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Executive Summary

Georgian soil and climate are favourable for broccoli production. Although horticulture in Kvemo Kartli
(Lower Kartli) is mainly represented by potatoes, grains and vegetables, the region also produces
broccoli, and there are even villages where commegmiatluction of this plant constitutes the main
source of income for farmers.

The main goal of this study is to conduct a value chain analysis of broccoli in the Kvemo Kartli region
YR SELX 2NB (GKS LINRPRdAzOG Q& SELRNI thiednd yeseareht 2y
conducted for this study includes desk research, 22 individual interviews and 5 focus group meetings.

Statistics show that the global production of broccoli and cauliflower is on the increase. Thus, more
than 25 million tonnes of broctiowere produced in 2016. The largest producers of broccoli and
cauliflower are China and India.

Production levels of broccoli and cauliflower in Georgia are inconsistent. Over the past several years,
production has been lower than in 202D12. In spiteof the production levels, broccoli is exported

to neighbouring countries (Azerbaijan, Armenia) in low quantities. As with many other products,
broccoli imports significantly exceed the exports.

The price of Kvemo Kartproduced broccoli is quite lowompared to other regions and to imported
broccoli. This should help the competitiveness of the Kvemo Kartli product. However, stable
production of broccoli cannot currently be achieved in Kvemo Kartli throughout the year, which
substantially reduces compéteness.

Broccoli is represented on the Georgian market in the form of the following four products: broccoli
heads, broccoli puree (for children), broccoli microgreens and organic broccoli juice.

The main participants in the broccoli value chain are:

Sippliers (distributors, stores) of seeds, plant protection products, fertilizers, etc.;
Broccoli producing farmers;

Intermediaries and storage/refrigeration facilities;

Exporters and importers;

Market retailers;

Retail stores (supermarkets, pharmacies);

Pracessors;

9 Local and foreign consumers.

= =4 =4 4 -4 A 4

There is a noticeable shortage of contractual relationships between the main participants in the chain.
Auxiliary participants include farmer service centres, the Food Safety Agency, international NGOs and
projects furded by them, associations (e.g. Export Development Association), educational institutions,
financial institutions, insurance and transport companies.

With regards to costs and revenues, the profit margin for broccoli on the local market is 76, but
reduced to 40% in the case of exports in the light of the current low productivity.

The study shows that broccoli is a high profit margin vegetable that currently has a lower export
potential than a potential to substitute imports. This is due to thiéowing factors:
9 Broccoli imports substantially exceed its exports;
1 Compared to other vegetables, the price (and the profit margin) of broccoli on the local
market is high, and there is demand for it throughout the year;
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f Against the background of Georida S O2y 2YA O SPSt2LIYSyidz Al A&
Ay (KS LRLMzZFGA2yQa AyO02YS gAafft €SIR G2 I 3INZ
diet).

Exportrelated difficulties are caused by the following factors:

f European countries are among tée2 NIt RQa f I NES&ad LINRPRdJdzOSNA 2F 0o

1 High levels of production in the European Union account for relatively low prices that
Georgian broccoli struggles to compete with (taking the transportation and certification costs
into account);

1 Low productivity inGeorgia increases transportation and certification costs per unit of
product.

Development of the broccoli sector and its export potential requires combined efforts by farmers, as
well as public, private and negovernmental sectors. These efforts mustdimed at implementing
modern technologies to increase productivity; implementing exemplary food production practices;
developing refrigeration, storage and processing facilities; and increasing awareness about the health
benefits of broccoli among the pofation.
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1. Introduction

Agriculture holds a significant position within the Georgian economy. It is particularly important for
regional development, as the majority of the rural population is employed in the field of agriculture
(42% of the national ladur force is listed as being seimployed in rural areas).

The main goal of this study is to conduct a value chain analysis of broccoli in Kvemo Kartli, which
involves studying this sector in detail and determining its future development prospects. Udhe st
focuses its attention on the opportunities and difficulties derived from the Deep and Comprehensive
Free Trade Area (DCFTA) Agreement for this sector.

Georgian soil and climate are favourable for broccoli production. Although broccoli is currently not
regarded as a widely used agricultural product in Georgia, and there is a lack of statistical information
about the volume of production in the country, demand for broccoli is growing both in Georgia and
across the world, as evidenced by increased glpladuction and land coverage. The average annual
production growth is 2.9%, while the average land coverage growth rate i$.2.6%

Although horticulture in Kvemo Kartli is mainly represented by potatoes, grains and vegetables, the
region also produces bccoli, and research revealed that there are even villages where commercial
production of this plant constitutes the main source of income for farmers. Broccoli is often produced
together with cauliflower, and the statistical information presented in tkisidy represents
aggregated data for broccoli and cauliflovfer.

1 Growth rate based on Food and Agriculture Organisation (FAO) da281612016.
2No separate statistical information is gathered about broccoli by either GeoStat or FAO.
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2. The Aim of the Study

The main goal of this study is to analyse the value chain for broccoli in Kvemo Kartli together with civil
420AS8G& 2NBlIyYyAal A2y as | pbBntiddh thd EitdpeanNIBionimrket. LINR R dz(

The chief priority is to determine the existing capabilities within the chain, in ordaraximise the
added value. The analysis aims to determine how to make the broccoli production process more
effective, sustainable and profitable on the national and international markets.

More specifically, the analysis aims to:
() Study the broccoli produin process;
Identify the participants in the broccoli value chain;
Determine the links between the participants;
Analyse the costs and the revenues;
Determine the potential of broccoli on the European Union market;
Determine the strengths, weaknessepportunities and threats associated with the
production and sales of broccoli (SWOT analysis);
Devise recommendations for the development of the broccoli sector.

€ E€E€EEE

€

The main goal of the analysis is to determine the prospects for broccoli production, in torder
ultimately maximise the creation of added value within the chain and make broccoli production
profitable for the farmers in the region. Furthermore, this study aims to strengthen the local civil
socieiesy, in order to ensure that they can conduct sesearch independently in the future.
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3. General Issues Regarding the Trade with the European Union

In 2014, the European Union signed a Deep and Comprehensive Free Trade Area (DCFTA) Agreement
with Moldova, Georgia and Ukraine. The agreement came fotoe in June 2016, and the
aforementioned countries were granted a transitional period of 10 years in which to establish a free
trade regime.

Advantageous trade agreements have been signed by Georgia in the past. It is a member of the World
Trade Organdtion, and benefits from trading with the other member states. Furthermore, Georgia

has a free trade regime with the CIS countries (Ukraine, Azerbaijan, Armenia, Russia, Moldova,
Kazakhstan, Kyrgyzstan, Uzbekistan, Turkmenistan); a free trade regimeinkigki; e GSP agreement

with the United States, Switzerland, Norway, Canada and Japan; ancbiiesbGSP PRiagreement

with the European Union. However, DCFTA differs from the other agreements, as it aims not only to
deepen the trade relations betweene@rgia and the EU, but to bring Georgia closer to the European
a0FyRINRAE YR KIFINY2yAasS GKS O2dzyiNBQa fS3IAaftl Az

DCFTA consists of fifteen chapfetsut in the process of devising its recommendations, the European
Commission identifie four priority areas: technical trade barriers, sanitary and phytosanitary
measures (food safety), intellectual property rights and competition, of which the first two are
particularly relevant for this study. These priority areas will be discussed d@tegrdetail in Chapter

9.

3¢ KS 9dzNBLISIY ! yA2yQa ySg acadsSy 27 twuindStd &pol yp@T6on difierert  t £ dza =
products to the EU without paying customs dutielp to 3600 Georgiamade products are subject to discounted tariff

payments under the same programme.

4 Deep and Comprehensive Free Trade Area Agreement (DCFTAg, itBwww.dcfta.gov.ge/ge/agreement


http://www.dcfta.gov.ge/ge/agreement
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4. Methodology of Research

The following main methods have been used during research:

91 Desk research: analysis of articles, reports, statistics, etc.;

9 Fieldwork: focus groups involving broccoli producers, as well as indivitealiews with
farmers, suppliers and representatives of information/consultation centres, NGOs and the
private sector.

A total of 22 individual interviews and 5 focus group meetings took place.

The following qualitative value chain tools have been usdflis study:

1 Identification of priorities during the selection of the value chain.

9 llustration of the value chain.

1 Analysis of the management, coordination and control mechanisms, which involves analysing
the formal and informal institutions, regulatisrand standards associated with the broccoli
sector.

1 Analysis of the opportunities to modernise the chain.

An analysis of costs and revenugdetermination of the added value created on each step of the
value chain for each participagtwas conducted awell.

Representatives of the Kvemo Kartli civil society took an active part in the research process. They
actively participated in the process of selecting the product for research, as well as in the subsequent
field works.

Selecting the Product for Rearch
Selection of the product (crop) for research was carried out through discussions with civil society
organisation representatives, experts, local action groups and individual farmers. The meetings
focused on the products produced in Kvemo Kartli, sasthoney, blackberries, animal products,
potatoes, onions, garlic, tomatoes, cabbage, strawberries, carrots and beetroot. Once the list of
products relevant to the region was composed, the following two groups of items were excluded:

1. Products that are noturrently allowed on the EU markemost animal products (apart from

wool, honey and fish)
2. Products that have already been researched (honey, onions, potatoes, tomatoes).

By excluding the aforementioned categories, the list was reduced to the foljpwik products:
blackberries, garlic, cabbage, strawberries, carrots and beetroot. The products were assessed based
on the following criteria:

1 Export potential on the European Union market;

9 Potential to substitute imports;

i Potential to create added value;

1 Relevance to the regiogsuitable soil and climate conditions, production experience.

The products were assessed on a scale of 1 to 5 for each criterium, whereby 5 denoted a strong level
of satisfaction of the criterium, while 1 denoted a weak level ¢i&zction.

5dzS G2 GKS FI OG0 dKId GKS LINRPRA2OGQa LRISYdGAlt 2y
export potential was afforded the most weight (0.35), followed by the potential to substitute imports
(0.25), the potential to create added lua and relevance to the region (0.2 each). The weights were
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used for weighing and adding the points allocated to each product. Based on this principle, cabbage
(more specifically, broccoli) was selected as the product for research.

4.1 Desk Research ahikldwork

Desk research included sourcing and analysing the existing literature (reports, articles, statistics). The
following forms of data were collected:

w Characteristics and origins of broccoli;

w Production at international level

W Prices;

() Main characteistics (major crops, economic characteristics) of the Kvemo Kartli region;
W Trade statistics (volume of export/import, costs, partner countries);

w Characteristics of the EU marRet

Having selected the subject of research, individt
interviews were conduetd with broccohlproducing
farmers, as well as representatives of the public, priva
and nongovernmental sectors. The first individué
interview took place on 6 October 2017, while most &
the other interviews were conducted in January 201§

The groups brespondents are listed in the table belo

Tablel. List of individual interviews

# Respondent Group Number of Method
Interviews
1 Suppliers of Raw Materials (Agricultural Suppl 3 Direct
Stores)
2 Farmers 9 Direct
3 Refrigeration and/or Export 2 Direct
4 Processors 1 Telephone
5 Experts 1 Direct
6 Export Development Association 1 Telephone
7 Information/Consultation Centre 3 Direct
8 Transport Company 1 Direct
9 Food Safety Consultation Company 1 Telephone

Note: Both refrigeration facilities are also conducting exports

As for the focus groups, their meetings took place between October 2017 and February 2018. The
groups included between 4 and 7 participants and were mixed in terms of gender and ethnicity. The
participants usually represented a single village in one of the municipalities, although in some cases,
a number of villages were represented in a single focus group, as seen in the table below:

5 Production data unavailable for Georgia.
6 EU Trade Helpdesk, 20t &ittp://trade.ec.europa.eu/tradehelp/


http://trade.ec.europa.eu/tradehelp/
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Table2. Focus group features

FocusGroup # Number of Municipality Villages
Participants

Focus Group 1 (Test) 4 Marneuli Kizilajlo
Focus Group 2 6 Marneuli Shulaveri

Tsalka Sakdrioni, Sameba, Gantiac
Focus Group 3 8 Gumbati, Darakovi, Tsalka
Focus Group 4 6 Marneuli Kizilajlo
FocusGroup 5 6 Tsalka Gantiadi, Tsalka

4.2 Research Limitations

The study has several limitations:

1 The relatively low number of individual interviews and focus group meetings does not permit
generalisation of the collected data. The low number of interviews and meetings was
conditioned by the fact that broccoli is not a major crop in the region, andetlage few
producers.

9 Shortage of statistics about the production and consumption of broccoli across the country.
Data is only available in aggregated form (for headed cabbage, cauliflower and broccoli).

1 Lack of experience in exporting broccoli to tHé. Eince most broccoli exports from Kvemo
Kartli go to Armenia rather than the EU, data about exports to the EU (transportation,
certification) are not available at regional level. This makes it difficult to assess the potential
for exporting broccoli tole European Union.
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5. General Overview of the Broccoli Sector in Georgia and Globally

Broccoli originates in Southern Italy. According to the latest data, it was obtained by the way of
selection as early as in th& Bentury BC. Today, broccoli is foumidlely in France, Canada, the United
States, Japan and other countries.

Broccoli has a higher nutritional value than cauliflower, containing numerous vitamins, minerals and
microelements. It is therefore recommended to include broccoli in the dietldtgefring heads and
sprouts are the main edible parts.

5.1 Global Broccoli Sector

According to the statistics, global production of broccoli and cauliflower is growing. Thus, more than
25 million tonnes of broccoli were produced globally in 2016 Egare 1).

Figurel. Global production

PRODUCTION: CAULIFLOWER AND BROCCOLI

26

25

24

23

2

2
g
19

2010 2011 2012 2013 2014 2015 2016

MILLION TONNES
N

—

o

Source: FAOSTAT, 2018

The sown area is also growing, having reached just under 1.35 million hectares in 2016.

7 http://agrokavkaz.ge/dargebi/mebostneoba/brokeiirokolismovlamoghvanistegnologia.html
8 http://agrokavkaz.ge/dargebi/mebostneoba/brokelirokolismovlamoghvanistegnologia.html


http://agrokavkaz.ge/dargebi/mebostneoba/brokoli-brokolis-movla-moqhvanis-teqnologia.html
http://agrokavkaz.ge/dargebi/mebostneoba/brokoli-brokolis-movla-moqhvanis-teqnologia.html
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Figure2. Global sown area
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The largest producers of broccoli and cauliflower are China and India, accounting for more than 80%
of the global production between them. The list of top 5 global producers also includes the United
States, Spain and Mexico. Notably, one lod targest producers is a European Union country (see
Figure 3).

Figure3. Largest global producers
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Source: FAOSTAT, 2018

Egypt is the leading country with regards to productivity (46 tonnes/ha), followed by Jordan (42
tonnes/ha) and Iran (41 tonnes/ha). The top 5 countries also include Cyprus and Bahrain.
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Figured. Productivity
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Based on the data, the average global producer price has been quite stable, amounting 808700
per tonne over the last 6 years.

Figure5. Producer prices
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With regards to international trade, tharlgest exporters in terms of both value and volume are Spain,
Mexico, the United States, France and Italy. Once again, we must note the presence of three EU
countries in the top 5, indicating the strength of the field within the EU.
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Table3. Largest exporters of fresh or frozen cauliflower and broccoli

Country 2013 2014 2015 2016 2017
Export by volume (tonnes)
1 Spain 297,049 360,874 368,159 368,615 359,231
2 Mexico 171,703 179,459 233,843 245,023 272,035
3  United States 129,478 124,431 103,235 153,481 122,372
4 France 158,486 141,393 143,395 95,768 145,861
5 ltaly 66,139 63,751 66,811 89,283 83,114

Source: trademap.org, 2018

The international trade database includes 24 importer countries. The top 5 countries in terms of
import value and volume are presented in the table below.

Table4. Largest importers of fresh or frozen cauliflower and broccoli

Country 2013 2014 2015 2016 2017
Import by volume (tonnes)
1 United Kingdom 182,584 151,743 161,158 154,083 123,849
2 Canada 85,018 77,994 75,221 98,541 104,889
3 Germany 67,359 73,714 73,837 64,028 79,086
4 Malaysia 56,579 60,456 60,625 57,076 60,719
5 France 49,925 47,995 50,450 55,823 52,712

Source: trademap.org, 2018

It is notable that 13 out of 24 countries (54%) are European Union members. For specific information
about the EU market, see Chapter 9 of the report.

5.2 Overview of the Brocc@8ector in Georgia

No separate data is available for broccoli production in Georgia. The following is the aggregated data
for headed cabbage, cauliflower and broccoli:

Figure6. Production level in Georgia

PRODUCTION: HEADED CABBAGE, CAULIFLOWER AND BROCCOLI
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Although global production is consistently growing, the same is not the case in Georgia. As the graph
shows, production levels are quite inconsistent, and over the past several years, production has been
lower than in 20132012. It is difficult to say whaaused this decrease.

Due to the shortage of statistics, we have no information about broccoli production by region. It is
therefore impossible to identify the largest broceptioducing regions in the country.

With regards to international trade, thienport of cauliflower and broccoli in Georgia considerably
exceeds the export, which usually takes place between December and March. In 2017, however,
exports were also conducted between August and November.

Figure7. Georgiarimport and export by value

Source: GeoStat, 2018

Georgian broccoli is mainly exported to neighbouring countries. During the last 4 years, the main
export market was Azerbaijan. Notably, the majorityref exported broccoli in 2014 went to Armenia
(61%), and in 2016 to Ukraine (89%).
































































































