raw material demands of Armenian tobacco companies, an assessment of the quality of 

soils and labor skills will be required. Another example is related expanding the exports of industrial 

gloves to Georgia and to gain access to the EU market. Although there is a high interest in this, a 

separate detailed study of Georgia and EU market demands might be required before designing 

program activities. In case such needs appear, the program team should be able to address those by 

providing high quality expertise on specific topics. 

 

Establishment of a virtual platform 
 

In order to be able to effectively communicate with stakeholders, share information and contacts, as 

well as establish long-term relations and monitor the evolution of those relations, the creation of an 

online, low cost but regularly updated and well-maintained virtual platform should be considered. In 

case these conditions are met, this platform will certainly assist the program team in achieving their 

goals and monitoring success. This platform might serve both as a repository for general and sector-

specific information, as well as a database of local entrepreneurs’ profiles, with details on their 

products, capacities and contacts. 

  

It is worth considering the creation of a separate section in this platform specifically designated for 

stakeholders with program-related information relevant to them, and another section open to the public 

where both awareness raising materials will be placed as well as the profiles of selected sectors and 

entrepreneurs will be visible. The former will help increase the scope and number of beneficiaries, and 

expand beyond selected regions; the latter will open up investment and collaboration opportunities for 

the program stakeholders.  
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Annexes 

Annex 1. Topic guides for in-depth interviews 
 

Topic Guide 1 (General) 
 

Intro:  

We thank you for your readiness to participate in our study. We are doing a baseline study on Cross–

Border Economic Development between the Tavush region & Kvemo Kartli and are interested in 

learning about your perspective on the possibilities of improving this cooperation, especially taking 

into account that Armenia & Georgia have adopted different approaches in terms of economic 

integration with different international systems, thus getting access to two different large markets.  

 

Our project is supported by the EU-funded Eastern Partnership Territorial Cooperation.  

We would like to ask for your permission to record our conversation since it will be much easier for us 

to work with the material. In addition, we want to notify you that we are not going to use direct quotes 

from you and your name will not appear in the published report. Most importantly, we want to ask you 

to be very open and honest in your answers since our main goal is to learn about the existing situation. 

 

1. General information about activity, including details for VC mapping 

 

1 Let’s start the conversation by briefly describing your main economic activities. What are your 

main types of products/services? How long have you been engaged in this sector? 

1.1.1 What is the legal status of your organization? How many people are employed by your 

business? How many of them are full-time, how many part-time? 

1.2 What are the main organizations, individuals that play a crucial role in your business (supply, sales, 

etc.). Who are the main players/value chain actors in your sector, what are their 

contributions/functions? Indicate names/ possible contacts - 

1.2.1 Input suppliers  

1.2.2 Production/capacity  

1.2.3 Market players/competition  

1.2.4 Sales (share of export in total production, main destination of export)  

 

2. Challenges and opportunities, including the ones related to EEU-EU integration  

 

2.1 How would you describe the overall existing environment from the point of view of conducting 

business, particularly in your sector?  

2.1.1. What are the main challenges and achievements in running your business? Please 

elaborate separately on existing formal regulations in relation to taxes, customs, 

standards as well as their real implementation at the national and local levels.  

2.1.2. Access to finance (banks, microfinance organizations); 

2.1.3. Governmental support (extensions, private sector development programs); 

2.1.4. Capacity building providers (NGOs, private sector actors). 

2.2 During the last year or so Armenia/Georgia has signed documents that would facilitate doing 

business with the EEU/EU. How has it affected your business, if at all?  

2.2.1 Are you aware of existing regulations, particularly in relation to taxes and customs, new 

standards etc.? How have they have changed and what is their impact on your business?  
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2.2.2 What kind of challenges and opportunities do these developments provide in relation to 

your business? Could you provide specific examples? 

2.2.3. Have you ever thought of or even tried to make use of these opportunities? If yes, how? If 

not, why? 

 

3. Economic cooperation across the borders (Kvemo Kartli-Tavush) 

 

3.1 Since we are interested in exploring economic development activities across the border, we would 

like to learn if you are engaged in such interaction. If yes, please specify what kind of cooperation you 

have with Georgians/Armenians? If no, please indicate the main reasons. 

3.2 Do you want to cooperate with Armenian/Georgian businesses? If yes, in what areas? 

3.2.1 Are you interested in attracting investment from Armenia/Georgia? If yes, in which areas? 

 

4. Recommendations/ideas 

 

How could you benefit from the changed reality and how could existing challenges be overcome? In 

other words, how could you improve your business, what are the main gaps and how they could be 

closed?  
 

Topic Guide 2 (Community based tourism) 
 

Intro:  

We thank you for your readiness to participate in our study. We are doing a baseline study on Cross–

Border Economic Development between the Tavush region & Kvemo Kartli and are interested in 

learning about your perspective on the possibilities of improving this cooperation, especially the area 

of tourism.  

 

Our project is supported by the EU-funded Eastern Partnership Territorial Cooperation.  

We would like to ask for your permission to record our conversation since it will be much easier for us 

to work with the material. In addition, we want to notify you that we are not going to use direct quotes 

from you and your name will not appear in the published report. Most importantly, we want to ask you 

to be very open and honest in your answers since our main goal is to learn about the existing situation. 

 

1. How long have you been living in this community? What is your occupation? 

2. How important is tourism for your community? Does tourism create any new markets for local 

products? Has tourism brought more advantages or disadvantages to the community and region 

so far? Does tourism bring benefits/revenue to the community? In what way and approximately 

how much? 

3. Does tourism have any deteriorating effects (e.g. tourists tend to worsen the environment or 

infrastructure (pollution), (the question is related to foreign tourists mainly, not local)? 

4. What is the average monthly income of the people living in your community? How different is 

your income from it? 

5. Do you provide any services or products to tourists (e.g. guide, shop, accommodation, cooking, 

transport, restaurants? If yes, please specify what kind of products or services?  

6. Does the quality of your life change for the worse or for the better because of tourism? Why? 

7. What are the main challenges that hinder tourism development in your community/region? 
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8. Are you aware of any important decisions about tourism development related to your 

community? If yes, please specify. If No, why not? 

9. In your opinion, which organizations and institutions are responsible for tourism development 

in the region? What are the roles of each of those institutions? Do they fulfil their roles? Do 

tourism-related organizations and institutions communicate across various fields to address 

immediate or long-term issues or both? 

10. Do local & regional authorities organize meetings relating to tourism development in different 

communities and do representatives from these communities participate in them? 

11. From which countries are the visitors/tourists? Do you have many tourists coming from 

Georgia, and especially from Kvemo Kartli? If yes, what is the main purpose of their visits? 

12. Do you, in any way, cooperate with Georgian travel agencies, particularly with agencies in 

Kvemo Kartli? Do you have any joint tours, i.e. tourists who visit both Georgia and Armenia? 

13. In your opinion what steps should be taken to develop tourism between the Tavush and Kvemo 

Kartli regions? 
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Annex 2. List of interviewees 
 

  Name Surname Position Community Gender Date 

1 Andrey  Ghavalyan Farmer, grape Verin Karmir male 27-Dec 

2 Qalantar  Qalantaryan Deputy village Mayor/grape farmer Choratan male 27-Dec 

3 Gor  Abrahamyan Village Mayor Norashen male 13-Dec 

4 Varuj Baghmanyan Village Mayor Choratan male 14-Dec 

5 Hovsep  Ananyan Employee of Tavush Textile Choratan male 27-Dec 

6 Mikael  Ezekyan Director of Tavush Textile Choratan male 27-Dec 

7 Aram  Nigoyan Village Mayor Navur male 12-Dec 

8 Gor  Abrahamyan Village Mayor Norashen male 13-Dec 

9 Artur Ohanjanyan Grand Tobacco Yerevan male 19-Dec 

10 Khachik  Shekikyan "Masis Tobacco" LLC Yerevan male 24-Dec 

11 Artur  Hovhannisyan Village Mayor Tavush male 29-Dec 

12 Ararat Edigaryan Tobacco farmer Noyemberyan male 18-Dec 

13 Kamo  Baldryan 

Director of "Masis Tobacco" 

Varagavan collection center Tavush male 26-Dec 

14 Rima Manucharyan Tobacco Farmer Tavush female 26-Dec 

15 Anahit Alaverdyan B&B "Anakhit" Ijevan female 18-Dec 

16 Gagik Engibaryan B&B "Kamar" Ijevan male 18-Dec 

17 Susanna Eghiazaryan B&B "Arciv" Dilijan female 27-Dec 

18 Nunufar Xazaryan B&B Dilli Villa Dilijan female 27-Dec 

19 Aram  Mayilyan B&B Utik Berd male 27-Dec 

20 Erik  Baghdasaryan 

Expert of Poverty Reduction 

Program, Armenian Relief Fund Yerevan male 22-Dec 

21 Lusine Smbatyan 

Director of the Armenian B&B 

Association NGO Yerevan female 25-Dec 

22 Mekhak Apresyan 

Head of tourism department of the 

Ministry of Economy Yerevan male 23-Jan 

23 Aramayis Abovyan Head of Koghb village Yerevan male 29-Dec 

24 Narine Chagharyan Sewing company  Ijevan female 12-Jan 

25 Ruslan Antonyan  Berry gatherer/farmer Ayrum male 13-Jan 

26 Merujan Davtyan  Farmer/ Viniculture, dried grapes Archis male 14-Jan 

27 Spartak Zakharyan  

Farmer/Horticulture/Peach,  French 

plum, pistachio Haghtanak male 15-Jan 

28  Karapet Barseghyan Tobacco Farmer  Koghb male 15-Jan 

29 Artavazd Yeganyan  Tourist agent , Zikatar, (resort) Koghb male 15-Jan 

30 Vigen  Hovhannisyan Dry fruit production Bagratashen male 26-Dec 

31 Samvel  Gasparyan  Fruit resell Noyemberyan male 27-Dec 

32 Vardan  Azatyan 

Manager, Production of wine, brandy, 

and fruit vodka Berdavan male 27-Dec 

33 Atom  Yegoryan Ijevan Wine Brandy factory Ijevan male 29-Dec 

34 Vardan  Zurabyan Farmer/ Viniculture 1 Berdavan male 28-Dec 
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35 Sergo  Manucharyan Farmer/Viniculture 2 Aygehovit male 29-Dec 

36 Manuk  Harutyunyan Farmer/Horticulture/Peach 1 Bagratashen male 26-Dec 

37 Armen  Gabrielyan Farmer/Horticulture/Peach 2 Bagratashen male 26-Dec 

38 Arman  Chilingaryan Berry gatherer/farmer  Jujevan male 28-Dec 

39 Vardan  Jilavyan Tobacco Farmer  Haghtanak male 27-Dec 

40 Ashot  Ghalumyan Tourist agent Ijevan male 28-Dec 

41 Hayk  Azatyan Tourist agent (B&B) Koghb male 28-Dec 

42 Karen Gishyan  President, Kar Art  LLC Ijevan male 28-Dec 

43 Pashikyan  Taron Director, Ayrum Artadramas  OJSC Ayrum male 27-Dec 

 

*** 
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Baseline Study Report:  Kvemo Kartli Region 
 

 

Opportunities for increasing cross-border economic development between the Kvemo Kartli and 

Tavush regions:  the Georgian perspective  

 

 

List of abbreviations 
 

AA Association Agreement with EU 

ACDA Agriculture Cooperatives Development Agency 

APMA Agricultural Projects Management Agency 

CIS Commonwealth of Independent States 

DCFTA Deep and Comprehensive Free Trade Area 

EDA       Entrepreneurship Development Agency        

EEU Eurasian Economic Union 

ENPARD European Neighbourhood Programme for Agriculture and Rural Development 

FDI Foreign Direct Investments 

FIZ Free Industrial Zone 

FTA Free Trade Agreement 

Geostat National Statistics Office of Georgia  

GDP Gross Domestic Product  

GSP Generalized System of Preferences 

REAP Restoring Efficiency to Agricultural Production 

USAID United States Agency for International Development 

VAT Value Added Tax 

WTO World Trade Organization 
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Executive summary 
 

Georgia is located on the gateway between Europe and Central Asia. Around 60% of all types of 

overland international freight throughout are items in transit. Georgia has great potential for better 

integration and the development of the region.  

 

Geographic proximity, cultural connections and similarity in marketplaces make Armenia and Georgia 

natural trading partners. With Armenia’s borders to Azerbaijan and Turkey closed, Georgia has become 

the main transit route for Armenian goods heading to Russia, Turkey, Europe and the world. Georgia 

benefits from preferential access to Armenian markets and from the transportation of Armenian goods 

and oil across its territory. 

 

The FTA between Georgia and Armenia dates from 1995 with the initial set of CIS agreements. In 

recent years, the improvements in road infrastructure connections led to an increase in turnover 

between the two countries. Georgia is one of the major transport corridors for Armenia’s external trade. 

Georgia’s railway and road connect Armenia to the Georgian Black Sea ports. Besides, through 

Georgian territory, Armenia is connected to the Russian Federation. Armenia historically has been an 

important trade partner for Georgia. During the last decade, Armenia has been one of the top 

destination countries for Georgia’s export. 

 

The Kvemo Kartli region consists of 7 administrative units - 6 municipalities (Bolnisi, Gardabani, 

Dmanisi, Marneuli, Tetri Tskaro and Tsalka) and one city (Rustavi). According to preliminary results 

from 2014 of the General Population Census of Georgia, the population of Kvemo Kartli is 424,769 

persons, which is 11.4% of the total population of Georgia. 

 

Kvemo Kartli is rich in natural resources. In the Soviet period, the region had developed heavy and 

light industry, agriculture and a processing/manufacturing industry. By December 2015, there were 

4,661 active business enterprises in Kvemo Kartli (6.4% of total active enterprises in Georgia). The top 

Georgian mining and heavy industry companies are located in Kvemo Kartli. 

 

The Business Statistics Sample Survey, conducted by Geostat, identifies some (not all) manufactured 

items produced in Kvemo Kartli. The incomplete list of manufactured products (listed by ranking) is 

the following: ammonium nitrate, re-bar, electricity, copper concentrate, flour (wheat), precious metals 

(gold), silicon manganese, cement, cement clinkers, eggs, PET bottles capsules, poultry meat, steel 

pipes, pet food, bread and bakery, asphalt-concrete, plastic containers, tomato paste, gypsum, cheese, 

wall blocks, lime, non-ferrous metal crowns, plastic and metal doors, windows, frames, door sills, 

shutters, blinds and similar articles, sausages, oxygen, vegetables, pasta, ammonium sulfate, steel - 

concrete structures and objects (wells, sewer lids, and similar articles of iron and concrete), wooden 

doors – windows, bred fish, salted or in brine, smoked fish, office furniture, carbon dioxide, milk and 

dairy products, etc. 

 

Since more than 62% of population in Kvemo Kartli is rural, an understanding of the economy of the 

region is essentially dependent on an understanding of the agricultural sector. Cereal and vegetable 

growing, as well as animal husbandry are the priorities for the region’s development.  
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Kvemo Kartli is the leading region in Georgia in the average yields of potato, haricot beans, melons 

and annual grasses. Kvemo Kartli is an absolute leader in the production of eggs among Georgia’s 

regions. 

 

The objective of this study was to describe the market opportunities and challenges for cooperation 

between the Kvemo Kartli region in Georgia and Tavush region in Armenia. The study also aimed to 

identify areas that might be interesting for the development of trade relations between the regions and 

to further investigate these areas. 

 

The focus on agriculture and agribusiness is common for a country like Georgia and region like Kvemo 

Kartli where agriculture remains the primary business for households and largest employer. The same 

should apply to the Tavush region of Armenia. Therefore, processing of agricultural products is more 

likely one of the key areas of cooperation between these bordering regions. Eggs, meat, milk, potatoes 

and vegetables, some fruits and vegetable products (tomato paste, pickles, sauce, jams, salads, etc.) are 

the products Kvemo Kartli region needs to encourage to export. 

 

The big exporting companies of Kvemo Kartli produce and export copper, gold, steel, re-bar, steel 

pipes, ferro-silicon manganese, ammonia, nitric acid, ammonium nitrate and sulfate, sodium cyanide, 

semi fabricate pet-preforms. Some products are in the list of top exported products to Armenia 

(cyanide). 

 

Based on the baseline study, the priority sectors for further investigation and analysis have been 

identified. Those sectors are: agriculture and food processing, manufacturing of chemical products, 

metallurgy and manufacturing of basic and fabricated metals, manufacturing of construction 

materials. Companies for the sample were listed according to their turnover. The total number of 

companies participating in the survey was 48. 

 
All respondents of the survey indicated that they produce lower (some of them much lower) than their 

production capacity. New business relations may lead to increase of demand and the volume of 

production. More than half of the respondents listed new business relations and the purchase of new 

machinery as business improvement opportunities. 

 

38 companies out of 48 don’t have business relations with Armenian counterparts. 33 companies want 

to cooperate with Armenian companies and 16 want investment from Armenia. 

 

Only 4 companies export to Armenia. The list of products exported to Armenia is as follows: steel 

construction materials, steel pipes, armature, lime, ammonium, cyanide, ammonium sulfate, nitric acid, 

oxygen, poultry.  

 

30 companies want to export to Armenia but only 6 know about the preferential trade regime of 

Armenia. More information flow between companies in the two regions is needed.  

 

33 companies import investment goods from abroad and only 1 company imports it from Armenia. 
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The main recommendations based on the study and survey are following:  

 

- Develop an information campaign for improving awareness among local companies in order to 

help these companies know about existing preferential trade regimes such as DCFTA, GSP, FTA; 

- Improve relations between companies in Armenia and Georgia. Assist companies in 

establishing direct contacts with counterparts in the neighboring country; 

- Set up the channels of information exchange between two neighboring countries. Information 

exchange should concentrate on investment opportunities, prices, availability of some investment goods 

and preferential trade regimes in each country. 

 

Methodology 
 

This study was conducted within the framework of the “Cross-border Economic Development” (CED) 

project implemented by the Georgia-based Civil Development Agency (CiDA) in partnership with  the 

Armenia-based Support for Noyemberyan (SFN) and the Northern Branch of Eurasia Partnership 

Foundation (NB EPF). The CED project is implemented within the EU-funded Eastern Partnership 

Territorial Cooperation (EaPTC) project.   

 

The goal of the CED is to improve the living conditions of bordering communities in Georgia’s Kvemo 

Kartli and Armenia’s Tavush regions. This goal will be achieved through a) strengthening cross-border 

cooperation between the Kvemo Kartli and Tavush regions by attracting investments; b) strengthening 

cross-border cooperation between Kvemo Kartli and Tavush regions by increasing transactions between 

business entities from both regions; and c) informing business entities in target regions about cross-

border investment and trade opportunities, focusing on exploring new opportunities arising from 

Georgia’s Association Agreement with the European Union (EU) and Armenia’s membership in the 

Eurasian Economic Union (EEU). 

 

The study consists of two stages: desk research and field work. The desk research generally describes 

Georgia’s economy, trade, taxation and regulations related to the trade regime, as well as investment 

and business enabling environments. External trade statistics between Georgia and Armenia give a 

clear picture about the trade volume between the two countries and the list of top exported goods from 

Georgia and top imported goods from Armenia.  

 

The most significant part of the study refers to the Kvemo Kartli region and assesses its economic 

potential. This part of the study concentrates on the most developed sectors of the region, including the 

data on Kvemo Kartli’s contribution to national value added formation. Special attention has been paid 

to agriculture as a primary sector for employment and income distribution for local households. 

 

The study emphasizes the number of active companies in the region and the list of manufactured 

products by these companies. It also identifies the priority sectors for further investigation and analysis 

followed by the sample of the survey and the list of Kvemo Kartli’s exporting companies. The sample 

includes all exporting companies and other potential companies from the selected sectors. These 

companies are ranked by turnover.  

 

The survey aimed to map value chain actors in the selected sectors, including the list of products, 

production capacities, export-import directions, challenges and the needs for future development. The 
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total number of companies that participated in the survey was 48 (22 large, 8 medium and 18 small. 

The survey also explored prospective business linkages and investment opportunities between the two 

neighboring regions. The survey results and analysis are provided in annex 2. 

 

Background  
 

Georgia is a small, lower-middle income developing country, geographically located in the Southern 

Caucasus, bordering on the Black Sea to the West, with Russia to the North and Turkey, Armenia and 

Azerbaijan to the South and East. The country covers a territory of about 69,700 km² and its population 

is 3.7 million (2014 General Population Census). Since gaining independence in 1991, following the 

break-up of the former Soviet Union, Georgia had a period of dramatic social, economic and political 

change. In the four years following the Rose Revolution in 2003, the Government undertook significant 

governance, economic and social reforms, with impressive results.  

 

The following reforms have been conducted by the Government of Georgia: fighting corruption, tax 

reforms, reforms in customs and trade policy, deregulation of economy, reduction of number of 

licenses and permits, privatization, improvement of public services, improvement of budget policy, 

price liberalization, legal framework etc. Through anti-corruption legislation, effective law enforcement 

and free access to online registries, the Georgian economy promotes transparency and reduces the 

bureaucratic burden.  

 

The country's impressive progress in improving business climate has been well documented in a 

number of international indices. Georgia has shown significant improvement in the World Bank Doing 

Business ranking, from 112 in 2005 Georgia reached 15th place by 2015 in the overall ranking. At 

present, Georgia’s international rankings are following:  

 

- BB-/BB-/BB – Standard and Poors, 2014 

- 80th place (out of 142 countries) in the Legatum Prosperity Index, 2014 

- 52th place (out of 177 countries) in the ranking of Transparency International’s Corruption 

Perception Index, 2014 

- 69th place (out of 144 countries) in the ranking in the Global Competitiveness Index of the 

World Economic Forum, 2014-2015 

- 15th place (out of 189 countries) in the ranking of World Bank’s Ease of Doing Business, 2014 

- 22st place (out of 178 countries) in the ranking of Heritage Foundation’s Economic Freedom 

Index, 2015 

 

As a result of the conducted reforms and a large amount of capital inflow, in 2007, the GDP growth 

rate reached 12.6% and Foreign Direct Investments (FDI) reached 2 billion USD (19.8% of GDP).  

 

Figure 1 shows the GDP real growth rate and GDP per capita from 2000 to 2014. Figure 2 shows the 

composition of GDP in 2014. 

 

 

 
Figure 1. GDP per capita (USD) and real GDP growth (%) 

 



70 
 

 
Source: National Statistics Office of Georgia (Geostat) 

 

 

Figure 2. Structure of GDP (%), 2014 

 
Source: Geostat 

  

 FDI shrank after the global financial crises in 2008-2009 and the Russian-Georgian military 

conflict in 2008. In recent years, FDI has increased in Georgia and in 2014, the volume of FDI was 1.7 

billion USD (10.6% of GDP). Georgia is considered as essentially a corruption-free investment 

destination. 
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Figure 3. FDI in millions (USD) and as a percent of GDP 

 
Source: Geostat 

 

Trade  
 
Georgia’s liberal trade regimes provide investors with a favorable opportunity not only to access the 

country’s 3.7 million residents, but the wider regions’ markets. With free trade agreements (FTA), 

Georgia has access to a 900 million market that is not subject to customs tax. In June 2014, Georgia 

signed an Association Agreement (AA) with the EU and the Deep and Comprehensive Free Trade Area 

(DCFTA) agreement is the part of AA. The DCFTA came into force in September 2014 and is intended 

to liberalize trade between Georgia and the EU by lowering tariffs and reducing non-tariff barriers. 

Under DCFTA, all customs duties are eliminated on goods originating from Georgia, except for the 

products listed in the annex II to the agreement, which sets out the limits of the tariff rate quotas. 

 

The DCFTA envisages three types of exceptions to free trade: 1) free trade within the limits of the tariff 

quotas and the only product included in this category is garlic; 2) products that are still subject to entry 

price but for which the ad valorem component of the import duty is eliminated. In this case, entry price 

will be fixed and the duty shall not be dependent on volume of exported goods. Those products are 

tomatoes, cucumbers, sweet oranges, apples, pears and grape must. None of the below listed products 

currently enter the EU market (except for grape must), the share of these particular product categories is 

substantial in the total agricultural exports of Georgia - around 20 percent of total exports; 3) products 

that are subject to anti-circumvention (anti-fraud) mechanisms. These products are beef, pork and lamb, 

poultry meat, dairy products, eggs, cereals, sugar, mushrooms etc.  

 

To date, Georgia has signed FTAs with Commonwealth of Independent States (CIS) countries that 

include Ukraine, Belarus, Moldova, Kazakhstan, Kyrgyzstan, Tajikistan, Uzbekistan and Turkmenistan, 

as well as its neighbors, Turkey, Azerbaijan and Armenia. In addition, Georgia started negotiations on 

FTA with China. Georgia has General Schemes of Preference (GSP) with the US, Norway, 

Switzerland, Canada, and Japan.  

 

265.3

82.2131.2109.8167.4

340.1
499.1449.8

1,190.4

2,014.8

1,564.0

658.4
814.5

1,117.2

911.6941.9

1,758.4
20%

11%

0%

5%

10%

15%

20%

25%

0

500

1000

1500

2000

2500

FDI (USD) FDI to GDP



72 
 

In addition, Georgia is a member of the World Trade Organization (WTO) since 2000. 

 
Figure 4. Georgian export by country groups (%), January-November, 2015  

Source: Geostat 
 

Taxation 
 

Georgia is the one of the least tax burdened countries in the world. Out of 21 taxes in 2004, only 6 flat 

taxes exist today.  

 
Non-residents and tax resident individuals are subject to Georgian income tax only on income received 

from Georgian sources. An individual is considered to be a resident of Georgia for personal income tax 

purposes if he or she is present in Georgia for more than 183 days in any 12-month period ending in a 

tax (calendar) year. Personal income tax rate is 20% in Georgia. 

 

Legal entities incorporated in Georgia are normally treated as tax residents and are taxable on their 

worldwide income. Legal entities incorporated abroad are normally treated as foreign tax residents 

(“non-residents”) and are taxable on income from Georgian sources or income from performing 

business activities through their permanent establishment in Georgia. Profit tax is imposed on profits 

earned by Georgian and foreign enterprises. Georgian enterprises are taxed on profit, which is 

determined as gross income from economic activities less allowable deductions, at a flat rate of 15%. 

 

The object of Value Added Tax (VAT) taxation is a taxable transaction or a taxable import. A taxable 

transaction is a supply of goods/services, including those supplied or rendered on a gratuitous basis, if 

they are considered to be carried out in the territory of Georgia. Taxable transactions do not include 

supplied goods/services outside Georgia. The VAT rate applicable in Georgia is 18%, referred to as the 

standard rate, which is applied to most goods/services. Certain transactions are exempt from taxation. 

There are two types of exempted transactions: with VAT input and without VAT input rights. The 

export of goods is exempted with VAT input right, while import of certain medicines, passenger cars, 

publications, mass media and baby products are exempted without input VAT right.  

 

All physical and legal persons producing excisable goods in the territory of Georgia, or importing 

excisable goods are subject to excise taxes. Since excise duty is an indirect tax, any excise duty paid in 
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connection with exported items produced in Georgia may normally be refunded to the exporter. Excise 

tax is imposed on wine, beer and liquors (whiskey, vodka, etc.); cigarettes and other tobacco products; 

cars; natural gas, oils, oil distillates, and other products produced from oil and bituminous minerals. 

 

The property tax is a local tax and consists of the land tax and property tax of individuals and 

enterprises. Local self-government bodies are entitled within their authority to establish local taxes in 

the respective territory within the maximum limit stipulated by the Tax Code. Property tax rate is 

between 0.05-0.2% of the fair market value of the property that is located in Georgia if the individual’s 

family worldwide income will be from GEL 40,000 to GEL 100,000 during the reporting calendar year. 

If, however, such annual income exceeds GEL 100,000, the tax rate will be between 0.8-1%. 

 

Georgia has one of the most liberal import duty systems in the world, with an average weighted import 

duty rate of 1.5%. The Tax Code regulates the taxation of the import of goods. Customs duties are 

payable upon the release of goods by Customs officials. Before 2007, Georgia had 16 different import 

duties. At present, goods transferred through the customs of Georgia are subject to import tax at the 

rates 0%, 5% or 12%. 90% of all imports pay 0% duty. The import tax depends on the type of goods 

being imported. Goods imported into Georgia are subject to VAT in accordance with the Tax Code. As 

mentioned above, the rate of VAT is 18% of the value of the imported goods. Excise tax is applicable 

to goods transferred through Georgian customs in accordance with the Tax Code. Georgia has no 

quantitative restrictions (quotas) on trade (except on ozone-depleting substances). Only medical 

products, firearms, explosives, radioactive substances, dual use goods, industrial waste, and a few types 

of agricultural chemical products are subject to import/export licensing. At a minimum, imports require 

a declaration, an invoice, and transport documentation. The Customs Code of Georgia does not require 

financial guarantees from importers to Georgia prior to the customs clearance, except for temporary 

entry of goods. 

 

Georgia has double tax treaties with more than 50 countries, which generally follow the OECD Model 

Tax Convention on Income and on Capital.  

 

In terms of border control, all foreign travelers to Georgia enjoy highly accessible and service-oriented 

customs policies and administrative protocol. The average time for customs clearance is currently 15 

minutes – one of the fastest and the most efficient in the region. 

 

Special Taxation and Investment Regimes  
 

As part of efforts to attract international investment capital and investors searching for a high rate of 

return, the Government of Georgia decided to create free industrial zones (FIZ) in Georgia. The FIZ 

offers extended tax benefits as well as operational simplicities to the companies based in the zone. 

Businesses registered in the zone benefit from relatively cheap and skilled Georgian labor, lower taxes, 

and easy access to the sea. 

 

Special Trading Companies have been introduced to encourage the development of trade transit 

function within Georgia. A Special Trading Company is an enterprise that, for the purpose of 

exemption from profit tax envisaged under the Tax Code of Georgia, has been granted the status of 

special trading company. A foreign entity that renders its economic activities in Georgia through its 

permanent establishment has the right to be granted the status of a Special Trading Company and 

register a separate permanent establishment only in case the permanent establishment renders the 

activities of the Special Trading Company envisaged by the Tax Code.  
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In addition, an international financial company is a financial institution that on the basis of the 

application by its authorized representative is granted the status of an international financial 

corporation, and a certificate proving this status is issued. Moreover, an international financial company 

is established outside the free industrial zone. As the primary objective of the international financial 

companies is to serve the offshore companies in the least costly way, they benefit from certain tax 

exemptions as provided in the Tax Code. Besides this, the status of tourist enterprise has been 

introduced to encourage development of tourism sector of Georgia. A tourist enterprise is a legal entity 

which builds hotels, supplies hotel assets in full or in part to another person in order to return them in 

the form of rent and makes buildings operate as hotels according to the conditions of a tourist enterprise 

as envisaged by Georgian legislation. 

 

For taxation purposes, individuals may obtain a special status of Micro Business and individual 

entrepreneurs – the status of Small Business. A Micro Business is exempt from personal income 

taxation. In order to obtain the status of a Micro Business, entrepreneurs should carry out economic 

activities independently without hiring employees, and should receive annual gross income up to 

30,000 GEL, should maintain an inventory balance up to 45,000 GEL, should undertake activities that 

are not banned for Micro Business as defined by the Government. Small Business is liable for personal 

income tax at a 5% rate of total gross income. For obtaining the status of a Small Business, 

entrepreneurs should receive an annual gross income from economic activities up to GEL 100,000, 

should maintain an inventory balance up to GEL 150,000, should not be a registered VAT payer, should 

undertake activities that are not banned for Small Business as defined by the Government, should use a 

cash machine and should not have been penalized for not using the latter more than 3 times during a 

calendar year.16 

 

Transit Potential 
 

Georgia is located on the gateway between Europe and Central Asia. Around 60% of all types of 

overland international freight consist of items in transit. Georgia has great potential for better 

integration and the development of the region. During recent years, Georgia rapidly developed its road 

infrastructure. FDI inflows in the logistics sector have primarily targeted the transport infrastructure. 

Besides, in addition to the existing sea ports, the Georgian Government has started to work on the new 

Black Sea port project.  

 

The Baku-Tbilisi-Kars Railway is a new corridor that will connect the Azerbaijani, Georgian and 

Turkish railways. Project implementation began in 2007 and construction began in 2008. It foresees the 

rehabilitation and reconstruction of the 178 km-long railway between Marabda and Akhalkalaki and 

construction of a new railway from Akhalkalaki to the Turkish border. This project will effectively 

open a new rail-only corridor from the Caspian Sea to Europe via Turkey, eventually excluding the 

need for sea transportation once the planned rail tunnel under the Bosphorus Strait in Istanbul is 

complete. The project could also open a North-South rail corridor linking Russia to Turkey. This line 

will transport both freight and passengers and is expected to provide an alternative freight transport 

route to routes that transit through Iran. Management believes this line will be an important driver of 

future incremental transport volumes, particularly container cargo, although, as it is a new route, it is 

                                                           
16 http://www.rs.ge/Default.aspx?sec_id=4846&lang=2&newsid=2693, Tax Code of Georgia (unofficial translation) 

  http://www2.deloitte.com/ge/en/pages/tax/articles/guide-to-taxation-and-investment-in-georgia.html,  

  Guide To Taxation and Investment in Georgia, Deloitte Georgia 

http://www.rs.ge/Default.aspx?sec_id=4846&lang=2&newsid=2693
http://www2.deloitte.com/ge/en/pages/tax/articles/guide-to-taxation-and-investment-in-georgia.html
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believed it may take time to attract significant volumes. The construction should end by November 

2016. 

 

Licensing 
 

Through reforms, the total number of licenses and permits was reduced by 86%. After the reforms, 30 

days are necessary for issuing licenses and 20 days for issuing permits. The “Silence is consent" policy 

means that a permit or license is automatically granted if no government action is taken within statutory 

time limits. Licenses and permits may be required only for: safety and health protection, security of 

living conditions and cultural environment of individuals, protection of state and public interests. 

 

Business Promoting State Programs 
 

Georgian entrepreneurs can benefit from state-supported programs. For instance, the Ministry of 

Economy and Sustainable Development, together with the Ministry of Agriculture, implements a state 

program called “Produce in Georgia” aimed at the further development and encouragement of 

enterprises. The goals of the program are the development of entrepreneurship in Georgia, 

establishment of new enterprises and the expansion or upgrading of existing ones, alongside the 

increase of competitiveness in the private sector and export potential through simplification of access to 

real property and modern technologies and provision of consultations. The program has 3 components: 

access to finance (credit and leasing), access to infrastructure, technical assistance.  

 

The program has industrial as well as agricultural directions. The industrial direction is implemented by 

the Entrepreneurship Development Agency (EDA) under the Ministry of Economy and Sustainable 

Development, while the agricultural direction is led by the Agricultural Projects Management Agency 

(APMA). EDA supports enterprises in the following areas: access to finance, micro and small business 

support, export promotion, training and consulting, business service center. APMA implements the Co-

financing of Agro Processing and Storage Enterprises Project, Preferential Agrocredit Project as well as 

some other targeted projects including Agricultural Insurance Project. 

  

Georgia-Armenia trade relations 
 

Geographic proximity, cultural connections and similarity in marketplaces make Armenia and Georgia 

natural trading partners. With Armenia’s borders to Azerbaijan and Turkey closed, Georgia has become 

the main transit route for Armenian goods heading to Russia, Turkey, Europe and the world. Georgia 

benefits from preferential access to Armenian markets and benefits from the transportation of Armenian 

goods and oil across its territory. Armenia has made substantial commitments to liberalize trade in 

services in acceding to the WTO. Armenia became a member of the WTO in 2003.  

 

Services account for about 40% of Armenian GDP, considered a relatively low figure compared to 

other transition economies. Several service sectors are expected to emerge as key focal points for future 

economic growth. Further extension of Armenian trade must have a strong emphasis on the services 

sector. The share of agriculture in Armenian GDP is around 20%, twice as large as in Georgian GDP. 

There is considerable potential for growth in agricultural production in Armenia. 

 

Referring to industry, the following industries are dominating in Armenia’s economy: diamond 

processing, metal-cutting machine tools, forging and pressing machines, electric motors, tires, knitted 
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wear, hosiery, shoes, silk fabric, chemicals, trucks, instruments, microelectronics, jewelry, software, 

food processing, brandy, mining. Armenia possesses important reserves of copper, lead, zinc, iron and 

gold. 

 

The FTA between Georgia and Armenia dates from 1995 with the initial set of CIS agreements. In 

recent years, the improvements in road infrastructure connections led to an increase in turnover 

between the two countries. Georgia is one of the major transport corridors for Armenia’s external trade. 

Georgia’s railway and road connect Armenia to the Georgian Black Sea ports. Besides, through 

Georgian territory, Armenia is connected to the Russian Federation. Armenia historically has been an 

important trade partner for Georgia. During the last decade, Armenia has been one of the top 

destination countries for Georgia’s export. 

 
Figure 5. Georgia’s export to Armenia 

 
Source: Geostat, *2015 January-November 

 

Import from Armenia to Georgia has been growing in recent years. The amount of import from 

Armenia to Georgia is shown in figure 6.  

 
Figure 6. Import from Armenia to Georgia 
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Source: Geostat,*2015 January-November 

 

The Top 10 exported/imported products are shown in tables 1 and 2. 
 

Table 1. Top 10 exported products to Armenia in 2015 

Motor cars (Units) 

Petroleum gases and other gaseous hydrocarbons 

Mineral or chemical fertilizers, nitrogenous 

Undenatured ethyl alcohol, spirits, liqueurs and other spirituous beverages (L 100% spirit) 

Oil-cake and other solid residues, resulting from the extraction of soya-bean oil 

Motor vehicles for the transport of goods (Units) 

Cyanides, cyanide oxides and complex cyanides 

Electrical energy 

Particle board and similar board of wood or other ligneous materials 

Medicaments put up in measured doses  

Source: Geostat 

 

Table 2. Top 10 imported products from Armenia in 2015 

Copper ores and concentrates 

Petroleum gases and other gaseous hydrocarbons 

Carboys, bottles, flasks and other closures, of glass. 

Electrical energy 

Articles for the conveyance or packing of goods; stoppers and lids of plastics 

Medicaments put up in measured doses  

Live sheep and goats 

Undenatured ethyl alcohol, spirits, liqueurs and other spirituous beverages (L 100% spirit) 

Cigars, cheroots, cigarillos and cigarettes (1000 pieces) 

Undenatured ethyl alcohol and other spirits, denatured, of any strength (L) 

Source: Geostat 

 

Economy of Kvemo Kartli 
 

The Kvemo Kartli region consists of 7 administrative units - 6 municipalities (Bolnisi, Gardabani, 

Dmanisi, Marneuli, Tetri Tskaro and Tsakla) and one city (Rustavi). According to preliminary results 

from 2014 of the General Population Census of Georgia, the population of Kvemo Kartli is 424,769 

persons, which is 11.4% of the total population of Georgia. After Imereti, Kvemo Kartli is the most 

populated region in Georgia. After Tbilisi and Adjara, Kvemo Kartli showed the lowest population 

decline, in comparison to the previous census of 2002. Kvemo Kartli is an ethnically diverse region, 

mainly populated with Georgians (44.7%), Azeris (45.1%) and Armenians (6.3%).17 

 

Kvemo Kartli is rich in natural resources. In the Soviet period, the region had a developed heavy and 

light industry, agriculture and processing/manufacturing industry. 

 

Kvemo Kartli has an indigenously rich natural setting and ancient history. The South Georgian volcanic 

mountains and plateaus form one of the most beautiful landscapes in the country. The region has a 

perfect combination of Alpine mountains and deserts. The climate is dry-subtropical and warm. The 

                                                           
17 2002 Population Census of Georgia 



78 
 

average annual temperature is 15.3ºC, 4ºC in January and 25.2ºC in July. There are unique forests with 

a wide variety of fauna, and clean rivers rich in fish. There are more than 2400 rivers and many lakes. 

 

Kvemo Kartli has considerable touristic potential as well as transit potential in relation to neighboring 

countries (Armenia and Azerbaijan). In the Government’s Strategy for Kvemo Kartli Development of 

2014-2016, the location of Kvemo Kartli is highlighted as an important advantage. Kvemo Kartli has 

potential for horse riding, hunting, agro- and eco-tourism etc. Various cultural and historical 

monuments (more than 650) are interesting destinations for tourists. About 300 historical monuments 

are part of established tourist routes. One of the interesting tourist destinations is Dmanisi 

Archeological Site, which is the earliest hominin site of its kind outside of Africa, dating back 

1.81 million years. Bolnisi Trinity Church dates back to the V century. The Manglisi Resort with its 

sanatoriums and recreation centers has the capacity to receive around 10,000 people annually. The 

value chain diagnostics for tourism is given in annex 4. 

 
Figure 7. International Arrivals in Georgia by Years (the number of foreign visitors) 

 
Source: Georgian National Tourism Administration 
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In 3 months of 2016:  

 

 Number of international travelers: 1,134,436 (14.7% more than in 3 months of 2015); 

 Top 5 countries by the number of arrivals: Azerbaijan (335,186), Turkey (273,532), Armenia 

(229,114), Russian Federation (144,764), Ukraine (28,383). 

 

 

In 2014, Gross Value Added at current prices in Kvemo Kartli was 2.163 billion GEL, which is 9% of 

total Gross Value Added for Georgia (highest after Tbilisi). In the formation of Kvemo Kartli’s Gross 

Value Added, industry dominates (36.7%), followed by agriculture (16.8%). 

 

By December 2015, there were 4,661 active business enterprises in Kvemo Kartli (6.4% of total active 

enterprises in Georgia). The top mining and heavy industry companies are located in Kvemo Kartli. A 

sectoral distribution of active enterprises in Kvemo Kartli is given by figure 6. 

 
 

 

 

Figure 8. Sectoral distribution of active enterprises in Kvemo Kartli (%) 

 
Source: Geostat 
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The Business Statistics Sample Survey, conducted by Geostat, identifies some (not all) manufactured 

items produced in Kvemo Kartli. The incomplete list of manufactured products (listed by ranking) is 

the following: ammonium nitrate, re-bar, electricity, copper concentrate, flour (wheat), precious metals 

(gold), silicon manganese, cement, cement clinkers, eggs, PET bottles capsules, poultry meat, steel 

pipes, pet food, bread and bakery, asphalt-concrete, plastic containers, tomato paste, gypsum, cheese, 

wall blocks, lime, non-ferrous metal crowns, plastic and metal doors, windows, frames, door sills, 

shutters, blinds and similar articles, sausages, oxygen, vegetables, pasta, ammonium sulfate, steel - 

concrete structures and objects (wells, sewer lids, and similar articles of iron and concrete), wooden 

doors – windows, bred fish, salted or in brine, smoked fish, office furniture, carbon dioxide, milk and 

dairy products, etc. 

 

According to official statistics, FDI is counted based on registration and not based on business 

activities. While 6.4% of total active enterprises are registered in Kvemo Kartli, by three quarters of 

2015, 4.3% of total FDI was directed to companies registered in Kvemo Kartli. 

 

 

 
Table 3. FDI in Kvemo Kartli, 2013-2015 

 2013 2014 2015 (Q1-Q3) 

Total FDI in Georgia 941.9 1758.4 1019 

FDI in Kvemo Kartli 14.4 55 44.5 

% in total 1.5% 3.1% 4.3% 

Source: Geostat 

 

Referring to FDI distribution by kind of economic activities, two sectors were dominating in 2015 - 

59% of FDI in Kvemo Kartli was in mining and 37% in manufacturing.  

 

Due to the nature of business activities developed in Kvemo Kartli, there is huge export potential in the 

region. The number of Kvemo Kartli companies exporting products in 2014-2015 was 127.  

 

The rehabilitation of infrastructure became the Government’s priority in the recent period and a number 

of important projects were implemented in this sector. The Kvemo Kartli region was no exception in 

this respect. Improvement of roads is an issue that has been partially solved but not in all the districts so 

far.  

 

The Kvemo Kartli region neighbors Armenia and Azerbaijan. There are 7 border check points in the 

region, 4 check points with Armenia (vehicle checkpoints: Guguti, Akhkerpi, Sadaklho and Sadakhlo 

Railway checkpoint) and 3 border check points with Azerbaijan (vehicle checkpoints: Tisteli Khidi, 

Vakhtangisi, and Gardabani Railway checkpoint). The goods, which are mainly related to agriculture, 

are carried by motor cars as well as semi-trucks and trucks. 

 

Agriculture in Kvemo Kartli 
 

Georgia is rich in the tradition of agriculture and has substantial agricultural potential. Agriculture has 

played an important role in the preservation of its unique identity, self-sufficiency and economic 

development, but today agriculture and food production is lagging well behind the development of 

other parts of the economy. Agriculture provides a potential route for helping many Georgians out of 
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poverty and for improving livelihoods. Agriculture is important because some 50% of the labor force is 

engaged in agriculture, with approximately 85% of them self-employed. Economic diversification away 

from agriculture is difficult for many rural families in the short-to-medium term and yet a commercial 

farm requires much higher capitalization that a subsistence one. The real growth rate of the agricultural 

sector, including forestry and fishing in 2013 was 11.3% and 1.5% in 2014. It is clear, however, that the 

sector, while having considerable potential for contributing to economic growth and income generation, 

still faces many challenges. 

 

Generally speaking, Georgian agriculture lacks market orientation, commercial planning, contracted 

relationship, qualified human resources, capital, access to veterinary and plant protection services, 

storage facilities, and a developed land market. State funding as well as private financing is not 

sufficient for the development of infrastructure. These problems are common in the Kvemo Kartli 

region too. 

 

Using the preliminary results of the 2014 Agricultural Census, we can estimate that more than 58% of 

households listed in Kvemo Kartli classify as agricultural holdings.18 

 

Family-produced agricultural products are the only income for many households in the region. Since 

more than 62% of the population in Kvemo Kartli is rural, an understanding of the economy of the 

region is essentially dependent on an understanding of the agriculture sector. Cereal and vegetable 

cultivation, as well as animal husbandry are the priorities for the region’s development. According to 

the Study of Social and Economic Conditions and Attitudes of the Kvemo Kartli Population, conducted 

by the Institute of Social Studies and Analysis (2012), the local people in Kvemo Kartli believe that the 

region’s population has the skills best suited for agricultural development. 

 

Kvemo Kartli is the leading region in Georgia by average yields of potato (13.5 tons/hectares), haricot 

beans (0.9 tons/hectares), melons (29.6 tons/hectares) and annual grasses (3.2 tons/hectares). The 

region is second biggest producer after Samtskhe-Javakheti by average yield of vegetables (10.3 

tons/hectares) and second biggest producer after Guria by average yield of corn (3.0 tons/hectares). 

Value chain diagnostics for vegetables is given in annex 4. 

 

Kvemo Kartli is the absolute leader in the production of eggs among Georgia’s regions. 52% of the 

total eggs (286.1 million pieces) produced in Georgia are produced in the Kvemo Kartli region. Besides 

this, Kvemo Kartli is the largest meat producer compared to other regions of Georgia (12.1 thousand 

tons, 22% of total), including leading in poultry meat production (6.2 thousand tons, 41% of total). In 

addition, Kvemo Kartli is the second largest producer of potatoes, milk, cattle milk and wool. Kvemo 

Kartli is famous with its different varieties of cheese. The most famous and unique local cheese is 

Tenili, which is made from sheep or cow’s milk. The value chain diagnostics for cheese is given in 

annex 4. 

 

The production statistics for agricultural products are shown in table 4.  
 

Table 4. Production of annual and permanent crops in Kvemo Kartli, 2013-2014 

Annual Crops 

  
                                                           
18 Agricultural holding: any economic unit engaged in agricultural production, without regard to the scale of production, 

legal status of the unit and the tenure form of agricultural assets. 
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  2013 2014 

Production of Wheat (ths.tons)  10.7 7.9 

Production of Barley (ths. tons) 1.2 2 

Production of Maize (ths.tons)  23.5 22.2 

Production of Haricot Beans  

(ths. tons)  1.7 1 

Production of Potato (ths.tons)  91.3 55 

Production of Vegetable (ths. tons) 53.8 37.8 

Product of Melons (ths. tons) 3.7 3 

Production of Annual Grasses 

 (ths. tons) 1.4 2.3 

Production of Perennial Grasses 

 (ths. tons) 28 19.5 

Permanent Crops 

    2013 2014 

Production of Fruit (ths. tons) 7.4 6.2 

Production of Pome Fruit (ths. tons) 1.7 1.3 

Production of Stone Fruit (ths. tons) 1.4 1.2 

Production of Subtropical Fruit (ths. tons) 4.2 2.4 

Production of Apples (ths. tons) 1.2 1 

Production of Plums (ths. tons)     0.6 0.2 

Production of Cherries  (ths. tons) 0.4 0.7 

Production of Peaches (ths. tons) 0.1 0.1 

Production of Walnuts (ths. tons) 0.5 0.3 

 

Production statistics of animal husbandry is shown in the table 5. 
 

Table 5. Production of animal husbandry in Kvemo Kartli, 2013-2014 

  2013 2014 

Production of Meat (in slaughtered weight, ths. tons) 7.0 12.1 

Production of Beef (in slaughtered weight, ths. tons) 3.5 2.3 

Production of Pork (in slaughtered weight, ths. tons) 0.6 2.4 

Production of Sheep and Goat Meat  

(in slaughtered weight, ths. tons) 0.9 1.0 

Production of Poultry Meat (in slaughtered weight, ths. 

tons) 1.9 6.2 

Production of Milk (mln. liters) 102.8 114.8 

Production of Cattle Milk (mln. liters) 100.8 112.6 

Production of Sheep and Goat Milk (mln. liters) 2.0 2.2 

Production of Eggs (mln. pieces) 257.4 286.1 

Production of Wool (ths. tons) 0.3 0.4 

Production of Honey (ths. tons) 0.2 0.3 
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Various donor organizations and international projects aim at capacity building for beneficiaries in 

agriculture and agribusiness sectors, in particular the capacities of farmers and private companies. For 

example: 

 

- OXFAM – the lead agency, (with implementing partners) “Towards a new direction – Supporting 

agricultural cooperation in Georgia.” The area of assistance is agricultural cooperatives. This is an 

integrated program of cooperative development and capacity building, technical trainings and 

demonstration units, networking support with state and private sector service providers and market 

actors, as well as advocacy to promote positive changes in the policy and the regulatory framework in 

agriculture;  

 

- United States Agency for International Development (USAID)-funded project Restoring Efficiency 

to Agricultural Production (REAP). The project is designed to increase income and employment in 

rural areas by delivering firm-level investment and technical assistance to expand the operation of 

existing smallholder farmers and rural enterprises. The project will facilitate the entry of new 

agribusinesses and input suppliers, including machinery service providers, storage facilities, 

sorting/grading centers, and small and medium scale processors to improve the availability of high-

quality inputs and services, and strengthen markets for agricultural goods and services;   

 

- Project “Capacity Building to the Agriculture Cooperatives Development Agency (ACDA)” is part 

of European Neighborhood Programme for Agriculture and Rural Development (ENPARD) 

Programme and, therefore, its overall objective is the same as is ENPARDs and is as follows: to 

contribute to increasing food production in Georgia and reducing rural poverty. The project purpose is 

to strengthen institutional capacity and skills of ACDA, to institutionalize continued training programs 

for registered cooperative managers and management leaders, to strengthen the management capacity 

and install proper governance of registered cooperatives and to improve understanding among 

cooperative members of the meaning and purpose of cooperative enterprises and an increased sense of 

ownership of their cooperatives. Project activities cover the entire territory of Georgia. 
 

Assessment of the economic potential of Kvemo Kartli  
 

The objective of this study was to describe the market opportunities and challenges for cooperation 

between the Kvemo Kartli region in Georgia and Tavush region in Armenia. The study also aimed to 

identify areas that might be interesting for the development of trade relations between the regions and 

to further investigate these areas. 

 

Taking into consideration the location of Georgia and its infrastructure, the priority area of cooperation 

will be stimulating trade by collective processing. This means transferring some inputs into the Kvemo 

Kartli region from Armenia, where it would be processed not only for the Georgian market, but also for 

the EU, Turkey and other priority markets. The same practice could be implemented vice-versa, using 

the Tavush region for collective processing to access the Eurasian Economic Union market. 

 

The focus on agriculture and agribusiness is common for a country like Georgia and a region like 

Kvemo Kartli where agriculture remains the primary business for households and the largest employer. 

The same should apply to the Tavush region of Armenia, however further research needs to be 

conducted in this regard. Therefore, the processing of agricultural products is more likely to be one of 

the key areas of cooperation between these bordering regions. Eggs, meat, milk, potatoes and 
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vegetables, some fruits and vegetable products (tomato paste, pickles, sauce, jams, salads, etc.) are the 

products Kvemo Kartli region needs to encourage to export. But at the same time, it is quite 

challenging for rural farmers/primary producers of those products to comply with the sanitary and 

phyto-sanitary standards imposed by the EU Association Agreement. 

 

At present, not all of Georgia’s agricultural products comply with the EU’s food safety regulations or 

those of other countries. Under the DCFTA, the reform of Georgia’s food safety regulations will aim at 

ensuring that its food products meet international standards. By doing so, it will improve the safety of 

Georgian consumers and increase exports of Georgian foodstuff. The DCFTA envisages some 

exceptions to free trade. One is the anti-circumvention (anti-fraud) mechanism. Some products are 

subject to this rule, like beef, pork and sheep meat, poultry meat, dairy products, eggs, cereals, sugar, 

mushrooms etc.  

 

The companies located in the Kvemo Kartli region, produce and export a variety of products, including 

manufactured products. The list of manufactured products is given in Chapter 2. The big exporter 

companies of Kvemo Kartli produce and export copper, gold, steel, re-bar, steel pipes, ferro-silicon 

manganese, ammonia, nitric acid, ammonium nitrate and sulfate, sodium cyanide, semi fabricate pet-

preforms. Some products are in the list of top exported products to Armenia (cyanide). 

 

Based on this study, we can identify the priority sectors for further investigation and analysis: 

agriculture and agribusiness, manufacturing of chemicals and chemical products, heavy industry 

(metallurgy, basic and fabricated metals), manufacturing of construction materials and mining. The 

value chain diagnostics for armature is given in annex 4. 

 

Annex 1 provides information on the survey sample. The total number of exporting companies from 

Kvemo Kartli is 127 however only 30 companies are conducting exports in the above-mentioned 

selected sectors. The sample given in annex 1 includes all exporting companies (30 companies from the 

selected sectors) and potential exporting companies. The companies are ranked by selected sectors and 

by turnover. The survey analysis is given in annex 2. 

 

In order to assess the export potential of particular products, price comparisons between the two regions 

should be analyzed. Incentives for trade will be created in the areas where goods have major price 

differentials. Prices could be similar for some products, but the incentive for trade will always exist due 

to the trade opportunities given by access to the EU market for Georgian business and by access to 

Eurasia Economic Union market for Armenian business. For agricultural products, seasonality and the 

quality of harvest will help trade to develop. In addition, in order to have successful cooperation, 

farmers and producers on both sides will need business advisory services, access to financial resources. 

 

Conclusions and recommendations 
 

This study identified the priority sectors for further cooperation between two regions. These sectors are: 

agriculture and food processing, manufacturing of chemical products, metallurgy and manufacturing of 

basic and fabricated metals, manufacturing of construction materials. The survey (annex 1, annex 2) 

showed that all respondents need the regular upgrade of their equipment or machineries. There is an 

obvious need for new business contacts not only for access to the market but also for the upgrade of 

machinery and receipt of new investments. New business relations may lead to an increase in demand 

and the volume of production. 
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Most of the problems faced by companies are related to insufficient sales and access to the market.  

 

Most of the respondent companies want to cooperate with Armenian companies and many want 

investments from Armenia. This is a good signal for the potential of development and cooperation 

between the countries and regions. 

 

The main recommendations are:  

 

- Develop an information campaign for improving the access of up-to-date information among 

local companies in order to help make these companies aware of existing preferential trade regimes; 

- Foster cooperation between Georgian and Armenian companies. Assist companies in 

establishing direct contacts with counterparts in the neighboring country. This could be achieved 

through holding cross-border business initiatives, such as networking meetings and various product 

fairs. These initiatives could lead to potential joint ventures. The new contacts will lead to new business 

opportunities for the companies of both countries; 

- Promote cross-border economic and as well as cultural cooperation among bordering municipalities 

for trust and confidence building;  

- Set up the channels of information, web platforms to foster information exchange between two 

neighboring countries. Information exchange should concentrate on investment opportunities, 

prices, availability of some investment goods and preferential trade regimes of each country;  

- Conduct trainings of local companies to improve marketing practices aiming at improvement 

marketing practices and company-customer communication; 

- Conduct analysis of production and export potentials of Kvemo Kartli companies and compare it to 

the existing demand in Armenia;  

- Prepare analysis of demand on investment goods as well as on equipment and machinery of Kvemo 

Kartli companies and compare it to the production of Armenian companies. 

 

Sector-specific recommendations 
 

The survey results showed the obvious willingness of cooperation in case of both regions. 

Representatives of all the selected sectors are interested in mutual cooperation in trade, investment and 

experience sharing.  

 

As the study also highlights particular sectors, the value chain diagnostics of some specific products 

(tourism, vegetables, chees, and armature) is given in Chapter 4. The Tourism sector is one of the 

priority areas and has potential for joint collaboration between the two regions. Recommendations for 

the tourism sector will be following: 

 

 The Georgian National Tourism Administration needs to start negotiations with the Armenian 

Tourism Agency to strengthen cooperation between tourist companies and operators in the two 

countries to better promote the Kvemo Kartli and Tavush regions; 

 There are some specific experiences of providing very special tourist services in each country. 

Cooperation at the national level is important for experience sharing; 

 There is only one Tourism Information Center in the region, located in Bolnisi. The aim of the 

Center is to promote the tourist destinations of Georgia and particular tourist destinations of Kvemo 

Kartli. The information about tourist destinations of Armenia and Tavush could be disseminated 
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through the Bolnisi Tourism Information Center. The same practice should be supported in the 

Tavush Region; 

 There are some national festivals and exhibitions in both countries (in Georgia’s case the wine, 

cheese festivals) and participation in these national festivals will be beneficial for farmers of both 

countries; 

 Organizing joint festivals in the two regions will help local service providers, especially farmers, to 

present the products and services they provide. This will be essential for transforming agricultural 

establishments into agro-tourism subjects (cheese, honey, vegetables, meat products, wine, eggs 

etc.); 

 Cooperation could be strengthened between the popular restaurants in the two regions, aiming at 

inclusion of Georgian food in the local restaurants of Tavush and vice versa – including Armenian 

food in Georgian restaurants in the Kvemo Kartli region. 

 

Recommendations for the agricultural sector and agribusiness (including vegetables and cheese) are as 

follows: 

 

 The main recommendations for the agricultural sector consist of developing a marketing campaign 

to promote and brand Georgian vegetables and cheese. The same recommendations could be 

applied to the Tavush Region as well;  

 For the expansion and development of trade between Kvemo Kartli and Tavush, trade promoting 

facilities for the agricultural sector will help not only Georgian and Armenian farmers but also the 

consumers of both countries, who would benefit from the opportunities. More specifically, new 

investments are needed in greenhouses, cold storages and post-harvest facilities; 

 Market access should be increased by creating new linkages between Georgian and Armenian 

producers and exporters through visits, joint conferences, business councils etc. The business 

associations of both countries can lead the process and the local governments of both regions would 

support the establishment of the cooperation format; 

 A mechanism should be set up for information exchange on ongoing tendencies of the agricultural 

markets, especially information exchange on prices of particular agricultural products in the 

markets of both regions.  

 

Referring to industry, manufacturing of chemical products, metallurgy and manufacturing of basic and 

fabricated metals, manufacturing of construction materials are identified as priority sectors for the 

Kvemo Kartli Region. The value chain of armature is explained in detail in annex 4, since armature is a 

product having input from metallurgy and is used as a construction material. Besides, armature is 

exported outside of Georgia and Armenia is one of the export destination countries. The following 

recommendations could be made for industry in general: 

 

 Create a business advisory service which will help Georgian producers who want to export to 

Armenia. The survey has already identified many Georgian producers willing to export to Armenia 

or have business relations with Armenian counterparts; 

 Organize business tours to Armenia, especially for those companies who want to have business 

contacts with Armenian business; 

 Organize business forums and consultations between the companies of Kvemo Kartli and Tavush. 

Already existing business associations in both countries could be used in this regard; 

 Create a database on the industrial potential of Kvemo Kartli and share it with Armenian 

businesses.  
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Annex 1.  

Survey sample 
 

 

  

Number of Active 

Enterprises 

Number of Selected 

(sampled) 

Enterprises 

Number of Reserved 

Enterprises 

Total number of companies 317 50 25 

Including: 

   
Agriculture 38 10 5 

Food processing 123 10 6 

Manufacturing of Chemical Products 12 10 2 

Metallurgy and Manufacturing of 

Basic and Fabricated Metals 27 11 6 

Manufacturing of Construction 

Materials  117 9 6 
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Annex 2.  

Survey Results and Analysis 
 

Based on the Baseline Study on the Economic Potential of Kvemo Kartli, the priority sectors for further 

investigation and analysis have been identified. Those sectors are: agriculture and food processing, 

manufacturing of chemical products, metallurgy and manufacturing of basic and fabricated 

metals, manufacturing of construction materials. Table 1 gives the information on the sample of the 

survey. 

 

Table 1. Survey Sample 

  

Number of Active 

Enterprises 

Number of Selected 

(sampled) 

Enterprises 

Number of Reserved 

Enterprises 

Total number of companies 317 50 25 
Including: 

   
Agriculture 38 10 5 

Food processing 123 10 6 

Manufacturing of Chemical Products 12 10 2 

Metallurgy and Manufacturing of 

Basic and Fabricated Metals 27 11 6 

Manufacturing of Construction 

Materials  117 9 6 

 

Companies for the sample were listed according to their turnover. This means that the survey was more 

focused on large companies which play an important role in the formation of regional value added. 

Some of the selected companies play an important role in the formation of sectoral value added for the 

whole economy of Georgia. The distribution of respondent companies by size is given in the chart 

below: 
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The total number of companies participating in the survey was 48 (41 Limited Liability Companies, 5 

Joint Stock Companies and 4 Individual Entrepreneurs). The sectoral distribution of these companies is 

the following: 

 

Table 2. Sectoral distribution of the survey 

Agriculture and Food Processing 20 

Manufacturing of Chemical Products 11 

Manufacturing of Construction Materials 9 

Metallurgy and Manufacturing of Basic and Fabricated Metals 8 

 

Production capacity and machinery 
 
Almost all companies have a capacity to produce more than their actual output and 12 of them produce 

less than half of their capacity (4 companies from agriculture and food processing, 4 from 

manufacturing of chemical products, 3 companies from manufacturing construction materials and 1 

company from metallurgy and manufacturing basic and fabricated metals). All these companies use 

production machinery. The results of the survey indicate that a large number of enterprises are still 

using outdated technologies and therefore, are having difficulties efficiently carrying out their 

activities. Consequently, the replacement/modernization of that equipment and machinery could 

significantly increase their production capacity. 

 
Challenges and problems  
 

What kind of problems and challenges does your business have? 

 

Three main challenges and problems can be highlighted as the most important. These are -insufficient 

sales, difficulty accessing the market, and lack of financial resources. A sectoral distribution of 

companies by challenges and problems is given in the charts below: 
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As seen from this chart, 30 companies listed other challenges and problems. 5 companies responded 

that low prices in global, regional and domestic markets are an impediment for the business, while GEL 

devaluation is a major problem for 4 companies. Other problems and challenges listed by the 

companies are: price increase on investment goods, poor infrastructure such as roads, water supply, 
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ecological problems, tax legislation and a decrease in aggregate demand, low access to locally-

extracted raw materials.  

 

However, the main issue identified among enterprises is the absence of competition in the domestic 

market, particularly an excess of low-quality imported goods or a surplus of products manufactured on 

the basis of low quality intermediate goods imported from abroad. Thus, the final products are offered 

at lower prices to the customers.  

 

However, we should point out that, in many cases, product safety and quality control is not carried out 

by the Georgian government. As a result, a low level of awareness among customers about the 

standards in product safety and quality leads them to choose low cost consumer goods. One of the best 

examples of this sensitive issue is cheese production/meat production by SMEs located in the Kvemo 

Kartli region, where cattle breeding plays a key role in rural development. 

 
Business improvement opportunities  
 

How can your business improve? 

 

The top three business improvement opportunities are: new contacts with foreign businesses, purchase 

of new machinery and new investments. These opportunities are interrelated with each other. For 

example, new contacts with foreign companies will directly affect the investment opportunities and 

purchase of new machinery and equipment. The sectoral distributions of these three main opportunities 

are the following: 
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Other opportunities to improve business are: improvement of business relations in the local market, 

stabilization of GEL, simplification of import duties, improvement of competition in the local market, 
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availability of new technologies, increase of retail prices, export to the new markets, availability of 

low-interest business loans. 

 

Referring to the existing issues at the production stages, 22 companies responded that they do not have 

any problems. Some of the companies claim the non-availability of capital goods, variation in import 

parity prices due to GEL devaluation, a lack or low quality of the local primary goods, high electricity 

tariffs, power outages, and a lack of access to the market due to an excess of low-cost imported 

products and difficulties of finding new customers. 27 companies responded that they do not have any 

problems in the sales stage while other entrepreneurs mentioned low quality of service and difficulties 

in company-customer communication. 

 
Business relations with Armenian companies 
 

Does your company have business relations with Armenian companies? 

 

 

The sectoral distribution of the 10 companies that have business relations with Armenian companies is 

the following: 
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Willingness to cooperate with Armenian companies 
 

Do you want to cooperate with Armenian companies? 

 
 

The sectoral distribution of the 33 companies that want to have business relations with Armenian 

companies is the following: 

 

 
 
Willingness to gain investments from Armenia 
 

16 companies wish to gain investment from Armenia. The sectoral distribution of these companies is 

shown in the chart below. 

Are you interested in gaining investment from Armenia? 
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Business processes where companies want investment from Armenia 
 

Companies listed several business operations in which they are willing to gain investments from 

Armenia, including:  

 processing of non-organic wastes; 

 plastic bottles and bags; 

 processing machinery; 

 paper processing machinery;  

 construction of food processing factory; 

 upgrading of agricultural machinery; 

 production of wheel stones; 

 cheese ingredients, production technologies, specialists;  

 fresh fruit import from Armenia; 

 fish breeding, processing, technologies; 

 slaughterhouse. 

Some companies are interested in the investment to get access to the Armenian market.  

 

The number of companies whose products are exported 
 

Are your products exported? 

 
16 companies from 18 carry out export activities by themselves. 
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Export destination countries 
 

Companies produce various products. The top export destination countries are Azerbaijan, Armenia, 

Turkey and the Russian Federation. A large amount of export goes to Ukraine, the U.S., Turkmenistan, 

Iran and Kazakhstan. Some export goes to Kuwait, Belarus, France, Greece, Egypt, Malaysia, Cyprus, 

Vietnam, Thailand, CIS countries, EU countries, African countries, and South American countries. One 

company is conducting negotiations with the Armenian side to export to Armenia.  

The list of products exported to Armenia is as follows: steel construction materials, steel pipes, 

armature, lime, ammonium, cyanide, ammonium sulfate, nitric acid, oxygen, poultry.  

 

The number of companies familiar with the preferential trade regimes  
 

Do you know about the preferential trade regimes (FTA, GSP, DCFTA) from which Georgian 

companies can benefit? 

 
Out of 19 companies, which know about the preferential trade regimes, 16 know about the FTA, 5 

about GSP and 13 about DCFTA. 11 companies out of 29 which do not know about preferential trade 

regimes are companies whose products are exported and 10 of them export by themselves. 

 

The number of companies using preferential trade regimes  
 

The number of companies using preferential trade regimes is 5. 3 companies use the GSP/DCFTA and 

only 1 company uses FTA. 
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Interest in exporting to Armenia 
 

Are you interested in exporting to Armenia? 

 
 

The sectoral distribution of those 33 companies who want to export to Armenia is the following: 

 
This high interest in exporting to Armenia by Georgian producers is caused by the intention to diversify 

sales markets in the short-term period, while through the long-term strategies they envisage a 

sustainable growth in their production volume. 
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Information about preferential trade regimes of Armenia 
 

Do you know about the preferential trade regimes of Armenia (Eurasian Economic Union)? 

 

 
 
Importing investment goods 
 

Are you importing any investment goods used in production? 

 

 

Import origin countries of investment goods 
 

The top import origin country for investment goods is Turkey. A large amount of imports come from 

Ukraine. There are some imports from China, the Russian Federation, Austria, Germany, Italy, 

Armenia, France and the U.S. A small number of imports come from Kazakhstan, Azerbaijan, Bulgaria, 

Iran and India. Some steel pipes come from Armenia. 
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Main findings 
 

As all respondents are involved in manufacturing and processing, all of them are using some type of 

production machineries. This means that all of them need regular upgrading of their equipment or 

machineries.  

 

All respondents indicated that they produce lower (some of them much lower) outputs than their 

production capacity. New business relations may lead to an increase of demand and the volume of 

production. More than half of the respondents listed new business relations and the purchase of new 

machinery as business improvement opportunities. Slightly less than half of the respondents said that 

they need new investments. So, there is an obvious need for new business contacts not only for market 

access but also for the upgrade of machinery and receipt of new investments.  

 

None of the respondents denied any problems or challenges. Only 3 respondents refused to answer. 

Major problems are related to insufficient sales and market access. There are problems related to 

marketing and difficulties in company-customer communication. 

 

38 companies out from 48 do not have business relations with Armenian counterparts. 33 companies 

want to cooperate with Armenian companies and 16 are interested in receiving investments from 

Armenia. This is a good signal for the need of development of cooperation between the countries and 

regions. 

 

The companies listed several business operations in which they are willing to see investments from 

Armenia, including: processing of non-organic wastes, plastic bottles and bags, processing machinery, 

paper processing machinery, construction of a food processing factory, upgrading of agricultural 

machinery, production of wheel stones, cheese ingredients, fresh fruit import from Armenia, fish 

breeding, slaughterhouse. Some companies are interested in the investment to gain access to the 

Armenian market. This is very valuable information and needs to be shared with Armenian 

counterparts.  

 

Only 4 companies are already exporting to Armenia. The list of products exported to Armenia is as 

follows: steel construction materials, steel pipes, armature, lime, ammonium, cyanide, ammonium 

sulfate, nitric acid, oxygen, poultry.  

 

Only 19 companies are familiar with preferential trade regimes for Georgian producers and only 5 of 

them use one of these regimes. More than half (11) of the 19 companies produce export-oriented 

products. This number shows that there is a need for disseminating more information to promote the 

existing preferential trade regimes. 

 

30 companies want to export to Armenia but only 6 know about the preferential trade regime of 

Armenia. A greater information flow between the companies of the two regions is needed.  

 

33 companies import investment goods from abroad and only 1 company imports it from Armenia. This 

part needs to be investigated further in order to reveal business opportunities for both sides. 
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Product safety and quality control is not carried out by the Georgian government. At present, not all 

Georgia’s agricultural products comply with the EU’s food safety regulations or those of other 

countries. Under the DCFTA, the reform of Georgia’s food safety regulations will aim at ensuring that 

its food products meet international standards. By doing so, it will improve the safety of Georgian 

consumers and increase exports of Georgian foodstuff. It is important that Georgian companies are 

supported throughout the process to ensure a smooth transition process, and special emphasis should be 

placed on technological upgrades and access to extension services.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Annex 3.  
 

Tourism value chain diagnostics  
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Vegetables value chain diagnostics (potato, onion, eggplant, pepper, tomato) 
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Number of producer companies: 3 companies from the sample, 1 LLC and 2 individual entrepreneurs. 

Only potato is exported to Armenia and Russia. 
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Cheese value chain diagnostics  
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Number of producer companies: 3 companies from the sample, 2 LLC and 1 individual entrepreneur. 

Cheese from Kvemo Kartli region does not go to the export markets. 
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Armature value chain diagnostics  

 

 

 

 

 

 

 

 

 

 

 

 

 

  

 
 

 

 

 

 

 

 

 

 

 

 

Number of producer companies: 3 large companies from the sample (LLCs).  
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Cross-border Economic Development is co-funded by the European Union within the framework of the  

European Partnership Territorial Cooperation (EaPTC). 
 

 

 

 

 

European Partnership Territorial Cooperation opens an opportunity for Eastern Partnership countries to identify 

and jointly address common challenges in their border regions towards sustainable economic and social 

development at local level.  

EaPTC comprises four territorial cooperation programmes: Armenia-Georgia, Azerbaijan-Georgia, Belarus-

Ukraine and Moldova-Ukraine.   
 

  

 

 

 

 

 

 

 

 

 


