


 2 

INTRODUCTION 
 
This report was generated from the assessment of prospective market opportunities for 
agribusiness products from Armenia in the Gulf markets of the United Arab Emirates, 
Kuwait and Bahrain undertaken by the Armenia Agribusiness SME Market Development 
Project (ASME) funded by United States Agency of International Development 
(USAID).  
 
During February and March, 2002, an ASME team led by Mr. Henry Harmon, an 
international marketing expert, carried out a market review tour in the Gulf States of 
United Arab Emirates (UAE), Kuwait, and Bahrain to assess opportunities for Armenian 
agribusiness products in this region. The purpose of the assessment was to analyze 
regional trade within the Gulf States area has the potential of offering opportunities to 
expand market size, provide markets for Armenian production, and promote market and 
product diversification.   
 
Under direction of Mr. Henry Harmon, who has extensive experience in market reviews 
and market analyses around the world, Armen Matosyan had a chance to receive practical 
exposure to the export market situation during this effort. Following, the market tour and 
assessment this report was generated jointly by Mr. Henry Harmon and Armen Matosyan. 
 
 

EXECUTIVE SUMMARY 
 
The Gulf Market for Armenian agribusiness products is limited by high input 
and transport costs to those products for which physical cost is not a major 
component of perceived value:  
 

• Armenian agribusiness marketers to the Gulf States markets need to 
differentiate Armenian products by focusing on non-price attributes such 
as quality and flavor.  

 
• Armenia needs to differentiate itself by “telling a story:” the ancient 

culture, community ties to Lebanese and Syrian and other Arab Diaspora 
communities, the fabled Silk Road, heirloom varieties developed for 
flavor (as opposed to shipability), exotic origins, and ecological purity.  

 
• This goes beyond branding and relates to creating an experience and new 

knowledge for the consumer. Brands should be tied together under the 
umbrella of the “Armenian story.” Examples can be found in the 
marketing of Jamaican Blue Mountain and Hawaiian Kona coffees, 
marketing for upwards of $50 per pound in a commodity coffee market of 
less than 50 cents. The coordination of the “story,” with the development 
of brands under the story generates a revenue multiplier for the 
producers. 

Discussion: 
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1. In the latest year(s) for which data are available, the Gulf markets imported more 

than US$ 4.6 billion worth of agribusiness products. 
 
2. None of this came from Armenia, although in the current year 2 Armenian 

products have begun to appear in the UAE consumer markets: mineral water and 
salami/sausages. 

 
3. The Gulf markets are two tier – a mass market that is price sensitive and which 

generally consists of the major (immigrant) portion of the population, and a much 
smaller, quality oriented segment to which price is largely irrelevant.  

 
4. The high costs of generally imported inputs (packaging material, cans, bottles, 

sugar, pesticides, seed, fertilizer), and the small farm size which increases the cost 
of collection, coupled with high transport costs to access the Gulf markets, imply 
that mass market agribusiness products are not likely to succeed unless they are 
highly differentiated, and can command a price premium, especially since land 
and sea transport must pass through areas where competing products can be 
produced more cheaply. 

  
5. There are niche markets for fresh and processed specialty food and agribusiness 

products in each of the Gulf States examined in which quality and product 
differentiation is more important than price. This is consistent with developed 
Western markets where consumers typically rank quality first in preference to 
price, which is generally ranked 4th or 5th. Other high-ranking attributes are 
freshness, appearance, packaging, nutrition and safety/health.  

 
6. Armenia is landlocked and transport times and costs by sea and/or land are both 

prohibitively expensive and unrealistic. 
 
7. Airfreight costs are relatively reasonable but capacity is limited. 

 
8. Product differentiation in the traditional marketing and promotion sense, 

accompanied by the telling of the Armenian “story” may allow for significant 
penetration of Gulf markets for premium products. That this is possible can 
perhaps best be illustrated by pointing to the success of product differentiation 
and story telling in the marketing of the historic commodity of coffee. Both 
Jamaica Blue Mountain and Hawaiian Kona (the origin being the story) have 
coffees selling at prices in excess of $50 per pound (such as Wallingford Estates) 
at a time when the world coffee market is less than 50 cents.  

 
9. Recommended Armenian products for the Gulf markets: 

 
a. Dried and dehydrated fruits and vegetables – especially apricots, peaches, 

apples, figs and cherries, sun dried tomatoes for the consumer market, and 
dehydrated vegetables for the processing and manufacturing market 
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b. For the consumer market, target high labor content place packed as 
opposed to throw packed fruits, and attempt to develop a market for the 
uniquely Armenian “sujuk,” as well as a new formulation and market for 
preserved young walnuts, perhaps as an accompaniment to meat  

c. Herbal teas and tisanes for both the Gulf and world markets – there is 
opportunity for unique positioning with flavor qualities, hand harvesting, 
heirloom varieties, organic, medicinal traditions and folklore etc. This is a 
market at its initial stages in the UAE, with “health and nutrition” shops 
just starting to make an appearance 

d. Extremely high quality baby vegetables and fresh and dried herbs 
positioned for the HRI (hotel, restaurant and institutional) trade 

e. Gourmet quality flavored oils and vinegars – walnut oil, raspberry and 
tarragon vinegars, other specialty food products 

f. Selected cut flowers 
g. Heirloom varieties of seeds, seedlings, nursery plants  
h. Fruit syrups, essences, essential oils and flavorings – highly concentrated 

for the flavoring and perfumery markets 
 
Armenia is at best an unknown factor in the Gulf markets, at worst a country with a poor 
reputation for consistency, quality, and honesty. The development of a “story” to detract 
from the current negative impression, and to reinforce the opinion of the trade that there 
is official and serious support for Armenian agribusiness, may help ease the transition of 
Armenian agribusiness into the Gulf markets. 
 
 
 

METHODOLOGY 
 
While a through assessment of all agribusiness opportunities will be useful to Armenian 
processors, this analysis limits its efforts to those sectors/sub-sectors where the DAI-
ASME project is focused.  This analysis is focused on those products with strong market 
potential and high margins.   
 
In identifying assessed product lines, primary and secondary lists were developed.  While 
the focus was on the higher priority primary list, product lines on the secondary list and 
new product development also were assessed during the review.  The analysis considers 
the possibility of establishing strategic linkages with larger, more commercial Gulf State 
processing/distributing companies keen on expanding their sources of supply.  Other 
opportunities that encourage partnership with Armenian companies, whether they be joint 
ventures or investments or simply sourcing agreements, were also reviewed as an 
approach to boosting Armenian exports into the Gulf States region. 
 
Furthermore, this study addresses various regulatory and policy constraints that might be 
discouraging trade and preventing the full realization of the potential to expand exports of 
Armenian products. 
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The methodology involved in this report: 
• Examination and observation of agribusiness in Armenia to better understand 

capabilities, constraints and limitations 
• A triangulated quantitative and qualitative study to: 

o Gather secondary market data on imports from Government sources. The 
individual country reports and annexes rely heavily on US and host country 
government data and materials  

o Conduct primary research and interviews with importers, wholesalers, 
distributors, retailer, processors and producers, as well as HRI (hotel, 
restaurant and institutional) operators 

o Directly observe market activity  
 
• Because of the overwhelming importance of Dubai and the UAE, most time and 

effort was devoted to this market: 
• it is the most accessible of the 3 markets 
• it is the most developed in terms of marketing , marketing infrastructure, 

number of stores, etc 
• it is the leading Gulf market – if you can sell in Dubai/UAE, you can sell 

anywhere in the Gulf 
• it is the most resource full – Dubai acts as the marketing center for the rest 

of the Gulf. Bahrain and Kuwait draw on Dubai as their source 
 

BACKGROUND 
 
Armenia is a FSU country with limited natural resources, and is about the size of the 
State of Maryland in the U.S. It does not have large amounts of arable land available, 
(approximately 494,300 hectares). In the lower levels (esp. the Ararat plains), it has rich 
and deep soils but at higher elevations soil depth is shallow. 
 
According to FAO, in 1999 there were 321,000 farms operating on 458,936 hectares, for 
an average of 1.42 hectares per farm. (The FAO report cites an average farm size of 2.2 
hectares consisting of three separate parcels). However, the distribution of farm sizes is 
variable, ranging from .61 hectares in Ararat marz, with intensive irrigated high value 
cropping, to 3.0 hectares in Syunik marz with more extensive crop and livestock systems. 
 
Agricultural share of GDP stands at about 30%, and the main crops are wheat, barley and 
potatoes, serving as cash and subsistence crops, and vegetables, fruits and grapes, serving 
as cash crops. National livestock numbers are estimated at 452,000 cattle, 488,100 sheep 
and 49,200 pigs. 
  
With the collapse of the former Soviet Union and the geopolitical and economic turmoil 
this brought about, and the advent of a severe drought in 2000, this former breadbasket of 
and supplier to major markets in Russia and the CIS turned to subsistence farming. In the 
years since independence from the Soviet Union, farmers have uprooted or torn out tree 
crops for fuel and to obtain land for subsistence crops, neglected pasture and livestock 
fodder production, and, where possible, emigrated, to pursue other opportunities. 
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Crop yields are low, and starting in 1991 annual food crops increased at the expense of 
fruits, vegetables, vineyards and perennials, etc. 
 
Concerted efforts are now underway to: 

• Halt rural to urban migration 
• Increase farm incomes 
• Improve crop diversification 
• Decrease reliance on former Russian and CIS markets 
• Decrease emigration 
• Improve knowledge of additional opportunities for new products and new 

markets, especially those in close proximity 
 
This report is part of the effort to improve knowledge of additional opportunities for new 
products and new markets.  
 
 
 

ECONOMIC OVERVIEW OF THE GULF STATES 
 
The transformation of the Gulf States from sleepy desert hamlets to modern city-states 
and countries has been nothing short of remarkable. In the last 10 years alone, fantastic 
changes have taken place especially in Dubai and the UAE, and the Gulf now boasts 
living conditions and business development second to none. 
 
The vision of the rulers coupled with the resources to accomplish those visions have 
resulted in, for example, the establishment of an Internet City of more than 200 firms and 
40,000 workers in less than 5 years. Living standards are extremely high, especially for 
the native population, and the shopping malls, supermarkets and infrastructure available 
are world class.   
 
The statistics are staggering: population increases of 35 times for the UAE since 1950, 
the expenditure of $2 trillion to triple literacy levels and add 20 years to average life 
expectancy, and subsidized housing and health care. In the years since 1988 - 1998, 
imports have tripled in the UAE from 31.8 million UAE Dirham to 98.2 million.   
 
The three Gulf States of Bahrain, Kuwait and the United Arab Emirates are all oil 
dependent and to a greater or lesser degree have each met with varying success in 
diversifying their economies from dependence solely on oil to other industries. In the 
case of the UAE, it is probably the most highly diversified of the three, followed by 
Bahrain, which has diversified into banking and now tourism, and finally Kuwait, which 
has diversified into aluminum and overseas investment to guarantee its future wealth and 
the income of its citizens. From Table 1, it can be seen that these three tiny nations, with 
a combined population of 5 million people, import more than $35 billion dollars worth of 
products each year, of which $4.6 billion is agribusiness products from worldwide 
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sources. With their desert climates and paucity of water, these nations are almost totally 
dependent on others for food and agricultural products.  
 

Table 1 
Total Imports and Imports of Agribusiness products 

(In millions of US$, latest year available) 
 

Country Year Total Imports 
(US$ millions) 

Imports of 
Agribusiness Products 

UAE 1998 25,397 3,300 
       Dubai 1998       18,425       2,300 
Bahrain 2001 2,694 529 
Kuwait 1999 7,536 770 
Total   35,627 4,599 

 
From Table 2, it is evident that Armenia is not sharing in the growth and wealth of these 
markets to any degree: total imports to the Gulf from Armenia in the years shown 
consisted of less than $1 million worth of scrap copper, and no agricultural or 
agribusiness products 
 
 

Table 2 
Armenia’s Exports and Share of Market Selected Gulf Countries 

(In millions of US$) 
 

Country 
 

Total 
Imports 

 

From 
Armenia 

Imports of 
Agribusiness 

Products 

From 
Armenia 

UAE 25,397 1 3,300 0 
       Dubai       18,425      1       2,300 0 
Bahrain   2,694 0    529 0 
Kuwait    7,536 0    770* 0 
Total  35,627 1 4,599 0 

 
 
The UAE 
 
The UAE, and especially Dubai and Abu Dhabi, are the marketers dream: self-contained 
markets with outstanding infrastructure, well- developed marketing channels, world class 
shopping facilities and an educated population with high disposable incomes. Of the three 
countries examined the UAE is the most well diversified and least dependent on oil, 
making it less “cyclical” than Kuwait and Bahrain. It is also the most varied in terms of 
origin of the population, with many expatriates with high incomes from all over the world 
in addition to the wealthy indigenous population. 
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From the standpoint of Armenia, this is the target in the Gulf:  it can be relatively easily 
serviced from Yerevan, is easy to travel back and forth to, has a significant Armenian 
community, has diplomatic representation, and acts as a magnet for other Gulf States. It 
also has the highest per capita GDP of the three countries and is the point from which 
goods are distributed to other countries such as Oman, Iran and Iraq, Qatar and even 
Saudi. From personal experience, it can be readily demonstrated that there has been a 
recent 2nd wave of migration from the NIS/CIS countries to the UAE. The dietary 
patterns of this 2nd wave would be quite similar to Armenia’s, thus providing a slight 
additional boost.  
 
Kuwait 
 
Kuwait has a slightly lower per capita GDP figure, but personal visits leave one with the 
feeling that this is the “purest” of the original Bedu tribes: proud almost arrogant native 
Kuwaitis with substantial incomes and neither need nor desire to be employed at anything 
other than what they would like to do. This is the most conservative of the three countries 
in terms of religion, politics, dress, etc. and yet is the country that can best be described 
as understated elegance for the native population, poverty/subsistence for the expatriate.  
The 42 cooperatives are the key to this market and they do not parallel import: they 
source all their products from local distributors and agents. 
 
Bahrain 
 
The most “British” of the three, and the country with the longest exposure to oil wealth, 
Bahrain has a much more “democratic” society – most taxi drivers are Bahraini, for 
instance, whereas none are in Kuwait. Bahrain also has the feeling of a country that is 
fairly well settled and pleased with the way things are – there is not the frenetic rush to 
build anew, such as is seen in Dubai and Kuwait.   

 
 

MARKET OVERVIEW 
 
Table 3 hints at the attractiveness of the Gulf markets to major and minor food and 
agribusiness companies and marketers: a market size of 5 million people, each spending 
almost $1000 per year on imported agribusiness products ($902, to be exact).  
 
Assuming an average family size of 4, this means that each consuming family unit is 
worth almost $4000 in imports per annum. Segregating the market even further, however, 
it is important to note that 65% of the market in the UAE, 35% in Bahrain and 57% in 
Kuwait are expatriates.   
 
Direct observation and an examination of the age and sex specific cohorts of population 
in each of these markets leads to the conclusion that there are in effect two socio-
economic markets in each country. The first group includes indigenous Gulf Arabs and 
expatriate executives with high incomes and substantial wealth who purchase to fulfill 
psychological as well as physical wants and needs and whose major purchase criteria do 
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not include price. The second group consists of a much larger group of immigrant 
laborers from the Philippines, India, Syria, Iran, Egypt, Pakistan, etc. who purchase to 
fulfill basic needs and whose primary criteria is price: high quantity, low price is the 
market preference. This group tends to be transient, remit earnings to home, be in single 
status and consume as little as possible, with what they do consume being based almost 
exclusively on price. This market segment has the greatest demand in absolute size but 
the inability to pay for non-physical traits makes them unattractive to Armenian 
producers given current constraints.  
 
 

Table 3 
Selected Characteristics of the Gulf Markets 

 
Population (000’s)  

 
Total 

 
Expatriate 

 
Per Capita Income 

 

Imports of 
Agribusiness 

Products 
(US$ mln.) 

UAE 2,407  1,576 $22,800 3,300 
      Dubai         2,300 
Bahrain    645  228 $15,900    529 
Kuwait 2,042  1,160 $15,000    770* 
Total  5,094  2,964  4,599 
 
Observation of consumer shopping behavior and shopping formats (hypermarkets, 
supermarkets, cooperatives, string streets vs. malls, etc) shows that the actual income 
figures are highly skewed, with the indigenous Arab population being extremely well 
recompensed, while the average expatriate is surviving on laborers wages.  
 
While actual statistical data reflecting income distribution were not obtainable, it may be 
inferred that the average native of the Gulf countries examined has an income level that is 
a significant multiple of the average shown, and that therefore each family unit has 
purchasing power parity GDP of a multiple of the $4000 per annum for imported foods. 
 
To some extent the three Gulf States visited may be characterized as having more than 
half the workforce in country on a “temporary basis”. The most recent statistics published 
in the Economist (Mar 23, 2002) show that Bahrain has 64% of its workforce as 
expatriate, Kuwait 81% and UAE 90%. It was also noted that 93% of the 200,000 
indigenous Kuwaitis who have jobs work for the government, while 98% of the 900,000 
people employed in the private sector are expatriates. 
 
 
 
 

WESTERN AND WORLD MARKET TRENDS 
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• The trend to organic is accelerating from the standpoint that where organic is on 
offer at the same price consumers will choose that, but they continue to be 
unwilling to pay much if any of a price premium 

• Consumers are demanding “natural” – i.e. zero or minimal additives and 
preservatives. 

• Low sugar, low fat claims are important: even though they may not be reflected in 
consumer behavior, they are important selling points to the trade   

• HMR (home meal replacement) continues its strong showing as both food 
processors/manufacturers and retailers strive to minimize in-home preparation 
time and skill levels required 

• Paradoxically there is a growing “slow food” movement arising as a backlash to 
the preeminence of “fast food” and its attendant detraction from “family values” 

• Traceability is becoming of more and more concern in those markets with strong 
torte and legal liability issues. Increasingly even retail chain stores want to be able 
to identify down to the individual farm level the source of the products they sell 
and to have the ability to identify which herbicides, pesticides and chemicals were 
used at what points in the growing cycle etc. This tends to mitigate against the 
small farmer in favor of the large producer, who is more likely to keep the 
required records.    

• Similarly there is a growing tendency to contract for a full season’s production, 
but the contractual relationship is such that it passes the risk to the farmer: in the 
event of an inability to supply, the purchaser has the right to purchase replacement 
product from any source available at open market prices or higher 

• The retailer is now on top of the “power equation” and the processors, brokers 
and middlemen have lost control of the market channel/structure. This means that 
even in markets such as UAE, it is often necessary to “buy” shelf space in the 
supermarket – stocking and new store opening fees of US$ 3000 per SKU (stock 
keeping unit) for 2-3 outlets, and $4000 for an “end cap” (end of aisle display) 
were cited 

• Some of the high per capita GDP/ aging farmer population countries such as 
Taiwan, Japan, are increasingly turning to other countries to supply them with 
semi-processed goods. 

 
 

 
OVERVIEW OF POTENTIAL PRODUCTS 

 
In each of the markets surveyed an attempt was made to gather data on each of the 
primary and secondary sectors shown below. 
 
Priority Sectors 
Fresh and Processed Fruits and Vegetables. Fresh fruits and vegetables represent an 
opportunity for Armenian agribusiness only where they have an outstanding reputation 
for flavor (apricots, wild berries) or where specialized and differentiated fruits and 
vegetables required by the market (baby vegetables, high value horticultural produce such 
as asparagus, Portobello mushrooms, truffles) can be provided or where there are contra 
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cyclical windows of opportunity when competing producers are not in the market. By 
definition fresh fruits and vegetables would have to be of sufficient value to justify air 
shipment.  
 
Processed fruits and vegetables would appear to offer little opportunity for the mass 
market since the high dry container cost adds more than $2 per case (approximately 10 
cents per can), and the product would have to be transported right through areas 
producing competing products at lower costs – especially for transport. Differentiated 
higher value processed products such as Armenian dried apricots to which a story could 
be attached (the Latin name of the apricot is Prunus Armenicus) might profitably be 
exported to the Gulf. 
 
Cut Flowers. Cut flowers suffer from previous attempts to export to Dubai, where it was 
noted that the foliage (leaves) were dusty/dirty, the stems were not of the proper size and 
the blooms were past their prime. Also the variety of roses was not the one the market 
wanted. It was noted that the market is for big flowers – i.e. large blooms.  
 
The marketing of cut flowers requires the presence of cold storage at the airport, as well 
as the training of handling personnel and airline crew to keep cargo holds at the proper 
temperatures.  
 
Discussions with florists and observations of the flower markets indicate that there is a 
possibility of cut flower exports to all three of these countries. Indeed, in Kuwait it was 
the nightly custom to provide bed turndown with an orchid on the pillow. In this market, 
price is not a consideration, opulence is. 
 
The Dubai/UAE market is for (in descending order) roses, carnations, sunflower, 
chrysanthemums and gerbera.  
 
In Kuwait there exists a fairly extensive nursery plant, seedling and landscaping industry, 
which provides everything from ready to plant flowers, to shrubs and even trees. This 
market deserves further exploration.  
 
Dried fruits and Vegetables. Dried fruits and vegetables received the most positive 
response from wholesalers, distributors and retailers. Armenia is already somewhat 
known for its dried apricots and to a lesser extent dried peaches. As can be seen in the 
accompanying tables, however, there is competitive dried fruit originating in India, Iran, 
Syria and Turkey. There was immediate interest in Armenian dried apricots, peaches and 
cherries – one supermarket chain buyer kept the samples of dried fruit while releasing all 
other products as being of less than immediate interest.  
 
Product sampling of dried apricots from various sources revealed retail price differentials 
ranging from 29 cents per 500 grams to almost $6, with the differential dependent on 
perceived, not necessarily actual, quality. This illustrates that there is a market for ultra 
high quality Armenian fruit. 
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The traditional major use of dried vegetables is in the production of soups and noodle-
based dishes. As the Gulf States increase their local production of processed foods, there 
should be opportunities for Armenia to build on its existing strengths in drying and 
dehydration techniques.  The sole exception to dried vegetables that represents an 
immediate opportunity is that for sun dried tomatoes into both the up-scale consumer and 
HRI trade.   
  
Juices and concentrates. Juices are generally low value products for which there is 
intense competition in the Gulf States.  
 
Armenian juices, while they also come under processed fruits and vegetables, suffer from 
the fact that they do not include the most popular juices on the market, and do not offer a 
complete product line. The most popular juices in the Gulf market are orange, grape, 
apple and for the mass market tropical flavors such as mango, guava, pineapple, etc. 
There is a small market for fresh juice shipped chilled by air. 
 
Jams, Jellies and Preserves. This category of products represents little opportunity for 
mass-market production since almost all the elements of production must be imported 
and then re-exported. The one possibility that would appear to exist is for high fruit 
content/low sugar fruit spreads, with intense flavors. This type of product fetches a 
premium price in the upper end market. 
 
Cheese. In Kuwait there were many displays of Egyptian, Cypriot and Lebanese cheeses. 
Since these were trucked in, the problem would be to develop specialty cheeses from 
Armenia, again with a “story”: more than one executive chef inquired about sheep and 
goat cheeses.  In Dubai, comments were that Armenian cheeses were too “tangy” for 
most of their customers 
   
Processed Meat. Evidence that the high quality, high value added approach provides a 
marketing opportunity was provided by the fact that during our trip to Dubai a deal was 
announced between a leading supermarket chain oriented to the expatriate trade and an 
Armenian producer for the purchase of processed meat products. Further expansion of 
this deal is expected if Dubai Municipality could be influenced to lift its ban on 
Armenian meats for BSE and FMD (see below) and if an acceptable method for Halal 
Certification could be found. The solution to the Halal Certification issue depends on 
Dubai Municipality, which must decide who an approved certifying body would be. 
 
Beef from Armenia is currently not allowed into UAE and Gulf markets due to the fact 
that Armenia is considered at high risk for bovine spongiform encephalitis (BSE or mad 
cow disease) and foot and mouth disease (FMD). In addition, there are problems with 
Halal Certification – beef imported into UAE does not have to be Halal but this severely 
limits the market. It was admitted by importers that the lack of certification meant the 
payment of a small “fine” to customs to get the shipment cleared. It was also noted that 
the Certificate of Origin that must accompany each meat shipment must be attested to by 
the Embassy of an Arab Country.   
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Wood and Wood Products. A Sharjah company with UAE contracts to construct houses 
expressed interest in Armenian furniture and kitchen cabinets.  
 
Throughout the Gulf States there is a continued building boom – this is fueling demand 
for home and office furniture, as well as for construction grade lumber and wooden 
cabinetry of high quality. This should represent a substantial opportunity for Armenian 
producers, who should consider the possibility of joint venture, strategic alliances, etc.  
There was also some interest in high quality wooden presentation boxes for premium 
priced gifts. 
 
Secondary Sectors 
Honey. While US Embassy and ATO sources stressed that there were market 
opportunities for honey, store visits showed more than sufficient facings. World market 
reports show an oversupply of honey world- wide, and the honey that was observed in the 
marketplace was differentiated as being organic, or from single sources such as clover, 
etc. Armenian honey apparently does not have the possibility of being differentiated.  
 
Fish and Crayfish. The Gulf market is for sea fish, since these are all fishing countries. 
The only interest in fresh water and crawfish would be for the specialized up scale HRI 
trade.  This might represent a small but lucrative trade.  
 
Herbs and herbals. One company in Sharjah was packing herbal teas for Lipton. They 
may have an interest in mint, hibiscus and thyme, which was currently being sourced 
from Iran. 
 
Rose hips, and rose petal water are used extensively throughout the Gulf for both 
beverage and baking uses, the latter particularly during Ramadan. Almost every store 
visited, from small to large, stocked bottled rose water and rose hip beverages. Rose hips 
and petals are currently being processed in Armenia. 
 
Processed fruits and vegetables for manufacturing. A dairy in Al Ain indicated an 
interest in confits (fruit and sugar only, no preservatives), for the production of yogurt for 
the retail market. The addition of preservatives would kill the bacterial culture used in 
producing the yogurt. This dairy was quick to focus on the marketing possibilities of the 
“heirloom varieties” and superior fruit flavor profiles of Armenian product. 
 
Note, however, that as with concentrates and juices, Armenian product and producers 
suffer from lacking a complete range of flavors, especially the most popular. This 
particular dairy mentioned apple, peach and raspberry, all potentials for Armenia, but 
future requirements would undoubtedly require tropical and citrus flavors.  Buyers want 
to deal with single source suppliers who are able to supply their complete needs: this 
simplifies administration, allows for the negotiation of the best price and credit terms and 
for the consolidation of the various flavors and other inputs to reduce transport costs. 
 
Mineral Water. Since all of the examined markets are desert countries, by definition 
there is a dearth of potable water sources. While significant investments are being made 
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in desalination facilities throughout the Gulf, the priority is on furnishing water for 
agricultural and industrial uses, and treating effluent to reduce the requirement for new 
water. Retail consumer demand is for bottled spring and mineral water. It is probable that 
the up-scale consumer mistrusts or has a poor image of desalinated water and since 
he/she has the ability to pay for “quality” water, there will continue to exist a market for 
imported bottled water. Armenian spring water with a story attached could find a market 
share if positioned as a medicinal/pharmaceutical/health beverage. A distributor in Dubai 
handling both pharmaceutical and food products expressed some interest in positioning 
Armenian spring water as an over the counter “medicinal” available through newly 
developing health food channels.  
 
 

MARKET STRATEGY 
 

Almost without exception the strategy for agribusiness producers and processors in 
Armenia should be to introduce their products in Dubai. From Dubai, which is the 
broadest and most well organized of the markets, their selected agents can roll out the 
product first to the other Emirates and then to Bahrain and Kuwait, if there is sufficient 
opportunity. Dubai has the additional advantage of a sizable Armenian community, to 
give products a “kick start.” 
 
Distributors noted that initial marketing channel support is more important than 
advertising and promotion in introducing new products in the Gulf.  Funds should be 
made available for slotting fees, demonstrators and sampling trials, etc.  
  
Almost without exception the strategy for agribusiness producers and processors in 
Armenia should be to introduce their products in Dubai. From Dubai, which is the 
broadest and most well organized of the markets, their selected agents can roll out the 
product first to the other Emirates and then to Bahrain and Kuwait, if there is sufficient 
opportunity. Dubai has the additional advantage of a sizable Armenian community, to 
give products a “kick start” by pulling product through the channels of distribution. 
 
Dubai is also the market of choice for initial development since residents of the other 
Gulf States frequently travel there on shopping expeditions. Seeing Armenian products 
already on the shelves in Dubai would ease their acceptance in other Gulf states. 
 
Distributors noted that initial marketing channel support is more important than 
advertising and promotion in introducing new products in the Gulf.  Funds should be 
made available for slotting fees, demonstrators and sampling trials, usage suggestions and 
recipe cards, etc.  
 
 

CONSTRAINTS 
 



 15 

Regulatory 
1. GCC Food Safety and Ingredients.   While the GCC countries have established 
uniform recommended practices, in actuality each of the GCC members retains a great 
deal of autonomy in deciding which of the practices it wishes to enforce. In general the 
most important and widely followed practices are those promulgated by the Municipality 
of Dubai. For that reason, some detail has been spent in the Dubai portion of the report 
discussing the requirements of that particular Emirate: generally, if you fulfill the Dubai 
requirements you fulfill the requirements in each of the countries studied, but it is 
stressed that you should check with your agent or importer first to insure compliance with 
locals laws. 
     
2. Armenia is currently classified as a high-risk country for BSE (Bovine Spongiform 
Encephalitis)(“Mad cow disease”) and FMD (foot and mouth disease). In the Gulf States 
this means that Armenian beef and beef products (such as sausage) are effectively barred 
from the market.  
 
3. In the GCC countries the shelf life requirements (see the applicable country reports) 
are generally much more conservative than those required even in the US, and are rigidly 
enforced. There is a requirement, for instance, that one half of the shelf life must be 
remaining when the product reaches the market. This could inhibit the marketing of some 
products – especially the semi-perishables. 
 
 
4. Armenian Customs and Export Certification: Armenian agribusiness companies noted 
that it is very time consuming to visit each of the Government offices concerned to obtain 
the necessary signatures to export products. One company noted that before they could 
export, some 4 different permits were required. One permit was from the Ministry of 
Agriculture and required 2 days (and 2 trips) to obtain, one from Ministry of health (3 
days and 2 trips) Chamber of Commerce (one day) and finally Customs. Since Customs 
is located some 20 minutes from the airport, an additional inconvenience is met with. 
Each of these permits required the provision of physical samples. 
 
Production and Availability to Market Constraints  
1. The change in policy from centrally planned to private sector oriented economies 
resulted in decreased domestic and export demand for Armenian farmers. This in turn 
forced a switch to subsistence as opposed to cash crops, reducing the quantity available 
for market. Productive capacity needs to be rebuilt.  
 
2. The high cost of credit limits agribusiness options: in export markets where business is 
largely conducted on open credit terms of 30 days and longer, agribusiness risks and 
exposure as well as credit expense make export markets comparatively unattractive. This 
in returns reduces agribusiness willingness to market, especially in export markets. A 
largely subsistence agricultural economy is dependent on immediate cash. 
 
3. The small farm size means that an assembly function needs to be performed to obtain 
sufficient supplies of any crop for export or for processing. Government policy provides 
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that where a “middleman” performs this function, an additional tax must be paid: 
processors who purchase direct from growers can reduce their costs. This policy inhibits 
agricultural development by placing the burden of collection/assembly on the 
processor/exporter, probably limiting the geographic extent from which he is willing to 
purchase inputs, and by inhibiting the establishment of effective distribution systems. 
 
4. The lack of credit inhibits the development of cash crops, which require higher input 
costs. By definition subsistence crops are not generally for processing and certainly not 
for export. 
 
5. Farmers are in a survival mentality: there is a paucity of hope. The trick will be to get 
them to abandon low value subsistence crops for high value export crops. This again 
limits crops available for market and/or for processing. 
 
Economic Constraints 
1. The small farm size and the small firm size in the agribusiness sector coupled with the 
lack of credit, limit expansion of agribusiness to new investment or the reinvestment of 
what little profits, if any, are available from the previous season. 
 
2. The agribusiness sector is almost totally dependent on high cost imported materials for 
inputs: cans, bottles, sugar etc of international quality and standards, must all be 
imported. The combination of high input costs for both fresh and processed products, 
along with high freight rates and limited market access, implies a dependence on the 
domestic markets for low value products and for export markets, a dependence on high 
value, high quality, differentiated products that can overcome the high input and freight 
cost disadvantage. This generally implies products where the cost of freight is largely 
irrelevant.  
 
3. The agribusiness sector in Armenia is not yet totally private sector oriented – training 
is needed from the farm budget level to the company profit and loss and balance sheet 
level. The lack of financial orientation means an inability to appropriately cost and price 
products. 
 
Terms of Trade Constraints.  
The nature of agribusiness has historically been one of dealing on trust. It has been 
estimated that some 80% of the volume of the food trade is by verbal commitment – there 
are no written contracts and payment is on open terms, with letters of credit being 
unusual.   
 
The nature of food retailing in particular has changed even more greatly, to the point that 
most successful chains now can be viewed as being in the real estate business, renting 
shelf space to producers and charging slotting fees for aggregating customers.  Today’s 
food marketers effectively finance their operations through the credit terms of their 
suppliers.  
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In addition the nature of food distribution and marketing has greatly changed: processors 
and manufacturers in particular have lost their historic control of marketing channels, and 
the retailers are now in effective control. From the standpoint of this report and the 
Armenian agribusiness community the major impact is due to the fact that most large 
retailers now consolidate their shipments out of wholesale suppliers who may handle as 
many as 40,000 items.  Gone are the days of the Heinz or Hunt-Wesson broker or 
distributor who called on stores, regions, or even national accounts. Instead there are now 
massive wholesalers with warehouses measured in the acres or hectares and the ability to 
supply a complete store with almost everything it needs. In the case of Spinney’s, for 
instance, much of their supply chain is being looked after by Tesco, the 1st or 2nd largest 
food retailer in the UK:  only slower moving locally produced or sourced grocery items 
would be purchased from a Dubai distributor. This again points to a market strategy that 
says penetrate the market only at the uppermost levels where volumes may not be huge 
but margins are significant.  
 
Transportation Constraints 
Armenia, as a landlocked country, has very few transportation options. Basically there 
are two major routes that connect Armenia to the external world – through Georgia and 
through Iran. The following table represents transportation costs by air and by container 
from Yerevan to Dubai.  
 
 

Freight Costs to Gulf Markets 
 

Sea (dry)  Sea (reefer)  Air  
20’  40’ 20’ 40’ 

Dubai $0.40 per 
kg. 

$2,000-
$2,600 

$ 2,900 $4,813 $5,679 

Kuwait - - - - - 
Bahrain - - - - - 
 
When shipping by container, the container is delivered by truck to the Georgian port of 
Poti and then by ship through the Black Sea, the Suez Canal and the Red Sea to Dubai. 
When delivered through Iran, containers are delivered by truck to the Iranian port of 
Bandar Abas and then by ship or dhow to Dubai. Although these are the only routes for 
container transportation of Armenian products, they are not very reliable, due to 
additional difficulties created on the roads of Georgia and Iran. Armed guards hired by 
the freight forwarding companies’ escort most containers going through Georgia. 
Shipping times vary from 15 days through Iran to 35 days through Georgia. This is a 
financial burden to the agribusiness producer, who must then generally wait an additional 
45-60 days for payment from the buyer. 
 
While Armenia is a container “dump” (lots of empty containers due to the imbalance of 
imports vs. exports), there are levies and charges associated with the CIS and Gulf 
countries that make container freight and insurance expensive.  
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As Dubai is a transshipment point, costs to Kuwait and Bahrain would be somewhat 
higher. Note that in the case of air shipment, the requirement for transshipment out of 
Dubai (or other airports) adds additional risk of spoilage for perishable products.   
 
The absence of proper cold storage facilities at the cargo terminal, limited space on the 
aircraft (around 1-1.5 tons maximum), and poor management and reliability of service 
create additional problems for agribusiness companies.  
 
Armenian Airlines has direct flight to Dubai but the frequency of service (one time per 
week in winter, two times per week in spring and summer) is less than ideal.  
 
By air, there are severe capacity constraints, and it was indicated that probably no more 
than 500-1000 kg per week could be accommodated. This may require Government 
intervention. In the early days of the development of the highly successful export 
horticultural industry in Thailand, for example, Thai Airways was mandated by the 
Government of Thailand to devote a minimum of 10% of all space on every flight to 
horticultural exports at a preferred rate. Once the industry reached a strategic “take-off 
point” this mandate was dropped and the industry paid competitive rates. A similar 
strategy might need to be adopted in Armenia, since the current tariff structure subjects 
fresh produce in particular to “bumping” and the imposition of storage charges, even 
though the product is not kept refrigerated. 
 
It was indicated that Armenia had a relatively open sky policy and that should the need 
arise charter flights could be accommodated. 
  
There are a number of shipping and freight forwarding companies in Armenia, which 
successfully transport goods to any destination in the world.  
 
Cold Storage and the Cold Chain 
1. The lack of cold storage facilities at the airport is an impediment to the development of 
a successful cut flower and fresh fruit and vegetable or perishables export operation.  
 
2. Similarly, the lack of cold storage and hydro cooling facilities at the farm/production 
level inhibits the range of crops that can be successfully exported – hydro-cooling is used 
to remove the field heat from crops immediately after harvest, and to defer and delay the 
onset of senescence. 
 
3. The entire “cold chain” issue is one that needs to be addressed, since without a cold 
chain to control and optimize temperature and humidity from time of harvest to time of 
consumption, premium quality fresh products cannot be produced or exported, and the 
Armenian agribusiness community is relegated to the position of selling to the lesser 
quality mass market at market prices which are not likely to be able to absorb the costs of 
airfreight.  Cold storage and the presence of a cold chain at the harvest point also insure 
delivery of higher quality fruits and vegetables to processors, especially for fragile fruits. 
 
 



 19 

BUSINESS AND MARKET REPUTATION  
 
Armenian agribusiness has at best a neutral or, more frequently, a negative image. The 
neutral image is caused by the absence of Armenian products on the shelves of 
supermarkets, the lack of information and knowledge about the country, and a one-way 
relationship between local and Armenian businessmen (Armenia imports products from 
Dubai but has a negative balance of trade in agricultural and agribusiness products. The 
appointment of an Ambassador and the impending visit of the President may help to 
generate interest in the country.  
 
Negative experiences that businessmen have with Armenia circulate among the trade to 
the detriment of the country. One businessman in particular noted that his branch office 
in Yerevan closed when it was discovered that its Armenian manager had embezzled a 
great deal of money: nevertheless, he was willing to entertain future business 
opportunities, but only on a consignment or c.o.d. basis. 
 
More importantly the establishment of a positive image was being hindered by an 
inability to communicate by e-mail, a lack of communication skills (in particular 
knowledge of English), failure to follow-up on earlier arrangements, and the poor state of 
Armenian infrastructure. More than one businessman cited deficiencies with Armenian 
Airlines and the general lack of service by hotel, state, and private sector employees. One 
buyer noted that particularly in Dubai, most fresh fruit and vegetable consumers make 
their initial purchase decision based on country of origin: since Armenia is an unknown it 
must establish its “story” first. It is no accident, for instance, that apricots, for which 
Armenia is famous, are known by their botanical name Prunum Armenicus: this suggests 
an opportunity to develop the “story” of the heirloom varieties of stone fruit available in 
Armenia. 
 
There appears to be little marketing analyses or development of understanding of what 
the markets want. Instead, the prevailing attitude seems to be one of “this is what we 
produce. Buy it.”  (Often the sole justification being that “if it’s Armenian it must be 
good”.) While such nationalistic pride is admirable, the Gulf market seems to think 
otherwise. The agribusiness community needs to develop awareness that there is no 
shortage of agribusiness products in the world, only a shortage of money to pay for them. 
Given the geographic and production constraints facing the Armenian producer, every 
effort must be made to produce a premium quality and consistent product and then in 
addition to tell the Armenian story.  
   
Neither the Russian nor the Armenian alphabets are accepted in the grocery industry in 
the Gulf markets and in fact are detrimental, since products produced for those markets 
have pejorative connotations regarding quality, safety, preservation, etc.  The presence of 
a Cyrillic/Russia/Armenian label is likely to call forth an association with “this is a 
rejected Russian product – therefore there must be something wrong with it.” 
  
Packaging and Labeling to International Standards. Armenia lacks a well-developed 
packaging industry, which requires agribusiness companies to import their packaging 
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materials. It is understood that there is a can making plant about to commence operations, 
and a glass factory producing some bottles, but even here, discussions with existing 
producers of bottled products often showed they were importing the containers.   
  
Farmers and agribusinesses in general are unfamiliar with the quality requirements of 
export markets, and with packaging and labeling restrictions and quality. Further they are 
generally unaware of the premiums that can be generated for high quality, highly 
differentiated products that are aggressively marketed, as opposed to being offered for 
sale. 
 
 

CONCLUSION AND RECOMMENDATIONS 
 
Gulf markets are not for the novice private sector player, and the table is tilted markedly 
in favor of the existing indigenous (esp. Arab) companies. The difficulty is not in selling: 
it is in collecting payment, and Armenian companies would do well to heed the advice 
given in the country market reports: work through an agent you can trust, and especially 
in the initial stages, deal only with reputable retailers, wholesalers and processors.  
 
Armenian producers wanting to market in the Gulf must target the high value, high 
quality market, in order to obtain the price premiums needed and available. To achieve 
this it is necessary to create an image of the country. Fortunately, Armenia has a long - 
running history and heritage that makes it possible to tell a story about the country, its 
culture and its people, that can both reinforce and assist in product sales. In the case of 
the Gulf States, it will be necessary to de-emphasize the long association with 
Christianity in favor of a positive association with large (and historic) Armenian 
communities in countries such as Jordan, Lebanon, and Syria. This will have the practical 
effect of casting Armenia in a pseudo-Arab light 
 
Attendance and representation at such events as the Gulf Trade Fair, the sponsoring of a 
country pavilion at the Dubai Shopping Festival to introduce Armenia to the 3 million 
visitors to DSF, and representation at the Gulf Food Show would all be of assistance in 
easing the entry of the agribusiness community into the market place.  
  
 


