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Introduction

In 20142016 the Association of Young Economists of Georgia (AYEG) in partnership wighief and
development organizationi Peop | e i n Needo conducted an as ¢
agribusinesssto learn the challenges faced by farmeend agricultural entrepreneurs and identify
potential solutions to the challengesThe assessment resultgill assist local, regional and central
government officials in the joint planning of agriculture development projects in the regions of
Imereti and Racha.

The study was conducted irmEntheacf ngm&madl k &far mi
and Productivity in Imereti and Racha Regioigs, with the froomENRARD &dorgia u p p
and the Czech Development Agency.

Methodology

The agribusiness needs assessment stwdg a research ajualitative type based on the collection of
data from selected representative$ from Ambrolauri, Bagdati, Kharagauli, Khoni, Oni, Terjola,
Tkibuli, Tskaltubo and Zestaponi municipalitiesThe information was gathered through interviews
with individual respondents andliscussions withfocus group participants who shared their views
and ideas regarding the strengths, weaknesses, opportunities and risks of the local agriculture
businessesThe process tookthree yearsi three municipalities have been studied per yeafrhe
following methods were used for research purposes:

Desk Research;
Focus Group Discussions;
In-Depth Interviews;
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Priority Diagrams(applied in focus groups discussionggjive indication of where the method
was applied with IDI or FGD).

The following table shows the data collection methods used according to the categories of

respondents.

Table 1

Respondents Focus Groups In-depth Priority
Interviews Diagrams

Smaltscalefarmers (<1 haf land); 18 Focus Groups Applied

Medium-scalefarmers (1 to 3 ha of 15 Focus Group Applied

land);

Large-scalefarmers (>3 ha of land) 6 Focus Group Applied

Veterinariansagronomistsinput 68 Interviews

suppliersand large scaleFarmers (>3 hg

of land);

1 The respondents were selected based on categories described in Table 1



Focus group meetings &re conducted in the targemunicipalities in 20142016: 18 meetings were
conducted with smaliscalefarmers (owners of <1 ha land and livestock farmers), 15 meetings were
held with medium-scalefarmers (owners of 1 to 3 ha of land and livestock farmers) and 6 meetings
with large-scalefarmers (>3 ha of land)Each focus group meeting was attended by an average-of 8
10 farmers. In addition, 68 indepth interviews were conducted with veterinariansagronomists,
representatives of the local agricultural stores and other actors. A spempEn-endedquestionnaire
presented in the appendixyvas used withboth focus groups and individuatespondents

Focus groupdiscussionsand individual interviews were led by AYEGO s reskear ch
technical assistancd¢o the experts including organization of the meetings, andpreparation of
transcripts, was provided by students from Akaki Tsereteli State University. A special training session
was held for the students where they were given relevant technical tasks. The analysis of the
retrieved information was carried out by AYEG experts using a deductive approach. The analysis is
based on the grouping of data, identification of similarities/common trends atlifferences.

Additionally, the interviewers and facilitators assisted the respondents in the analysis and
categorization of their ideas. After theeonducting the SWOT analysis, respondentsere offered to

use priority diagrams foranking suggesteaptions. The reliable data on agricultural sector is quite
rare due to the lack of data collection instruments, expertise and resources across the country
Neverthelessthe information used for drafting the municipality profile and other information about
agriculture was mainly provided by thenunicipalities.



Profile of Ambrolauri Municipality

General description

Municipality of Ambrolauri is located in the center of Rachd.echkhumi and Kvemo Svanetiegion.
From the northeast, Ambrolauri is bordered by Oni Municipality, from the northwest the
municipalities of Lentekhi and Tsageri, from the southwesfTskaltubo Municipality (Imereti region),
from the south - Tkibuli Municipality (Imereti region) and from the southeast- Chiatura and
Sachkhere municipalities (Imereti region). Since 2014, e v“%ﬁ% “WE

the municipality has been divided into two ? : .3:\ 7
administrative units: the seHlgoverningcity of f
Ambrolauri and Ambrolauri Municipality. The §
distance between Ambrolauriown and Thilisi is 280 _ %
km. The territory of the municipality is 1,142 km, of K
which 27,907 ha (or 24% of the total area) i
agricul tural l and. Approximately 40% of the mu
forest. The municipality has @omplex terraini the capital town is located at a relatively low altitude

of 500 metres above sea level, while several mountainous settlements are set at the altitude of 1,000
metres or more. The climate is humid, with average annual rainfall 0f042 mm and relatively
evendistribution of precipitation T from the lowest 75 mm in March to the highest 108 mm in
December. The summers are long and warm, whilst the winters are cold. The annual temperature
average is 10.4 °C.

Demography

According to the 2014 dta, the municipality has a population of 13,600. Out of the total amount,

only 20% (or 2,800 people) live in the town, while 80% (11,300) live in villages. The population
density is 16 people perkfp  whi ch is significant | y67Ipeoglespert har
km?). The municipality has a total of 70 inhabited settlements: ongy and 69 villages. The
population migration and aging problem is rathesicutein Ambrolauri. The ratio of young people in

the total population is ratherdow.

Economy

In the Soviet timesagriculture, mining, food processing and manufacturimgade the four pillars of
muni cipalityds economy. However, the picture of
after Georgia made a choice in favor of independence dnd e e mar ket economy.
collective and soviet farms ceased to exist; their land was fragmented and distributed to small farmers.
The majority of large and mediumscale food processing enterprises (fruit canning, dairy,
slaughterhouse, etg.lost their markets, stopped operations and their facilities were ultimately
cannibalized. Only several winemaking enterprises survivéite painful transition to new economic
relations. Anequally severalecline wasobservedn the mining and manufacturirg sectors the once
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very profitable arsenic extraction plant in Uravi was closed in the early nineties and some other
plants (likethe garment one) also collapsed in the same period.

Currently, the manufacturing sector in the municipality is presentely several smalleiscale brick,
concrete and asphalt plants serving the local market. Similarly, trade has also reduced in scale in the
last decade, which, according to local experts, is associated with the shrinking population and its
reducedpurchasing mwer. In contrast with this, the service sector and particularly its elements
associated with tourism have started to grow in the last decade. The number of hotels and
guesthouses is constantly increasing in the municipality. According to official data, I&%els (the
majority are family ones) 7 restaurants and 6 ritual servigqgisually postfuneral dinner) halls are in
operation here. A tenfold increase in the number of hotels is expected in 204 compared to
previous years

1,522 families (3,577 peop) are social welfargorogram recipients. The labor force of Ambrolauri
Municipality amounts to 9,474people, or 67% of the population. 8,147 people (86% of total
municipal workforce) are seHemployed.

Agriculture

Agricultural land makes up 27,907 hayhich is 24% of the 4
municipalityés total t e2r060iha, Y
orchards (often abandoned) covering 1,739 ha and pastu
dominating with their 24,108 ha. The irrigation and water
collection infrastructure of any considerable sizeés non
existent in the municipality; however, the relatively high and

evenly distributed precipitation allows sufficiently productive
farming without irrigation. Historically, windbreaks existed in the municipality, over an area & ha,
however there ae in poor shape due to no maintenenacetine last 25 years.

Al t hough the area of arable |l and is scarce and
plant production remainsthe dominant sector of agricultureln the past, the locakollective and

soviet farmswere growing a variety of crops including grapeﬁ ~ ¢ SRS
% “d ] & * ™ ! 4
apples, plums, beans, maize and other grains. However, in the¥ S&* L

modern times, the commercial plant farming in th

municipality is mostly represented by viticulture thathas a
steadily gowing importancein the villages located along theg
Rioni River down from the town of Ambrolauribut is virtually

2 Farmers are generally considered satfiployed



non-existent in the upper villages due to more seveoématic conditions. The incomes of grape
growersare relatively high because the locally grown grape varieties Aleksandreuli and Mujuretuli
are among the most profitable ones in Georgla.can be roughly estimated that25-30% of
households in Ambrolauri municipaty generate a significant proportion of their income from the
sale of grapedg:ruit farming has now lost its importancend very fewfarmerscontinue growing
fruits for market.

The cattle-breeding is spread across the municipality relatively evenafthough has an unexpectedly
low profile. Quite many households in the area keep cattle;

however, the number of animals per household often does ng -
exceed 2 or 3. This is despite the abundance of pastures in theiarg
the rate of land per cow in the municiphty is one of the highest in
Georgiai approx. 2.4 hectares per animal. The local specialig
associate this with the gradual reduction and aging of the loc
workforce that prefers lesslabor-intensive income generation SESSSSEER

activities. The familiesthat have a little number of cows oftenconsidertheir livestock only as a
contributor to the family food basketut not the source of incomeThey interact with market
irregularly, only when there issome sur plus produce to selle. Tt
area,those with some 2030 cowsare very few and their contribution to the subsector output is
equally little. In 2012, when preparing the governmensponsored cattle vaccination programme, the

local veterinarians registered a total of 9,913 head<aftle in the municipality.

The processing enterprises are represented by sah@&medium-scale wineries that are located in the
vine-growing area between Ambrolauricity and village Chrebalo'GecFlower' LLC isa dried-fruit
manufacturing and processingompany located in Ambrolauri. Its produced dried fruit is almost
100% exported. Ged-lower collects products fromRacha, Lechkhumi and Tkibuli

In Ambrolauri, beekeepingbecame a quickly developingector oflocal economy. Thanks to the
supportive climatic conditions, honey productionwas always @& r i ght 6 agricul tur a
area, however its importance is steadily increasing in the recent years due to the growing regional
market for honey. In 2016 the amount ofhoney producedin the areadropped as compared to the
previous years, but this wasolely a result ofunfavorable weather In fact, the number of farmers

engaged irbeekeeping estimatethcreased bysome5-7%in the recent years

Natural Hazards

Thunderstorms, hails, flooding, ladslides, mudslides,
avalanches, river bank erosion, drought and earthquaks
arenot rare in Ambrolauri municipality. In the last
decade, the threat of natural disasters has been prest
on both residential and farming areas. In responsé®
natural disaster prevention measures have bee
implemented by the local and central government. In
particular, the following projects have been carried out§§




river bank protection (including gabions), modernization of storm drains. The probability of natural
disasters is teen into account during the planning of land use and the spatial planning of
infrastructure projects

Agricultural Business Needs in Ambrolauri Municipality

As said above, the agricultural business needs of Ambrolauri municipality were learnt through
facilitation of SWOT (strengths, weaknesses, opportunities and threats) analysis for agricultural sector
done by individual respondents during irdepth interviews and members of focus groups during group
discussions.

Strengths

According to the focus group participantssmall and mediumscale farmers, one of the strengths of the
local agriculture sector are the local climate conditions, which are advantageousdiveloping fruit
farming, viticulture, beekeeping and livestock. An additional strength is the existence of local endemic
varieties of vine.

The focus group participants feel that the development of viticulture, beekeeping and livestock should
be suppoted. Small and mediurrscale farmers believe that beekeeping is a profitable business. One of
the participants of the focus group stated tha
We have won some difficult tenders throughout the couny. In particular, we supply the Ministry of
Defense and the Ministry of Interior Affairs with honey (262 2 t ons) . The price i
a guaranteed marketo. Anot her participant fail
kilogram of honey does not cost more than 4 lari; local farmers sell it for 15 lari per kilo, which yields
300% profit. Show me a business which makes a

Cattle-breeding is also named as a priority sector, with advantage of having significant areas of
meadows. One of the participant farmers of t h
conditions needed for the development of livestock farming,sfe p f ar mi ng and be
small and mediumscale farmers underlined the existence of state programs as an important strength in
the development of agriculture. The focus group participants brought up an example of the distribution

of agriculturalv oucher s and emphasized their i mportance
result of the distribution of vouchers, many small farmers have been able to increase their harvest and
their income. 0

Weaknesses

One of the weaknesses noted by mediustale famers is the lack of qualified workforce, which
prevents them from effectively conducting their agricultural activities. According to the farmers, there
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is a shortage of qualified workers in Racha, more specifically in Ambrolauri, that hinders the
production growth. One of the respondents of an idepth interview stated: "The new generation does

not want to work. If someone had his own vineyard, she/he would have an income of -BID lari per
month, what could be better? But they prefer going to Thils i and being unempl
about employing the Chinese. I 611 give t haly my
good workers. | pay 280 Lari a day to my vineyard workers, which are not easy to hire and most are

|l azy. 0 irglasiod e gtur i nterview the owner of a wine
frequent in this region; therefore it is diffi
noted is the complicated procedures required for the acquisitionlofns and grants. They stated that
farmers lack the skills and resources needed to properly prepare business projects and meet
requirements.

Another significant weakness, which the focus group participants cited, was the problems related to the
irrgation systems. One of the focus group particip
depend on natur al irrigation and | ack resource:

According to the farmers, one of the significant obstacles for the developmenloatl agriculture is the
absence of soil research and relevant mineralization/fertilization activities. One of the farmers of the
focus group stated: "The land/soil needs laboratory examination/testing greatly, which has not been
done foraverylongtime We | ack the resources needed to ch

The farmers participating in the focus group believe a stricter regulation of the trade in fertilizers and
agricultural chemicals is needed to safeguard the quality of productioheTrespondents stated that it is
difficult for farmers to distinguish between highquality and low-quality chemicals. One of the farmers
during the focus group stated: "There are many cases when we buy-tpality chemicals and the
results are much worsehian if we had not used any chemicals at all." In addition to control, farmers
believe that it is important for them to know exactly when and what chemicals they should use and
need additional training in this field. One of the participants of the focus grqg st at e d: i
chemicals could be a good thing, but it requires special knowledge to know when and to what use. It is
important to have the relevant knowledge in order to get a good harvest and not ruin the vineyard."
Compared to smaikcale farmes it is less of a problem for mediuracale farmers to buy higtguality
chemicals. One of the mdium-scalef ar mer s s ai d: il and those who

the Bayerds products, which are of very good gl

An agro shop owner statechian interview: "We have been working successfully for 2 years; people did
not expect such results from us. The lack of knowledge of farmers of chemicals usage can be considerec
as a weak point; we hand out leaflets for them to receive complete informatimimout the chemicals.

We are usually blamed for the mistakes which ar



One of the majorobstaclesof agriculture developmentis
the low availability of agricultural machinery and its
limited technical abilities. In this regard, small and
medium-scale farmers enjoy the free cultivation state
program, but they believe the technology is outdated and
for some villagesmachinery isnot fully available. One of

the participantfarmers of the focus group stae d : i The
not enough machiney in Ambrolauri municipality and we are in need of smaller machinery
considering localthe landscape Ibis also important for the municipality to have the neessaryamount

of machinery andhaving them to be availablefor everyone One of the farmers statediiOne might

think that there isacces®f machinery but it still a problem since we always get access tate and also

the machinery is toolarge for ploughing, sosmaller ones are needed on this landscape. There is also a
lack of drivers for thetractors;there are about 20 tractors and only a couple of driver®

Medium and smalscale farmers statd that one of the problemshindering the development of local
beekeeping is the low level of krowledge and skills among famers. Ambrolaurisetsan interesting
precedent in thisway. Some farmers are involvedn private teaching andcooperative farms have been
established.One focus group participant said: "We teach beeké®gg to farmersin Oni, Ambrolauri,
Tsageriand Lentekhimunicipalities. Also, we set up a coperative in orderto carry out our beekeejng
activities and believe that it is possible for others to do the satr@ne of the obstacles which farmers
listed regarding the development of livestock breeding and plant growingwas low access to
agronomists andreterinariansas well asvarietiesof animalswith low productivity .

One of the biggest problems which small and mediustalefarmers statedegardingthe development
of local winemaking is the existence otounterfeit wine on the market, which makes it difficult to sell
natural wine. Furthermore, the farmers participating in the focus groups stated thais difficult to gain
access to full and exact infmation regarding different support projects and programs, therefore
informational campaigns should be condted periodically in Ambrolauri In addition, the farmers
participating in focus groups and kdepth interviews stated thatbecause of low incomdocal farmers
are not able to participate in grant and loan programs, therefore laacessibilityto sponsorship is seen
as a weakness.

Opportunities

Vocational training and the provsion of information

about modern technologiesvas stated as one of thel
potential ways of promoting the development of
beekeepinglivestock farming and Miculture. One of
the participant farmers of the focus group stated

Farmers participating in the focus group meeting



fWe should not have to go to Thilistwice a year in order toget new information. For example,a new
chemical might be availabl®en the marketand we don 0 t. Thereforeitisimporant that t

we have the opportunity to receivenew information. Bloreover, one of the participantss t at e d : f
three years ago my friend and | opened a store in which we sold agricultural chemicals. Since we could
not find a specialistin chemicals,| went to Thilisi and took some coursesBefore leavingthe course,|
wrote down the contact information of the trainers to give my customers their number in case of any
questions. Thereforegit is really important that we are provided with courses to gain more knowledge,

so we cardevelop ouragricultural businesses 0

According to the focus group participantsthe production of perennial plants and fruit has great
potential in the Ambrolauri municipality. One of the focus group participants stated: "For examplee
quality of our plums is unique; you probably have already been infoeah of this. It is being sold for 3
Lari per kilogram. People should start thinking abouteturning to their abandoned lands and producing
these plums, for example. There is also a large amount of wild fruit trees, for example applpears 0
The farmers of the Ambrolaurimunicipality also believe that there is a need of adoptingpecial
legislative norms. In particular, the focus group participants believe that faxentivesshould be issued
for farmers in mountainous regions, in order fohem to have morgundsto expandtheir businesses.

Small and mediumscalefarmers who participated in the focus group notedthat there is a needo
renew varietiesto developlocal livestock breeding. One of the farmers of the focus group stat&adur
cattle varietiesare old and in need ofenewalin order to satisfy the market demand for more meat and
milk." In addition, one of the farmers stated during the Hiepth interview: "Trout farms have great
potential for development." Apart from troutfarming, farmers frequently mentiord the great potential
for the development of pig farmsMost small and mediurrscalefarmers agree thatin addition to
funding, the government should provide farmers with consultation services, which will ensure that
they develop highquality project proposals for grastand other types of competitioa Accordng to
small and mediumscalefarmers through training and consultationthey will be able to develop their
farms bygaining easier acce$s loans and increasing the efficiency dfieir agricultural work.

The creation of cooperatives on the market with joint resources is an important opportunity for small
and mediumscalefarmers to be ald to expand their activitiesOne of the farmers stted during the
focus group meetingfWe held meetings on the development of cooperatives; at the beginning we had
a lot of participation although itwasgradually decreasedWe obtained information about thenature of
cooperativesvork, established one ahlater applied for a grant 0

In addition, a partof increasing opportunitiego additional funding, the participants of the focus group
spoke about the importance of cooperation between farmers and the governmentdi@relopment of
local infrastructure (mostly roads). The respondents stated that if the infrastructure is not imprgved
even if there is money for productionthe salesof products will be difficult. Also, acording to the
farmers, accessibilityto the internet will incr ease their leveof knowledge and therefore necessary
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measures should be takefor this. According to oneof the focus group participant: The mountain
peopled o n 6 t theh6d LLae needed to gain access to thaternet, so it would be good ifwe are
provided with someinformation by other meansso welearn new things and develop our business."

In addition, the farmersclaim that it is necessary to speed up and simplify the process of legalization of
agricultural land, which will contribute to the development of local agriculture. Farmers say they often
find it difficult to follow legislative procedures and land ownershipfiequently contested. This process

is particularly problematic in the appropriation process afieadows An in-depth interview respondent,

a farmer working in viticulture, stated that: "Land ownership is now less likely to be extended. People
have landsinherited, which are undocumented. Undocumented landannot be bought. This problem
should be resolved sood.

Threats

Migration is believed to beone of the threats of local agriculture, whichaffects the outflow of
knowledge in this field. One of the farmers of the focus group statefiore and more people are
leaving villages and moving to big cities, you might see one orotwars in Ambrolauri, although this
summer there was a record number of visitors, about,Qd0 people dhe focus group participants
believe that the biggest threato their industry is the migration of young people, which makes the
development of the lockeconomy and agriculture more difficulievery year

Medium-scalefarmersstated thatthe instability of the export marketis one of the biggest threats. One
of the farmers noted: "In the past decadesyine, which was developed with the use of our grapesas
exported to RussiaAlthough some wine is still exportedthere is still a big risk that this market will be
closed again. Later our product was exported to Ukraine and now becausthefnstability there we
must look for some new markets This unstable environmentis very damaging for thelocal wine
industry. 0

Small and mediurrscalefarmersmentionedthe threats associated with the use of chemicas, theysee
them having a significant environmental impact and complicatg the production of high-quality
products. One of the farmers of the focus group staté@ur district is well-known by local favorable
environmental conditions andof coursemeasures must be takeio preserve it There is a great danger
that the environmert will be polluted, and then we will lose an important strength of our agriculture 0

Small and mediurrscale farmers considerepizootic diseasesas one of the biggest threats to their
livestock. The farmersbelieve that availability of veterinariansis low, since there are only private
vegetarian clinics and they oftencannot find time for all of their clients. Therefore some of the
livestock frequently die due to thelack of medical attention. Alspone of the respondents of then-
depth interviewsr e s ponded: i A m lgooddoralitions for pigafarming endymany farmers
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are working in this field, although it is very difficult for us to combat with diseases. Many do not have
the financial resources needed to consulith a veterinarian, but the biggest problem is still the lack of
time which the veterinarianshave. We are constantly in fear that our livestock will die of a diseasé

Natural events such as drought, hail and flood are afsmedas one of the biggest threats by small and
medum-scale farmers. One of thefocus groupparticipant famer st at e d : AThis yea
planted beans and because of the drought thayed and consequently no profit was seen. This is a very
commonproblem. 0

Needs ofAgribusiness in the AmbrolaurMunicipality - SWOT Analysis

The opinions of small and mediurscale farmers are more or less the samtierefore, for the
purposesof the Ambrolauri municipality agribusiness SWOT analysis shown for both groups

Strengths Weaknesses
1 Low accessto high-quality agricultural
i Favorable landscape and climate machinery;
conditions for the development of M Lack of information on different
livestock farming, beekeeping and programs (agricultural loans, gran
winemaking; competitions);
9 Fertile land in most of the areas; 1 Lack ofquality work force;
1 Availability of somewater resources for 1 Low level of knowledge among sma
irrigation; farmers about modern technologies;and
1 Large amount oineadows developmentof business plans;
9 Existence of endemiwvarietiesof wine; 9 Low-productivity breedsin livestock;
1 Traditional engagement in agriculture 1 Lack of programs for business loans a
activities; business grants for small farmers;
9 Airport existence 1 Lack of irrigation system

1 Limited availability of quality agricultural
chemicals and fertilizers;

i The existence of counterfeit product
(mostly wine) on the market;

1 Low availability of qualified veterinarian
and agronomic services;

1 Lack of agricultural land;

1 Undocumented agricultural land.

Opportunities Threats

91 Delivery of special training courses fo 1 Natural hazards (drought, hail, etc.);

farmers; 9 Outmigration of the young andoutflow
1 The development of fish farming (trout of knowledge
farms); 1 Environmental pollution;
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Attract and maintain workforce;

Provide accessibility to qualified
veterinarian and agronomic services;
Control of animal diseases;

Providing business consultancyor the
development of business plans;
Implementation of business loan an
grant programgor smallscalefarmers;
Improvement of livestockvarieties

Fight against counterfeit products (wine)
Upgrading theirrigation systems;
Conductinginformational meetingsabout
agricultural  support programs ang
projects;

Creation of cooperative with the
involvement of small and mediurnscale
farmers;

Upgrade of agricultural machinery
increase  accessibility and the
implementation of new technologies o
production;

More accessibilityto the internet;

Start of the process of théegalization of
agricultural lands;

Reduce damage from natural hazards.

1 Epizooticdiseases;
1 Instability of the export markes.
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High

Urgency

Low

The focus group participants, small and mediustale farmers, allocated the priorities for the
development of the municipality in the following way:

1. Fight against animal
() diseases

.ﬁ 2. Long-term Agro

Loans

3. Education

5. Infrastructural
[ Develobpment

v

Low Influence High

The needs shown on thdiagramaboveare:

(1) Effective control of animal (livestock) diseases The local farmersand veterinarians have
insufficient capacity meango prevent the spread of diseasamongtheir livestock andto reducethe
harm caused

(2) Long-term, low interest Agro Loansi Currently, there are virtually no loan products from
financial institutions that are accessible to the vast majority of farmdrghe banks ask for a stable
collateral (e.g. house/apartment inthe i t vy , high value | and, etc.)
possession . Plus, the existing loans do nofffia r me r e tora@wentbes of resons including high
interest rate and short repayment terms.

(3) Farmeroriented educatonFar mer s donot val ue trustehe kdooation e d g
institutions and ICCs, and the training institutions /ICCs are weak to work with larger groups of
farmers and push forward modern technologies

(4) High-quality agricultural equipment -the renewal of equipment at the majority of farms is
virtually impossible due to the number of reasons including extremely limited capacity of farmers to
make longterm and high-cost investments, poor choice of options from input suppliers, limited
understandirg of what exactly is needed, lack of facilities that rent the equipment out, etc
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(5) Infrastructure conducive to farns, agribusineses and support service§ Road infrastructure
represents oneof the biggestneedsfor local farmersand businesses since they represent a key
precondition for the good access to markets and services. The government invests its available
resources in rehabilitation of old and construction of new intercity roads, however the majority of
secondary and tertiry roads lack attention and remain in poor condition. The access to electric
power is not very reliable (blackouts are not rare in remote areas) and only few villages have access to
the natural gas. This hinders the development of local processing andiserfacilities.
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Profile of BaghdatiMunicipality
Generaldescription

The municipality of Baghdatiis located in the center
of the Imereti Region Its total area is 8600 hectares
(ha), from which a major part is the north slopes of
the Meskheti range;while a smallpart is located on
the Imereti lowland. Accordingly, the municipality is
mostly mountainous Agricultural lands make up
19,089 ha, which is 23% of the whole territory of
Baghdatj whereas forests coved1,000 ha (75%). The
average leel of rainfall is 1,500mm ayear.

The administrative units which border the municipality of Baghdati areAdigeni, Vani, Tskaltubg
Zestamni and Kharagauli The municipality isrich with mineral waters e.g.Sairmemineral water. In
addition, there are tuff,granite, marble depaositsn the municipality.

Demography

According to official data, the municipality has a population of 28,800 people. Out of the total
population, only 17% (5,000 people) live in théown, while 23,800 live in villages. There are 26
settlements in the municipality out of which one is &own. The population density is 3personskm?,
which is much less than the country average of @érsong kmz.

Economy

The leading economic branches odgriculture in the
region areviticulture and winemaking However, there
is alsofruit, vegetable andivestock farming The main
branch of productionis the food industry.As for winery,
the Vartsikhe factory is leader in production Some small

production of construction materials is also developed
National roads in the direction of Kutaisi, Zestaponi, Vani
and Abastuman run through the municipality. The
municipality is locatednear two balneology resorts Sairme andZekari. Here, the mineral water
Sairme is obtainednd produced most ofwhich is exported.

Agriculture

Agriculture is the key source of income in the
Baghdati nunicipality. Agricultural lands make up
19,089 ha, which is 23% of the total area.
According to 2005 statistics5,185 ha is arable,
which is 27% of the total area; meanwhile orchards




cover 2,319 ha (12%) ancheadowsl1,585 ha (61%).

Since the municipality of Baghdi is a mountainous region it hascarcearable landand mostly
unsuitable for the development of crop farmingrhe maincropsgrown in the municipality are vine,
corn, vegetablesand melons The averageproduction of vine is 4 t/ha, corn - 2.5-3 t/ha, vegetable
yield - 5 t/ha, and melons - 30 t/ha. It should be notedthat about 5@6 of arableland requires
irrigation. However, the land cannot befully irrigated due towater shortagesas well as thesmall
scaleand poor conditions of the irrigation system In addition, about 1815% of the agricultural land
needsdrainage however,the municipality doesnot have drainagesystems

Live-stock farming

Meadowsoccupy about 61% of allarable land located in the Baghdati mnicipality. Accordingly,
livestock farmingis widespread in the municipality mostly cattle breedingas well as @amall amount
of sheep farming.According to the Municipal Council, 14,000 cattle were recorded in 2012. In
addition, cattle are brought to the summemeadowsfrom other administrative units; however, their
number is not recordedIn recent years the number of cattle has increase@he municipality grazing
rate is 1 animal peha. However, if we calculate only the local cattle population it would kger 0.83
ha.

Natural Hazards

Strong wind storms, landslides, avalanches, earthquakes and drought are characteristics of the
Baghdatimunicipality. In the last decade, drought, earthquakes and wind storms have been the most
frequent form of naturd hazard.In the last decade naturadlisastergposed a threat tdoth residential
andarablelands. In particular, about 25ha of agricultural landsare damaged
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Agricultural Business Needs Baghdati Municipality

As said above, the agricultural business need8afjhdatimunicipality were learnt through facilitation

of SWOT (strengths, weaknesses, opportunities and threats) analysis for agricultural sector done by
individual respondents during indepth interviews and members of focus groups during group
discussions.

Strengths

The farmers in the Baghdati mnicipality believe that traditionally developed fields of agriculture
include viticulture-winemaking, animal farming and corn farming. According to the farmers, the
development of bee farming alsagreat potential, sitte the cost is relatively low. In addition, honey

is not perishable, which enables the farmers to sell the product for a better pritds important that

there is high market demand for local wine, cheese and honey and farmers believe that it is possible
to make a profit. Oneof the interview respondents t at e d : fi | o w ntheseforg, Uhavee s s f
lots of experience. | harvest 10 tons of differentrieties (Aladasturi, Tsolikauri, etc.) of grapes each
year. | love my work and | feel that vinicultue should become one of the leading fields of agriculture

in the region. However, | am in need of sominancial help in order to expand my work". Onef the

bee farmer who participged in a focus group statedt One of t he st r engherdis of
demandon the market and thereforeit is easy to sell. However, you have to b@ow very well how

to take care of the bees". It should be noted that all focus group meetings revealed a high demand for
the development of bee farming. One of the ¢das group participants stated: "Bee keepirgnuires

low operation costs but has high profit. Our bees anghly productive".

Local climateconditions and the fertile landare favorablefor growing local endemicvarieties of vine.
ACompar ed durovingyaads are rotitreated as much with chemicalBherefore,the grapes are
environmentally clean * one of the foais group participants stated.

One of the strengthds for the development of animal farmingrethe large amountmeadows There

is sane confusionamongfarmersaboutthe ownership of the land andhe meadowsare being used

freely. The farmers believe that theneadowsar e of good quality. Al ow
where | grow wheat grain One of the most important aspects irilestock farming toproduce good

milk and dairy products is the quality of themeadows | have pasture land whicH leasenow and |

need to be able to buy it* one livestock farmers stated. Baghdatiunicipality has mineral water
resources as a majorrehgth of its rural development, whichcan lead to the development ofocal

tourism. An increaseof visitors, in turn, will increase the demand for local agricultural products.
Weaknesses

The farmersnamethe low availability of agricutural machinery asa major weaknessThe amount of
machinery available as well as the long waigy time to get is seen as major challeng&Ve get our
machinery from the Zestaponi Service Center and sintteeir machinery is not enough we are forced
to wait i+ one in-depth interview respondentstated. The LTD Meganizatothaslots of problemswith
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the timely availability of machinery, asone of the focus groupparticipant stated: Ayou ar
provided with machinery if you have small landand preference is given to the largéand owners" -
a view many focus group participants agreed with.

Low levels of accessibility to qualified agronomists and veterinarians are also one of the most
frequently mentioned problems from the farmersOne of the main challenge is disease contl and
prevention. There have been special requests for qualified vegetarians from livestock farmers and bee
far mers. ARnThe ol der generation of veterinari a
regarding new drugs,* said onefarmer. One indepth interview respondente x p| ai ne d: il
we did not have the opportunity to receive information regaidg new drugs. Now through the
association we go througltrainings 3-4 times a month It is unfortunate that the younger generation

does not attend these trainings and are not interested in veterinary. At tm®ment, there are some
diseases which we are unable teal with (especially in pigsdue tothe lack of drugs and resourcés

A crop farmer statedi Ther e shoul d be some kind of associ a
three years our tomatoes have had some kind of disease but we have been unable tatedd our

limited knowledge about it

Although it might seem that the farmers are informedabout state agriculture supportprograms,
farmers believethat they have low levels of accessibility tthoseprograms. There is large demand for
agricultural loans Although | have not usedsome stateservice | know that there are low interest
rate loans for farmers. | know some who got loans for their agricultural work, with some satisfied and
others disappointed It is important to have a grace periodssince it takes time to see profit in
agriculture business-oneinrnrdept h respondent stated. Another f
biggest challenges is the lack of financial resourcescourse,|l don't mean stateshould give us the
money as a gift. Our banking system is not good. In oth@untries,there are low interest ratesnd
here we have 20%, 38%, 40%, 60fates that makes it impossible to develop a business. | have a
power station in Baghdati therefore | have free access to electricity. | would like to develop a
greenhouse but | canjtsince t has been three years since we got a loan for 300,000 GEL for the
power station and we still have to pay 50,000 GEAs the interest rates are very high'm not able to
build the greenhouse. | am fortunate that my loan is in Georgian lari since if it veein US dollar, |
would have to sell my business dud the exchange rate volatility" - one of the farmersstated

As counterfeit or low-quality chemicalsare common on the marketfarmersin Baghdatibelieve that
stricter regulation over the trade of fertilizers andgicultural chemicals is neededThe agro store
owners shared same viewOne of the in-depth interview respondentstated hérd@ should be
licenses for sellinghe fertilizers and agricutural chemicals. A person who doesn't have information
about the usageof specific chemicals should not be

allowed to sell them. A specialist is needed who will
inform the farmers about the instructions of
chemicals application’. Some focus group
participants noted: "I bought some chemicals but




didn't get the results Isought, since they werecounterfeit products,so later | just used a natural
chemicalsi nst ead" ; "The chemicals very | ow quality
chemical protectionforour c¢crops and got different results"”
needed?o; fmeanstoldetern@ning tbe quality of the chenicals”.

Participants of the different focus groups also stated the generally low level of education in
agriculture activity low levels of access to newarieties and technologiesare main obstacles for
development Some farmersbelieve that even with exising resources it is possible to increase
productivity - of cattle breeding, crop production or bedkeeping. Oneof the respondent stated:
AUsing new technologies and methods with exist
we don't have enoughnformation about modern technologiesPeopletell us to use the Internet but |

don't have the skills for that. Another farmer statedthat: "There is only one consultation center in

the whole region where they have only fouconsultants which is nat enough forus'.

Opportunities

According to somefarmers theintroduction of new varietiesin animal farming and fruit farming is
one of the biggest opportunities for the development tdcal agriculture. Some farmersalready have
general knowledge from watching television or from speaking with neighbors about how to increase
productivity by planting new varieties; butin reality, they do not know how to implement new
initiatives. "In the Netherlandsa cow canproduce 100-120 liters daily but it is necessy to know
how to care for these breeds, otherwisiey will not be productive. If | am not aware of these
methods,then | would rather continue to use old breeds one farmer stated.

This issue is also closely related witprovision of educational coursesfor farmers It is hard to
determine if all farmers realize the need for more knowledgeut a large number (especially medium
and large farmers) do understand the importance gétting additional training ivd dvant to
develop agriculture first and foremost we need to benformed and get better educatiotbecause our
traditional methodsof activity isn ot e n etategl bn& of thdocus group participanfarmer.

All farmers agree thatan increase in access to qualified agronomists and veiians, as well as
diseases control igssential. Even most educated and knowledgeable farmers must have access to
gualified agronomist and veterinarians, who will be able to solvkeeir problems effectively on site.
Accordingtothel oc al v e tit bas beera2B yearnsincddst disease preventioactivities have
been carried out throughout the nation. Vaccinationaere done for plague, rabies, brucellosignd
other diseasesBut when the animals have specific problems the farmers are not alwalte aeal
with them on time and we can't always go on

site which can turn out to be critical for the
ani mal . 0

Business consultation is also important for
farmers to be able to develop business plans
as well as to participate in different state
and international supportprograms. e of




the biggest barriers for the farmers the lack of skills thatis required to prepare relevandocuments.

In most casesfarmers cannotconduct financial forecasting, create business plans etc., which might
become the reason why some potentially success
for usunderstandall the requirementscorrectly and then receive consultation from specialists on site

as well as in field conditions® one of the farmers stated.

Threats

Wild animals and diseases are the main threats to livestock farmers. "One of the biggest problems
which we face are wild animals For example, yesterday a wokilled many of our cattle. This is a
mountainous area therefore there are a lot of wild animals. We used to have thousands of goats but
people stopped farming them since they were getting killed by @il a n i Anathes ndajor problem

isdi seases: fAwe used to have pbBogediseased statdd oncoktleen s
focus group participant.

Natural climatic conditions ischallengingfor all farmers of the Baghdati Municipality, wich consists

of mainly drought and hail. Farmers believahat hail can be avoidedwith appropriate state
intervention. Accurate weather forecasting methods and providing farmers with relevant and timely
information are i mportant. it is really risky
someweren't able to harvest honey this year. Thirggmight get worse in years to come, so the
government should help us in reducing the damage from weather conditionsbne of the focus

group farmers stated.

Another big problem for the farmers are counterfeiaind low quality agricultural chemicals, whib in
their opinion can only be solved at the state level since the farmers do not have enough knowledge
and resources tassesthe productsand.

Needs of Agribusiness in the Baghdati MunicipaliySWOT Analysis

The opinions of smal and mediumscale farmers are more or less the same; therefdtey are
combined together in SWOT analysis

Strengths Weaknesses
i Favorable landscape and climaj f Low accessibility to highquality
conditions for the development of agricultural machinery;
agriculture; 1 Limited access to services from qualifig
9 Fertile land in most of the areas; veterinarians and agronomists;
f Rich in water resources; 1 Low accessibility to different programs
1 Large amount oimeadows (agricultural loans, grant competitions);
1 Existence of endemiwarietiesof wine; 1 Low accessibility to new breeds an
1 High demand for products (viticulture technologies;
winery, hazehut farming, bee farming) 1 Low level of general knowledge among
farmersaboutagriculture activities;

22



1 Counterfeit agiicultural chemicals

Opportunities Threats

1 Development of greenhouse farming;

1 Delivery of special training courses fo
farmers;

I High accessibility  to qualified

veterinarian and agronomic services;

Control of animal diseases;

Provision ofbusiness consultancy;

Development ofhazehut farming;

Development of viticulture;

Usage ohew breeds in animal farming;

1 Natural hazards (drought, hail, etc.);
9 Diseases;
1 Wild animals;

= =4 =4 A A

10

¢
¢

Urgent

Influence

The focus group participants, smalland mediumscalefarmers, allocated their priorities for the
development of the municipality in the following way:

The needs shown on thdiagramaboveare:

1. Quality control for agricultural chemicals- Counterfeit and low quality chemicals are a big
problem for local farmers. It has a negative effect on crgpoduction and also damages bee
farming.

2. Longterm, low-cost agrecredits i increases accessibility to low interest, longrm agro
credits; availability of certain grace period is also very important for farmers.
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Machinery - increasingaccess to highguality agricultural equipment thatcan be used in
small areas.

Legislation- the farmers believe that regulations should be imposed on imported agricultural
products.

Qualified veterinarians and agronomists Increasng access to the services of qualified
veterinarians and agronomists

Farmer oriented education farmers need additional trainings to increase the productivitit

is important that they have more access to modern technologies.
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Porfile of Tskaltubo Municipality
General escription

Tskaltubo municipality is located in the central -
(G-
part of west Georgia on the east side of Kolkheti ¢ =~

0d9&mgmol dboMg

lowland, in the gorge of the Rioni and Gubistsii

rivers. From the east it is borderedvith Kutaisi,
from the westi with Samtredia and Khoni, from
the north - Tsageri and Ambrolauri androm the
south with the Baghdati and Vani municipalities.
The Administrative unit covers70 100 ha, from
which - agricultural land occupies 29 208 ha and

forests coveri more than25 000 ha It& landscape
is mainly plain that is surrounded by mountains
from all sides and is only open from the side of the Hableti lowland. The average precipitation
amounts 1420 mm/year, and thaverage annual humidity is 76%d-he municipality is rich with water
resources. Its main river is RioniAdditionally , well-known medical thermal wders are presented in
Tskaltubg which have unique chemical features.

Demography

According to the 2012officiald at a, the municipalityés popul ati c
total population, only 22% (16 550 people) live in thiown, while 78% (57 550) live in the villages.

The municipality consists of 50 settlements, including fown. The population densi is 106
persongkmz?, which is 1.5 times more than the average density (p&rsons km?) in the country.

Economy

Over a long period of timemanufacturingindustry and agriculture were the mairsources of income

in Tskaltubo municipality, although their productivity has declined in recent years. Therare an
inert material processing plarg stone processinfactory, and a couple of small food enterprises. The
main source of incomedr the population of Tskaltubo mnicipality is: agriculture, foreign trarsfers

and socialinsurance.The local government has developed an economic development strategy, based
on which the priorities of the municipality are primarily agriculture and tourism.

Agriculture




meadows- 11 954 ha (4196) According to the municipality data, agriculturalands have decreased
over the last 10 years primarily because of tkbange of the landuse categoriedandslides and river
erosion. However, there is no official information about the reduced and degraded agricultural land
areas.

Plant farming

The most common crops include vegetables, melonsize grapes ad fruit. The average vegetable
output is 20 t/ha, melons 340Q'a. These crops are widespread in the lower zones of the municipality.
The cornoutput is 3 t/ha, vines 10/ha. Approximately 50% of the lower area orable landrequires
irrigation. Mainly, traditional irrigation methods are used for irrigationAdditionally, rainwater is
not collected and used for irrigation.

Live-stockfarming

Meadowsoccupy 11 954 ha (41%) of the agricultal lands of Tskaltubanunicipality. According to
2012 data, 35 000 cattle were accountigdthe municipality. As for sheep, i number is more or less
stable and amounts to 1400 animalkivestock from other municipalities are not broughtto the
territory of Tskaltubo nunicipality for grazing Thereis only 0.34 ha of pasture for each cattle, which
is a very low figure and therefore there is a deficit of pasturelands.

Natural Hazards

According to the data provided bytte local government, Tskaltubo nmicipality is characterized
with the following natural threats: strong winds, heavy rain, riverbank erosion, earthquakes and
drought. Over the past 10 years, therosionoff riverbanks has increased. The upper zones of the
municipality create a risk of ladslides, riverbankerosionand strong winds. The natural disasters
pose a threat to homes and public infrastructure as well as agricultural land aredhdows

3 Source: results of data analysis conducted in 2004.
26



Agricultural Business Needm Tskaltubo Municipality

As said above, the agricultural businesneeds ofTskaltubo municipality were learnt through
facilitation of SWOT (strengths, weaknesses, opportunities and threats) analysis for agricultural sector
done by individual respondents during irdepth interviews and members of focus groups during group
discussions.

Strengths

According to the small and medium farmers

residing in Tskaltubo nunicipality, one of the
strengths of the local agriculture sector is the loca
climate conditions, which is favorable for
development of herb farming, livestock farming,
corn faming, vineyards andhazehut production. |
The fertile soil supports the development of fruit
growing As one of the focus group participants
noted, "the land is fertile, almost all plants grow".

The farmers believe that there are good natural conditions ftre development of herb farming,

which also makes thisactivity cost ef fecti ve. AHer b farming is
heating and is easy to growo; AiHerb farming 1is
issoldinlage amounts although it takes a | ot of wol
positive and negative aspects, t he pothe farmerse s i
stated.

The focus group participant farmers stated that ttee ae large amounts ofmeadowsfor livestock
farming that makes thisactivity a priority. It would be more profitable for the farmerso be engaged

in the meat business rather than to produce milk products since the local breeds of cows have low
milk output and produce an average of 5 liters of mifker day. iCQur family mainl"
meat industry rather than milk production business, since meat production is much easier in Georgia
compared tomilk and dairy production. We have no animals, which prduce more than 5 liters of

milk per day. Thus, use of the cattle for milk production is not profitable. There is always a demand
for meat and we have easy accessnmwadowsa nd dr i nk i ang of wha farmers stated.
Additionally, livestock farming is advantageoussince local farmers are alsoengagedin corn
production. However, some of lhe farmers stated that corproduction is not very profitable because
duetothes mal | | and p ladvanmgess findd weeusedhfecorb fheer f ee di hape ani
of the focus groupparticipantsstated.

Furthermore, local farmers state that there afavorablenatural conditions in Tskaltubo for growing
hazehuts andproduction of the Jvari and Tsolikauri vines. Althoughthese are more labemtense in
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comparison to other activities,but are profitable. The advantage othazehut farming is the
possiblility to grow corn on the same land, which is additional motivation for farmers to be involved

in this activity. AWe <cannot say t hsawhicht phegenteus feomlegzeluny o
production.; i h aut is ¢asy to grow and if you take good care of, it can be very profitable, we also
have about 500 vines, Tsoli kauri and Jhazelnut , w
plantation, which is growing everyyearandgivesme a ¢ o oi dgome of thésimdll and medium
farmersstated.

Weaknesses

All focus group meetingsstatedthe availability of low-priced agriculturalloans is goroblem. This is

mainly due to high interest rates onagricultural loans. This is problematic particularlygluring the

first stages of activity, when the farmers areot earning income. In addition, the exchange rate
fluctuations between the GEL and USD are additional obstacles for taking a I#&orementioned

factors affect the development ofocal agricultural businesses fiThe f ar mers shou
period for the loans, during which the farmer would be able to save money, develop business and not
be afraid that the bank will start calling every dajo collectt he | oano; Al was pl a
however now | 6m af r achadgesdhis isbldastaclef o r r ¢ hhey fraatmer s
should ensure the lowest pasthle interest rate for farmerssince the farmes might lose both
businesesand homes. The loans should not be in USD. The bank refuses to allow me to redistribute
the remaini ng | dsatedsomeofthe fo@is groomparticpants

Farmers are fully aware of the need for qualified veterinarian and agronomist $exg andstatethat

this servicenot available for them. Therefore, they are unable to receive qualifiednsultancy which

|l eads to financi al |l oss and crop deterioration
knows the doses othemicalsto be appliedand inform us about innovations ; Thefvillage should

have a good agronomist, real specialist, who has experitiséis field in order to givesome proper
advicesto the farmer and explain the rule of maintenance. It is up to the farmer to do everything
including being an agronomi st o; AFrom mpeppgemsr s o
andthat had some growth problemd took examplego an agronomist, however they were unable to

advise me anything, then | senthem to Thilisi. The same happened to my cucumbers and everyone

i s telling me-odéofthedocus group paricpants istated.

Although Tskaltubo rrunicipality is rich with water resources, theaccess to irgation is low. The
farmers stated that the main probleris that there is no centralizedhetwork for the water channes.

The increaseof droughts over the last period hasnadefrequent wateringneeded fA Ther e ar ¢
which would be good for planting ifthey had access to irrigation servicef the irrigation systems

were functioning properly we would be able to see some results but without water nothing can be
done due to drought so; AOur | and is vergsaryfoer t i
anyt hi ngi thefarmgersstated,
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Farmersnamedlow awarenessiboutmodern technologies and agricultural state programs as another
weakness. It is importanfor the farmers to be fully aware of new technologies in livestock farming

and they are readyto gain new knowledgeand skills However, they have no informationabout
relevant educational programs. Farmers also thinkthey lack complete information about state
supportprograms, which leads them to have wrong expectations and attitudésthe farmers stated:

il believe that more information should be pr o
of Agriculture provides free vaccines for the animals, howeved% of the farmers refuse to vaccinate

their animals since they do not have enough informatioabout the program proceduredlso, they

believe that since the vaccines are frethey arelow quality. Everything should be explained to the
farmersinawayttat t hey wi | | under st and o . hadrecdmmendationa | | vy
about the existing state pr ogr ams-finanied,tinstead of | d
financing 100% of the plowing works. It would work better, had the government fanced 70%, and
assisted the farmers in other activities. The lands of some of the farmers are so small that it makes no
big difference whether plowing is financed or not. They return the voucheland the government
makesunnecessary exp enushebsttor.if théré were & odinhnding system. In this

case, the state wilfinance only the part (e.g. GEIL00) of thetotal costs while the farmer will have

to pay the remaining part (e.g. GEHMO). If the farmer needs no cultivation of hiker land, then

he/she will refuse to pay the above cdinancing amount and accordigly, the state will save some

funds for other support progrants .

Some of the farmers namegroblems in managements main reasons fothe low accessibility to
agriculture machinery. As they stated that there is enough machineryhowever a problemis its
management, distribution and use of the machinery, which leadsttee | oss of ti me.
should have its own mechanizatiomenter. According to the schedule, we were in the viting list to

have access to the machinery in June, it is almost June already and we still have no information who
will be getting atractor for example If the village would have its own machinerythis type of things
woul d not h aipgnaeughtmachin@ry altkough it is hard to gain access to it, | still cannot
determine who makes decisions about thaistribution. It is hard to use and is quite expensive,
especial |l y wiitthe cespondemts stated.c her 0

Opportunities

During the qualitative survey, the respondents noted tha
besides traditional, developed fields there is potential fc M

the development of tea anditus plantations in Tskaltubo . j'_‘”’n;
- B

municipality. According to some respondents the tea

culture used to be a weltdevelopedand profitable field,
since the climate conditions are favorable for tea growinggs
The climate conditions are also favorable for citrus plant



specifically for tangerine. The focus group participants stated: "the development of the citrus industry
is possile, for example, | grow tangerine and they grow very well"; "The tea culture used to be well
developed before itvas destroyedit brought large profit ".

The farmers think that the creation of a fruit receiving and processing factory is important for the
development of the municipality, which will ensure a stale demand on existing products Al t wo L
be great for the population if a processing factory were opened in our area. The farmers would be able

to take and sell theirproductswithout the intermediar i es f or a # &@eadswelopmént e p
of fruit farming and dry fruit production is p
be a great support if aprocessing factorywould be available nearbyeven if they buy the fruit for a

low price. At least it would be stable income source and the harvest would notviested ; fithere
|l ots of frwuit here, i f a canning factory were ¢

Farmers believe that supportingotentially profitable agiculture activities, is important to develop
Tskaltubo municipality. This requires introduction of new varieties in animal tisbandry and fruit
growing. At the same time, the farmers should be trained and equipped witlew skills and
knowledge. As one of the farmers statedthe farmers do not know whatchemicals to use on the
| and, we know only nitrogen, and add it to everl

Farmers belive that increasing acess to low interest rate agrtbans would greatly help the
development of their businesses. The high interest rate of loans awvery little grace period have
negative i mpact on the agriculture development
fast, therefore, it takes much time to growthe business! can plant 10 treesvith my own financial
resourcesput | would be able to plant 20Q@reeswith a loan and this would give me a big boost since

it takes a couple of years for the trees to grow and give a profit.certain grace period is also
important if the governmentcanh e | p 5 onaidf the farmers stated.

It should be noted that thefarmers have positive attitudetowardsthe development of cooperatives.
In their opinion, the creation of cooperatives will further increase the demand for qualified staff in
agriculture and motivate youth. "Creation of cooperatives is important, it willmotivate younger
generationsasthere will be a demand for professional staff. At this stag®uth seek education where
they see employment opportunities, so it is necasg to create coperatives andattract the interest of
younger people in this field".

Threats

Farmers stated that they have had problemsth selling their herbs during the last period because
large quantities of herbs are being imported from Iran, which is sold at a lower price. "Herbs
imported from Iran are cheaper, so the competition is fierce, but the quality of our product is better.
Now we are unable to export our products, since exponarketsare closed, prices have dropped and
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it is no longer reasonable for farmers to grow herbs. Al ranian products pose
greenhouse products, there is no point to grow herbs anyreoOur main market was Russia, which

has been taken over by Iranian goods. We are now growing cucumbers and tomatoes. Herb market
failed to work and farmershavelarge debts".Someparticipants noted they are very pessimistabout
growing greenhouse herk "There is no point to have a greenhouse npgince the Russian market is
closed for us. In the recenperiod, farmers were trying to sell their herbs fof.3 GELon the Georgian
market. The only option left is Europe, but the market in Europe ligrd to penetrate'.

Farmersview, drought and wind & the most significant threats to agricultural developmentThe
Drought affects nuts, it reduces the size and weight of the nut". Drought has adwesffects on
livestock farming. As the farmers statedeeding the cattle becomes especially problematic during the
drought season when the grass dries up and t he
particularyd amagi ng, the ani mall astl oysdarmutcthe waer rgahg 0@
the focusgroup participants stated. Theitsation is complicateddue to the fact that the farmers do

not have sufficient access to irrigationsystems "If the lands were irrigated the problem would be
resolved and we would be able toavesome havest".

The farmers stated that another threat is thebsenceof signs onroads aboutanimals crossing. They

have to pay a penalty if a car hits one ofthtea n i mal s . AfiThe government re
roads which go through the village and wera responsible for paying a fine if a car accident happens.

It would be very helpful if there were somesigrs for the drivers This way the driver would drive

slowly and our animals would haveafespace to crosthe road®i one of the focus group partigiants

stated.

Another threat that was stated by the farmers is migration, whiaelates tothe decreasef qualified
workforce. Farmers noted that there aréessyoung peoplewilling to live in the villages, since they do

not see any opportunities for future development in the villages and have no motivation to wamk
agriculture. i Vi | lgettineg esmptyafrom young people in the whole Tskaltubanunicipality.
Everyone would rather go to the city to workand have a salaryhereo . AWhen you do
results from your work it makes youlosethe motivation and therefore younger generatiammakea
decision to |l eave the areao.

The focus group participant farmers also believe that unqualified veterirzars and agronomists are a
big threat to the development of the agriculture field. They stated that tlwwnsultancyprovided by

the veterinarians and agronomists frequently has no value since they have trouble to identify the
diseass correctly. According to the local farmers,the agricultural chemical storé personnel
sometimes take the role of an agronomist but they laskfficientk nowl edge. nMany
chemical stores have openednd these are storespened by people who have nevarsed fertilizers,

the farmersaskthem for advice,but unfortunately, the personnel is not educated to give adequate
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recommendations The agronomists were r epl aacnedfthefgcust h e
group participantstated.

Market price fluctuations onhazehuts, herbs and vegetables wereamedas another threat by the
respondentsFarmersnoted that significant pricevolatility causes serious problems in the production
process. They explained that the reason for this is tlege number of imported goods. "There is so
much imported goods that the local market igetting lost for us. Tomatoes, cucumérs are imported

all year from Turkey and the local products are not being sold. We are even hauviifficulty selling
Lechkhumur apples, which does have a higher pricand is much better than the imported product.

It is the same situatiorregarding thepoultry. Imported chickenmeatt ook t he | oc al ma
a problemwith selling of the hazehuts, asthe price has droppedn compaked to last year. Last year

the price was 10 GEL. It would be great [frices were stablgit is not worth to sell for a lesser price

since you have to ustertilizersand al so hi r e p e o.pAhotherthoeat, whidh evast i o r
namedby the farmers, is plant and livestock diseases. The farmers find it difficult to take appropriate
actions in response to the diseases becalisetothe lack of qualified agronomists and veterinarians.

Needs of agribusiness in Tskaltubo MunicipalitySWOT Analysis

The opinions of smal and mediumscale farmers are more or less the same; therefore they are
combined together in SWOT analysis:

Strengths Weaknesses
9 Market demand and capability to produce 9 Limited accessibly to agricultural machinery;
financially profitable products hazehuts, 1 Limited access to qualified agronomist and
herbs, corn, pig farming, viticulture); veterinarian services;
1 Large amount oimeadows 1 Low quality chemicals;
1 The existence of fertile agricultural lands; 1 Modest wral roads;
1 Favorable climate 1 Low availability of new varietiesand
1 Vegetabls production capaities. technologies;
1 Limited availability of financial resources
1 Low level of agricultural education;
1 The lack of irrigation systems;
9 Lack of agricultural lar;
1 An unstable market price of herbs.
Opportunities Threats
1 Opportunity for greenhouse @velopment 9 Climate conditions (drought, wind);
(strawberries, vegetables); 9 Low-cost imported GMO products;
1 Opportunity for development of dried fruit 1 Unqualified staff (veterinarians, agronomists and
(black plumy; specialized shops with unqualified consultants);
1 Recovery and development of the tea culture| f Outmigration of the young and outflow of
1 Opportunity to developthe crop farming knowledge;
(hazehuts, fruits, beekeeping, wheatmelons,| { The current economic situation (exchange rate
watermelon, eggplant, itrus) high volatility );
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1 The development of livestock farming (goats,
sheep)

1 The development opoultry farming;

The introduction of new varietiesof livestock

1 The development oexperimental farms.

=

=

Diseases;

Polluted environment;

Market price fluctuations fazehuts, herbs and
vegetables);

Wild predatoryanimals (wolves).

In addition, the focus group participants, small and mediustde farmers,madethe priorities for the

development of the municipality in the following way:

Diagram N2i Priorities Diagram
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The needs shown on the diagram above are:

1) Accessto agriculture machinery - Increasing the access to high quality agricultural

machinery is important for farmers to conduct their work.

2) Longterm, low interest rate agribusines®ansi increasng access to low interest rate and

long term loans are important for the development of the agricul@a businesses. It ialso

important for them to be providedby long-term grace period.

3) Access to qualified veterinarian and agronomist servidefarmers believe that the access

to quality veterinary services is very low and this issue nesah urgent atention.
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4) Irrigation systemsi one of the most urgent needs for the local farmers is the
infrastructural arrangement of irrigation systems and it is the only way to combat against
drought.

5) Farmer oriented educationi the farmers acknowledge the need tmise their level of
skills and knowledge in order to increase the efficiency of their agricultural activities.
They also express the will to learn about new technologies.

6) Control the quality of chemicals- the farmers stated the significant problenms low-

quality chemicals, since their ugge reducesoutput and has a negative impact on the
quality of the crops.
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Profile of Zestaponi Minicipality
General escription

The municipality of Zestapni is located
approximately 160 meters above sea
level, in the easternpart of the Kolkhis
plain on both banks of theriver Kvirila.
On the eastside it is bordered by the
municipality of Kharagauli,in the north-
eastthe Chiatura municipality, from the
west the municipality of Terjola, and
from the south-west the municipality of
Baghdati The extent ofannual rainfall is
1,190mm.

The municipality has one town and 17
communities (56 villages) The town of Zestani, which is the municipal centre, is locatedon both
the right and leftbank ofthe river Kvirila; the main railway station is located in theown.

Demography

According to official data, the municipality has a population of 76,208. Out of the total population,
only 32% (24,158 people) live in theown, while 68% live in the villages. Oraveragethere are 888
people per village. The population density is 1f#rsong km2, which is three times more than the
country average of 6 persongkmz,

Economy

A significant portion of the country's industrial enterprises is located in Zestaponi. In pactar,
joint-stock companies: "Ferto, "Saqkabel i o, il oni O, i Gwhere a 0
large quantity of wine, wine material, brand spirits and brandy are producetihe main industrial
products include: Various types of ferroalloysilicomanganesg electrolytic manganese, aluminum
and copper in different types of cables, bare conductors, high voltage converters, auto block and
alarm systems, voltage transformers for railways, home autotransformers and generators, electric
battery chargeraccessorig, refractory bricksand garment products, etc.

Agriculture

Agriculture is the key source ofincome in the Zestaponi ranicipality. Agricultural lands make up
19,200 ha, which is 46% of the total area, including arable land §697 ha, which is 40% of &l
agricultural lands. Orchards cover 3,058 ha (16%) amgadowshave 8,445 ha (44%). Vine, corn and
vegetablesproduction is priority in the municipality. Viticulture accounts80% of all agricultural
production per year. Vineyards occupy approximately 5,00ha of land. From the vinevarieties
harvested in the municipality (Tsolikauri, Tsitska, Krakhunadre produced. There are a couple of
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