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INTRODUCTION

BUCKWHEAT HONEY MARKET STUDY Introduction

With funding from the European Union, the European Neighbourhood Programme for
Agriculture and Rural Development (ENPARD) supports the Ministry of Agriculture of the
Republic of Armenia in ensuring an efficient and sustainable agriculture that contributes to
better living conditions in rural areas. The recent global financial crisis seriously
undermined Armenia’s economic growth and increased the poverty rate, leaving 32.4% of
the population below the national poverty line (2012), most of who live in rural areas.

Under the framework of ENPARD, the EU Delegation to Armenia has requested UNIDO
and UNDP to provide technical assistance for the development of producer groups and
selected value-adding chains. The Austrian Development Agency (ADA) has also provided
the associated top-up funding for the implementation of this component.

The project is in line with the UN Development Assistance Framework (UNDAF) 2010-
2015, the Millennium Development Goals, as well as the 2010-2020 Sustainable
Agricultural Development Strategy of the Republic of Armenia®. With regard to the latter,
the strengthening of producer groups makes the case for assisting in the formation of
cooperation between farmers and processing entities, assisting smallholders in the
establishment of production that can more quickly adapt to changing markets. With respect
to rural development, the government aims to create non-agricultural jobs and expand the
share of non-agricultural incomes in rural areas. Main targets of government support to
agro-processing and other value addition include the introduction of advanced
technologies and the increased competitiveness of products.

The overall objective of the UNIDO and UNDP complementary support is threefold,
namely (1) strengthening and newly establishing producer groups, (2) engaging producer
groups effectively in value addition and (3) strengthening value chains that provide
improved access to affordable, better quality food.

The project aims to strengthen producer groups, effectively engage producer groups in
value addition activities, strengthen value chains that provide improved access to
affordable, better quality food, contribute to the development of rural areas, improve
access to local and international markets, and ensure the introduction of environmentally-
friendly farming and food processing practices. To this end, the project will focus on
improving primary production, value addition (to include product development), and
marketing. The primary outcome of the project is to increase rural household incomes
through increased production and value addition in targeted value chains and marzes.

1Government of Armenia. 2010-2020 Sustainable Agricultural Development Strategy of the Republic of Armenia.
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In addition, Armenian consumers will directly benefit as more products will be available
nationally of a better quality and price. Furthermore, the project will promote exports which
will lead to improved trade balances, a stronger currency, higher incomes, job creation,
and resulting multipliers in the targeted components of the value chains.

The target direct beneficiaries of the project are the agricultural producers, members of
producer groups and their employees, their families and SMEs along the value chains as
well as Armenian consumers. The project also will focus on women, youth, and other
vulnerable groups.

In essence, UNIDO will be responsible for capacity strengthening, coaching, and the
provision of machinery, equipment, and other inputs as part of pilot projects when
producer groups are value addition related, and UNDP when the groups are commodity
production and marketing related.

The Government stakeholder of the project is the Ministry of Agriculture. Implementation
partners are, amongst others:

e Regional departments of agriculture, local authorities, and extension services;

e Non-governmental and other organizations and providers of advisory services
engaged in agricultural, rural and agro-processing development; and

e Input providers and buyers of products of the targeted value chains.

Project coordination is undertaken by the Project Manager in Vienna HQ and a Project
Coordinator (PC) in Armenia/ Yerevan.

In the framework of this project a value-chain analysis was conducted which identified
buckwheat as a high value crop to be produced by Armenian farmers. In addition to
supporting production, the project will develop up to five hulling, packaging and marketing
centers for buckwheat. The buckwheat value chain development activities will be closely
linked with the honey value chain, as buckwheat plants require bees for pollination. The
literature on buckwheat production recommends two to three hives per hectare of
buckwheat. With at least 200 ha expected to be cultivated with buckwheat in 2016, the
project expects to provide over 600 hives, which will also produce a substantial amount of
honey. Buckwheat honey has a specific taste, which reportedly does not appeal to all
consumers, and a darker color.

The purpose of current study is to analyze the specific production and marketing
characteristics of buckwheat honey, elements of the honey value chain, including
production costs, market size, and major constraints. It is expected that the analysis will
enable a better understanding of the required support to the farmers. The research will
also be useful for other honey producing groups applying for the project support.
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The objective of this assignment is to conduct an in depth market study of buckwheat
honey in Armenia, including:

1. New product testing: Conduct tasting of buckwheat honey with sample types/blends
of honey and packaging provided by the project staff and make conclusions on:

e What is the consumers’ attitude towards buckwheat honey?

¢ Are they willing to buy buckwheat honey if it is produced in Armenia?

e What are the estimated volumes of their consumption?

e What kind of primary and secondary packaging do the consumers prefer for
buckwheat honey?

¢ What is the price consumers are willing to pay for buckwheat honey?

e Where would the consumers like to buy buckwheat honey? What are the most
convenient sales channels?

2. Honey value chain diagnostic: Conduct a diagnostic study of honey in Armenia,
gathering information on the firm and Marz level regarding types of honey, sales,
seasonal price fluctuations, technology used, food safety standards applied, marketing
constraints, average production costs and net margins. The diagnostic would include a
final section on major limitations with regard to procurement, technology and
marketing.

3. Armenian market study: Develop a market study on honey and related products in
Armenia including the information on:
e The types of honey and related products consumed in the various regions of
Armenia,
e The sales channels of honey in Armenia,
e An estimation of sales volumes,
e Origin of honey and related products,
e Wholesale and retail prices,
e Purpose of use, e.g. cooking, fresh consumption, etc.,
e An evaluation of consumer preferences,
e An overall evaluation of sales potential.

4. Export market study: Identify the most promising export markets for honey and
related products from Armenia. Conduct a market study of these products targeting
Georgia, Russia, the Middle East and any other high potential country/region (Europe,
China, etc.) with the information on:

e The types of honey and related products consumed in the target countries,
e An estimation of sales volumes,

e Origin of honey and related products consumed in the countries,

e Wholesale and retail prices,

e Purpose of use, e.g. cooking, fresh consumption, medicinal, etc.,
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¢ An evaluation of consumer preferences

e An overall evaluation of sales potential.
Describe the main constrains of honey exports from Armenia to the target countries and
the basic requirements for honey imports to those countries.

Product recommendations and marketing plan: Elaborate a set of recommendations
on what honey products (pure, blended, etc.) the ENPARD supported cooperatives could
produce and design local and export marketing strategy with specific contact and sales
points for each market.

Data collection sources

Honey Value Chain Diagnostic

To conduct honey value chain diagnostic, the main actors of the value chain were
identified and interviewed, using snowball techniques. Honey producers were selected as
a start point for identification of other value chain actors and collection of relevant
information within the framework of the research. Research team distinguished two major
groups of honey producers:

a) Honey producer farmers, beekeeping households living in rural communities of
Armenia
b) Companies, legal entities acting in honey production sphere.

Thus, 41 honey producer farmers were interviewed in 21 communities from 7 marzes of
Armenia. As requested by the ENPARD project team, beekeepers were selected from the
communities, where the project had created producers’ groups for buckwheat and
buckwheat honey production. Identification of honey producer farmers was conducted
based on the information available at municipalities of target communities. The list of
interviewed honey producer farmers with their location and contact information is
presented in the Annex 1.

To identify honey-producing companies, the information from “yellow pages” and data
collected during the market screening were used. In total, 8 major honey producing
organizations were identified, 3 of which agreed to participate in interviews and answer the
guestions (seethe Annex 2). Other three organizations (Bzzz honey Armenia, Tamara-Fruit
and Multi Agro) provided only some qualitative information. Remaining two companies
were not accessible during the research period. The only identified company acting as a
honey wholesaler was Mer Sareri Holding Ltd., which was also interviewed within the
framework of the research.

In the meantime, expert interviews with sector specialists and representatives of honey
value chain supporting organizations were conducted to receive a relevant qualitative data.
The list of interviewed specialist is presented in the_Annex 3.
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Honey market study and Marketing experiments with buckwheat honey:

Honey market study was implemented in parallel with the new product testing, as the key
informants were almost the same for both researches. Research team distinguished four
groups of respondents as key informants for Honey market study and marketing
experiments with buckwheat honey. Those are:

e Hotels and restaurants,

e Retail trade points,

e Bakeries,

e Population.

The survey was conducted in Yerevan and 7 marzes, namely: Shirak, Lori, Gegharkunik,
Aragatsotn, Vayots Dzor, Tavush and Kotayk. The sample and the geography of the
researches are presented in the_Annexes 4-7.

The other important source of information was the screening of major retailers in Yerevan,
namely: SAS, Yerevan City, Nor Zovk and Kaiser Supermarkets.

Alongside with primary data received during the research, available secondary data was
reviewed, such as official statistics of targeted countries, sector related reports, Armenian

legislation, product requirements and quality standards, websites of foreign producers etc.

Data collection methods

The main methods for primary data collection were face-to-face semi structured and in-
depth interviews with above-mentioned respondents. While interviews with main groups of
informants were conducted by direct visits to their site, the survey of Armenian population
was conducted in a different way. The new product testing among population
Special stands were designed '
and located in retail trade outlets,
where consumers were asked to
taste the buckwheat honey and
answer some questions on their
attitude towards that honey, their
experience of honey consumption
and preferences in general. The
sample of the survey included
405 respondents from Yerevan
and 7 marzes. The methodology
of the survey and its sample size
made it possible to get efficient
and representative data.
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In addition, 5 focus group discussions were conducted with 5-6 participants in each to
collect more qualitative data. Focus groups included also blind testing of different types of
honey (two types of Armenian polyfloral honey and buckwheat honey).

To ensure the accuracy and efficiency of collected data the following actions were
undertaken:

e The schedule of fieldwork was designed including human, financial and time
resources needed for implementation of the survey.

e The optimal maximum daily quantity of interviews was set per each interviewer to
avoid overworking and to reduce the impact of human factor on the quality of the
survey.

e All interviewers and supervisors were properly instructed to enable them thoroughly
understand the questionnaires and the procedures for completing it.

e Pilot interviews were conducted both: to explore the particular issues that might
potentially have a negative impact on the survey results, and to ensure that the
guestions were understood by the respondents and there were no problems with
the wording.

Secondary data collection was conducted using desk research methodology from verified
sources of information.

Data collection instruments

Several types of survey tools were designed for this research to enable sufficient primary
data collection according to the ToR requirements. Taking into consideration the diversity
of data collection sources and information needed for different sections of the research,
separate questionnaires and guides were designed for each group of respondents. The list
of survey tools used for data collection is presented below:

a) Semi-structured questionnaire of population for buckwheat honey tasting and honey
market study;

b) Semi-structured questionnaire of hotels and restaurants for buckwheat honey tasting
and honey market study;

c) Semi-structured questionnaire of bakeries for buckwheat honey tasting and honey
market study;

d) Semi-structured questionnaire of retails trade outlets for honey market study and value
chain diagnostics;

e) Semi-structured questionnaire of honey producers and wholesalers for value chain
diagnostics;

f) Guide for focus group discussions;

g) Unstructured questionnaires for expert interviews with sector experts and value chain
supporting organizations.

10
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Data processing and analysis

Data collected during the research was revised and encoded, whereupon special
databases were developed. Taking into consideration the structure of questionnaires and
sample sizes of different respondent groups, the results of population survey were
processed with SPSS software, while the data collected from other respondent groups
(hotels and restaurants, bakeries, retails trade points, honey producers and wholesalers)
were combined and analyzed in Microsoft Excel software. To ensure the efficiency of
analysis all available primary and secondary data were verified, validated and
crosschecked.

11
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HONEY VALUE CHAIN DIAGNOSTICS
Honey Value Chain Map
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Honey value chain in Armenia essentially differs from the value chains of other products.
The main difference is the absence or little role of some value chain actors common for
most of other value chains. In classic chains, the following actors are participating:
producers, processors, wholesalers, retailers and exporters.

In Armenia, there is no practice of honey creaming and filtering widely used in many
foreign countries. Foreign companies usually filter honey to remove fine particles, pollen
grains and air bubbles from the honey. Filtering helps the honey to remain liquid for a
much longer period than unfiltered honey. The other method of honey processing is
creaming, which is implemented to control the process of honey crystallization. In this
process, raw honey is first pasteurized to Kill any yeast that may be present in the honey.
After pasteurization, previously processed creamed honey is added to the pasteurized
honey to produce a mixture of 10% creamed honey and 90% pasteurized honey. The
mixture is then allowed to rest at a controlled temperature. Creamed honey contains a
large number of small crystals, which prevent the formation of larger crystals that can
occur in unprocessed honey. In Armenia, the only technology that honey producers
practice is manual filtration of honey with metal mesh or gauze. According to the sector
specialists, this is not a proper way of honey filtration.

The second difference is a little role of wholesalers and retailers. In honey value chain in
Armenia, end products usually directly flow from producers to final consumers. In fact,
honey market is acting in terms of network marketing, where friends and relatives of
producers obtain a role of sales agents. In general, this model is effective for both
producers and consumers. It allows reducing the costs of marketing and escaping the
margins of intermediaries. Thus, the products that go by this channel have lower price than
the ones sold through traditional trade channels. The disadvantage of this system is that
producers sell honey in small batches and they are being paid by piecemeal.

The next difference is that there is no organized honey export system. In other markets,
such as fruit and vegetable market, there are companies specialized in exports. They buy
goods from a large number of producers, consolidate those and then export to foreign
markets. In honey market, producers export their produce themselves through the foreign
partners. Obviously, such an export system cannot be effective, because major foreign
importers buy honey in much larger quantities than Armenian producers are able to
produce and offer. Actually, a small number of producers is exporting limited volumes of
honey on non-regular basis.

Thus, the functions of honey value chain actors are the followings:

Producers — Beekeeping, transferring beehives, honey extracting, storing, packing,
retailing, exporting

Wholesalers — Storing, blending, packing and labeling, exporting
Retailers — Selling honey packed and in kilograms
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Beekeeping is a simple technology and all the physical inputs needed for beekeeping can
be easily produced at the local level. The main inputs required in beekeeping are bee
colonies, hive boxes, equipment, wax foundation, bee forage, water and medicine.

Bee colonies — In fact, bee colonies are the main inputs of honey production. Bee colony
usually consists of 1 queen, 100 drones and up to 60,000 worker bees depending on the
season. During their activity, beekeepers often need to obtain new colonies to replace
collapsed ones or to increase their production capacities. Most frequently, Armenian
beekeepers breed new colonies themselves or sometimes buy from other
beekeepers.

Hive boxes and frames—Beekeepers use different
types of beehives in different countries. Langstroth
hives are the most popular hives in the world,
especially in Europe and USA. Due to its
construction and possibility to add additional blocks,
it insures maximum productivity. In Armenia,
Dadant-Blatt hives prevail followed by Langstroth
beehives. Both Dadan-Blatt and Langstroth
beehives have simple construction and can easily be
produced by any carpenter. Thus, if beekeepers
need new boxes, they simply order nearest
carpenter or buy used ones from those who have
extra hives for sale. Usually carpenters ask
AMD25000 for new boxes with super. Used
beehives cost AMD5000-10000 in the secondary
market. There are also several specialized outlets in
Yerevan and marzes, which sell hive boxes, but they
are not popular due to relatively high prices. Beehives can be exploited for a very long
period (many beekeepers use Soviet time beehives). The only requirement is refurbishing
these boxes from time to time. Hive frame is a component of hive boxes, but it spoils much
faster than boxes do. Thus, beekeepers have to purchase new ones from time to time
either from specialized stores in Yerevan or in the nearest city (at AMD150-220 per frame).

Dadant Hive Langstroth Hives

Equipment-Only several types of equipment are used by beekeepers in Armenia. These

are:

e Smoker - used to subdue the bees when
opening a hive(price AMD 3500-5000)

e Hive tool - a metal object, shaped similarly
to a crowbar, used to pry apart frames,
scrape and clean hive parts, and do many
other jobs(price AMD 1500-2000)

Hive tools
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e Khnives - used to remove wax capping from the

frames(price AMD 1500-2000)

e Honey extractor- used to extract honey from
the frames (price AMD 100000-200000).

e Wax melter- used to melt beeswax. For this

purpose, producers usually use simple pans.

Listed equipment has a long depreciation period.
Thus, beekeepers need to buy new ones very rarely.
Beekeeping equipment is presented at some
specialized shops in Yerevan, such as firm shop of Multi Agro, Meghu and Bee City. The
last one also has branches in Kotayk, Tavush, Vayots Dzor and Gegharkunik marzes.

Knives Honey Extractor

Wax foundation - is used to give the bees a foundation on which they can build the
honeycomb. Beekeepers in Armenia use both: imported and domestic wax foundations.
The main producers of wax foundations are “Multi Agro” and “Nectar” beekeepers’ union in
Yerevan. There are also some production faciliies in marzes. The price of wax
foundations varies from AMD 5000 up to AMD7000 for 1kg.The main raw material for
production of wax foundation is beeswax produced by beekeepers, therefore often
producers of wax foundations provide beekeepers an opportunity to exchange raw
beeswax with wax foundation at some extra fee (up to AMD1000 for 0.9kg).

Medicine- The most common bee disease in Armenia as well as in many other countries
is varroatosis. Varroa mites are external honeybee parasites that attack bees. Russian
pharmaceuticals named “Bipin-T” and "Fumisan" are widely used against this disease in
Armenia. It is so popular due to its’ affordability (AMD 500 for 10 doses). However, many
specialists state, that this medicine should not be used because it has chemical basis and
does not meet European standards. Beekeepers also use “Nozemat” against nosema
disease (price - AMD 700) and “Oxivit” against foulbrood (price AMD2000). All these
medicines can be found in many veterinarian pharmacies and specialized beekeeping
shops in Yerevan and marzes.

All beekeepers buy and deliver inputs to their place themselves. There are no contractual
agreements between beekeepers and input suppliers. However, beekeepers do not
concern about it. The only problem they face is lack of finance. Only some of beekeepers
in remote regions mentioned the limited access to input market as a problem.
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Product

Honey is being produced almost in every country in the world. The color, flavor, and
composition of a particular variety of honey may differ depending on the climatic conditions
and flora of the country. Although there are many varieties of honey, all honey types can
be divided into 3 general groups: a) polyfloral honeys b) monofloral honeys and c)
honeydew honey. Bees using nectar from many different flower sources produce polyfloral
honey types. Alternatively, bees produce monofloral honey mostly from the nectar of one
flower species. Honeydew is a sugary liquid secreted by insects such as aphids while
sucking the plant sap. This sugary liquid is collected by honeybees and converted into
strong dark colored honeydew honey, which is also known as forest honey, pine honey, fir
honey, etc. In Armenia, mainly polyfloral honey and minor quantities of monofloral honeys
(such as linden and acacia honeys) are being produced. The reason is that there is a large
variety of plants and flowers growing here. Although polyfloral honey is common for all
marzes of Armenia, the honey produced in different regions may differ by its taste and
color. According to sector specialists, the main forage sources of “Armenian bees” are the
herbs. That is why Armenian honey is considered to be of a high quality. Nevertheless,
due to outdated methods of disease control and hive management, Armenian honey does
not meet standards of many developed countries.

In foreign countries, there is a practice of honey processing. Many consumers prefer
filtered honey, because it is brilliant transparent and remain liquid for a long while. In
Armenia, only raw honey is produced and consumed. Neither producers nor consumers
know about methods of filtering or creaming. At the same time, they consider that any
processing will affect the quality of honey. According to specialists, processing truly has an
influence on the quality of honey but doing that precisely enables keeping honey within the
standards.

In Armenia, also small quantities of royal jelly, propolis and apitoxin are produced?®. Royal
jelly is a milky secretion produced by worker bees. Royal jelly is a healthy food with the
highest content of natural hormones. It also helps to improve diabetes, strengthen ovary
function, improve woman menopause symptoms and enhances man sexual ability.

Apitoxin, or honeybee venom, is a bitter colorless liquid. It is good against rheumatoid
arthritis, nerve pain, multiple sclerosis, allergy (desensitization), them (venom
immunotherapy), swollen tendons (tendonitis) and muscle conditions such as fiboromyositis
and enthesitis.

2 During the research two producers were identified, who produce small quantity of apitoxin. They are Tevos
Sargsyan, a honey-producing farmer from Martiros community and Telman Nazaryan, the head of Nectar
union.
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Propolis is used for canker sores and infections caused by bacteria, by viruses (including
flu, HIN1 "swine" flu, and the common cold), by fungus, and by single-celled organisms.
Propolis is also used to treat nose and throat cancer®.

According to field specialists, production of above listed bee related products is much
more profitable than honey production. There is a huge demand abroad especially on royal
jelly and apitoxin. These products are also demanded in Armenia. Some of the
beekeepers surveyed during this research also produce small quantities of bee related
products and they never had any difficulties with sales of the latter. However, in general,
beekeepers do not have enough knowledge, relevant technical capacities and finance for
production of these products on an industrial scale.

Producers

In Armenia, honey is mainly produced in small and medium farms. Actually, no official
statistics is available on the number of beekeepers. According to expert estimations, the
number of beekeepers in Armenia is about 10000. Gegharkunik, Tavush, Lori and Vayots
Dzor marzes have the most favorable conditions for beekeeping in Armenia. According to
field experts, these four marzes account for about 60% of all beekeepers of Armenia.
However, beekeeping is popular in other marzes as well.

There are only few (up to 15) officially registered businesses in honey production sector,
including Bzzz honey, Multi Agro, Anushak, Natural honey, ERRA, Natural honey from
Vardenis, MAG, Tamara, etc. In fact, most of these companies are simple farming
households with relatively large quantities of bee colonies. They do not hire personnel and
do not use special technologies. They are just legally registered to be able selling their
honey through supermarkets in Yerevan or to export. The main peculiarity of those
companies is that they are packing and labeling/branding their produce. Taking into
consideration differences of sales channels and final product “design”, we separated
producers into two major groups: a) honey producer farmers and b) companies. During the
research, 41 honey producer farmers from 7 marzes and 6 companies were interviewed.

Capacities

Honey production volumes mainly depend on two major factors: a) number of bee colonies
and b) average honey production/yield per hive. There are different estimations on the
number of bee colonies in Armenia. Official statistics again is not available. Thus, the head
of “Nectar” union of beekeepers consider that the number of bee colonies is about
200,000-250,000. According to some media publications, there are about 500,000 bee
colonies in Armenia. Taking into consideration honey consumption volume in Armenia
identified through the countrywide survey (see the section Sales volumes), and average
honey production per hive during last years, the second figure seems to be more realistic.
Thus, average honey producer farmer own about 50 hives in Armenia. The capacities of
companies are much higher. Each of them owns 300-1000 bee colonies. The number of

% Source: http://www.webmd.com/
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bee colonies may change year by year due to colony collapse disorder?. The Table 1
describes the change dynamics of bee colonies in 2014 and 2015 in comparison with
2013.

Table 1 Dynamics of bee colonies and average productivity per hive*

2013 2014 2015
Number of beehives 100% 97% 103%
Average production per hive 100% 52% 86%
Production volumes 100% 51% 88%

*Estimation is based on results of producers’ survey

Although many beekeepers are concerned by the high-level of colonies collapse, the
number of bee colonies remains rather stable during the last three years. It means that
beekeepers replace collapsed colonies with the new ones. Usually, beekeepers do not
face major constraints while replacing collapsed colonies. They have enough skills to
breed new colonies themselves and rarely buy ones.

Production volumes variation is caused by fluctuations | Interesting citation: | can easily
of average production per hive due to climatic | increase the number of my colonies
conditions during the year. During the last 3 years, the | nd produce ten times more honey if

. . . . | am sure | can sell the whole
highest yield was recorded in 2013, in average 12kg production.
per hive. In 2014, this figure dropped down to 6kg per
hive and then rose up to 10kg in 2015. Honey producer farmer,

Gegharkunik marz

In general, producers are not planning to increase
their production capacities in the nearest future. They are not sure whether they will be
able to sell extra volumes of produce. They are ready to enlarge production only if new
market opportunities appear. Thus, the beekeepers consider that the main factor hindering
the improvement of their capacities is the absence of new markets.

Staff

Both: honey producer farmers and companies do not hire additional workforce for their
activities. Most part of honey production processes is carried out by the beekeeper and
his family members. In average three persons are engaged in honey production activities
in each beekeeping household. Only some processes such as transfer of beehives and
honey extraction may require additional workforce. In this case, relatives and friends of
beekeepers help them to handle those processes.

There are also some interesting examples of cooperation between beekeepers: some of
them help each other to transfer beehives and extract honey. This practice allows escape
hiring of additional personnel on one hand and share transportation cost between several

* Colony Collapse Disorder is general term used to describe the phenomenon of disappearance of bees.
CCD can be caused by many reasons including infections with Varroa mites.
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beekeepers on the other hand. The only identified company that hired a workforce is Multi
Agro to handle its’ production facilities in Meghri region and Kotayk marz.

Technology and production logistics

Technology sub-section: bee keeping

In early spring, beekeepers take the hives out of wintering places (closed space, where
hives are kept in wintertime) and move to the open air. The stock of honey within the hives
have usually been depleted by the end of this period as the beekeepers very often do not
leave sufficient quantity of honey in hives for spring period. Beekeepers should feed bees
and implement some treatments and sanitary works to have strong colonies. Beekeepers
mostly feed bees by sugar. According to specialists, it is allowed to use sugar as forage in
this period and it will not affect the quality of honey produced. In the meantime, they advise
using sugar powder mixed with honey instead of sugar, which is much healthier for the
bees.

Many beekeepers move there beehives from place to place during the year. Relocation of
beehives is the most costly process in beekeeping. Therefore, about 50% of honey
producer farmers included in the research just place the hives in their gardens and do not
move until the winter period. However, relocation of beehives ensures better sources of
nectar for bees, which impacts positively on the productivity of colonies. Most part of those
who move colonies have own transportation means. The average movement distance is
about 60km.

In winter months, beekeepers keep hives in closed spaces. For this purpose, they use
their basements, garages or separate buildings constructed for wintering of bees. Only
few of the surveyed beekeepers leave beehives on the open air. Though according to
experts, bees can be easily kept on the open air, in this case, colonies will spend more
energy for heating of their space and may need more honey for forage. Therefore, most of
beekeepers prefer to keep colonies in closed spaces.

Technology sub-section: extraction

Almost in all regions of Armenia, honey extraction period is late July to late August. Honey
extraction technology is very simple. Beekeepers take honeycombs to the closed room
where bees have no access and place them into honey extractors. There are two types of
extractors: manual and electric. AlImost all honey producer farmers in Armenia use manual
extractors, which are being exploited more than ten years. Though electric extractors are
more productive they are much more expensive and beekeepers cannot afford buying
those. Besides that, some of them are sure that electric extractors affect the quality of
honey produced. Only some of honey producer companies (such as ERRA and MAG) use
electric equipment for honey extraction due to large production volumes.
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Technology sub-section: filtering, blending and creaming

In Armenia, only raw honey is produced. Honey processing technologies widely used in
other countries of the world, such as filtering and creaming, are not common in Armenia.
The only operating blending facility identified during the research belongs to “Mer Sareri
Holding” LLC (see the section

Wholesaling). There is also not operating blending facility in Shirak region. “Association of
farmers and beekeepers of Artik region” NGO received blending equipment as assistance
from an international development project in 2013. Association was planning to process
honey produced by its’ members. However, due to low yields in 2014 and 2015, blending
facility remained unused.

Concerning filtering, the only technology that honey producers practice is putting metal
mesh or gauze over the container where honey is being poured. Moreover, most of the
producers refuse even this simple filtering method. They just pour the honey into jars and
wait a while. The superfluous patrticles rise to the surface and they simply remove those
with the spoon.

Technology sub-section: standards, marz level differences, constraints

According to field specialists, one of the core issues of honey production sector is the
week system of honey quality control. Honey of different quality is being produced and
sold at approximately the same price. Actually, consumers have no chance to be sure
about the quality of honey they buy; therefore, consumers prefer to buy honey only from
those producers they personally know. None of honey producer farmers interviewed during
this research had any quality control system in place. Moreover, most of them have never
made laboratory testing of their produce. They consider that their production does not
need any testing and they can ensure the quality without that. Only some farmers from
Syunik and Kotayk marzes mentioned that they sometimes took their honey to the
laboratory in Yerevan for testing.

On contrary, companies strive to obtain quality certification, especially organic food
certification. These companies are looking for opportunities to reach export markets,
where organic food is demanded and can be sold at comparatively higher prices. The only
institution in Armenia certifying organic food production is Ecoglobe LTD. According to
Nune Darbinyan, the head of Ecoglobe LTD, only 2 honey producer companies and 4
honey producer farmers obtained organic certificates.

Some technological issues mentioned by the honey producers are the followings:
e Lack of bee breeding skills and knowledge (mentioned by beginners)
¢ Difficulties with hive transportation
e Collapse of bee colonies (beekeepers mentioned that their colonies disappear very
often and they do not know the exact reason)
e Lack of finance to obtain electric extractors
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Interesting citation: Honey is being produced by bees. You should interview them about technological
issues. We just take a part of what bees produce.

Honey producer farmer,

Vayots Dzor marz

Packaqing and labeling

Honey producer farmers and companies use different types of packaging/labeling for the
final produce. Honey producer farmers usually keep honey in big 50kg aluminum jars or
pour it into 1.5kg (1 litter), 3kg (2 litters) and 4.5kg (3 litters) used glass jars. While selling,
they usually ask buyers to come with their own containers. Actually, honey producer
farmers have no or very low packaging costs. It is obvious, that none of them labels his
produce.

On contrary, companies pack and label about 80% of their produce to sell it through formal
sales channels mostly in glass jars.

The only identified company using packaging equipment is ERRA. Others pour the honey
into jars and glue labels manually.

Costs and margins

Honey production costs were calculated through in-depth analysis of economic activity of
all honey producers involved in the survey. For calculations each expenditure category of
all of the interviewed beekeepers were summarized and then divided to the total number of
their colonies to get average costs per hive.

The cost structure of both: companies and honey producer farmers is almost the same.
The only difference is absence of packaging and labeling component in case of honey
producer farmers. As the number of cost components is very limited for honey production,
those were not combined into larger groups. The cost structure in details is brought in the
Table 2.

The biggest cost component for both: companies and honey producer farmers is
“transportation costs”, which include expenditures of colonies’ relocation, transportation
costs of final produce to consumption markets and costs of truck loading and unloading.
As already mentioned, beekeepers periodically move beehives from place to place to
ensure best forage for bees. At the same time, producers also spend on transportation of
final produce to the consumption market. Transportation costs per hive depend not only on
destination distance, but also on number of hives. As bigger the number of beehives, as
lower transportation costs per hive.
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Table 2 Cost structure of companies and honey producer farmers in 2015

Share in total Share in total
Costs per hive, /AMD/ | Cost per kg (based on | (companies) (honey producer
10.4 kg yield) /AMD/ farmers)
Forage 768 73 10.8% 13.2%
Medicine 837 80 11.7% 14.4%
Frames 103 10 1.4% 1.8%
Wax foundations 84 8 1.2% 1.4%
Transportation costs 2121 203 29.8% 36.5%
Utilities 27 3 0.4% 0.5%
Refurbishment and
depreciation costs 1396 134 19.6% 24.0%
Jars (farmers) 115 11 - 2.0%
Packaging and
labeling (companies) 1432 137 20.1% -
Other costs 362 35 5.1% 6.2%
Total cost per kg (companies) AMD 682
Total cost per kg (honey producer farmers) AMD 556

The second biggest cost component for companies is “packaging and labeling costs” and
the third one is “refurbishment and depreciation costs”. For companies, “packaging and
labeling” category includes costs of jars, caps and labels. In the cost structure of honey
produced by farmers, the packaging component is missing. Farmers buy jars very rarely,
to replace broken ones. They do not need to buy big quantities of jars, as consumers
usually come to buy honey with they own containers. Thus the packaging costs have very
little share in the cost structure of honey producer farmers. Here, the second biggest
component is “refurbishment and depreciation costs”, which includes the renovation costs
of bee colonies’ “living conditions” and depreciation costs of other equipment used in
honey production.

The “forage” component mainly consists of the cost of sugar, which is usually given to
bees in early spring to strengthen the colonies. According to beekeepers, average volume
of sugar used as forage for bees is 2-2.5 kg per hive. It is known that many beekeepers
do not leave sufficient quantity of honey in beehives for wintering period and feed colonies
with sugar to get more profit. In this case, the cost of forage is much higher, but at the
same time, beekeepers get more honey per hive. However, beekeepers prefer to conceal
this fact, because it affects the quality of honey.

As we can see, salary costs are missing for both types of producers, because they
carry out their activities using only workforce of their family members. It is very
difficult to assess how much time they spend on beekeeping and convert it into
monetary form. However, the high profit margin compensates the efforts of producers
and their family members.

Thus, the average cost per 1kg honey for honey producer farmers is about AMD 556. The
same figure is a little bit higher for companies and comprises AMD 682.
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Honey prices are not cost-based in Armenia. Usually they depend on local supply and
demand. In average, the profit margin of honey producer farmers is about AMD 2400 per
kg and about AMD 2700 per kg in case of producer companies.

Prices

Producer prices of honey imperceptibly differ for honey producer farmers and companies.
Honey producer farmers sell their produce through informal network of friends and
relatives and ask from AMD 3000 to AMD 4000 for 1kg. However, farmers give some
quantity of honey as a “gift’” to those who help them with sale, which can be obviously
considered as a “commission fee” and should be subtracted from the producer price.
Thus, the price of farmers’ honey normally varies in the range of AMD 2650 - AMD 3650.

The price of honey produced by the companies is a little bit higher. It varies from AMD
2800 to AMD 4000 subject to individual extra costs of companies.

The seasonality of honey prices is very low. Prices usually do not fluctuate during the year.
Possible changes are mainly caused by the economic situation and supply and demand of
honey. Honey prices do not vary depending on producers’ geography. Price range
presented above is approximately the same for all marzes.

Marketing and sales

The main difference between honey producer farmers and companies is their sales
channels of final produce. Honey producer farmers either sell the main part of their
produce directly to final consumers or through informal network of friends and relatives
(see Table 3). Part of their produce (13%) goes to friends as a “gift/bonus” (referred above
as “commission fee”). It is interesting that the volume of own consumption is more than the
volume of honey sold through wholesalers and formal retailers taken together.

Table 3 Sales channels (honey producer farmers)*

Share of each channel (%)
Honey producer Companies
farmers

Consumed within the household 8% 3%
Given to friends and relatives 13% 5%
Sold to wholesalers 4% -
Sold through friends and relatives 35% 8%
Sold through retail trade outlets 2% 61%
Sold directly to final consumers 38% 19%
Exported - 4%

* Based on results of producer survey
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On contrary, almost 67% of companies’ produce goes to the retail trade outlets such as
shops and supermarkets and only 19% is sold by producers directly to final consumers.
Here again wholesale chain is missing.

Overwhelming majority of honey producer famers and companies do not implement any
marketing campaigns due to lack of finance, knowledge and skills. Some of producers
even consider that personal communication is the only marketing effort they need.
However, few quick-witted producers found a way of cheap marketing. They advertise their
products via social networks and advertising websites such as Facebook, list.am,
eagro.am. The last one is created with the support of United States Agency for
International Development (USAID) to promote trade of agricultural products. Currently
there are 194 producers promoting their produce with support of eagro.am. However,
according to phone interviews with some of the sellers, this promotion channel does not
generate somewhat significant sales.

As mentioned, the honey production volumes significantly depend on climatic conditions
and can vary from year to year. When the climate is favorable and honey production
volumes are high, producers always have difficulties with sales and some stock remains.
At the same time, in such “unfavorable” years as 2014 was, producers sell all produced
honey without difficulties. According to survey results, 63% of producers sold the whole
produce within 3 months in the last two years. About 21% of producers were able to sell
their honey within one year and only for 19% of producers, it took longer than one year to
sell the whole stock of honey.

Amongst the main constraints for sale and marketing of honey, producers mentioned the
following:

Interesting citation: The price is very

« Lowincome of population in Armenia, high. | can suggest lower price to sell

» Absence of wholesale chain, more honey, but | am worried that
« Difficulties with transportation of final produce, consumers will consider my honey to
o Low access to larger markets, be of low quality.

« High prices of honey in Armenia. Honey producer farmer, Aragatsotn

marz

The only identified wholesaler in Armenian market collecting honey from beekeepers on
regular basis is "Mer Sareri Holding" Ltd. The other two companies, i.e. Multi Agro and
MAG, collect honey from producer farmers occasionally, when they have an extra need for
that.

"MerSareri Holding" started operating in early 2014. Company collaborates with 16
beekeepers fromsixareas (Berkaber and Chinari communities in Tavush marz, Haytagh
community in Armavir marz, Karvajar in Nagorno-Karabakh, Lake Arpi in Shirak marz and
Urtsasar in Kotayk marz). Mer Sareri Holding has written contracts with all suppliers. In
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early spring, company estimates how much honey should be purchased for the current
year and makes orders to beekeepers. In 2015, the company stored and sold
approximately 5 tons of honey. It is interesting, that the company pays quite high price for
honey they collect (AMD 4,000 in 2015). According to George Tabakian, the director of
Mer Sareri Holding, the company demonstrates a corporate social responsibility aimed at
improving livelihoods in remote and bordering rural communities of Armenia.

The assortment of Mer Sareri Holding consists of six products differing by their origin
(Berkaber, Chinari, Haytagh, Karvachar, Lake Arpi and Urcasar). All these products go
under the general brand Honey.am. As the company has several suppliers from each
community, it blends stored honey before packing to get homogeneous produce. For this
purpose, company use blending equipment with 1.5 tons of holding capacity.

Honey.am is presented in some supermarkets and shops, such as “Parma”, “SAS”, and
“‘Hayr&Vordi Yeritsyanner” in Yerevan and “Gntuniq” Supermarket in Aparan. The honey is
sold mostly in glass jars of 485 grams, as well as in kilograms at Carrefour supermarket.
Company sells also to some cafes and restaurants such as Caffe Molinari Mall, Caffe
Vergnano Armenia and Tea Art Yerevan. However, the company is not satisfied with
collaboration with supermarkets due to delayed payments against the produce supplied. In
the coming year, Mer Sareri Holding is planning to stop cooperation with many retailers in
Armenia and concentrate mainly on the export markets.

Currently the company exports its produce to Lebanon, Saudi Arabia, United Arab
Emirates, USA and Russia. In those countries, the company is collaborating with small-
scale retailers. Approximate price of Honey.am abroad is about USD 10 for 1kg. There is
no information about export volumes of the company in 2015. However, according to
George Tabakian they plan to export about 70% of their produce in 2016.

Mer Sareri Holding is planning to increase its’ assortment. Particularly, they will produce
creamed honey, honey blended with chocolate and honey blended with chestnut in the
coming year.

Honey.am is one of few identified companies implementing some marketing activities. In
particular, they present their products on social media platforms, taking part in different
exhibitions both in Armenia and abroad, such as Exhibition in Mergelyan Centre
(November 6-8, 2015), Iran-Eurasia Exhibition (IEEX 2015) in Yerevan, ProdExpo 2015 in
Moscow, etc. Honey.am also participates in different mini bazaars both: in Armenia and
abroad (Christmas BAZAAR in Armenia Marriott Hotel Yerevan, Christmas Market in
Armenia, Western avenue, Gulf food Show in Dubai).
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Retail traders can be divided into 2 major groups within the honey value chain:

a) Formal retailers, such as shops and supermarkets
b) Informal retailers, i.e. friends and relatives of honey producers.

Formal retailers of honey are mainly located in Yerevan, where consumers have lower
direct access to honey producers. Only few of shops and supermarkets in marzes sell
honey. Formal retailers process or pack the honey before selling. They sell final products
as they are provided by producers. Approximate margins of formal retailers are about 21%
in average. Cooperation between producers and big supermarkets is mainly regulated by
formal written contracts. On contrary, there are mainly oral informal agreements between
producers and small shops in Yerevan and marzes. The main formal retailers are “SAS”,
“‘Hayr&Vordi Yeritsyanner”, “Carrefour” and “Yerevan City” supermarkets

The role of informal traders is quite substantial in honey value chain. Almost 90% of final
products’ flow is accounted for informal market. Producers usually deliver honey to
retailers in big aluminum jars. Informal retailers pour it into containers of consumers while
selling. Margins of informal retailers are about 13% (mainly in form of honey).

Armenia exports very little volumes of honey. Moreover, export volumes are dropping
during the last years. Armenia exported only 4.3 tons of honey of USD 75,752total value
(in average at USD 17.6 per 1 kg)in 2014 against 6.7 tons in 2013. There is no bulk
exporter in honey value chain. Honey is exported by individual efforts of certain producers.
China was the main export destination of Armenian honey in 2013-2014 organized by
"Anushak” Armenian-Chinese CJSC established in 2013. Anushak obtained different
certificates of organic production from the following institutions: Organic Armenia (2014),
USDA Organic (2014), Ecoglobe LLC (2015).

Figure 1 Honey export directions in 2012-2014 The second direction of honey

export is Russia. Three companies

79%
61% 60% currently export honey to Russia,
namely: Bzzz honey Armenia,
28% Honey.am and Tamara. The share
of exports to Russian market was
17% 19% 20% higher in 2012, when Bzzz honey
. I started its’ activity. The company
0% 2% 0% 1% 0% 1% 0% 1%
— developed very presentable brand
china ussiz v usA others design and got access to Russian
market through the business
linkages of its’ owners. However, due to devaluation of Russian ruble, this market became

less and less attractive for exporters in the last two years.

H2014 m2013 m2012
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Thus, the main exporters of honey and their export directions are the following:

Table 4 The main honey exporters in Armenia

Exporter Export directions
Anushak Armenian-Chinese CJSC China
Bzzz honey Armenia Russia, Denmark, France
Mer Sareri Holding LLC Lebanon, UAE, Saudi Arabia, Russia, USA
Tamara-Fruit CJSC Russia, USA

In 2012-2013, some quantity of honey was exported also to United States by the efforts of
Armenian Diaspora representatives in the USA. One of the exporters currently living in
USA shared his practice of selling Armenian honey in USA:

Interesting citation: We imported honey from Armenia and distributed that to retailers, but we were able
to sell only small quantities for a long time. After several months, a Jew came and suggested to buy all
remaining stock with low prices. Of course, we agreed. Then after a while, we sow our honey in
supermarket marked as “K product” The letter "K" indicates that the food is Kosher. It means that it
complies with Jewish dietary laws and it has been processed under the direction of a rabbi. The Hebrew
word "Kosher" means permitted according to Torah Law. They sold all quantities in very short time.

Most of producers and field experts consider that in terms of quality Armenian honey has a
very high potential to achieve foreign markets. However, export volumes remain low due
to the following reasons:

e The price of Armenian honey is very high.

e Producers do not have enough quantities to be interesting for international bulk
buyers.

e Disease control system of bee colonies is out of date in Armenia. Some medicines
used by Armenian beekeepers do not meet European standards.

e There are no wide-scale wholesalers collecting honey from different producers for
exporting.

e Russian market lost its’ attractiveness due to devaluation of Russian ruble.

There are different service providers involved in honey value chain in Armenia, such as
input providers, transportation service providers, certification agencies and extension
service providers. The analysis of honey production inputs and input suppliers is presented
inthe begging of the section. The other supporting service providers are the following:

e “Nectar” Beekeepers Union — the largest beekeeper union in Armenia with branches
in all marzes. The number of union members is about 7500. Union provides mainly
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professional consultancy/extension to its’ members. The head of the Union is
Telman Nazaryan.

e Federation of beekeepers in Armenia —  Provides professional
consultancy/extension and sells inputs for beekeeping in all marzes in Armenia. The
head of the federation is Roza Tsarukyan owning largest beekeeping facilities in
Armenia.

e Ecoglobe Ltd. — the only organization in Armenia certifying organic production. The
head of Ecoglobe Ltd. is Nune Darbinyan.

e Food testing laboratories, such as “Republican Veterinary-Sanitary and
Phytosanitary Laboratory Services Center” SNCO (RVSPCLS), Standard Dialog
LLC and Laboratory of State Institute of Standards. Though all mentioned
organizations provide food laboratory testing services, the demand for such
services is still low amongst honey producers. Producers mainly apply for testing
their produce while exporting. However, it is supposed that the role of RVSPLC
laboratory in honey will increase in the nearest future. In 2013, Armenia was
included in the list of countries eligible to export honey to European Union (EU)
countries. During the last years, RVSPLC has been participating in EU monitoring
program. RVSPLC has successfully passed through all stages of monitoring
program and in the end of 2015, the administration of laboratory announced that
now they are eligible to test honey in accordance with European standards and
certify Armenian exporters.

e Agricultural support republican center (ASRC) —Provides professional
consultancy/extension in all spheres of agriculture including beekeeping. ASRC has
regional unites in all marzes of Armenia.

e Regulatory agencies such as the State Service for Food Safety with its Veterinary
inspection department, which is eligible for prevention and control of infectious
animal diseases and control of production, import and export of animal products.
However, according to experts and honey producers, the state regulation in honey
production sector is not at sufficient level. The main diseases of bee colonies
remain not addressed by state agencies and there is not a designed policy for
prevention of those diseases.

¢ International development agencies implementing different projects to improve
capacities and skills of beekeepers and to increase access to new markets.
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HONEY MARKET STUDY

Types and origin of honey

Armenian honey market is very specific with its own rules and peculiarities. The main
difference from other goods’ markets is the highest level of informal trade. Retail trade
outlets play a very little role in honey sales system. Producers either sell honey directly to
consumers, or do it informally via friends and relatives living in the nearest city or in
Yerevan. Thus, friends and relatives of producers play a role of a salesperson in the honey
sales system.

The second feature of Armenian honey market is SAS Supermarket - Honigmayr (Austrian
the domination of local produce over imported brand)

honey, which is represented in Armenia rather |
weakly. According to official statistics, only 915kg
honey with of USD 11,500 total value was imported
into Armenia in 2014°. Due to low demand of
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r(/ﬁio( /4&%7;’ 5 7 ﬁ" (‘cjg,'m -/,.[(%f:

foreign brands amongst Armenian consumers, OuNoenL 0TI 51 Tmkerbonig 2 0 py s grgaoN

there are no bulk importers of honey. Only few big
supermarket chains import honey to have an
assortment of imported brands on the shelves (most of them are presented in SAS
supermarkets).

MAG and Multi Agro (Armenian brands) The third feature is a low level of recognition and

== 3 popularity of honey brands. In Armenian market,
: honey is usually packed in glass jars without
any labels and considered to be a high-quality
*-,-‘ﬂs:,‘“ma,'m:h = FON B “home-made” product. Consumer survey
%““ﬁn"ﬁ'ﬁé'&}t‘fé*’ﬂ JL 7%, 2 carried out during the market study shows that
AL only 4% of interviewed 405 consumers know at
least one local brand of honey. They named “Multi
agro” and “Tamara”. The lion part of consumers
refers to the origin of honey rather than the brand (honey from Goris region,
Yeghegnadzor region, etc.). The same situation is observed with foreign brands: none of

interviewed consumers mentioned any foreign brand of honey.

In spite of low level of brand recognition, currently quite a large assortment of brands is
represented in the market unlike several years ago. The “oldest” brands of Armenian
honey market are “Multi Agro”, “MAG”, “ERRA”, “Natural Honey” and “Natural Honey from
Vardenis”.

®Source- NSS/Foreign trade of the republic of Armenia by commodity subgroups for 2014
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Another brand that is relatively new in Honey.am (Armenian brand)
Armenian market is “Honey.am”, which
includes several types of polyfloral honey
differing by their origin. This brand has quite
a pretty design. The honey is packed in
glass jars of 0.48kg weight. Honey.am is
presented at SAS, Carrefour, Hayr & Vordi
Yeritsyanner supermarkets.

The most prevalent product in Armenian
market is raw polyfloral honey produced : . 2
locally by individual farmers. Though Armenia is a small country, the honey produced in
different regions differs by flavor, color and composition due to climatic conditions and flora
of the regions. The only monofloral honey produced in Armenia is linden honey. Above-
mentioned supermarkets also sell some types of imported raw and creamed monofloral
honey, such as acacia honey, linden honey, beech honey, etc.

During the market observation, only one Zolotoy Naliv (Russian Brand)
brand of buckwheat honey was identified, :

namely: Russian brand Zolotoy Naliv
produced by Stoev food processing
company. The company offersa large
assortment of produce such as tomato
paste, different souses, juices, vegetable oll,
etc. being imported to Armenia by “Gndapet
Kamo Atanesyan” LLC. Honey Zolotoy Naliv
is packed in 0.25kg glass jars. It is presented in "Hayr & Vordi Yeritsyanner" supermarket
and few other retail trade outlets in Yerevan.

Production of Multi Agro Honey related products are also mainly sold in Armenia
- informally. As mentioned previously, some beekeepers
produce small quantities of beeswax, royal jelly and
apitoxin. The first product is designed for own
consumption. Producers usually exchange that with
honeycombs. The other two products are usually sold
directly to consumers.

The only identified retailer selling honey related
products is the firm shop of "Multi Agro" scientific and
production center. The following products are available
in the shop:

o Pollen
o Honeycombs o Solution of propolis
o Pollen tablets with honey o Propolis ointment

30



‘,% M{ "

BUCKWHEAT HONEY MARKET STUDY Honey Market Study

All these products are being produced by Multi Agro and further processed by “Yerevan
chemical-pharmaceutical firm” OJSC.

Prices

The price of honey differs depending on origin and sales channel. For convenience of
calculations, we distinguished three groups of products:

e Armenian honey being sold informally,
e Armenian honey being sold through retail chain,
e Imported honey.

The retail price range of the first group is AMD 3000 - 4000 for 1kg and the average price
is AMD 3600. This is the lowest price range available in Armenian market. This is quite
natural given that there are no packaging costs, taxes and margins of resellers. The honey
is being packed in glass jars and sold directly to the final consumers through informal
network of relatives and friends. Usually these kind of “resellers” add no margins to
producer prices. They receive some honey from producers as gratitude for their services.
Deducting the value of the “gift honey” from the producer price, the wholesale price
(producer price) range varies from AMD 2650 to AMD 3650 and the retail price range
is AMD 3000 - 4000 for 1kg of informally sold honey.

In the second group, several brands of Armenian honey are included (presented in the
below Table 5). The price varies depending on the producer and the retailer. Thus, the
most expensive Armenian honey is the one of “Honey.am” with the retail price of 1 jar
(0.48 kg) of AMD 3500. The cheapest one is offered under ERRA brand at AMD 3500 for
1kg in retail chain. The average retail price of other brands is about AMD 4500 for 1kg.
Retail trade outlets usually add 20-22% margin to producer price. Thus, the retail price
range of these products varies from AMD 3500 to AMD 7300 for 1kg and wholesale
price from AMD 2800 to AMD 6000.

Table 5 Armenian main honey brands and their prices

Brand Producer Packaging type| Weight (kg) | Retail price [Comparable
(AMD) price for
1lkg
MAG G. Hyusyan P/E | Plastic container 0.14 630 4500
0.25 1100 4400
0.3 1470 4900
0.4 1920 4800
Glass jar 0.14 700 5000
0.46 2000 4348
0.75 3000 4000
1.0 3850 3850
ERRA A. Plastic container 0.15 550 3667
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Hovhannisyan 0.2 880 4400
PIE Glass jar 0.3 1100 3667
0.45 1600 3556
0.85 2950 3471
Tamara Tamara Fruit Glass jar 0.25 1600 6400
CJSC 0.5 2200 4400
0.70 2970 4243
Natural Honey |A. Mkhitaryan |Plastic container 0.15 700 4667
P/E 0.2 900 4500
0.45 1920 4267
0.75 3120 4160
Glass jar 0.45 1900 4222
0.7 3000 4286
0.75 3300 4400
Natural Honey|H. Hayruni P/E |Plastic container 0.18 750 4167
from Vardenis 0.45 2200 4889
Glass jar 0.3 1320 4400
0.5 2180 4360
0.65 2780 4277
0.75 3150 4200
1.0 4000 4000
Honey.am Mer Sareri Glass jars
Holding LLC 0.48 3500 7292

The price of imported honey is the highest in Armenian market. As already mentioned,
only few foreign brands were identified during the market screening. Some of them are
imported directly by retailers, the others by wholesalers. Unfortunately, neither retailers,
nor wholesalers agreed to provide information about producer prices of the products they
import. Therefore, we took the retail prices in the countries of origin of those products for
comparison. Thus, the price of Austrian honey Honigmayr is AMD 7,950 for 0.4kg in SAS
supermarkets. The price of the same brand in Austrian retail market is EUR 6.59 (AMD
3,500 equivalent).Retail price of buckwheat honey Zolotoy Naliv, imported by wholesaler,
is about AMD 2,000 for 0,25kg. The wholesale price is AMD1600. The price of the same
product in Russian retail market is about RUB 130 (AMD 900 equivalent). Thus, the
prices of imported honey are 2-3 times higher than the prices of locally produced
honey. However, this difference does not affect retail prices in Armenia due to negligent
share of foreign produce in total consumption.
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Standards

Actually, the only state standard for producing and
selling honey in the local market is Armenian
Standard 228-2003, which was developed on the
basis of Russian GOST standard and entered into
force in 2003. However, most of the producers do
not match these standards. They produce honey
by traditional technology and never carry out
laboratory tests to check whether their produce
meets national standards. Moreover, even through
formal retail chain, honey is usually sold without
any certificates and often even without any labeling. Thus, the only possible way for
consumers to check the quality of honey they buy is traditional methods like spreading it
on paper and burning. If the flame goes out when it reaches the honey then the honey is
pure, otherwise it contains sugar. That is why, consumers usually buy honey directly from
producers they know personally and trust. Otherwise, they cannot be sure about the
quality of honey. Only some export-oriented companies test their produce in laboratories to
get quality certificates required in foreign markets.

Sales volumes

There is no official statistics on honey production and sales volumes in Armenia. National
Statistical Service or RA keep some records but do not publish them. They are not sure
about accuracy of their data. However, the survey team made some estimation based on
consumer survey results. According to it, the consumption volumes of honey is equal to
1.74kg per capita in Yerevan and 1,48kg in marzes Based on official statistics on
population of Armenia the annual consumption of honey in Armenia is equal to 4450
tons of AMD16 billion (USD33 million) value.

Almost 58% of total consumption is accounted for marzes and 42% for Yerevan.
According to the survey results, in marzes 97% of honey is sold informally and only 3% -
through formal trade channels. The share of formal trade is higher in Yerevan comprising
about 14%. Thus, about 400 tons of honey is sold annually through shops and
supermarkets in Armenia. According to rough calculations, annual honey sales
volume of formal traders is equal to AMD 1.8 billion.

According to consumers’ responses, the volume of their consumption has not changed
significantly over past years. It means that the market size is relatively stable. However,
the same cannot be said for honey production volumes. The annual production volume of
honey mostly depends on the climatic conditions. In years of favorable climate conditions
more than 7000 tons of honey is produced, whereas in less favorable years, production
volumes can drop down more than twice (and be less than 3000 tons). In the year when
the production volume is large, there is an oversupply and producers keep surplus honey
for selling during the next year. Thus, in long-term perspective supply and demand of
honey are rather balanced.
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Consumer types

Initially four groups of respondents were distinguished to conduct analysis of consumer
preferences. These are a) hotels and restaurants, b) bakeries, c) beauty salons and body
care centers and d) population of Armenia.

Hotels and restaurants - Service sector is one of the most perspective sectors of
Armenian economy. Though Armenia is a small country, there are many hotels, B&B-s and
entertainment entities in Armenia. Most of the hotels serve breakfast to its clients and
consume honey on regular basis unlike restaurants and cafes.

Bakeries - Raw honey is one of the best sweeteners available for use in baking. It is much
better than processed sugar. However, honey is very expensive in Armenia; therefore,
many bakeries use sugar or artificial honey for baking. During the research, only few
bakeries using natural honey for production purposes were identified and interviewed.

Beauty salons and body care centers — Many of beauty salons and body care centers
suggest different procedures with honey and beeswax. 20 such entities were interviewed
to find out what practice of honey consumption they have. It turned out, that none of
interviewed salons buys honey. They mentioned that this kind of procedures have low
demand in Armenia. The second reason is that salons do not trust the quality of honey
available in the market and ask their clients to bring own honey for procedures shifting this
responsibility to the customers. This group of respondents further on was excluded from
the study.

Population — Finally, the largest and most important group of respondents is population of
Armenia. According to official statistics, current population in Armenia comprises about 3
million people. During the survey, it was found out that almost 90% of population of
Armenia consumes honey regularly.

Consumers preferences

The only type of honey consumed in Armenia is polyfloral raw honey. Almost 99% of
respondents in all three groups mentioned, that they consume only this type of
honey on regular basis. Moreover, most of them have never heard about other types of
honey, such as monofloral, creamed, etc.

Imported honey is not demanded in Armenia. Less than 1% of population consumes
imported honey. Bakeries and hotels/restaurants also prefer Armenian honey. Only some
hotels, which are the part of international hotel chains, use foreign brands.

There are only several companies acting in honey production sector in Armenia. Honey
produced by farmers is considered as a primary agricultural product and enjoys tax-free
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regime. Only 10% of population buys produce of companies, whereas 90% buys honey
from those suppliers they know personally and trust. As for the hotels and restaurants, the
share of those who prefer produce of companies is approximately 40%, which prefer to
cooperate with legally registered organizations. Bakeries also prefer to buy honey
produced by the farmers. The reasons are the same as in case of population.

For many years, farmers have been packing their produce in glass jars and sell without
any marks and labels. Moreover, very often consumers come to buy honey with their own
containers. Thus, 97% of population prefers the honey to be packed in glass jar. They
mentioned that honey maintains its’ characteristics in glass containers. About 70% of
interviewed respondents also mentioned that they do not need honey to be labeled,
because they know about the quality of the honey they consume without any labels. Only
30% of respondents consider that producers should label their produce. The situation is
the same with the bakeries. On contrary, about 60% of hotels and restaurants would like to
buy properly packed and labeled products.

Table 6 Frequency of honey purchase

Most part of population buys honey once
or several times a year (see Table 6). As

Hotels and | Bakeries

restaurants

Population

1-2 times aweek

0,3%

3,3%

9,1% | honey does not spoil, people buy it once to

1-2 times a month

3,1%

23,3%

2739% | use it throughout the year. The largest

Several times a year

36,2%

36,7%

guantity of honey is being sold in autumn

27,3% : ) .
and winter, right after honey extraction

Once a year

56,8%

36,7%

364% | period. “New” honey, while it has not yet

Lessthan once an year

3,6%

0,0%

0,0% | crystallized, is more demanded amongst

consumers. Bakeries and hotels also
prefer to buy honey for the whole year use, but sometimes they have to buy additional

quantities.
Table 7 Annual consumption of honey per household

In average, the annual consumption of Yerevan | Marzes

honey per household is 6.4kg in Yerevan |1.skg 57,3% 61,6%

and 5.3kg in marzes. Overwhelming |e.10kg 21.1% 18,6%

majority of households consume honey |11.50kqg 5.0% 8.3%

on regular basis. Average annual |yore than 21kg 5 506 17%

consumption of honey per capita is equal |5, ot consume 9.2% 9.9%

to 1.48kg in Armenia. This figure is
higher than in many countries in Europe, where annual consumption per capita usually
does not exceed 1kg. It is natural, because in Armenia honey consumed not only as a
food, but also as a medicine. That is why there are some similarities between honey
market and market of pharmaceuticals. Particularly, the price of honey does not affect
consumers’ choice. They are ready to pay high price for quality product. The most
important factors for population are the quality, taste and smell of honey. Only for those,
who consume honey for business purposes (hotels and bakeries) the price is a critical
factor. The Table 8 describes the importance of different factors for consumers when
purchasing honey.
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Table 8 Importance of factors affecting consumers’ choice (5-high importance, 1-low importance)

Population Hotels and restaurants Bakeries
Quality (purity)* 5,0 49 50
Tried/tested 4.5 4.6 4.5
Origin 4.0 4.1 4.5
Producer 4.2 3,9 4.5
Taste 4,8 4,8 5,0
Smell 4.7 4.7 4.7
Price 3,7 4,6 4,7
Brand 2,3 3,3 3,7
Container type 3,1 4.4 35
Design 2,0 2,6 2,9
Labeling 2,4 3,2 3,5
Color 4.4 4,6 4,0
Appearance 4,5 4,5 4.4
Density 4,4 4,7 4,2

* The main quality criterion for the consumers is the purity of honey.

Consumption directions

Honey can be consumed in different directions. One can eat honey directly, put it on bread
like a jam, mix it with juice or any drink instead of sugar, or mix it with different herbs to
make a medicine. Honey is also good for cooking and baking.

However, Armenian population mostly
prefers to consume honey freshly.
Because of the high price, only 12% of the
whole quantity of honey consumed within
the households is used for cooking and
baking.

Through hotels and restaurants, honey
also mainly goes for fresh consumption.
The share of freshly consumed honey is
about 85%. The other 11% goes for
baking and 4% for cooking. The most
common types of honey cookies in
Armenia are Pakhlava, Anthill and Flaky
cake.

Figure 2 Directions of honey consumption within

the households

Baking
11%

Cooking
1%

Making body care means
1%

Making folk medicine
5%
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MARKETING EXPERIMENTS WITH BUCKWHEAT HONEY
Consumers’ Opinion on Buckwheat Honey

During the marketing experiments, all groups of respondents were asked to assess the
taste, smell and appearance of buckwheat honey. They had not been informed what type
of honey they were trying. The results are presented below.

Population

People, in general, liked the taste, smell and appearance of buckwheat honey. They
mentioned that the honey they had tried has a specific pleasant taste and smell and looks
like natural clear honey. Initially it was supposed that the specific taste and dark color may
not appeal to consumers, but in fact, 67% of interviewed respondents marked the taste of
buckwheat honey as “good” and “very good”.

Figure 30pinion of people about Figure 4 Opinion of people about Figure 5 Opinion of people about

taste of buckwheat honey smell of buckwheat honey appearance of buckwheat honey
Average rating: 3.8 (Good) Average rating: 3.6 (Good) Average rating: 3.9 (Good)

Some of those who gave negative feedback to buckwheat honey mentioned that it have a
“burnt” taste and pungent odor. The other displeased respondents told that it has a taste of
melt sugar and they think the honey is not natural.

However, the results of focus groups discussions differ from the survey results. After blind
tasting of different types of honey, respondents in general expressed negative reaction to
buckwheat honey characteristics.

In general, most of the respondents were concerned about sharp and unpleasant smell of
buckwheat honey. Others mentioned that it smells like tobacco. It is interesting, that many
participants considered that such odor might be peculiar to pure 100% natural honey.

The taste of buckwheat honey also did not appeal to most of the participants of focus
group discussions. They mentioned that the honey had a bitter taste and would not be
good for fresh consumption as a food. At the same time, they told that the honey probably
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must have high healthy features and can be consumed in little quantities with the purpose
of health improvement.

Concerning to honey appearance, the opinions of participants divided: half of them
considered that the honey had a very pleasant color and sufficient density, peculiar to
natural honey. The others mentioned that the honey did not look good. According to them,
the honey seems to be heat-treated, which could mean that the honey had lost its healthy
qualities.

Hotels and restaurants

The majority of representatives of hotels and restaurants also expressed positive
impression on buckwheat honey. The most common response was “this is unusual, but we
like it”.

Figure 60pinion of representatives  Figure 7 Opinion of representatives Figure 8 Opinion of representatives

of hotels and restaurants about taste of hotels and restaurants about of hotels and restaurants about
of buckwheat honey smell of buckwheat honey appearance of buckwheat honey
Average rating: 3.7 (Good) Average rating: 3.7 (Good) Average rating: 3.8 (Good)

Only few of respondents disliked buckwheat honey. They mentioned that it was too sweet,
had a strange appearance and unpleasant smell.
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Retail trade outlets

The perception of representatives of retail trade outlets differs from previous two groups. In
general, retailers gave middle scores to all three characteristics of buckwheat honey. Most
of “neutral” respondents just told that the honey had unusual taste and appearance.

Figure 90pinion of representatives  Figure 10 Opinion of representatives Figure 11 Opinion of representatives
of retail trade outlets about taste of  of retail trade outlets about smell of of retail trade outlets about

buckwheat honey buckwheat honey appearance of buckwheat honey

Average rating: 3.0 (Normal) Average rating: 3.1 (Normal) Average rating: 3.2 (Normal)

Displeased respondents mainly mentioned that the honey was too sweet. The others told
that the honey had a “burnt” taste and smell.

Bakeries

Representatives of bakeries in general reacted positively on buckwheat honey (see Figure
12-Figure 14). The average rating of all three characteristics is 3.5, i.e. something between
“‘Normal” and “Good”. However, the positive response of respondents does not mean that
they will use buckwheat honey for their production purposes. By their opinion, buckwheat
honey is good for fresh consumption but it does not match their production needs. Here
again a few displeased respondents mentioned the “burnt” taste and smell of buckwheat
honey.

Figure 120pinion of representatives Figure 13 Opinion of representatives Figure 14 Opinion of representatives

of bakeries about taste of of bakeries about smell of of bakeries about appearance of
buckwheat honey buckwheat honey buckwheat honey
Average rating: 3.5 (Good) Average rating: 3.5 (Good) Average rating: 3.6 (Good)
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As it was mentioned, the participants of marketing experiments had not been informed
what type of honey they tasted. After assessment of characteristics of buckwheat honey,
we asked them to guess what type of honey it was. Only 10% of interviewed
respondents recognized buckwheat honey. The overwhelming majority of them (59%)
found it difficult to give any answer. The others thought they had tasted polyfloral honey,
chamomile honey or tobacco honey, etc.

Figure 15Experience of buckwheat honey The reason of respondents’ non-acquaintance is
consumption that buckwheat honey is not common product
for Armenian market. As presented on Figure

oont 15, only 12% of respondents have consumed
1% buckwheat honey previously. They mentioned
Ihave that they bought buckwheat honey while being

I have never

consumed it ey in Russia or Ukraine. The vast majority (86%) of
86% 12% respondents has never consumed buckwheat
lconsume it honey. Even more, 75% of respondents have

1% not heard about such type of honey before.

Approximately 25% of interviewed respondents
know that the buckwheat honey is very healthy. They mentioned that it improves the
immune system, regulate blood pressure and it is good for diabetics and those with
stomach or pancreas diseases. Some respondents also mentioned that they know nothing
about buckwheat honey, but they guess it must be very healthy, as buckwheat itself is
good for health.

Population

As mentioned above, people in general had a Figure 16 Willingness of population to buy
positive feedback on buckwheat honey. This Puckwheathoney

statement is also proven by the following
statistics: more than half of interviewed
respondents are willing to buy buckwheat
honey if it is produced in Armenia (see Figure
16). The share of those who are willing to buy
buckwheat honey is approximately as twice
bigger in Yerevan as in marzes. It is natural,
because population of Yerevan is more apt to
changes than population of marzes. As
presented in previous sections, consumers buy
honey directly from producers in marzes. They know the producers personally, trust them
and will not consume any other products. Even more, some of respondents had own

Difficult to
answer
27%
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production of honey. That is why, only 38% of interviewed respondents in marzes are
willing to buy buckwheat honey against 67% in Yerevan.

The most common requirements of eager consumers to buckwheat honey are the
following:

e First of all, the honey must be natural and high-quality;

e |t should be produced in hygienic conditions;

e It must be affordable.

The share of undecided consumers is also big enough. Almost 35% of interviewed
respondents in marzes and 17% in Yerevan were not able to define whether they
would buy buckwheat honey or not. It is interesting, that the big part of undecided
respondents gave high points to the buckwheat honey characteristics (see Table 9). Thus,
we can consider that most of them will probably consume buckwheat honey under certain
conditions.

Table 90pinion of undecided respondents on buckwheat honey

Taste Smell Appearance
Very bad 12% 17% 11%
Bad 12% 10% 6%
Normal 17% 28% 21%
Good 34% 18% 26%
Very good 25% 28% 36%

Finally, only 22% of interviewed respondents refused to buy buckwheat honey.
Some of them have their own production and do not want to spend money on other type of
honey. The others just did not like the taste and smell of buckwheat honey.

The respondents were also asked to predict their annual consumption volumes of
buckwheat honey. Thus, supposed consumption volume of buckwheat honey per
capita in Yerevan is approximately 1.1 kg (amongst those who are willing to buy
buckwheat honey). In marzes, this figure is equal to 1.0 kg.

Therefore, according to the survey results we have the following situation:

¢ Almost 10% of Armenians does not consume honey.

e 67% of those who consume honey in Yerevan and 37% in marzes might buy
buckwheat honey.

e According to data of National Statistical Service of Armenia, the population of the
country is 1.07 million people living in Yerevan and 1.93 million in marzes.

e Supposed consumption volume of buckwheat honey per capita (of those who
assume to buy it) is equal to 1.1kg in Yerevan and 1.0kg in marzes.

Thus, by making simple calculations we can see that estimated potential annual
demand of buckwheat honey is equal to 695tons in Yerevan and 631 tons in marzes.
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Hotels and restaurants

Representatives of hotels and restaurants in Figure 17 Willingness of representatives of
S pepes hotels and restaurants to buy buckwheat honey

general found it difficult to answer whether they

would buy buckwheat honey or not. It is logical,

because it is new product for Armenian market

and they do not know consumers’ reaction to

that.

About 37% of respondents told that they would
not buy buckwheat honey, mainly because they
consume a little quantity of honey and prefer
Armenian polyfloral honey.

Finally, only 10% of respondents are willing to buy buckwheat honey, if the producers
ensure the high quality and affordable price. They assume to buy in average 20kg
buckwheat honey annually.

Retail trade outlets

More than half of managers of retail trade Figure 18 Willingness of representatives of retail
outlets (55%) are ready to sell buckwheat tradeoutlets tobuybuckwheat honey

honey, though they gave lowest points to
buckwheat honey comparing with other groups
of respondents. The reason is that almost all
retail trade outlets, except supermarket chains,
usually agree to sell any product, if the supplier
provides it on credit and with possibility to
return. Supposed sales volumes of buckwheat
honey through retail trade outlets are very low.
By retailers’ opinion, one trade outlet will sell in
average 34kg in Yerevan and 20kg in marzes
annually.

36% of respondents did not find it advisable to sell Figure 19 willingness of representatives of
buckwheat honey. They also consider that Pakeriestobuybuckwheat honey
buckwheat honey will not be demanded in Armenia
due to its specific taste and color.

Bakeries

Nearly half (46%) of representatives of bakeries
also did not demonstrate willingness to use
buckwheat honey for their production purposes.
They consider that the taste and smell of
buckwheat honey will not be in harmony with the
pastry they produce.
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27% of interviewed respondents found it difficult to answer whether they would buy
buckwheat honey or not. They had never used buckwheat honey for production purposes
before and would need to test it in production to make final decision.

Only 27% of representatives of bakeries responded positively. They will use buckwheat
honey in their production if it has high quality and affordable price. Supposed annual
consumption volume is 52kg in average.

Packaging

Overwhelming majority of those who assume to Figure 20Preferable packaging for buckwheat
buy buckwheat honey would prefer it to be honey

packed in jars (see Figure 20). By their opinion,  uniabled plastictare | 2%

honey remains safe, when it is kept in glass tare.

. Labled plastic t %
Most of them also want the jars to be labeled, so abled plastic tare || 75%

that they can get information on production Unlabeledjars [ 26%
dates and composition of honey. Those who _
prefer unlabeled jars mentioned that they would Labeled jars [N 78%

buy honey only from producers they know and

trust. Thus, there is no need for labeling: they will get needed information directly from
producers. Almost 44% of the consumers would like to buy buckwheat honey in
1.0kg jars. The other 35% prefer 0.5kg jars. Finally, only some of consumers also
assume to buy honey in 0.25kg (7.3%), 2kg (9.8%) and 3kg jars (8.8%).°

Prices

The respondents were also asked to Figure 21Maximum price consumers ready to pay for 1kg
estimate what is the maximum price they Puckwheathoney

are ready to pay for 1 kg of buckwheat Otherprice
honey. The most popular answer is AMD  AMD 5000
3.000(see Figure 21). Of course, while  AmD4500
answering the question, consumers took  amp 4000
the current prices of polyfloral honey in b 3s00
Armenia as a basis. It means that
consumers will change their perception on
buckwheat honey if the price of Armenian
polyfloral honey changes.

AMD 3000 42.6%

AMD 2500

AMD 2000

It is interesting that almost half of consumers consider that price of buckwheat honey
should be higher or equal to price of Armenian polyfloral honey. This is very interesting
finding, because in the eyes of such consumers buckwheat honey is not less valuable
product that the honey they currently use.

® The sum is more than 100%, because some consumer have more than one preferable packaging
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Sales channels

It was also very important to Know Figure 22 Preferable sales channels for buckwheat honey
where the consumers would prefer to

buy buckwheat honey. In most cases, Fromitinerantvendors
the respondents tend to buy buckwheat From acquaintances
honey via the same traditional channels (middleman)

as in case of Armenian polyfloral honey.  From specialized shops
Thus, most of the respondents
answered that they would prefer to buy
buckwheat  honey directly  from  grom the nearest shop
producers (see Figure 22). Only in this

case they can be sure they are buying Directly from producers
pure high-quality product. The second

advantage of this sales channel is the lowest price.

From supermarkets

67.3%

Those who prefer to buy buckwheat honey from supermarkets and nearest shops mainly
reasoned their choice by the convenience and reliability of this channel.

The others who prefer specialized stores mentioned that there is a large assortment of
honey presented in such outlets. They also think that specialized stores are more reliable
than other retail trade outlets.

Key findings:

Armenian population has a positive reaction on buckwheat honey. They are willing to buy it directly
from the producers in 0.5kg and 1.0 kg jars and are ready to pay up to AMD 3000 for 1kg.

Retail trade outlets are ready to sell buckwheat honey if it is provided on credit and with possibility
to return.

Hotels and restaurant will not buy buckwheat honey. They have low consumption volumes and do

not want to experiment with new type of honey.

Bakeries will not consume buckwheat honey. They are not sure the taste and smell of buckwheat
honey will be in harmony with their production.
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EXPORT MARKET ANALYSIS

Today international honey market is drastically influenced by geo-political and
macroeconomic factors. The market is formulating by immersing the currency and zero
interest rates, in which depositors in Europe pay “interest” to banks to hold their deposits,
an unstable global market economy, military conflicts, and climatic volatility. Nowadays,
the more tendencies for production of pure honey is increasing, the more producers in
the international market raise investments for exporting to US market, which is the most
preferred consuming market for international honey exporters. This favorable situation is a
reflection of both: the perception of relative economic stability and USD.

Production and Consumption

The worldwide production of honey has globally increased to amount of over 1.6 million
tons in 2013. Despite the challenges faced by the global honey sector during the past
decade, worldwide honey production volumes grown by 2% in average during 2008 and
2013 years. The financial crisis has affected the interests of many parties of beekeeping
industry. For large farms and honey companies, it became more difficult to obtain credit.
The drop in demand for some products and minimization of production (including almonds
in the United States and Australia) have led to a decrease in revenues from bee
pollination. By the beginning of 2010 the price of sugar reached its peak in the last 30
years. Great damage to the industry caused mass death of bees from a variety of
diseases, pests and other "evils". Honeybee losses represent one of the major challenges
encountered by honey sector worldwide. Honeybees are also susceptible to threats such
as environmental stress, pests and diseases, among others. Colony Collapse Disorder
(CCD) leading to death and disappearance of bees is another key challenge faced by the
global honey sector. These and other factors have contributed to the growth of the world
prices for honey. According to the International Organization of honey exporters
(Maugham (IHEO), since 2005. "Composite" honey prices increased from 1.2 to 3
thousand dollars per 1 metric ton. The world market is no longer in the 'excess' of honey.

Figure 23Trend in worldwide honey production, thousand tons (Source: FAOSTAT)
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Figure 24Trend in worldwide numbers of beehives, thousand stocks (Source: FAOSTAT)
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During the past decade, decrease in beehives was registered in all continents except Asia.
Thus, the numbers of beehives decreased in Africa (3%), Europe (2%) and Oceania (1%)
in 2009 compared with 2008. The second wave of Honeybee losses occurred in 2011 in
Oceania (10%), Americas (1%) and Africa (1%). It should be mentioned, that up to 2013
year that the numbers of beehives stock has recovered in all continents except Oceania (-
7%), see Table 10.

Table 10Changes in numbers of beehives per continent, 2008-2013 years

2009 2010 2011 2012 2013 | 208V
Africa 2% I3 1% | 3% 1% 2%
Americas 2% 2% -1% ‘ 0% 0% 4%
Asia 2% 4% 1% 2% 1% 10%
Europe 2% 3% 4% 0% 6%
Oceania 1w Y 0% 3% 0% m
World (Total) 2% 1% 7%

The Figure 25 and Figure 26 show the latest data on distribution of beehives and honey
production volumes per continent. Thus, Asia is the major honey supplier, which counts for
46% of the global production and for 44% of beehives stocks. As shown in the Table 11,
the increase in production is especially significant in Asia and comprised 15% in 2013 as
compared with 2008 year.

Figure 25 Distribution of beehives per

continent, 2013

Asia
44%,

Following Asia, Europe is the second major global
producer of honey providing 22% of the global production
and keeping 20% of beehives stock. Both numbers of
beehives and honey production volumes have been
recovered after the decrease in 2009. American continent
supplies 20% of honey produced and owns 14% of
beehives available in the world. Correlation between
numbers of beehives and honey production volumes
shows that the highest yield per beehive is registered in
countries of American continent. Honey production
volumes in American continent have also been recovered
during 2010-2013 years after 6% decrease in 2009 year.
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Africa contributed 10% to global honey production in Figure 26 Honey production volumes
2013, during the period of 2008-2013 the production per continent, 2013

volumes decreased twice: in 2009 year (-3%) and 2011
years (-7%), because of losses of honeybees and
unfavorable climate conditions. However, in general, the
production trend during 2008-2013 years is positive with
7% of total increase. The share of Oceania in honey
global production volumes is the smallest and comprises
2% only. At the same time, Oceania is the only continent
where the honey production volumes trend was negative
during the 2008-2013 years (-6% in 2013 as compared
with 2008) resulting from decrease in beehives (-7% in
2013 as compared with 2008).

BUCKWHEAT HONEY MARKET STUDY Export Market Analysis

Table 11Changes in honey production volumes per continents, 2008 — 2013 years

Region 2008 2013 Changes in production
(tons) (tons) volumes, %
Africa 158,414 169,306 7%
Americas 319,682 332,310 4%
Asia 664,391 760,797 15%
Europe 351,809 372,123 6%
Oceania 31,169 29,263 -6%
World (Total) 1,525,465 1,663,799 9%

The 10 biggest producers of honey are presented in the Table 12, which shows honey
production volumes per country during 2008-2013, as well as the average annual
production volumes and market share of each country over the mentioned period. The
biggest honey producer in the world is China with 27% of total market share and over
433,000 tons of honey produced per annum over the 2008-2013 period. The rest 9 top
producers’ total production volumes accounts for 36% of global production, particularly: on
the second place is Turkey with 5.5% of market share (or with a yearly average of 87,000
tones), followed by Ukraine (4.6%), Argentina (4.5%) and USA (4.4%) with a yearly
average of 70,000-72,000 tons. Russian Federation, Mexico and India contribute 3.6% -
3.8% to the global production volumes and supplied in average 57,000 -59,000 tons of
honey per annum over the 2008-2013 period. The last countries in the list of the top 10
producers are Iran and Ethiopia with 2.8% - 2.9% share in global production and about
45,000 tons of honey production per annum.

Table 12Production volumes (in tons) of natural honey per top 10 producer countries, 2008-2013 years

Average Market
Countries 2008 2009 2010 2011 2012 2013 for 2008-
share,%
2013

China 407,219 407,367 409,149 446,089 462,203 466,300 433,055 27.4%
Turkey 81,364 82,003 81,115 94,245 89,162 94,694 87,097 5.5%
Ukraine 74,900 74,100 70,873 70,300 70,134 73,713 72,337 4.6%
Argentina 72,000 62,000 59,000 76,000 80,000 80,000 71,500 4.5%

48



X
BUCKWHEAT HONEY MARKET STUDY ‘

Export Market Analysis

United

States of 74293 | 66413 | 80042 | 67,294 | 64544 | 67,812 | 70,066 4.4%
America

Russian 9
Federation 57,440 53,598 51,535 60,010 64,898 68,446 59,321 3.8%
India 55000 | 55000 | 60,000 | 60000 | 60000 | 61,000 | 58500 3.7%
Mexico 50682 | 56,071 | 55684 | 57,783 | 58,602 | 56,907 | 57,455 3.6%
Iran (slamic | 21 600 | 46,000 | 47,000 | 47500 | 45000 | 44000 | 45083 2.9%
Republic of)

Ethiopia 42000 | 41525 | 53675 | 39,892 | 45905 | 45000 | 44,666 2.8%
‘(’}’g[:l') 1,525,465 | 1,511,059 | 1,546,711 | 1,614,022 | 1,616,819 | 1,663,798 | 1,579,646 | 100%

Consumption: According to the U.S. Company Global Industry Analyst (GIA), the global
market for honey is projected to exceed 1.9 million tons by the end of year 2015. This is
primarily driven by increasing awareness levels and health consciousness amongst
consumers, leading to increasing demand for healthy and natural food products. In line
with the trend, several honey producers are launching new products and varieties at
regular intervals. The increasing trend of organic and healthy spreads is expected to
continue giving rise to new varieties and flavors in the global honey market. Increasing
preference amongst consumers for honey-based products, is leading to a boost in the
variety and assortment of honey based food products, baby products, yogurts and drinks.
Moreover, honey contains antioxidants, minerals, vitamins and proteins, making itself an
appealing ingredient as compared to artificial sweeteners. However, the GIA experts
stress that this forecast is realized only if we can stop the mass death of bees.

Figure 27Honey consumption per Asia is the major honey consumer with 38% of global
continents, 2013 consumption, followed by Europe continent (30%) and
Americas (20%). Africa is consuming about 11% of honey
consumed in the world, and the smallest market is
Oceania with 1% of market share.

Over 2008-2013 time period the rapid growth of honey
consumption was registered in American countries (24%
growth during the mention period), followed by African
385 countries with 8% growth of honey consumption in 2013
as compared with 2008. Asia and Europe showed modest
growth of 4% over the same period, and decrease in
honey consumption volumes was registered in Oceania.

Table 13Honey consumption trends, 2008-2013

_ 2008 Increased/decreased compared with previous year, % 2013 vs
Continent
(tons) 2009 2010 2011 2012 2013 2008

Africa 162,082 -2% 9% -7% 8% 1% 8%
Americas 256,345 -3% 14% 5% 2% 7% 27%
Asia 611,518 2% -2% 6% 2% -4% 4%
Europe 480,302 -1% 2% 6% -1% 5% 4%
Oceania 23,394 -24% 13% -32% -2% 31% -24%

49



BUCKWHEAT HONEY MARKET STUDY

Export Market Analysis

When looking at the worldwide honey consumption
patterns, one can see that the three major consumers are
the EU (21% of global consumption or 349,000 tons per
annum), China (approximately 21% or 350,000 tons) and
the US (approximately 13% or 214,000 tons). The trends
of honey consumption are presented in table below and
show a rather significant increase in US (24%). It should
be mentioned that EU and US are the major producers
and net importers in global honey market, while China is
the biggest honey producer country in the world (27% in
global production) and logically has a negative net
importing balance (more details on honey exports and
imports are provided in the next section).

Table 14Honey consumption trends per major consumers

Figure 28Major Honey Consumers in

the world

Increased/decreased compared with previous year,
Countries 2008 % 2013 vs
(tons) 2008
2009 2010 2011 2012 2013
European Union 324,463 0% 2% 7% -10% 8% 8%
United States of America |173,529 -9% 17% 4% 4% 7% 24%
China 324,078 4% -7% 12% 2% -2% 8%
Other countries 711,571 -1% 5% -1% 2% 0% 4%

World Trade

In 2014, natural honey exports by country totaled US$2.3 billion up by an overall 54.1% for
all natural honey shippers over the five-year period starting in 2010. The value of global
natural honey exports gained 10.8% from 2013 to 2014. Among continents, European
countries accounted for the highest dollar value worth of natural honey exports during
2014 with shipments amounting to $879.2 million or 38.3% of worldwide exported honey
sales. This percentage compares with 25.4% from Asia and 24.4% from Latin America and

the Caribbean.

Table 15 Honey export volumes by country in 2014

Countries Trade value, US$ | Growth rate % World share % World rank
China 260 262 506 5,56 11,4 1
Argentina 204 437 553 -3,86 8,9 2
New Zealand 168 190 611 19,99 7,3 3
Germany 150 310 042 11,91 6,6 4
Mexico 147 037 416 30,87 6,4 5
Vietnam 127 832518 43,13 5,6 6
Spain 120 427 861 31,64 5,3 7
Brazil 98 576 057 82,13 4,3 8
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Hungary 95 791 298 5,89 4,2 9
Ukraine 93 198 180 75,94 4,1 10
Armenia 75752 -22,98 0 73

http://data.trendeconomy.com/

Among the above countries, the fastest-growing natural honey exporters since 2010 were:
Ukraine (up 367.1%), Vietnam (up 150.9%), New Zealand (up 140.4%) and Brazil (up
79.2%).Bucking the upbeat trend was Canada, which posted an 18.2% decline in the value
of its natural honey shipments from 2010 to 2014 (see Table 15).

As mentioned above, the most preferable market for honey exporters is U.S. market,
which posted the highest negative net exports for natural honey during 2014 (-USD 540
million), followed by three EU countries with import amounting USD603 million or 27.4%of
worldwide imported honey sales. Next come Japan with import volumes of USD 120

million (see Table 16).

Table 16 Honey import volumes by country in 2014

Countries Trade value, US$| Growth rate % | World share % World rank
USA 581 636 414 16,82 26,44 1
Germany 316 172 237 -1,81 14,37 2
France 153 619 194 35,66 6,98 3
United Kingdom 132 779 730 5,03 6,04 4
Japan 120 196 038 3,38 5,46 5
Italy 91 182 475 21,27 4,15 6
Belgium 77 640 862 14,1 3,53 7
Spain 61 181 244 15,33 2,78 8
China 58 612 373 36,52 2,66 9
Netherlands 57 567 504 7,1 2,62 10
Armenia 11572 -54,83 0 105

http://data.trendeconomy.com/

International market for honey has some new developments that reflect the strategic aim
for horizontal and vertical integration. One of the examples is emerge of Chinese
acquisition of foreign companies directly and through surrogates. For quality and duty
reasons, legal imports of Chinese honey are presently absent from the US honey market.
As part of the negotiated conditions for US support of China’s entry into the World Trade
Organization, China agreed to allow its dumping cases to be resolved and judged by Third
Country Surrogate Analysis. It is the treatment of China as non-market economy that
underlies both a) the huge number of anti-dumping petitions against all kinds of Chinese
products such as honey, solar panels and shrimp, and b) the prohibitively high anti-
dumping duty rates resulting from Third Country Surrogate Analysis. If China is treated as
a market economy in anti-dumping cases, then it will become much more difficult to win
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high and prohibitive anti-dumping duty margins. This issue is due to be reviewed no later
than 2016, which is around the corner. American honey packers are already thinking about
how to regain access to Chinese honey. It is interesting to note that Chinese companies
are being encouraged to make overseas direct investments. They have already tried and
succeeded to some degree in buying into the U.S. honey industry. They have been active
in Brazil and Argentina. In Germany, they are encountering some resistance as they try to
buy medium-sized companies considered the backbone of the German economy. Just a
few years ago, Chinese companies made a large purchase of highly fertile lands in
California for which there are unrestricted water rights from the Colorado River. Thus, it is
very likely we will see serious permutations on global honey market at nearest future.

BUCKWHEAT HONEY MARKET STUDY Export Market Analysis

One of the core tasks of current assignment was to analyze the global market demand for
buckwheat honey and identify potential markets for buckwheat honey export. During the
secondary data analysis, different sector related reports and available relevant statistics
were reviewed. Unfortunately, only statistics on honey in general is available, not divided
into types, categories and sub-categories.

From data received through field visits and expert interviews, we identified five markets as
possible export markets for Armenian buckwheat honey, which are Russian, Georgian,
U.S., EU and Japan markets. All listed markets were assessed in terms of possibility for
future export and only EU market was highlighted as a potential market for Armenian
buckwheat honey.

Why not Russia

Of course, while talking about exports, the first that comes to mind is Russia, which is the
major export market for Armenian produce. However, we consider that Armenian
buckwheat honey has low chances to succeed in the Russian market due to several
reasons.

1) First of all, Russia imports honey in very little volumes. Table 17 describes the dynamics
of import and export of honey in 2011-2014. Import volumes has been dropping since
2011 and reached the lowest point in 2014. At the same time, Russia recorded
continuous growth of export volumes during the last years. It is obvious that Russia is a
self-sufficient country in terms of honey.

Table 17 Russian import and export of honey in 2011-2014, USD

2014 2013 2012 2011
Import 2 422 366 4168 402 8 378 933 16 219 062
Export 3360 361 1672 780 919 009 497 353
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2) The second reason is rather small volumes of honey consumption per capita in Russia.
Average Russian consumes 0.3-0.4kg honey annually, which is approximately 3 times
less than consumption in European countries.

3) Russia is one of the major producers of buckwheat honey. Bulk price of Russian
buckwheat honey is about RUB 130, which is equal to AMD 900. Armenian honey costs
much higher and it is obvious, that it will be almost impossible to compete with low-price
Russian honey in the Russian market.

4) The next reason is the low level of state regulation of honey market in Russia. Even if
one makes lot efforts for promoting Armenian honey and developing competitive high-
price brand, there is a risk of repeating the situation with the most famous honey brands
in Russia: Bashkirian and Altay honeys that are currently falsified at mass scale.

5) Like Armenians, consumers in Russia also prefer to buy honey directly from producers.
They do not trust the quality of honey sold by formal trade channels. Thus, it will be
difficult to find effective sales channels for Armenian buckwheat honey in Russia.

6) Finally, the last reason is instability of Russian ruble globally affecting all export
commodities from Armenia and honey amongst them. Many exporters significantly
revisited their contracts with Russian counterparts and further devaluation of Russian
ruble makes exports there much less attractive.

Why not Georgia

Georgia is geographically the closest foreign market to Armenia. That is why many field
specialists consider it as a potential export market for Armenian honey. However, there is
a single major reason that led the survey team not to consider Georgian market as an
export opportunity for Armenian honey. The matter is that Georgians think they produce
the “best honey in the world”. Like Armenians, they do not consume imported honey. In
2014, Georgian imports of natural honey comprised only USD 109 387(less than 1% of
total consumption). In general, Armenian and Georgian markets of honey are rather
similar. Both Armenians and Georgian beekeepers produce honey in quantities sufficient
for domestic demand simultaneously looking for opportunities to get access to export
markets. Both countries have a potential to produce more than currently they do if new
markets are available.

Why not USA

United States is the major importer of honey in the world. In 2014, U.S. produced about
81,000 tons and imported about 166 000 tons. The annual consumption of honey in U.S. is
approximately 226 000 tons. The main suppliers for U.S. are Argentina, Vietham, Brazil,
India and Mexico (see Table 18). Average bulk price U.S. pays for 1kg honey is USD 3.4.
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Table 18US honey import in 2014

Country Quantity (kg) Value (USD) Kg price (USD)
White
Argentina 5242 363 20 615 869 3,9
Canada 5154 738 24 359 495 47
India 5164 266 16 960 571 3,3
Mexico 1280 866 5083 049 4,0
Thailand 127 120 281 800 2,2
Extra Light Amber
Argentina 26 106 818 106 459 567 41
India 10 565 785 33197179 31
Ukraine 7 879 583 24 244 867 31
Thailand 1150552 2833412 2,5
Organic Honey
Brazil 11 040 367 0,0
Others 566 368 0,0
Total 11 606 735 0,0
Light Amber Americas
Argentina 5374610 23075 278 4,3
Brazil 4988 295 19 201 924 3,8
Canada 27 131 138 261 5,1
Mexico 860 717 3268725 3,8
Uruguay 3 195 649 11 392 664 3,6
Asia
India 4028 835 12 532 644 31
Pakistan 26 211 82 983 3.2
Taiwan 404 065 1023 330 2,5
Thailand 2178 363 5679 025 2,6
Vietnam 40511 306 112 149 403 2,8
Others
Ukraine 880 111 2848979 3,2
Turkey 2 462 287 7077 103 2,9

Here comes the most interesting. As we can see, China, which is the biggest exporter in
the world, is not included in the list of exporters to USA due to anti-dumping sanctions.
However, most likely China will regain access to US market in 2016, which will lead to
essential permutations. Particularly, cheap Chinese honey will affect the prices in US
market to decrease. Obviously, not the best time for Armenian buckwheat honey to try his
luck in United States. American bulk buyers are waiting for cheap Chinese honey.
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Why not Japan

Japan is fifth major importer of honey in the world with the USD 120 million annual import
volumes. During the last 40 years, Chinese honey keeps top share in Japan market. In
2014, China’s export volumes to Japan comprised about USD 64 million, which is 53% of
Japanese total import. The first reason of Chinese honey success in Japan is price-
competitiveness and the second one is that Chinese honey have similar floral origin to
Japanese light-colored honey like acacia and milkvetch. Japanese consumers mostly
prefer light honeys. Moreover, for those, who prefer to buy darker monofloral honeys,
again Chinese buckwheat honey is available on very low bulk price ranges (USD1.5-
USD2.5 for 1kg). That is why we consider that Japan is not of high potential as a market
for Armenian buckwheat honey.

Why EU is the best opportunity for Armenian honey

The EU is the second largest global producer of honey. However, it is not self-sufficient
and is dependent on honey imports from other countries. In fact, around 40% of Europe’s
consumption needs are met through honey imports. European imports of honey increased
considerably between 2010 and 2014, amounting to more than 315 thousand tons (€ 861
million) in 2014. The continuous increase in European honey imports is mostly attributed to
the substantial decline of the European beekeeping sector, but also to diverse problems in
major honey countries of origin, such as droughts. Germany is the largest honey importer,
representing a share of 26% of the total volume of European imports or more than 83
thousand tons in 2014. The UK (12% of total imports), France (11% of total imports),
Belgium (9% of total imports) and Spain (8% of total imports) are the other main European
importers. Honey importers in these countries process the honey and sell it both
domestically and abroad. The German, French and UK markets account for around 50% of
total European honey imports. Germany is the leading market, absorbing 26% of total
imports. It is interesting to note that imports are also increasingly directed to countries in
Central and Eastern Europe. This development is mostly attributed to the shift of Ukrainian
honey exports from Russia to the EU. In fact, due to recent developments in relations
between Ukraine and Russia, the EU will import five thousand tons of Ukrainian honey on
a duty-free basis. Considerations of geographical proximity mean that Ukrainian exports
are largely directed to countries such as Poland, Romania and Bulgaria.

Below are some trends of European honey market, which led us to consideration that EU
market is the best opportunity for exports of Armenian buckwheat honey.

1) Honey imports are expected to increase further over the next five years, in order to
compensate for the continuing decline in European production, which creates many
opportunities for honey exporters in developing countries.

2) Consumers in the EU are increasingly concerned about suppliers at the other end of the
production chain. Consumers’ purchasing behavior is increasingly influenced by social
factors, such as the working conditions of beekeepers. Some European consumers
respond to this by switching to locally produced honey. However, many consumers
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have recently become aware of their responsibility to help make the trade in honey
fairer for beekeepers in the poorest parts of the world. The most popular certification
related to the working conditions of beekeepers is currently Fairtrade. Following the
Fairtrade Labeling Organization (FLO) standards, this certification scheme aims to
improve trade conditions for developing country (DC) suppliers to the international
market. Armenia is also included in the list of countries allowed to apply for Fairtrade
certification.

The Fairtrade Standard for Honey covers the requirements, which are specific to honey
producers and traders. Fairtrade Honey producers must comply with both the Fairtrade
Small Producer Organization Standard and the Fairtrade Honey Standard. The
Fairtrade Standard for Honey covers the purchase and sale of honey. This standard
also covers secondary products and their derivatives. A secondary product can be a
byproduct, a co-product or a residue produced in the country of origin. By-products of
honey production are for example propolis and beeswax. The definition of secondary
products is included in the Fairtrade Trader Standard.

According to quality requirements of Fairtrade Standard, certified honey should:

a) not have any objectionable flavor, aroma or taint absorbed from foreign matter
during the processing and storage;

b) not have begun to ferment or be effervescent;

c) be free of any residues caused by medical application against bee illness (e.g.
varroasis, foulbrood, etc.);

d) not contain any foreign sugar; and

e) be free of foreign matters such as mould, insects, insect debris, sand, etc. Eventual
feeding of sugar should be limited strictly to the non-productive season and in
addition should be kept at the absolute minimum necessary.

The core principles for Fairtrade Small Producer Organizations to be certified by
Fairtrade are the following:

a) Members must be small-scale producers: The majority of the members of the
organization must be smallholders who do not depend on hired workers all the
time, but run their farm mainly by using their own and their family’s labor.

b) Democracy: Profits should be equally distributed amongst producers. All
members have a voice and vote in the decision-making process of the
organization’.

These requirements totally comply with ENPARD project policy and objectives. Thus,
we consider that project should exert every effort to support their beneficiaries for
obtaining Fairtrade certification.

3) European consumers are increasingly concerned with the impact of agricultural
activities on the environment, and are willing to pay more for products that have a lower

"http://www.fairtrade.net/
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environmental impact. This trend has boosted the market for organic products. The
organic market in Europe is becoming increasingly a mainstream and is highly
developed in Western European countries such as Germany, France and the UK. The
EU has been actively promoting organic production by establishing a legal framework
(Council Regulation (EC) No 834/2007) which improves access to the organic market
and supports the promotion of organic products.

BUCKWHEAT HONEY MARKET STUDY Export Market Analysis

4) Monofloral varieties are gaining popularity, especially in the leading EU honey markets.
The consumption of these products is expected to grow, relative to blended honeys.
These varieties are mainly sold in specialty shops, health stores and delicatessens.
However, there are differences between consumer preferences in different EU
countries. For example, the European honey markets with the highest interest in
monofloral honeys are those in the United Kingdom, Germany and France. In these
countries, even supermarket chains focusing on mainstream products offer a range of
monofloral honeys.

5) In 2013, Armenia has been included in the list of countries that are eligible to export
honey to EU. In late 2015, RVSPLC laboratory received the authority to test honey in
accordance with European standards and certify Armenian exporters.

Taking into consideration mentioned trends, EU market seems to be the best potential
export direction for Armenian buckwheat honey. However, there are also some restrictions
that project should focus on:

a) Strict quality requirements of European buyers: The EU has established food
hygiene and safety regulations that are stricter than in other regions. Moreover,
European buyers often apply even stricter requirements of their own. These can
vary from composition specifications to color and taste preferences and
organic/Fairtrade certifications. Hence, DC exporters who only comply with EU legal
requirements may find it difficult to enter the market and target specific buyers. In
addition to a HACCP-based food safety risks management system, buyers often
require a certificate for a more stringent food safety management system, such us
ISO 22000, BRC and IFS.

b) European buyers need detailed documentation: EU requirements on European
retailers in matters of transparency and accountability place a huge administrative
burden on honey importers. To minimize this burden, European importers
increasingly require suppliers to provide detailed information on their products.
These overhead administrative costs make the import of small quantities of honey
less attractive, thus making it more difficult for smaller DC exporters to enter this
market.
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MARKETING PLAN

This section contains basic recommendations on general marketing approaches for
buckwheat honey producers and ENPARD project as supporting and facilitating institution.
Current recommendations are based on the results of Armenian and foreign honey market
studies and analysis of consumers’ preferences. Particularly, the following findings were
taken into consideration:

e In Armenia, honey is produced mainly by small-scale beekeepers (honey producer
farmers). There are only few companies in honey production sector.

e Production of other bee related products is not common in Armenia. Beekeepers
produce only small quantities of royal jelly, propolis and apitoxin mainly for non-
commercial purposes.

e In Armenia, annually about 4500 tons of honey is being consumed. Honey
consumption volumes are relatively stable. However, production volumes differ from
year to year depending on climatic conditions.

¢ In long-term perspective (4-5 years), supply and demand of honey are rather balanced
in Armenia.

e Honey is mainly sold through informal trade channels in Armenia. Shops and
supermarkets play a very little role in honey sales system.

e Domestic honey prevails in Armenian market over few foreign brands presented in
some supermarkets.

e There are not famous honey brands in Armenia. Consumers usually buy unpacked and
unlabeled honey from farmers they know and trust.

e Only raw honey is being produced and sold in Armenia. Processed products are not
common for the local market.

e Due to absence of large crop areas, mainly polyfloral honey is being produced in
Armenia.

e Armenians pay little attention to packaging and labeling of honey. In general, they buy
honey in glass jar without marks and labels.

e The average price of informally sold honey is AMD 3600 and the average price of
honey sold through formal trade channels is AMD 4500.

e There are only 4-5 producers exporting their honey to foreign markets. Armenian honey
is low competitive in international market because of high prices, insufficient quantities
and outdated disease control system of bee colonies.

e Buckwheat honey is a new product for Armenian market;

e According to tasting results, Armenian population in general has a positive reaction to
buckwheat honey and supposes to buy it.
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¢ Armenians are willing to buy buckwheat honey directly from the producers

BUCKWHEAT HONEY MARKET STUDY Marketing Plan

o Preferred weights of buckwheat honey of one-time purchase are 0.5kg and 1.0 kg.
e Consumers find AMD 3000 is an affordable price for buckwheat honey.
e Armenians pay little attention to packaging and labeling of honey.

e Retail trade outlets are ready to sell buckwheat honey if it is provided on credit and with
possibility to return.

e Hotels and restaurant will not buy buckwheat honey. They have low consumption
volumes and do not want to experiment with new type of honey.

e Bakeries will not consume buckwheat honey. They are not sure the taste and smell of
buckwheat honey will be in harmony with their production.

e In Russian, Georgian, US and Japanese markets there are unfavorable conditions for
Armenian buckwheat honey to succeed.

e European market seems to be perspective for Armenian buckwheat honey due to
increasing demand on honey, consumer preferences and special standards designed
for products from poor and developing countries.

Taking into consideration above listed, we suggest two potential markets for Armenian
buckwheat honey: domestic and European markets.

According to buckwheat honey tasting results, it has all chances to succeed in Armenian
market. Moreover, only domestic market will be available for buckwheat honey producers
in the first years of their activity. Usually, long preparatory works are required for exports,
especially to European market. Thus, the project should target Armenian market in the
coming year, at the same time keeping in mind the general purpose of exporting to
Europe. It means that beekeepers should start production in line with European
requirements even while selling in the local market.

Taking into consideration preferences of Armenian consumers, the most relevant product
for the local market is raw unprocessed buckwheat honey. Processed types of honey are
not common in Armenian and it is difficult to assume what attitude will be towards these
products. Thus, we suggest mostly produce raw honey and some experimental quantities
of blended honey. Of course, for establishment of blending facilities serious investments
are required and idea of experimental quantities may seem to be undue risk. However,
blending will be required for exports. Furthermore, there is unused blending facility in
Shirak region, which can be an opportunity for production of experimental stock.

According to data provided by ENPARD project, there will be 43 farmer groups consisting
from 752 members engaged in buckwheat honey production. It is itself a good network for
realization of raw buckwheat honey. In Armenia, the network of friends and relatives is the
most effective sales channel for honey. In the meantime, it would be better to sell
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experimental blended buckwheat honey through formal trade channels in Yerevan since
consumers are more apt to changes in Yerevan than in marzes. Targeting small
supermarkets is reasoned by possible difficulties for entering big supermarket chains.
Because of low sales volumes of honey through formal trade channels, managers of big
chains prefer not to occupy shelves with new types or brands of honey.

Concerning packaging, it would be better to move on according to the existing practice of
Armenian polyfloral honey. It means that producers should keep raw buckwheat honey in
bulk jars and pour it into glass jars while selling. Blended honey, which supposed to go
through formal trade channels, should be properly packed and labeled. According to the
results of analysis of consumers’ preferences, 0.5kg and 1kg glass containers is the best
option.

Suggested price for raw buckwheat honey is AMD 3,000. However, producer should
always keep an eye on the price of polyfloral honey. In case of fluctuations of polyfloral
honey, the price of buckwheat honey should be revised accordingly. According to
estimations, production costs of buckwheat honey will be much lower than the costs of
polyfloral honey. First, buckwheat is better forage for bees and experts assume that in
average 30kg buckwheat honey will be produced per hive. The second reason is that,
most likely, beekeepers will not need to relocate their hives, which will decrease
transportation costs. However, despite of low production costs, the price of buckwheat
honey should not significantly differ from the price of polyfloral honey. Cheap honey is
considered to be of low quality or artificial in Armenian market. Thus, we suggest not to
sell raw buckwheat honey at much cheaper price than the price of polyfloral honey. May
be 15-20% lower price is the best range.

No possible directions of industrial use of buckwheat honey were identified during the
research. Buckwheat honey is mainly supposed to go for fresh consumption. Buckwheat
honey is a strong source of antioxidants, more than other types of honey. Antioxidants
may help protect against many lifestyle diseases. Taking into consideration the health
features of honey in general and buckwheat honey in particular, a certain segment of
population with health issues should be targeted as well.

Concerning to bee related products, it was mentioned that production of these products
could be more profitable than honey production. In the meantime, there is a certain
demand for bee related products such as royal jelly and apitoxin. However, we consider
that at this stage there are no enough capacities to produce these products at industrial
scale. For that purpose, significant investments should be made to create production
facilities and to improve the skills and knowledge of producers.

Considering the large number of producers involved in buckwheat honey production and
their geographical distribution, it will be almost impossible for them to produce honey with
the same composition. Buckwheat honey produced in different regions may differ even by
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color and taste. Exporting of different types of buckwheat honey may cause some
difficulties with finding bulk buyers and additional costs for cortication of so many
producers. Thus, for honey export to European market blending facilities would be
required. That is why, we suggest creating such facility during the first year of producers
activity.

While selling in the local market, all producers should set aside some quantity of honey
(may be 10% of total production). Separated honey should be collected from all the
producers and blended to get the experimental unified product. Further, main part of
blended honey must be packed and sent for sales through shops and supermarkets. The
other part is for sending as sample to potential partners (buyers) in Europe, also for
laboratory testing in Armenia and abroad, to get certificates for exports.

Fairtrade certification is the best opportunity for Armenian buckwheat honey for entering
European market. Fairtrade is not only a mark, which certifies the quality of product for
buyers. Fairtrade also provides specific market to producers from developing companies.

There are five steps to becoming Fairtrade certified. The certification process (which
follows ISO 17065 guidelines) is very thorough but relatively simple to complete.

Step 1: Application  |Organization must fill in his contact details on the website of FLOCERT
(www.flocert.net). Then FLOCERT will send an application form and all the
rules and requirements for Fairtrade certification.

Step 2: Audit Once the organization completed and returned his application, FLOCERT
will reply within 30 days if the proceeding to the next stage is possible.

FLOCERT will need to carry out audits to check whether the organization
complies with the relevant Fairtrade Standards. With traders, it is possible
for FLOCERT to issue a temporary permission to trade before the first audit.
This ‘permission to trade’ (PTT) option was introduced to allow
organizations to participate earlier in the Fairtrade system and benefit from
it as quickly as possible.

For producers, a PTT is issued if no major issues are identified at the first
audit, and is replaced by a certificate after successful conclusion of the audit
follow-up.

The audits themselves vary in length and complexity, depending on the size
and structure of the organization, and the number of products the
organization wants to certify.

Audit process usually works in the following way:

e The auditor will contact the organization in advance and provide an
individualized checklist, specifying particular documents organization will
need to provide.

o The auditor will arrange a series of site visits, face-to-face meetings and
interviews with farmers, workers unions, managers and committees, as
well as checking financial and other documents.

e At a final closing meeting, the auditor will share the findings of the audit
with the organization — pointing out any areas where the organization is
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not conforming to Fairtrade Standards, and giving an opportunity to
discuss possible corrective measures

Step 3: Analysis and |After the audit, the auditor sends a report to one of FLOCERT’s certification
evaluation analysts to evaluate the results. If areas are identified where operation of
the organization is not conforming to Fairtrade Standards, it will be given a
chance to correct these non-conformities at this stage.

Step 4: Certification |Once the non-conformities have been corrected, FLOCERT will either
or ask for more approve or reject the certification. FLOCERT only issues a certificate when
changes all non-conformities have been resolved — but at this stage, if the non-
conformities are not major, the organization may be granted a permission to
trade until the changes are all made.

Step 5: Follow up After the initial certification there’s a three-year ‘certification cycle’, during
which FLOCERT carries out at least two more audits — one ‘surveillance
audit’ and one ‘renewal audit’. If the first certification cycle is concluded
successfully, FLOCERT can issue a new certificate. If FLOCERT classifies
the organization as ‘high risk’ — perhaps because of the complexity of its
trade chains or high volume of trade — more audits may be needed.
FLOCERT also widely carries out unannounced audits.

The detailed information related to application, audit and certification procedures is
presented in the documents attached below.

Standard procedures Standard procedures Standard procedures
on application. pdf on audits. pdf on certification. pdf

(Double-click on items to open the documents)

Within the Europe, we suggest United Kingdom, Germany and France to be targeted, as
these countries have the highest interest to monfloral honeys. In these countries, even
supermarket chains offer a range of monofloral honeys. At the same time, these countries
account for around 50% of total European honey imports. Germany and United Kingdom
are also the largest markets for Fairtrade honey. There are 14 certified companies in
Germany and 7 ones in United Kingdom importing Fairtrade honey from developing
countries. Some of them import honey for industrial use (bakeries, chocolate factories) and
the others are bulk importers and processers. The full list of Fairtrade certified companies
in Europe is presented in the Table 19.

| Table 19 Fairtrade certified companies in Europe and their requirements on honey quality

Organization Country |Quality URL Activity
Lemberona Handels GmbH | Austria A www.lemberona.com Wholesaler of agricultural products
PEZ International GmbH Austria A wWww.pez.com Candy manufacturer
COMPAGNIE APICOLE France A www.compagnieapicole.co | Honey producer and processor

m
F. W. Praum GmbH & Co. Germany A www.praum-zwieback.de |Bakery
KG
Firsten-Reform GmbH & Co | Germany A www.fuersten-reform.de Honey producer and processor
KG
Ludwig Weinrich GmbH & Germany A www.weinrich- Chocolate manufacturer
Co. KG chocolates.com
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1 Purpose

This document describes how applications for Fairtrade certification and questions related to the Fairtrade
(certification) system in general can be submitted to FLOCERT and how they are processed.

2  Area of Application

The process outlined in this document applies to requests and applications related to Fairtrade certification
exclusively. It aims at giving an overview on the entire application process including applications for Fairtrade
certification scope extensions.

The process described in this document must be followed by the party applying as well as by FLOCERT staff
handling and evaluating the application.

2.1 Who needs to apply for Fairtrade certification?

All operators (producers and traders) wishing to cultivate, process, manufacture, purchase and sell products
under Fairtrade conditions need to apply for Fairtrade certification. Further operators that receive or handle
Fairtrade Premiums must apply for Fairtrade certification as well.

It should be highlighted that traders which have obtained Fairtrade certification may only source Fairtrade
products from operators holding a valid FLOCERT certificate. It is the obligation of the respective trader to
verify that this requirement is fulfilled for its suppliers.

Operators that handle products that are already labeled and packaged with the FAIRTRADE Mark for the
consumer do not need to apply for Fairtrade certification. This excludes operators that handle perishable and
non-consumer ready products such as fresh fruits, flowers, bulk wine, etc.

2.2 Applications for use of the FAIRTRADE Mark

FLOCERT does not give permission to use the FAIRTRADE Mark. In order to use the FAIRTRADE Mark on
a finished product every step in the supply chain must be certified against the Fairtrade Standards and a
valid license contract must be maintained with a National Fairtrade Organization or with Fairtrade
International. Parties interested in using the FAIRTRADE Mark on finished products should refer to the
Fairtrade Organization responsible for the market where they are located. For further information please
refer to the website of Fairtrade International http://www.fairtrade.net/

Parties interested in using the FAIRTRADE Mark on unfinished products or on promotional materials should
contact Fairtrade International at artwork@fairtrade.net

2.3 Additional applications / scope extensions

FLOCERT requires an additional application for operators wishing to extend their Fairtrade activity by
additional products, additional member organizations / estates / plantations / entities and/or additional
commercial functions. Please refer to chapter 8 for further information.
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3 Definitions

Fairtrade Standards : Fairtrade Standards, comprising Fairtrade Generic Standards and Fairtrade Product
Specific Standards, are a set of requirements that producers and traders have to meet in order to obtain
Fairtrade certification.

National Fairtrade Organization : Full member of Fairtrade International responsible for licensing,
marketing, business development and raising awareness in a defined geographic area.

Fairtrade Marketing Organization: ~ An organization contracted by Fairtrade International for marketing,
business development and raising awareness in a defined geographic area. Fairtrade International continues
to be responsible for licensing in these territories.

Compliance criteria : Compliance criteria are a translation of the Fairtrade Standard requirements and
FLOCERT certification policies into verifiable control points. These criteria are evaluated in the certification
process to determine compliance with the Fairtrade Standards and with certification requirements.

FLO ID: Unique identification number which is assigned to all Fairtrade operators by FLOCERT. The
existence of a FLO ID does not necessarily imply that an operator is certified.

Application ID: A temporary identification number which is assigned to track applications before a FLO ID is
assigned.

Product category : Refers to the respective Fairtrade product standard classification such as fresh fruit,
cocoa, coffee, etc.

Product type : Is always directly derived from a Fairtrade product standard and describes the different
products summarized within one product category.

Single plantation : Agricultural companies which structurally depend on hired labour. A plantation is a single-
estate which might dispose of only one single or multiple production sites, but only one central management
and administration.

Multi estate : Are companies which structurally depend on hired labour and are composed of more than one
plantation with independent administration, but one central management is responsible for the labour
conditions of the workers on all of the plantations.

1* grade organization: 1st grade producer organization describes a Small Producer Organization whose
legal members are exclusively individual small farmers.

2" /3 grade organization : 2" or 3" grade producer organizations describe a Small Producer
Organization whose legal members are exclusively 1%/ 2" grade organization affiliates.

Small Licensee : Entity that has been granted the right to use the Fairtrade Mark by Fairtrade International
or a National Fairtrade Organization and which complies with the criteria set out in FLOCERT's Small
Licensee Policy.

Additional entity : Any entity including, but not limited to, additional sites and subcontractors that are
involved with the Fairtrade products of an operator and whose activities are controlled by the operator
through ownership or by contract.
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4 FLOCERT Contact — Applications Team

FLOCERT will gladly provide you with any basic information about Fairtrade certification. The applications
team operates according to regions and can be contacted directly for assistance by means of the below
mentioned email addresses:

Asia (incl. Pacific Island s), Australia and New Zealand: asia@flocert.net
South, Central America (incl. Caribbean) : la@flocert.net
Africa (includ es Palestine and Middle East ): africa@flocert.net
Europe and North America: europe@flocert.net

5 Responsibility of the applicant / certification r equirements

It is the duty of the applicant to seek information (from the FLOCERT website or from the applications team
directly) about the Fairtrade scope and to learn about the requirements which need to be fulfilled in order to
obtain and maintain Fairtrade certification.

FLOCERT especially highlights this responsibility as no application fee paid will be reimbursed (see chapter
6).

5.1 Fairtrade scope

Applications for Fairtrade certification can only be accepted for products included in the Fairtrade scope
defined by Fairtrade International. The Fairtrade scope is composed of:

1. The product for which certification is requested
2. The country where the product is cultivated / traded
3. The setup of the organization / company requesting Fairtrade certification

e To request an application pack, please email the applications team or enter your request for application
on our website http://www.flocert.net/fairtrade-services/fairtrade-certification/apply-for-fairtrade-
certification/

« ltis possible to submit requests for extension of certification scope to the Standards Unit at Fairtrade
International. For more information see www.fairtrade.net - Standards - Setting the Standards

5.2 Fairtrade requirements

In order to obtain Fairtrade certification applicants must successfully pass an initial audit which means that
all relevant compliance criteria must be fulfilled. To minimize the risk of failure in the initial audit FLOCERT
advises all applicants to familiarise themselves with the Fairtrade Standards requirements and derived
FLOCERT compliance criteria before submission of an official application.

< All Fairtrade Standards including the requirements are available on the Fairtrade International website:
www.fairtrade.net - Standards

* The FLOCERT compliance criteria are available on the FLOCERT website www.flo-cert.net >
http://www flocert.net/fairtrade-services/fairtrade-certification/compliance-criteria/

Please contact FLOCERT directly in the case of further questions or difficulties with understanding the
information provided online.
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6 Costs

For the coordination and evaluation of your application, FLOCERT requests payment of an application fee.
The application fee covers the administration of the application and is therefore independent from the
outcome of the evaluation. It will not be refunded even in the case of an application or certification denial.

Additional costs may occur for cotton traders, related to the evaluation of social indicators.

When an application is submitted to FLOCERT for multiple commercial functions or multiple products, the
application fee is charged only once.

When an application is submitted to FLOCERT for multi-structure setups, e.g. multi estates or 23 grade
producer organizations, the application fee is charged only once.

All application and certification fees incurred during the course of ongoing certification are outlined in the
FLOCERT fee lists published on the FLOCERT website: www.flo-cert.net - http://www.flocert.net/fairtrade-
services/fairtrade-certification/fees/

7 Application Process - step by step guide

7.1 FLOCERT sends the application package

Upon request FLOCERT's applications team assigns an Application ID and sends out an application
package including:

« an application questionnaire

« further templates linked to the application questionnaire

< information on Fairtrade certification and requirements, including the costs involved and
« a certification contract which rules contractual rights and responsibilities.

7.2 Applicant submits formal request for certificat jon to FLOCERT

By sending the filled in application questionnaire the applicant formally requests Fairtrade certification from
FLOCERT. It is therefore very important that the application questionnaire is signed. Further additional
documents as outlined in the questionnaire, including the proof of payment of the application fee, must be
attached. Returned questionnaires are only considered for evaluation once the payment of the application
fee has been confirmed. Applicants are requested to indicate the assigned Application ID as reference on
the application questionnaire and when the application fee payment is made.

7.3 FLOCERT evaluates the application

Upon receipt of the payment of the application fee, the FLOCERT application team starts the evaluation of
the application. The objective is to evaluate the theoretical certifiability of an applicant and includes the
verification of questionnaire information and documents on completeness and consistency.

The applicant’s data are entered into the FLOCERT certification database and a FLO ID is assigned which
replaces the previous Application ID. The applicant can start doing Fairtrade business only after receiving
Permission to Trade or their Fairtrade certificate from FLOCERT (see chapter 7.5).
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7.4 FLOCERT communicates outcome of application eva luation

If the application demonstrates that in principle the applicant is certifiable and if the requested document set
is complete and consistent, the application is accepted. This acceptance is communicated to the applicant
within 30 days. Following this communication the applicant will receive login data for the FLOCERT
certification web portal. In this portal applicants can inform themselves about the initial audit scheduling and
later on about the audit results.

7.5 Initial audit and certification

It is essential to understand what Fairtrade certification entails and implies for the years following the
successful application. Explanations and detailed information on the audit and certification process of
FLOCERT are included in the FLOCERT certification procedure (CERT Certification SOP) as published on
the FLOCERT website: www.flo-cert.net - http://www.flocert.net/fairtrade-services/fairtrade-
certification/how-it-works/

7.5.1 Preparation for Initial Audit

7.5.1.1 Certification fee invoice and audit schedul ing

Upon confirmation of an application, FLOCERT will (except for Small Licensees) issue an invoice covering
the initial certification fee (see chapter 6).

7.5.1.2 Producer certification

Upon receipt of payment of the initial certification fee, the applicant will be contacted to schedule the initial
audit, the results of which will enable FLOCERT to determine whether to grant Fairtrade certification or not.

The ‘Permission to Trade’ will be issued if no major non-conformities were identified during the initial audit.
The Permission to Trade is an intermediate, temporary allowance to start trading under Fairtrade conditions.
Applicants are granted this status to facilitate first Fairtrade sales of the respective trade chain.

On successful closure of all regular non-conformities in accordance with permissible timelines mentioned in
the CERT Certification SOP and within the validity period of the Permission to Trade, the operator will be
issued with a Fairtrade certificate.

In case FLOCERT identifies that a producer applicant commenced with Fairtrade business before having
received the Permission to Trade or a Fairtrade certificate,

a) the applicant and also their buyer will be charged the annual certification fee on a pro-rata basis
times two referring back to the date of the first Fairtrade transaction (however, not more than 5000
EUR) if the buyer is also a trader applicant doing Fairtrade business before having received their
Permission to Trade or

b) if the trader is already certified, the producer applicant will be charged the annual certification fee on
a pro-rata basis times two referring back to the date of the first Fairtrade transaction (however, not
more than 5000 EUR).

7.5.1.3 Trader certification

Upon receipt of payment of the initial certification fee, traders receive a preliminary ‘Permission to Trade’
valid for nine months (please refer to 7.5.1.4 for information on Small Licensee certification). The Permission
to Trade is an intermediate, temporary allowance to start trading under Fairtrade conditions. It is linked to the
following conditions:

Within approximately 6 months the compliance status with the Fairtrade Standards must be verified during
an on-site initial audit.

Trade is limited to the product categories as indicated during the application phase.

Only after a successful initial audit, the customer is granted Fairtrade certification and receives a Fairtrade
certificate.
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If FLOCERT identifies that a trader applicant commenced with Fairtrade business before having received the
Permission to Trade, no Permission to Trade can be issued until the applicant has been audited. It is at the
discretion of FLOCERT to decide whether the audit will be conducted on-site or on documents only. The on-
site audit will be charged in the same manner as a follow-up audit. If the applicant purchased products from
a certified supplier, these products may not be sold as Fairtrade. If FLOCERT identifies that products have
been traded prior to issuing the Permission to Trade, the trader applicant will be charged the annual
certification fee on a pro-rata basis times two referring back to the date of the first Fairtrade transaction, but
the fee will not exceed 5000 EUR.

It is important to note that the Permission to Trade will not be issued in the case of re-applications where
major non-conformities have not been resolved. In this case an audit will be conducted prior to certification
and no trade can occur until the Permission to Trade or Fairtrade certificate has been issued. The costs
involved to do this audit must be paid by the re-applying customer.

7.5.1.4 Small Licensees certification

During the application phase, small licensees will receive an invoice for the certification fee from FLOCERT.
Upon payment of the certification fee and the submission of the other application documents, the small
licensee trader will receive a preliminary ‘Permission to Trade’ valid for 3 years. Only after a successful initial
audit in year 6 the customer will be granted Fairtrade certification and receive a Fairtrade certificate. The
same procedure described above for traders who start doing Fairtrade business before having received the
Permission to Trade will apply in the case of small licensees.

Detailed information on Small Licensee certification is included in the Small Licensee Policy (see explanatory
documents under http://www.flocert.net/fairtrade-services/fairtrade-certification/compliance-criteria/), the
Small Licensee fee list (http://www.flocert.net/fairtrade-services/fairtrade-certification/fees/) as well as the
FLOCERT certification procedure (CERT Certification SOP) as published on the FLOCERT website
http://www flocert.net/fairtrade-services/fairtrade-certification/how-it-works/Final decision on certification

FLOCERT will only grant Fairtrade certification to applicants once all non-conformities have been resolved.
Upon a positive certification decision, FLOCERT will confirm Fairtrade certification by issuing a valid
Fairtrade certificate. For further explanations on the handling and resolution process of hon-conformities as
well as on the reasons for which FLOCERT might deny Fairtrade certification, please refer to FLOCERT's
certification procedure (CERT Certification SOP) as published on the FLOCERT website:
http://www.flocert.net/fairtrade-services/fairtrade-certification/how-it-works/. In the case of a certification
denial, customers can work on the non-conformities and apply again at a later stage (see chapter 7.8).

7.6 Right to appeal

If applicants do not agree with an evaluation or certification decision taken by FLOCERT, they have the right
to appeal or ask for a review of the evaluation. This right also applies if an applicant disagrees with the
decision taken by FLOCERT on the formal application request. For further information please refer to
FLOCERT's official Appeals & Review Procedure (QM Appeals&Review SOP) as published on the
FLOCERT website: http://www.flocert.net/fairtrade-services/fairtrade-certification/appeals-and-allegations/

7.7 Discontinuation of application

Applicants who have already paid the application fee: An application will be discontinued if the applicant
clearly explains that they no longer wish to be certified or the company / organization ceases to exist.
FLOCERT will discontinue the application 12 months from the date of the payment of the application fee if
the applicant does not submit all the required application documents within this time frame. However, the
applicant may reinstate their application within a period of 12 months from the date of the discontinuation by
supplying all outstanding documents and in this case they will not be required to pay a second application
fee. If the customer applies after 12 months after the date of discontinuation of the application, they will have
to start the application phase again and pay the application fee.

Where the application process has been completed and an initial certification fee invoiced, but the customer
fails to pay this invoice within 12 months from the date of the invoice, FLOCERT will discontinue the
application. Should the customer wish to reinstate the application within 12 months from the date of
discontinuation, the initial certification fee invoice must be paid before the initial audit can be scheduled. If
the customer applies after the 12 months after the date of discontinuation of the application, they will have to
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start the application phase again and pay the application fee and the initial certification fee before the initial
audit can be scheduled.

7.8 Re-applications

7.8.1 Re-application after certification was denied

Customers, who have been denied certification after the initial audit was conducted, may re-apply but the
following conditions apply:

* The customer does not need to pay the application fee and submit the application documents if the re-
application is done within 12 months after certification was denied. If the customer wants to re-apply
after this period, they need to pay the application fee again and send all updated application
documents.

e The customer will receive an initial certification fee invoice and upon payment the initial audit will be
scheduled.

7.8.2 Re-application after decertification due ton  on-compliance/ non-payment of
certification fees/ voluntary decertification

Customers who have been decertified due to non-compliance with the Fairtrade Standards, non-payment of
certification fees or were voluntarily decertified, may re-apply to become Fairtrade certified but the following
conditions apply:

« If the customer re-applies within 12 months of their decertification, the customer is redirected to the
respective Certification Analyst (please see CERT Certification SOP for more information)

< If the customer wants to re-apply after this period, they need to pay the application fee again and any
outstanding fees previous to decertification and send all updated application documents.

After completion of the application process, the customer is redirected to the responsible Certification

Analyst who will plan the audit.

8 Application for Scope Extension

Already certified customers might wish to extend their certification scope. This is possible at any point in the
certification cycle, but customers need to apply to FLOCERT and seek approval before effectively doing
Fairtrade business under an extended scope.

9 References

e Certification Procedure FLOCERT (CERT Certification SOP)

*  Application Questionnaire for Traders

e Application Questionnaires for Producers

e Trader and Producer fee lists as published on the FLOCERT website

e Appeals & Review Procedure FLOCERT (QM Appeals&Review SOP)

«  Small Licensee Policy (TC SmallLicenseePolicy ED)

*  Scope of Certification Explanatory Document (CERTScopeOfCertification ED)
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0 Purpose of this Document

FLOCERT is conducting audits against the Fairtrade Standards with the objective of controlling compliance
of producers and traders with these standards. This document describes the basis on which an audit is
planned and structured.

This document defines the composition of audit teams, the number and kind of interviews, the number of
samples taken on affiliated organisations, and the documents that need to be checked.

The number of audit days based on the organisational or corporate structure is described in the CERT
AuditTime WI.

A description of the certification system of FLOCERT is provided in the CERT Certification SOP. This
document includes a description of the audit frequency both on the level of the master operator and on the
level of the additional entity.

1 Application

This Standard Operating Procedure is binding for all FLOCERT certification staff members and auditors in
Fairtrade Certification. Any deviation from this SOP must always be reported and clearly documented in the
Ecert Auditor Webportal, Start Tab, Field “Deviation from Audit Procedure / ToRs”.

2 Use of the Document
The document is divided into two sections: (3) Audit Types and (4) Audit Structure.
The third section describes the different audits conducted by FLOCERT.

The fourth section provides an overview on the composition of audit teams and the implication on the
duration of an audit and a description of the rationale behind the audit structure of FLOCERT.

3 Audit Types and Related Scope of Work

There are seven different types of audits which are relevant for the certification cycle and are described in
detail in the following section. Audit types such as “Shadow Audits”, “Observed Audits” etc. are part of the
FLOCERT system to ensure the quality of the work of the auditor and are described in detail in the CERT
AuditorRecruitmentTrainingEvaluation WI.

e Initial Audit

e Surveillance Audit

e Renewal Audit

e Follow-up Audit

e Scope Extension Audit
¢ Unannounced Audit

e Desktop Audit
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3.1 Initial Audit

Based on the information received during the application phase, the initial audit is planned. This information
is part of the terms of reference of the auditor.

Scope e \Verification of information provided by the applicant during the application
o - phase
Initial Audit e \Verification of transactions traders made during the permission to trade phase
e \Verification that no trade took place before the date of permission to trade
e Evaluation of compliance criteria valid for all operators

3.2 Surveillance Audit

A surveillance audit ensures the continued compliance with the Fairtrade Standards during a certification
cycle (three year or six year cycle for Small Licensees). The auditor is requested to evaluate continued
compliance with core compliance criteria (defined by FLOCERT) which were valid at the point the last
certificate has been issued. See two examples below:

EXAMPLE 1:

A first certificate has been issued after an initial audit. At that point the operator was required to comply with compliance
criteria valid at time 0. The auditor is requested to monitor continued compliance with compliance criteria according to
the pre-defined checklist the auditor receives with the Ecert Audit Order.

EXAMPLE 2:

A new certificate has been issued after a renewal audit. At that point the operator was required to comply with
compliance criteria valid at time 0 and 3. The auditor is requested to monitor continued compliance with compliance
criteria 0 and 3 according to the pre-defined checklist the auditor receives with the Ecert Audit Order.

Furthermore, there are compliance criteria which come into effect within one or more years of certification.

Physical surveillance audits are selective audits focusing on continued compliance with core compliance
criteria and are thus shorter and allow the certification body a limited flexibility in selecting the focus of the
audit. In general, there is no difference between the 1*' and 2™ surveillance audit of a certification cycle.

Scope * Verification of continued compliance with compliance criteria (selected by
Surveillance

FLOCERT) which were valid at the point the last certificate has been issued.
e \Verification of compliance criteria that only got applicable at a certain point in

Audit time.

e The audit always includes the whole time period since the last physical audit.

Renewal Audit

A renewal audit has two objectives: first, to monitor continuous compliance with compliance criteria
applicable for the valid certificate (past); and second, to verify compliance with upcoming compliance criteria
which will be applicable for the next 3-year cycle (future). The second objective only applies to producer
audits since traders in general have to fulfil all compliance criteria right from the beginning.

EXAMPLE:

The producer has been certified for 6 years. This means the operator has successfully passed the first certification cycle,
the certificate has been renewed once (after 3 years) and compliance has been monitored during surveillance phase. At
this point, the producer is preparing for another renewal audit in order to achieve a certificate for the next 3 years. The
auditor is required to control all compliance valid at this point in time.
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Scope ¢ Evaluation of continued compliance with compliance criteria applicable at that
Renewal

point of time for the respective operator. Depending upon whether if it is a first
or a second renewal audit according to the pre-defined checklist the auditor
Audit receives with the Audit Order.

e The audit always includes the whole time period since the last physical audit.

3.3 Follow-up audits

A follow-up audit is the result of an evaluation or certification decision. The goal of a follow-up audit is to
follow-up on all non-conformities which can only be verified during a physical audit. It is possible to include
the verification of as many other non-conformities as possible within the time allocated. In the best case all
non-conformities will be verified and the status of the Objective Evidence documented. A follow-up audit can
also be scheduled when there is a high number of non-conformities identified during a regular audit. Follow-
up audits can either be regular follow-up audits (on a date agreed between the auditor and customer) or
unscheduled follow-up audits (within a flexible timeframe of the compliance period to check on difficult issues
such as child labour). Unscheduled follow-up audit is not identical with an unannounced audit.

During a follow-up audit the auditor is requested to verify that the corrective measures suggested by the
operator have been implemented.

Scope ¢ Evaluation of compliance with the major and other compliance criteria where a
Foll non-conformity during the last audit was detected and which cannot be verified
oliow-up through documents, or in case of a very high number of non-conformities

Audit

3.4 Scope Extension Audit

A scope extension audit is carried out if the operator wants to add an additional product or entity to the
certification scope before the next scheduled audit and the analyst has evaluated the application for scope
extension with the condition of a previous audit.

The audit will only focus on the compliance criteria related to the new product(s) which were not covered by
the last audit for the existing certification. In case of additional entities all compliance criteria valid in the
respective cycle do apply but the scope of audit is limited to the additional entity applying. The result will be
the acceptance or rejection of the scope extension. As there is no specific checklist type for scope extension
audits, the certification determines the relevant checkpoints in the ToR for the auditor.

Scope * Evaluation of compliance criteria applicable to new product which is supposed
to be covered by the certificate in the future.
e Evaluation of compliance of additional entity which is supposed to be covered

Extension
Audit by the certificate in the future.

3.5 Unannounced Audit

One activity that greatly improves the credibility of the Fairtrade certification system is the use of
unannounced audits. Unannounced audits allow us to assess what is happening at an operator during a
‘typical’ day, in contrast to the potential artificial environment established for an announced audit.

The FLOCERT Regional Managers are to select those customers who will receive an Unannounced Audit
relative to the number of Announced Audits planned annually as per the CERT Certification WI.

An unannounced audit will be scheduled in addition to the regular audit cycle and can only replace a
surveillance audit when it is ensured that all relevant criteria will be checked. If the unannounced audit is not
replacing a regular audit the focus of the audit is flexible and will be determined by the certification analyst
and communicated to the auditor via the Terms of Reference.

FLOCERT Regional Managers either select customers for unannounced audits at random or may identify
‘high-risk’ operators and decide that an unannounced audit is the most effective means of managing that
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risk. The ‘high-risk’ determination could be the result of an allegation, large growth projections, product or
country specific identifiers or other factors affecting risk.

The audit is carried out as a ‘spot-audit’, focusing only on specific mainly major compliance criteria that were
selected beforehand by the analyst and clearly described in the Terms of Reference. The auditor is then not
requested to check other CC not being part of the ToR.

Unannounced audits should normally not exceed 1 day onsite. Under exceptional circumstances an
unannounced audit may be a full audit (according to the audit schedule of the CERT AuditTime WI— see
reference).

The details on why the customer was selected and any other relevant information are captured in Ecert.

If an operator refuses access for whatever reason, then this is ground for an immediate suspension of the
certificate.

Scope ¢ Check continued compliance of customers including high-risk operators.

ElaFlalalelllgle=le[" o Checklist is defined by the responsible analyst.
Audit

3.6 Desktop Audit

A desktop surveillance audit of a producer or a trader can only be conducted as an exception if auditors
cannot be sent into a region due to regional conflicts, natural disasters, outbreaks of disease, or other high-
risk circumstances and there is a clear indication that the audit cannot be postponed or skipped. Any Initial
or Renewal audits cannot be replaced by a desktop audit and always will be physical audits.

If the operator does not cooperate by sending in the required information, or fails to implement the imposed
corrective measures resulting from non-conformities detected during the desktop surveillance audit, this
might also lead to a suspension of the certificate of the operator.

Scope e Evaluation of compliance in case a physical audit is not possible due to regional
Desktop conflicts, natural disasters, outbreaks of disease, or other high-risk
Audit circumstances.

4 Audit Structure

The audit in general comprises the steps listed below. An audit is considered to be complete when all
relevant steps and all relevant compliance criteria have been evaluated by the auditor. If the audit is an
announced audit, all parts of announcement are not relevant.

Before conducting an audit, the auditors needs to:

Agree with the customers on the audit dates and document this information in Ecert
Send the Audit Preparation Letter including a detailed audit plan (this is valid for Traders and
Producers) and the specific checklist not later than 10 work days before the audit

e Ensure the Terms of Reference are available in Ecert

e Ensure the information on previous non-conformities is available in Ecert

(1) Opening Meeting

The opening meeting is a very important part of the audit. There should be allocated sufficient time to the
opening meeting.
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0pening ¢ In the opening meeting the auditor introduces her/himself, explains the audit
meeting

plan, and verifies contact details including information on additional entities
such as affiliated organizations or subcontractors.

e The auditor will request a brief description of the situation at the operator’s
premises, gain an overview of technical systems in place. The auditor will also
try to understand any specific circumstances that might influence the audit
situation.

e The auditor assures as well the access of the customer to the Ecert operator
web portal and if not possible, will note the reason why it is not possible.

(2) Interviews/Field Visits/Documentation Revision

In this part of the audit, depending upon whether it is a producer or trader audit, the auditor is generally
requested to follow the guidelines listed below.

Interviews/ * conduct a certain number of interviews to draw a representative sample of
field visits/ members and/or workers (see section 4). The interviews are conducted to
verify information received during other interviews, document reviews or during
document a physical audit of production sites/additional entities.
revision e to interview certain groups like members of one community, sprayers, workers’
committee and board/management.

e to review certain documents and to review information available in the technical
systems of the operator e.g. personnel accounting, ERP systems or any other
system. It is always necessary to identify the most authentic source of written
information.

e to physically audit processing installations, storages and production sites.

e to visit some individual members on their farms (applies only to small producer
audits).

e Any field visit as well as the physical audit of production/procession or other
relevant facilities must always take into consideration, what was reviewed in the
previous audits. The certification body must ensure that the information is
available in Ecert. Thus the auditor is requested to ensure that all parts of the
organisation will be audited in the audit cycle. Furthermore the auditor should
not limit himself to one physical visit. It makes sense to visit different areas at
different times, and sometimes re-visit sites also within one audit.

¢ to do individual interviews with members and workers without any interference
of other members or workers, board and management.

e to sample a representative number of affiliated member organisations/affiliated
estates (applies only to multiple structures

e to cross check a certain number of transactions/contracts/invoices.

e o interview certain groups such as representatives of the purchase, (if
applicable) processing/manufacturing and sales department, quality
management, warehouse staff, etc. In Trader audits interviews cannot be
limited to the primary FLOCERT contact.

(3) Closing Meeting

The closing meeting is also a very important part of the audit. There should be allocated sufficient time to the
closing meeting and timelines in the audit plan must be kept or otherwise agreed with the operator.
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Closing ¢ During the closing meeting all non-conformities are presented and explained to

Meeting

the customer by the auditor. The closing report summarizes the non-
conformities and is signed by the customer and the auditor on-site.

¢ In the closing meeting it is also desired that the customer proposes Corrective
measures to all non-conformities identified, if necessary also to the
development criteria whenever the Score system applies.

e In exceptional cases if the auditor finds additional information that may result in
adding a non-conformity he/she is not allowed to add this to the signed closing
report after the closing meeting has been finalized. The auditor is asked to enter
this information in the comments column of the checklist indicating the nature of
the non-conformity and explain why it was only identified after the closing
meeting. The NC status field needs to be indicated as “yes” since this was the
situation at the time of the closing meeting. The analyst will then decide whether
to add/amend the non-conformity in the audit result list/corrective measure
workflow. However, the auditor is requested to verify before the Closing
meeting that she/he received and understood all information from the operator.

4.1 Audit Rationale

The audit system of FLOCERT is based on the principle that an auditor has sufficient time to conduct a
Fairtrade audit which meets our high quality goals. A separate Work Instruction on audit time provides an
overview on how many audit days are allocated for the four principle areas: preparation, travel, onsite visit
and reporting.

The time the auditor needs to conduct a complete audit depends on a number of factors: (i) the structure and
size of the customer to be audited, (ii) the number of Fairtrade products traded, (iii) the number of additional
entities and (iv) the number of commercial functions of the operator (e.g. producer + processor + exporter,
(v) the type of the audit.

An audit is considered to be complete when all relevant compliance criteria have been evaluated by the
auditor and opening meeting and closing meeting have been conducted.

4.1.1 Interviews

Conducting interviews is an integral part of the audit routine for producer and trade audits. A representative
sample of interviews should be conducted on different levels of an organisation/company. External interview
partners like union representatives are selected on a case by case situation. The following table gives an
overview about the main interview partners during a producer and a trade audit.

Category Main Interview Partners

1st grade producer
organisation

¢ Individual members of the organisation (including board and committees)
e Administrative staff

e Workers hired by the organisation

e Workers hired by individual members (if applicable)

e Responsible person(s) for ICS

e Responsible person(s) for Environmental Requirements

e Worker's Representatives (if applicable)

2nd or 3rd grade Delegates of the affiliated member organisation (including board and
producer committees)
organisations Individual members of the affiliated member organisation
o Workers hired at all levels of the organization (3", 2" & 1* grade and individual
members)
e Responsible person(s) for ICS
¢ Responsible person(s) for Environmental Requirements
e Worker's Representatives (if applicable)
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Contract e Management of promoting body
Production Project « |ndividual members of contract production project
e Workers of contract production project
e Responsible person(s) for ICS
e Responsible person(s) for Environmental Requirements
Single Plantation ¢ Management
(hired labour) e Workers
e Fairtrade Premium Committee
e Union/Elected workers representatives
e Local Trade Unions (if applicable)
e H&S Officer
e Responsible person(s) for Environmental Requirements
Multi Estate (hired ¢ Management of central structure
labour) e Workers at central structure
e Management of affiliated estates
e Workers on affiliated estates
e Fairtrade Premium Committee
e Union/Elected workers representatives
e Local Trade Unions (if applicable)
e H&S Officer
e Responsible person(s) for Environmental Requirements
Artisanal and ¢ Individual miners of the ASMO (including board and committees)
Small Scale Mining « Production Partners of the ASMO
Organisation e Administrative staff
(ASMO) e Workers hired by the ASMO or its processing facilities
e Workers hired by Members and Production Partners (if applicable)
e Responsible person(s) for ICS
e Worker's Representatives (if applicable)
ASMO with e Delegates of the PPO (including board and committees)
Production Partner « |ndividual miners of the PPO
Organisations o Workers hired by a PPO
(PPO) e Responsible person(s) for ICS
e Worker's Representatives (if applicable)
Small Scale Mining  Management of the SSMO
Organisations e Workers of the SSMO
(SSMO)
Processing at e Domestic Processing Facilities (mills, amalgamation and melting) in the area of
ASMO level ASMO (applies to all type of mining)
¢ Industrial processing (mineral stores, mills, amalgamation, cyanidation,
absorption/ desorption).
Processor, Facility Management
Exporter, Importer, Purchase Management/responsible
Manufacturer, Processing/Manufacturing responsible
Conveyor Sales Management/responsible

Accounting Clerk

Workers in processing installation and storage
Quality Manager

Fairtrade Officer/Fairtrade contact person
Product Managers
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Interviews in general serve two purposes:

a. factfinding
b. cross checking (confirmation of findings written — verbal, verbal — verbal)

Interviews are an important means to verify compliance with the Fairtrade Standards, for both producers and
traders. There are two different types of interviews conducted, namely “Focused Group Discussions” (group
interviews) and “Semi Structured Interviews” (individual interviews). During a focused group discussion, a
certain group of members or workers are interviewed regarding specific topics relevant to the group. Semi
structured interviews are bilateral interviews following a comparable interview course each time and being
randomly selected by the auditor.

Group and individual interviews are conducted with consideration being given to diversity and gender.

The sample numbers below are the minimum of interview partners to be talked to either in individual
interviews or in group interviews (opening and closing meeting do not count as interview). The auditor is
always free to choose more interview partners. In case the minimum participation cannot be reached,
reasons for that have to be explained in the Auditor Webportal/Start tab/Deviation from Audit procedure/ToR.

Interviews on the trader level are in most cases individual interviews that mainly serve the purpose of cross
checking information received during document and data control.

4.1.1.1  Number of member interviews — 1st Grade Producer Organisation

The following number of members of a small producer organisation should be interviewed to have a
representative sample:

Total number of members of the organisation

<50 Minimum 10 members
50 - 100 Minimum 15 members
101 — 250 Minimum 20 members
251 - 500 Minimum 25 members
501 — 1000 Minimum 30 members
> 1000 Minimum 40 members

4.1.1.2 Number of worker interviews — 1st Grade Producer Organisation

In case small producer organisations own a processing plant where workers are hired and/or employ
workers at the administrative or technical department, these workers should be interviewed to verify labour
conditions. If the organisation hires more than 20 workers, additional and more detailed information about
workers’ rights and working conditions have to be verified according to applicable compliance criteria. The
following number of workers of a small producer organisation should be interviewed to have a representative
sample:

Total number of workers hired by the organisation

0-10 Minimum 5 workers
10-20 Minimum 8 workers
20-50 Minimum 10 workers
> 50 Minimum 15 workers

Worker interviews on the member level should be conducted on the individual farms sampled. If possible
workers should be interviewed on all farms visited.
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4.1.1.3 Number of member interviews — 2nd/3rd Grade Producer Organisation

In the central structure, interviews must be conducted with members of the board, committees and
management of the 2"%/3" grade organisation.

Additionally to the central structure a certain number of 1% grade organisations are sampled as part of a
2"9/3" grade audit (see section 4.1.3). The following number of members of each audited member
organisation should be interviewed to have a representative sample:

Total number of individual members of the affiliated organisation

<50 Minimum 6 members
50 - 100 Minimum 8 members
101 - 250 Minimum 10 members
251 - 500 Minimum 12 members
501 — 1000 Minimum 15 members
> 1000 Minimum 20 members

4.1.1.4 Number of worker interviews — 2nd/3rd Grade Producer Organisation

In case the organisation owns a processing plant at a central level where workers are hired and/or employs
workers at the administrative or technical department, these workers should be interviewed to verify labour
conditions. If the organisation hires more than 20 workers, additional and more detailed information about
worker rights and working conditions have to be verified according to applicable compliance criteria. The
following number of workers of a small producer organisation should be interviewed to have a representative
sample:

Total number of workers hired by the organisation

0-10 Minimum 5 workers
10-20 Minimum 8 workers
20-50 Minimum 10 workers
> 50 Minimum 15 workers

In case the affiliated member organisations employ workers, the interview sample should follow the same
logic as described in 4.1.1.2 for the audited 1% grade organisation. Worker interviews on the individual
member level should be conducted on the single farms sampled (see section 4.1.2). If possible workers
should be interviewed on all farms visited.

4.1.1.5 Number of interviews — Contract Production Project

At the promoting body, interviews must be conducted with management of the promoting body. The following
number of individual members of the contract production project and workers hired by the contract
production project should be interviewed to have a representative sample:

Total number of members and workers hired by the organisation

<50 Minimum 10 members/workers
50-100 Minimum 15 members/workers
101-500 Minimum 20 members/workers
501-1000 Minimum 25 members/workers
> 1000 Minimum 30 members/workers
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4.1.1.6 Number of interviews — Single Plantation and Multi Estate (hired labour)

Management must be interviewed on all levels. The following number of workers hired by the company
should be interviewed to have a representative sample:

Total number of workers hired by the company

<50 Minimum 10 workers
50-100 Minimum 15 workers
101-500 Minimum 20 workers
501-1000 Minimum 25 workers
> 1000 Minimum 30 workers

The interviews should be conducted on all estates visited.

4.1.1.7 Number of interviews — ASMO/PPO

Management must be interviewed on all levels. Furthermore the following number of miners must be
interviewed to have a representative sample. All miners are registered by the ASMO. Registered miners
refer to members of the organization, self-employed miners within the scope of the ASMO and workers hired
by members, self-employed miners and the organisation.

Total Number of miners (active members of the ASMO, production partners and workers of
members, production partners, workers of the ASMO or workers of a processing facility hold by
members of the ASMO)

<25 > 90 % of all miners

26 — 500 Minimum 25 miners

500 — 2000 Minimum 5 % of all miners
> 2000 Maximum 100 miners

4.1.1.7.1 Domestic Processing Installations under the umbrella of an ASMO

The auditor is requested to physically audit domestic processing installations owned by miners, by their
families or by third parties who are operating in the mining area of the ASMO. A group interview should be
carried out with all persons working in a domestic processing plant and individual interviews if necessary.

Total number of domestic processing plants

<25 > 90 % of all processing plants
26 - 100 Minimum 20 processing plants
>200 Minimum 5 % of all processing plants

4.1.1.7.2 Small Scale Mining Organisations (Hired Labour situations) that receive stand-alone
audits

Total number of workers hired by the organisation

<25 > 90 % of all workers

26 - 500 Minimum 25 workers

500 — 2000 Minimum 5 % of all workers
> 2000 Maximum 100 workers
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4.1.1.8 Number of interviews — Trade organisation

Management must be interviewed on all levels. To the extent that the functional areas/positions exist,
interviews must be conducted with staff working/responsible for purchase, storage, transportation, sales,
packaging and dispatch. Furthermore, workers should be interviewed about the production/manufacturing
flow of products.

4.1.2 Sample size of farms during a 1st Grade Producer Organisation or Contract
Production Audit

The auditor is requested to physically audit a certain number of member farms to be able to see cultivation
practices and to talk to farmers individually. This is the minimum number to be visited:

Total number of members of the organisation

<50 Minimum 2 farms
50 - 100 Minimum 5 farms
101 - 250 Minimum 5 farms
251 - 500 Minimum 5 farms
501 — 1000 Minimum 10 farms
> 1000 Minimum 10 farms

The auditor is always free to choose more farms visits in the allocated audit time.

4.1.3 Sample size of affiliates and estates

4.1.3.1 Sample size on 2nd/3rd grade producer organisations

The central structure of the 2"%/3" grade organisation is always part of the audit scope. The auditor is
requested to verify information obtained at the central structure at a representative number of affiliated
member organisations:

e At a minimum, all or 3 member organisations (whichever is lesser) are audited in the first year (initial
certification).

e The exact number of samples in all other audits is calculated using the square root of the total number
of member organisations part of the Fairtrade Certification.

e At a minimum the sample is comprised of 2 member organisations
e Ata maximum the sample is comprised of 10 member organisations

4.1.3.2 Sample size during a Major Structure audit (Gold Mining)

The central structure is always part of the audit scope. The auditor is requested to verify information obtained
at the central structure at a representative number of affiliated ASMOs:

e At a minimum, all or 3 ASMOs (whichever is lesser) are audited in the first year (initial certification).
e The exact number of samples in all other audits is calculated using the square root of the total number
of ASMOs part of the Fairtrade Certification.

e At a minimum the sample is comprised of 1 ASMO within the scope of the Major Structure
e At a maximum the sample is comprised of 20 ASMOs

4.1.3.3 Sample Size on a Multi Estate audit

The central estate of the Multi estate is always part of the audit scope. The auditor is requested to verify
information obtained at the central structure at a representative number of affiliated estates part of the
Fairtrade certification:

e All affiliated estates are audited in the first year (initial certification)
e All estates should be audited within the 3-year cycle
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e To reduce the risk of not checking compliance at an SE in 3 years, follow-up audits are recommended
to verify compliance where an increased risk is perceived (e.g. repeat non-conformities, deceiving OE
documents previously provided, external factors such as news of strike etc.) As a risk mitigation
measure it should be considered to carry out unannounced audits at multi estates that have been
identified as high risk

4.1.3.4 Sample Size for Out Growers Working with HL companies

If the operator is certified against the Fairtrade Standard for Hired Labour for Fresh Vegetables in Africa, the
Hired Labour company will be working with small out-grower organisations supplying product to the central
company.

The Hired Labour company will have an Internal Control System in place for constant supervision of
Fairtrade compliance amongst the small out-growers’ organisations. FLOCERT audit and certification will
rely mainly on the proper functioning of this Internal Control System, which will be audited annually. In
addition, the auditor is requested to verify information obtained at the central structure at a representative
number of out-growers’ organisations included in the Fairtrade certificate:

e At a minimum, all or 3 out-growers’ organisations (whichever is lesser) are audited in the first year
(initial certification).

e The exact number of samples in all other audits is calculated using the square root of the total number
of out-growers’ organisations part of the Fairtrade Certification.

e At a minimum the sample is comprised of 2 out-growers’ organisations
e At a maximum the sample is comprised of 20 out-growers’ organisations

4.1.4 Sample Checking for the Verification of Mass Balance

Any reconciliation of the mass balance of the Fairtrade product has the aim that not more products are sold
then produced and/or bought. If the organisation produces/trades more than one product, the auditor is
requested to select the products with the highest volume and the highest value. The selected timeslots must
include high peak trading or harvesting times.

4.1.5 Number of Samples on Processing Installations (only Producer Level)

The auditor is requested to physically audit processing installations owned by the organisation/company in
order to control the working conditions. To draw a representative number of samples, the auditor is
requested to assess

e All processing installations in the first year (initial certification)

e All processing installations within a 3-year cycle.
4.1.6 Exporting Business (only Producer Level)
If the operator runs an exporting business for themselves, the activities are always part of the audit scope.
In cases where producer organisations or companies export for other Fairtrade organisations, the auditor is
requested to control that the operator is in compliance with trade certification requirements.
4.1.7 Sample Checking of Trading Information (only Trade Level)

The auditor is requested to cross check or sample check certain trade information of the operator during an
audit. Minimum levels are as follows:

Kind of Information Sample

Original Contracts, One sample per buyer and seller
Shipment documents At a minimum, one of each per trade chain
& Delivery Notes At a maximum 12 of each

Purchase invoices & One sample per buyer and seller
Payments At a minimum, one per trade chain
At a maximum 12 payments
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One sample per buyer and seller

At a minimum, one per trade chain

At a maximum 10 invoices

As an alternative it is also possible to monitor the process of invoicing in the
ERP system of the customer

4.1.8 Number of Products

All products under Fairtrade certification are always part of the audit scope for producers and traders.
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4.2 Documentation of Visited Entities

The auditor is requested to document what was inspected during the audit in order to ensure a balanced
sampling throughout the certification cycle. The below table shows the documentation requirements for all
organizational setups:

Type of Visited part(s) of the organization To be documented in
organization
Trader All facilities belonging to the company such Closing Report
as processing, warehouse or administration
Trader Additional entity Closing Report
Ecert Tab preparation/additional entities
1% grade producer Visited member farms Audit Annex “Member List”
organization
1 grade producer Additional entity Closing Report
organization Ecert Tab preparation/additional entities
2nd or 3rd grade  Visited Affiliates Closing Report
producer Ecert Tab preparation/additional entities

organisations
Or
Audit Annex “Member List” (in case of
large organizations)

2nd or 3rd grade  Additional entity Closing Report

producer Ecert Tab preparation/additional entities
organisations

Contract Visited member farms Audit Annex “Member List”

Production Project

Contract Additional entity Closing Report

Production Project Ecert Tab preparation/additional entities
HL — Single All facilities belonging to the company such  Closing Report

Plantation as processing, warehouse or administration

HL — Single Additional entity Closing Report

Plantation Ecert Tab preparation/additional entities

HL — Multi Estate  All facilities belonging to the company such Closing Report
as processing, warehouse or administration

HL — Multi Estate  Visited Affiliates Closing Report
Ecert Tab preparation/additional entities

HL — Multi Estate  Additional entity Closing Report
Ecert Tab preparation/additional entities

4.3 Selection of Auditors and Audit Teams

4.3.1 Selection of Auditors

e FLOCERT auditors should not conduct more than 3 consecutive audits for the same customer.
However, this can be allowed if he/she is the only auditor in a region or has the specific knowledge for
the region such as language, legal restriction or other social, cultural or technical knowledge. It could
also be permitted if due to clustering it is more efficient to use the same auditor) and if auditor’s
evaluations show solid good performance. The reasons for doing more than 3 consecutive audits will be
documented.
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e ltis also advised that the same auditor should do consecutive audits as thus the knowledge of the
organization will deepen. Especially in the case of an unannounced audit it is advantageous if the
auditor knows the organization from before.

4.3.2 Audit Teams

The number of audit days set out in section 5 is based on the assumption that the audit is conducted by one
auditor, which will be the case in the majority of audits.

A team of two auditors is sent in cases of

Mid to large structures (2nd and 3rd grade organisations, contract production projects and multi estates)
Large 1st grade organisations and plantations

Traders with large volumes of annual purchases or complex trade structures

Possibly conflict situations

The interviews/visits of the affiliated member organisations/estates can then be conducted in parallel.
Another recommendation is to combine specific auditors expertise and experience (e.g. environmental and
trade experience).

The lead auditor is responsible for audit preparation and reporting. Planning the number of days allocated for
an audit conducted by an audit team results into the following changes:

e Preparation — no change (the preparation is only allocated to the lead auditor)

e Travel —two auditors have to travel to the organisation/company therefore the number of days allocated
increases by 100%

e Onsite Visit— The time each auditor spends with the organisation/company onsite is nearly reduced to
50%. However, some parts of the audit, such as the opening and closing meetings and communication
between the auditors, cannot be conducted in parallel. Thus up to two extra days for the second auditor
can be allocated to the audit duration - Increase by 1 or 2 days.

e Reporting — no change (only allocated to the lead auditor)

5 Relevance of Organic or other certifications

The fact the organisation holds a valid organic certificate of an accredited organic certifier or any other
certificate for the entire organisation has no influence on the audit time and scope or on the rationale of the
audit. However, information from audits such as organic may be used for cross-checking of findings during
the audit.
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1. Purpose of this Document

This Standard Operating Procedure describes the FLOCERT certification system and its underlying rules
and principles such as the certification cycle, the concept of compliance criteria and the rationale behind
certification sanctions. Furthermore it provides an overview of the audit and certification process.

2. Area of Application

This Standard Operating Procedure applies to all involved parties in FLOCERT certification including
FLOCERT staff, auditors and certified customers.

3. Languages and Translations

FLOCERT operates in the following five languages: English, Spanish, French, Portuguese and German. This
means that customer service and documentation are provided in at least these five languages, while
FLOCERT’s website and other marketing material are maintained in English and Spanish.

English as the primary language is to be used in case of conflict of interpretation between translated
documents.

We will attempt to service you in your regional tongue wherever possible. In the event of translation needs
during an audit, appropriate translation methodologies will be adopted to ensure that the views of the
interviewees are accurately captured.

4. Certification System
FLOCERT Public Compliance Criteria

Compliance Criteria (CC) are established by FLOCERT to translate Fairtrade Standard requirements and
FLOCERT certification policies into verifiable control points that are monitored during the certification
process to determine compliance with the Fairtrade Standards. Compliance Criteria lists are published here
http://www.flocert.net/fairtrade-services/fairtrade-certification/compliance-criteria/

Non-conformity with a Compliance Criterion is understood to be a non-conformity with the corresponding
Standard requirement.

Below you can find the different types of compliance criteria and to which Compliance Criteria List they are
applicable:

Type of Core Major Development Voluntary Best Practices
Compliance Compliance Compliance Compliance (only (only checked in initial
Criteria (checked in all (checked in all checked in renewal and renewal audits)

audits) audits) audits (year 3, 6, etc.)
Small
Producer X X X

Organizations

Hired Labour

o X X X

Organizations

Contract N X X

Production

Traders X X X

Major Compliance Criteria

FLOCERT classifies a limited number of Compliance Criteria as major that reflect key Fairtrade principles
(e.g. ban on child labour). Non-conformity with a major compliance criterion is considered a threat to the
objectives and the reputation of the Fairtrade system.
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Core Compliance Criteria
Core Criteria are the Fairtrade baseline Standards and need to be complied with at any time.
Development Compliance Criteria

Development requirements refer to the continuous improvement that certified organizations must
demonstrate. Compliance with development criteria is verified against an average score.

Voluntary Best Practices (VBP)

VBP serves as indication where a trader stands on the path to even fairer trade practices. The score on VBP
criteria is not relevant for the evaluation process as no non-conformities are created based on VBP.

Timeline & Applicability
Some CC might not be applicable to your specific situation or will become applicable only in the future.

The number linked to a CC (0, 1, 3 or 6) represents the number of years until a CC becomes applicable to
you. For example for initial audits, only criteria with timeline 0 apply.

You will find limitations to the applicability of a CC at the beginning of a CC text in brackets. For example

e arequirement might only be applicable for customers dealing in a particular product — indicated as:
(banana) -,

¢ might only apply to larger companies — indicated as (NA for small companies) -,
e or might only apply after a transition period - indicated as (1 July 2015).
Performance Ranks

Compliance Criteria generally have 5 levels of compliance (ranks) that are numbered from 1 to 5 (1 standing
for complete lack of conformity and 5 for best practices) Ranks 1 and 2 indicate non-compliance whereas
Ranks 3 to 5 denote compliance. It must be noted that some Compliance Criteria may not have all 5 levels of
compliance but may just have No and Yes as answers signifying non-compliance and compliance
respectively.

5. FLOCERT certification cycle and applicable compliance criteria

5.1 Three-year certification cycle for Producers & Traders

Cycle 1 Cycle 2
Year 0 Year 1 Year 2 Year 3 Year 4 Year 5 Year 6
Certificate 1 Certificate 2

* Initial/Renewal Audit
* Surveillance

For high risk clients a second additional
surveillance audit per audit cycle is applicable.
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After you have successfully completed the initial audit and fulfilled all evaluation steps, you will receive a
valid Certificate that covers the first certification cycle. For information on trading possibilities prior to
receiving the Certificate, please refer to Chapter 7. Permission to Trade.

Normally one surveillance audit per cycle is carried out to evaluate continued compliance. As a trader
classified under category 2 of the Trader Certification Fees, FLOCERT only conducts the initial and renewal
audits but no surveillance audits.

Unannounced audits can be conducted at any time for randomly selected customers and/or if there are
strong indications that your activities reveal critical deviations from the Standard.

In other cases FLOCERT may decide to conduct two surveillance audits in a certification cycle if a customer
is considered as high risk. Possible reasons for classifying clients as high risk include, but are not limited to,
the following aspects:

high premium amounts received/ paid,

high volumes traded,

complex structure or ongoing structural changes,

high number of non-conformities including majors and substantiated allegations,
e new products or complex trade chains.

The first renewal audit is carried out during year 3 of your certification. Compliance, including fulfiiment of
Corrective Measures (CM), must be achieved before the certificate is renewed for the next 3-year cycle. The
same 3-year cycle continues into year 6.

It is important to note that although some CC may only become valid at a future point in time, you are
encouraged to be in conformity with these CC or start working towards conformity as early as possible as a
means for organizational strengthening and sustainable business development.

5.2  Six-year certification cycle for Small Licensees

* * *
Year Year Year Year Year Year Year Year Year Year
0 1 2 3 4 5 6 7 8 9
Permission to Trade Certificate

Initial/Renewal Onsite
Audit

Surveillance

Desktop Audit

If you are classified as a Small Licensee, your certification cycle is 6 years. Audits will take place every three
years; either as physical onsite audits or as desktop surveillance audits.

If you no longer meet the criteria of a Small Licensee you must inform FLOCERT proactively. In this case we
will change your status to the relevant customer category (which implies adjusted certification fees to your
category). For further details please consult the TC SmallLicenseeDefinition ED.
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6. Certificates

Each certified customer will be provided with a Certificate of Conformity valid for 4 years. This period of
validity will be 7 years for a Small Licensee. A Certificate will only be issued if you are compliant to all CC
relevant for that point in time.

If you are certified as both a producer and a trader, you will only receive one Certificate which includes both
scopes. You will have only one certification cycle based on the producer certification cycle and audits will be
combined for efficiency reasons.

If you are a certified producer and you wish to also be certified as a trader because you plan to start
exporting for another producer organization, the trader service will be added as an additional scope to your
existing certificate as a producer after you have received an initial audit and all non-conformities are
resolved.

For producers, the Certificate indicates the products (product category and type) that are allowed to be sold
as Fairtrade. For traders the Certificate indicates the product category and type the trader is allowed to buy
and sell as Fairtrade.

If you, as the certificate owner, choose to share a copy of the Certificate or other certification documents with
your trading partner, this must be shared in its entirety in order to make the trading partner aware of the
exact scope of your Fairtrade certification.

7. Permission to Trade

7.1 Traders

If you are a trader, you will receive a preliminary Permission to Trade letter valid for nine months upon
receipt of payment of the initial certification fee. You are granted this status to facilitate initial Fairtrade sales,
which would then form the basis for the initial audit.

If you (as an applicant) are found to have started transacting Fairtrade business before having received the
Permission to Trade, no Permission to Trade can be issued before you have been audited. Please also see
9.4 Financial Sanctions.

7.2  Producer organizations

If you are a producer organization, you will receive the Permission to Trade letter only after an initial audit,
provided there are no major non-conformities identified or once you have corrected all major non-
conformities. The Permission to Trade letter is valid for 9 months and enables you to start trading in
Fairtrade products. Once all non-conformities are fulfilled, a valid Certificate will be issued.

You must achieve compliance within the regular timeframe (refer to 8.4 Evaluation) and before the expiry
date of the Permission to Trade letter.

7.3 Small Licensees

If you are a small licensee, you will receive a Permission to Trade letter valid for 3 years upon receipt of
payment of the initial certification fee.

8. Audit, evaluation and certification process

The following chapter provides an overview of the audit, evaluation and certification process of FLOCERT.

8.1 Scheduling and preparation of the audit

Prior to each audit, the responsible certification analyst will provide the assigned auditor with the Terms of
Reference (ToR) which will define the scope of the audit. The assigned auditor will contact you to determine
a convenient audit date. At this point you will also receive information about any prospective observer
accompanying the auditor, if applicable. Once an audit date has been agreed upon, the auditor will send you
the audit preparation letter containing detailed information on the scope of the audit.
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For Unannounced Audits, the auditor will not send the audit preparation letter to you prior to the audit. The
responsible certification analyst will provide the assigned auditor with the CERT UnannouncedAudit FO
letter which will be handed to you by the auditor upon arrival on site.

8.2 Execution of the audit

The auditor will evaluate your performance against the FLOCERT compliance criteria during the audit. You
are required to accept announced and unannounced audits at the premises, as well as at your
subcontractor’'s premises and provide all requested information needed to demonstrate compliance with the
Fairtrade standards.

Filming or recording of audits is not allowed without prior approval by FLOCERT and the auditor(s).

8.3 Closing meeting

The auditor will complete a closing report with all detected non-conformities and present this report during
the closing meeting which will be held at the end of the audit. During the closing meeting the auditor will
explain all non-conformities to you. If you are a producer the auditor will also inform you of your score on
Development Criteria (only applicable in renewal audits) and if you are a trader, about the results of the
Voluntary Best Practice criteria (only applicable in initial and renewal audits).

You can choose to propose corrective measures aimed at correcting the detected non-conformities during
the closing meeting, or you can wait for the FLOCERT evaluator to request them from you after the audit.
The auditor is not permitted to advise you on how to fulfill the non-conformities identified, but is permitted to
explain the requirements and offer practical examples of what other customers have done in similar
situations. Following the audit, the audit results will be reported to FLOCERT by the auditor within 14 days.

8.4 Evaluation

After receipt of the audit results the responsible certification analyst (evaluator) will evaluate the audit report
and findings. The evaluator has the right to change, confirm or delete non-conformities identified by the
auditor. Non-conformities might also be added after the audit, in case the supporting documents submitted
provide evidence of further non-compliance.

The confirmed list of non-conformities will be sent to you within 60 calendar days of receipt of the audit report
from the auditor. In the case of a renewal audit of a producer, the Development Criteria (DC) Report will also
be submitted without any amendments to the average score given by the auditor.

In the event that you have not proposed corrective measure during the closing meeting, you have a 1-month
deadline for submission of corrective measure.

Upon receipt of your corrective measures, the responsible certification analyst (evaluator) will evaluate the
results and within 14 calendar days, will confirm whether or not they are suitable to achieve compliance with
the Fairtrade Standards.

Upon acceptance of the proposed corrective measures, the evaluator will list the objective evidence required
and set the corresponding timelines. The deadline to fulfill corrective measures is 45 days for traders and 4
months for producers. Depending on the nature of the non-conformities identified, the evaluator may either
define a document review or a follow-up audit as a means of confirming compliance.

Once you have submitted the requested objective evidence, the evaluator will evaluate the information within
1 month and will pass the evaluated case to the FLOCERT certifier with his/her recommendation.

8.5 Certification

The FLOCERT certifier will perform a final case review and will take a certification decision within 14
calendar days based on the information provided by the evaluator.

9. Certification Sanctions

Based on your compliance, the certifier can decide to apply the following certification sanctions at his/her
discretion:
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9.1 Withdrawal/Cancellation of Permission to Trade or Denial of Certification

If this sanction is applied to you, it means that you have to stop trading in Fairtrade products with immediate
effect. You are not permitted to sign any new Fairtrade contracts, nor are you allowed to fulfill existing
contracts.

Some examples or circumstances that may lead to a withdrawal of Permission to Trade or denial of
Certification could be:

a. The auditor identifies non-conformities with major compliance criteria during the Initial audit.

b. The customer has signed Fairtrade contracts with a new trade partner who is suspended or has
traded with a decertified trade partner.

c. Acceptable corrective measures were not proposed or fulfilled within the given timelines.

9.2 Suspension of Permission to Trade or Suspension of Certificate

If this sanction is applied to you, it means that you are not allowed to sign Fairtrade contracts with new trade
partners, nor are you allowed to advertise or make any reference to maintaining a valid Fairtrade
certification.

During the suspension period, you must however continue to fulfill existing Fairtrade contracts signed prior to
your suspension.Where no written contracts exist prior to suspension, you may continue to trade Fairtrade
products with Fairtrade certified trade partners with whom a Fairtrade relationship exists(1) for a volume that
cannot exceed 50% of the volumes traded as Fairtrade in the preceding 12 months.

The duration of suspension is dependent on the evaluation workflow timelines (refer to 8.4 Evaluation).

Some examples or circumstances that may lead to a suspension could be:

a. The auditor identified non-conformities with major compliance criteria during the audit.

b. Non-conformities with major compliance criteria are reported to FLOCERT via an allegation and
subsequent investigations confirm the allegation.

c. You have not proposed or have not fulfilled corrective measures within the defined timeframe.

9.3 Decertification

If this sanction is applied to you, it means that you have to stop trading in Fairtrade products with immediate
effect. You are not allowed to sign any new Fairtrade contracts nor are you allowed to fulfill existing
contracts.

Some examples that may lead to decertification could be:

1. Corrective measures were not submitted or not fulfilled within the defined timeframe after
suspension.

2. Contractual responsibilities are not adhered to, e.g. non-payment of certification fees, refusal of
audits.

3. Repeated major non-conformity in two consecutive audits.

4. The suspension rules were not respected.

94 Financial sanctions

FLOCERT can apply a financial sanction up to 5000 EUR taking into consideration the nature of your non-
compliance.

Some examples that may lead to financial sanctions could be:

1. Trading a product as Fairtrade before receiving an official Permission to Trade letter or Certificate
of Conformity.
2. Exceeding the volumes allowed to be traded as Fairtrade or by signing contracts with new trade

partners during suspension.
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10. Right to appeal

Should you disagree with an evaluation or certification decision taken by FLOCERT, you have the right to
appeal or to request a review of the evaluation decision. For further information, please refer to the Appeal &
Review Procedure (QM AppealReview SOP) published on the FLOCERT website.

11. Re-entry after decertification
If you have been decertified, you may re-apply to become Fairtrade certified under the following conditions:

1. You agree to undergo an audit before re-entering the Fairtrade certification system if deemed
necessary by FLOCERT.
2. You have corrected all pending major non-conformities.

Should you choose to re-enter the Fairtrade certification system within 12 months of the date of
decertification, you will not be required to pay the application fee. However, any outstanding certification fees
from the period prior to decertification would have to be paid.

Should you choose to re-enter the Fairtrade certification system after 12 months of the decertification date,
you would be required to complete the application process (please refer to the CERT Application SOP for
more information).

12. Scope Extension

As a certified customer you can extend the scope of certification at any point in the certification cycle.
However, before transacting Fairtrade business under the extended scope you would need to apply to
FLOCERT and seek approval in the following cases:

You are a producer and you want:

e to add a new product category to your Fairtrade activity.

e to add a new member organization / estate to your Fairtrade activity. This only applies to 2" or 3"
grade small producer organizations or multi estate companies who have limited their Fairtrade
certification to a selected number of member organizations / affiliated estates.

e to add a new function to your Fairtrade activity. Certified producers can apply to have the trader
function added to their Certificate.

e to add a subcontractor or additional entity to your Fairtrade activity.

You are a trader and you want:

e to add a new product category to your Fairtrade activity.
e to add a subcontractor or additional entity to your Fairtrade activity.
e to add a new function to your Fairtrade activity.

You may conduct Fairtrade business under the new scope only once you have received confirmation from
FLOCERT and if applicable, an amended Fairtrade Certificate.
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13. Process overview

CERT Certification SOP

The following work flow diagram provides an overview on the certification process:
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15. Change History

Version Author | Date approved Changes
Reviser
10 F 01/10/2008 First version

B.rinkschneide
r

18 I. Markova 21/12/2009 Permission to trade is issued only after the operator has paid;
if producer group acts as well as a trader, the producer would
have to be audited as a producer AND a trader (audit must
take into consideration the trade audit CC); change in R&R
Matrix (application steps); major changes in section 4.
Application, 5.1 Initial Evaluation and Certification and 7.1.1
Application ; warning of suspension of the permission to trade’
amended under 5.1 bullet point 41; in case of NCs with major
CC, FLOCERT has to impose CMs for all major NCs on the
operator within 1 month of the suspension decision; If the
operator does not propose CMs within 1 month, FLOCERT will
impose corrective measures immediately; changes in the work
flow diagram; Small Licensees certification process has been
described in the SOP

19 I. Markova 22/02/2010 Decision matrix taken out from the procedure and added in the
References as a separate document; Section 2 was excluded
(transition period is over)

20 I. Markova 06/09/2010 Cancellation of contract after non-response, Scheduling of
Audit without operators agreement after 3rd proposed Audit
date, “Warning of Suspension” renamed to “Suspension
Reminder”, PTT Traders have 3 months to implement CMs, 3
consecutive suspensions for the same reason lead to
immediate decertification, reference to “Suspension Procedure
WI” is made, TC surveillance audits only after payment of
annual fee, if for some reason there cannot be a surveillance
audit in one year the certification cycle is followed nonetheless
and the audit is skipped, process for application of already
certified operators is included, No PTT without audit for
operators who traded without PTT, discontinue application
after 3 months of non-response, Section 2.4 about certificates
added, operators have to propose corrective measures even
in case of major NCs, section 6.2.2 reduced as desktop audits
are explained in the Audit SOP

21 K. Mercier 28/02/2011 Information on application process including “Permission to
Trade” taken out (transferred into CERT Application SOP);
structure of whole document amended: generic process
description replaces description for initial, renewal and
surveillance phase; process description only superficial with
reference to CERT Certification WI which furnishes further
process details; separate section on sanctions; process work
flow diagram revised; concept of “existing trade relations” for
suspensions introduced; reference to analyst’s responsibility to
organize translation of audit report into main local language
taken out
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22 K. Mercier 09/06/2011
23 S. Kumar 16/08/2011
24 J 07/10/2011

Bellinghausen

25 J. 02/05/2012
Bellinghausen

26 C. Nufiez 14.06.2013

VERSION: 30/ 15.01.2016

Section 4.1 & 4.2 amended to include situations under which
Denial of application & Withdrawal of P to T and Denial of
Certification for the operator to take place / Section 3.2.1:
operators can skip a surveillance if they fulfil certain criteria as
defined in risk matrix in Audit SOP / Section 3.2.1: CC for
initial, renewal and surveillance differ

Section 3.4 specifies PtT concept for traders and the new PtT
for producers, 3.2.2 amended according to new version (11) of
TC SmallLicenseePolicy ED

Section 3.1, 3.2, 3.3, 3.4 and 7.2: Integration of SCORE
concept paper for Small Producers’ Organisations / Section
3.3.1: Reference to gap analysis report removed / Section 5:
Terms for re-application after decertification is defined /
Section 7.2: New timelines for submission of OE according to
PIP project implemented / Section 4.2: Suspensions due to
allegation introduced / Section 4.2: New rule included,
suspension due to not proposing suitable CMs / Section 4.3:
Rule on repeated major non-conformities as decided in CM
Meeting dated July 27th,

Section 7.2: Replaced producer initial through producer
applicant.

Section 3.3.1: New Auditing Approach implemented/ one
surveillance audit

Section 3.3.1: Trade audits can now be organized before
annual fee is paid

Section 3.2 ff: Score system extended to Contract Production
Section 3.4: Change in ruling for clients with 2 services
implemented

Section 4.1: Included that PTT can be withdrawn in case no
CM proposals are sent in time.

Section 4.2: Shortened suspension period for CM proposals
and OE submission incorporated.

Section 7: Adapted timelines for evaluating OE from 14 to 21
calendar days and timeline for certifier to take decision from
14 to 7 calendar days.

Section 3.3.1: Risk categorization is revised every year in
order to define if a second onsite surveillance audit is needed.
Examples of possible criteria to define “high risk”. First
renewal audit takes place during year 3 after initial audit.
Section 3.4: Products listed in the certificate are those that a
producer can sell and a trader can buy as Fairtrade.

Section 3.5.2: Deadline to fulfil CM after issuing a PTT for
producers is 4 months after evaluation.

Section 4.1: PTT can be withdrawn in case the suspension of
PTT is not lifted within given timeframe.

Section 4.2: This section applies also for Suspension of PTT.
Deadline to fulfill CMs is 5 months and deadline for evaluation
and lifting suspension is 1 month (total period of suspension is
6 months).

Section 4.3: Decertification due to insufficient or missing CM
and OE can occur only after suspension.

Section 5: This section includes also withdrawal of PTT and
voluntary decertification.

Section 7.4: diagram shows that a PTT can be suspended
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27 D. Rosado 30.01.2014 Section 3.2: Added Hired Labour to setups with Core and
Development Criteria.
Section 3.4: Added Hired Labour to setups with Core and
Development Criteria.
Section 4: Additional Reasons for Cancellation of PTT,
Suspension and Decertification were added.
Section 7.1: Unannounced added to 7.1.1.
Section 7.2: Amended deadlines of Evaluation.

28 M. Seifert/ K.  15.12.2014 Section 3.4: added: sharing certification documents only in its
Mercier entirety with third parties
Section 4.2: added: reference to Fairtrade certification not
allowed while being under suspension
Section 7.1.1: note added on sending observers

29 D. Rosado/ 01.07.2014 Section 4: Added Customers trading before PTT
T. Glammert- Section 4.2: Changed rules regarding Suspensions
Kuhr Section 4: Added rules regarding re-entry of customers after
decertification

Section 6: Details on scope extension added

30 D. Rosado 15.01.2016 Document was restructured
All sections: reworded
Section 3: New
Section 4: Added: table for different compliance criteria types;
explanation about Voluntary Best Practices.
Section 8.5: Added Financial Sanctions
Section 12: Deleted application instructions
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Marketing Plan

Wilhelm Reuss GmbH & Co. |Germany A www.wilhelmreuss.de Producer of semi-finished products
KG Lebensmittelwerk for the food industry
Pietro Masini SRL Italy A www.masinibiscotti.it Bakery
Scapigliati Dolciaria Srl Italy A www.scapigliati.it Bakery
SERVICEPAN S.r.L. Italy A www.veggetti.it Bakery
Ben & Jerry’s Hellendoorn Netherlands A www.benjerry.com Ice-cream producer
Sackeus AB Sweden A www.sackeus.se Chocolate manufacturer
Chocolat Schonenberger AG | Switzerland A www.schoenenberger- Chocolate manufacturer
choco.ch
Chocolat Stella Bernrain AG | Switzerland A www.swisschocolate.ch Chocolate manufacturer
Chocolats Halba - Division Switzerland A www.chocolatshalba.ch Chocolate manufacturer
der Coop Genossenschaft
Claro Fair Trade AG Switzerland A https://www.claro.ch Importer and wholesaler of Fairtrade
products
Hero Switzerland A www.hero-group.ch Manufacturer of fruit and vegetable
based products
Azelis UK Life Sciences Ltd |UK A www.azelis.com Distributor of food and health
products
Favols SA France B www.favols.fr Jam manufacturer
Léa Nature France B www.moulindesmoines.co | Distributor of food products
m
Fursten-Reform GmbH & Co | Germany B www.fuersten-reform.de Honey producer and processor
KG
LemonAid Beverages GmbH | Germany B www.lemon-aid.de Drink manufacturer
Ludwig Weinrich GmbH &Co. | Germany B www.weinrich- Chocolate manufacturer
KG chocolates.com
Wikana Keks und Germany B www.meinliebsingskeks.de | Bakery
Nahrungsmittel GmbH
Hero Switzerland B www.hero-group.ch Manufacturer of fruit and vegetable
based products
EZA Fairer Handel GmbH Austria N/S* |www.eza.cc Importer and wholesaler of Fairtrade
products
Honigmayr Austria N/S | www.honigmayr.at Honey producer and processor
Handelsgesellschaft mbH
CHOC AND CO nv Belgium N/S |www.chocandco.com Chocolate manufacturer
Maya Fair Trade Belgium N/S |www.maya-ft.be Importer and wholesaler of Fairtrade
products
Meli N.V. Belgium N/S  |www.meli.be Honey processor and bottler
Oxfam Fair Trade cbva Belgium N/S | www.oxfamfairtrade.be Importer and wholesaler of Fairtrade
products
SanoRice Belgium Belgium N/S | www.sanorice.nl Food manufacturer
Jakobsen A/S Denmark N/S | www.jakobsens.com Honey producer and processor
Urtekram International A/S | Denmark N/S | www.urtekram.com Food and body care product
manufacturer
Ethic Design Oy Finland N/S | www.louis.fi Importer and wholesaler of organic
and Fairtrade products
Ethiquable France N/S | www.ethiquable.coop Importer and wholesaler of organic
and Fairtrade products
Famille Michaud Apiculteurs | France N/S | www.famillemichaud.com |Honey producer and processor
FILET BLEU France N/S | www.filet-bleu.com Bakery
Les Apiculteurs Associés France N/S |[n/a Honey processor and bottler
MIEL VILLENEUVE France N/S | www.culturemiel.com Honey producer and processor
Moulin Meckert-Diemer France N/S |www.moulindesmoines.co | Distributor of food products
m
Naturalim France Miel France N/S | www.naturalim.fr Honey processor and bottler
Sageco France N/S |www.planet-sageco.com | Producer of honey and other food
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products

A & V Kosmetik Vertriebs Germany N/S | www.av-kosmetik.de Cosmetic manufacturer

GmbH

Breitsamer & Ulrich GmbH & | Germany N/S | www.breitsamer.de Honey processor and bottler

Co. KG

Dreyer Bienenhonig GmbH | Germany N/S |www.dreyer- Honey processor and bottler

bienenhonig.de

El Puente Import und Germany N/S |www.el-puente.de Importer and wholesaler of Fairtrade

Vertrieb GmbH products

GEPA mbH Germany N/S |www.gepa.de Importer and wholesaler of Fairtrade
products

Walter Lang GmbH/ Atrium | Germany N/S | www.biohonig.eu Honey wholesaler, processor and

Import GmbH bottler

Kerry Ingredients and Ireland N/S | www.kerrygroup.com Food manufacturer

Flavours Ltd.

Conapi S.c.r.l. Italy N/S | www.conapi.it Honey producer and processor

Matrunita Mediterranea SRL | Italy N/S | www.matrunita.com Honey wholesaler and processor

Fair Trade Original Netherlands | N/S |www.fairtrade.nl Food manufacturer

HISPAMIEL , S.A. Spain N/S |www.honeygreen.es Honey wholesaler

GYSI AG Chocolatier Suisse | Switzerland N/S | www.gysi.com Chocolate manufacturer

Narimpex AG Switzerland N/S | www.narimpex.ch Food manufacturer

Schenk Konfitliren+Sirup Switzerland N/S | www.schenkkonfi.ch Food manufacturer

GmbH

VARISTOR AG Switzerland N/S | www.varistor.ch Supplier of raw materials for the
Swiss food industry

Blue Sky Botanics Ltd UK N/S | www.blueskybotanics.com | Manufacturer of botanical extracts

Fuerst Day Lawson Ltd. UK N/S | www.fdlworld.com Supplier of ingredients for food
industry

Fullwell Mill Ltd. UK N/S | www.fullwellmill.com Manufacturer of organic, Fairtrade
and healthy foods

Kerry Ingredients (UK) Ltd UK N/S | www.kerrygroup.com Food manufacturer

(Petersborough)

Sarant Ltd. UK N/S |www.sarant.co.uk Honey wholesaler and processor

Traidcraft PLC UK N/S | www.traidcraft.co.uk Importer and retailer of Fairtrade
products

N/S*-Not specified

Fairtrade certified honey is classified into two categories, according to its quality, which is
defined by two criteria, namely the Hydroxymethylfurfural (HMF) content and the water
content. For each category, points are given according to the following schemes as
presented in Table 20 and Table 21. Minimum scores are given to products, which only
meet minimum legal requirements. More points are given to products, which meet higher

requirements.

Table 20 Water content in honey

Water content (%) Points Factor Max. Points
16.9% or less 5 4 20
17.0-17.5% 4 4 16
17.6-18.5% 3 4 12
18.6-19% 2 4 8
19.1-19.5% 0.5 4
19.6% or more 0 4 0
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Table 21 HMF content in honey

HMF content (ppm) Points Factor Max. Points
5.0 or less 5 3 15
5.1-9.9 4 3 12
10.0-12.0 3 3 9
12.1-15.0 2 3 6
15.1-20.0 1 3 3
20 and over 0 3 0

The quality of the honey is determined by calculating the points given for the quality criteria
above. The resulting scores determine whether the honey is in the category “A” quality (18
point or more) or in the category “B” quality (17 points or less). Honey of quality “A” will
receive a higher price than the quality “B” honey.

Fairtrade honey must comply with the following EU regulations:

e Directive 110/2001, which establishes basic quality requirements for honey in EU;

e EU General Food Law (Regulation (EC) 178/2002), which introduces general
principles for food production, such as traceability, risk analysis and a precautionary
approach. The legislation also sets out responsibilities and requirements for food
business operators.

e EU leqislation on hygiene of foodstuffs (Regulation (EC) 852/2004), which
establishes general hygiene requirements, such as a clean production environment
and personnel trained in hygienic handling of honey.

Council Directive Regulation EC Regulation EC
2001_110_EC.pdf 178_2002.pdf 852_2004. pdf

(Double-click on items to open the documents)

There are two options for honey packaging: bulk drums (mainly 290kg) and retall
packaging. Both types are acceptable for European market, depending on partner and
guantities. Many bulk buyers, such as Breitsamer & Ulrich, one of the leading honey
packers in Germany with a turnover exceeding 22,000 tons per annum, buy honey only in
drums of 290 kg. The minimum order volume of Breitsamer & Ulrich is about 40 tons.
Other importers, who buy fewer quantities, may require honey in retail packaging. While
choosing retail-packaging type, we should always remember that convenience is an
important selling point for European consumers, who want to enjoy products with minimum
effort. This trend is also applicable to honey. Honey in a “squeeze bottle” is becoming
steadily more popular, even though it has been around for many years. Hence, there is a
growing industry demand for honey with a higher fructose/glucose ratio, which stays liquid
for a longer time.
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COUNCIL DIRECTIVE 2001/110/EC
of 20 December 2001
relating to honey
THE COUNCIL OF THE EUROPEAN UNION, (5)  The general food-labelling rules laid down in Directive

Having regard to the Treaty establishing the European
Community, and in particular Article 37 thereof,

Having regard to the proposal from the Commission (!),
Having regard to the opinion of the European Parliament (2),

Having regard to the opinion of the Economic and Social
Committee (3),

Whereas:

(1)  Certain vertical directives relating to foods should be
simplified in order to take account only of the essential
requirements to be met by the products they cover in
order that those products may move freely within the
internal market, in accordance with the conclusions of
the European Council held in Edinburgh on 11 and 12
December 1992, confirmed by those of the European
Council in Brussels on 10 and 11 December 1993.

(2)  Council Directive 74/409/EEC of 22 July 1974 on the
harmonisation of the laws of the Member States relating
to honey (* was justified by the fact that differences
between national laws on the definition of honey, the
various types of honey and the characteristics required
of it could result in conditions of unfair competition
likely to mislead consumers, and thereby have a direct
effect on the establishment and functioning of the
common market.

(3)  Directive 74[409/EEC and its subsequent amendments
consequently established definitions, specified the
different types of honey which could be placed on the
market under appropriate names, laid down common
rules on composition and determined the main labelling
information so as to ensure the free movement of these
products within the Community.

(4)  For the sake of clarity Directive 74/409/EEC should be
recast, in order to make rules on the conditions for the
production and marketing of honey more accessible and
to bring it into line with general Community legislation
on foodstuffs, particularly legislation on labelling,
contaminants and methods of analysis.

231, 9.8.1996, p. 10.

279, 1.10.1999, p. 91.

56, 24.2.1997, p. 20.

221, 12.8.1974, p. 10. Directive as last amended by the 1985
t of Accession of Spain and Portugal.

C
C
C
L

2000/13/EC of the European Parliament and of the
Council (°) should apply subject to certain conditions. In
view of the close link between the quality of honey and
its origin, it is indispensable that full information on
those matters be available so that the consumer is not
misled regarding the quality of the product. The partic-
ular consumer interests as regards the geographical char-
acteristics of honey and full transparency in this regard
necessitate that the country of origin where the honey
has been harvested should be included in the labelling.

(6)  No pollen or other individual ingredient of honey is to
be removed, unless that is inevitable when organic and
inorganic foreign materials are removed. That process
may be carried out by filtering. Where such filtering
leads to the removal of a significant quantity of pollen,
the consumer must be correctly informed to that effect
by means of an appropriate indication on the label.

(7)  Honey the name of which includes indications
concerning floral, vegetable, regional, territorial or topo-
graphical origin or specific quality criteria may not have
filtered honey added to it. So that the transparency of
the market may be improved, the labelling of filtered
honeys and baker's honeys must be mandatory for every
transaction on the bulk market.

(8)  As the Commission stressed in its communication to the
European Parliament and the Council of 24 June 1994
on European apiculture, the Commission may adopt
methods of analysis to ensure compliance with the
compositional characteristics and additional specific
statements for all honey marketed in the Community.

(9) It is desirable to take account of the work achieved on a
new Codex standard for honey, adjusted, as appropriate,
to the specific requirements of the Community.

(10) In accordance with the principles of subsidiarity and
proportionality established by Article 5 of the Treaty,
the objective of laying down common definitions and
rules for the products concerned and bringing the provi-
sions into line with general Community legislation on
foodstuffs cannot be sufficiently achieved by the
Member States and can therefore, by reason of the
nature of this Directive, be better achieved by the
Community. This Directive does not go beyond what is
necessary to achieve the said objective.

() O] L 109, 6.5.2000, p. 29.
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(11)  The measures necessary for the implementation of this
Directive should be adopted in accordance with Council
Decision 1999/468/EC of 28 June 1999 laying down
the procedures for the exercise of implementing powers
conferred on the Commission (7).

(12) To avoid creating new barriers to free movement,
Member States should refrain from adopting, for the
products in question, national provisions not provided
for by this Directive,

HAS ADOPTED THIS DIRECTIVE:

Article 1

This Directive shall apply to the products defined in Annex I
These products shall meet the requirements set out in Annex II.

Article 2

Directive 2000/13/EC shall apply to the products defined in
Annex [, subject to the following conditions:

1. the term ‘honey’ shall be applied only to the product
defined in Annex I, point 1, and shall be used in trade to
designate that product;

2. the product names referred to in Annex I, points 2 and 3,
shall apply only to the products defined therein and shall be
used in trade to designate them. These names may be
replaced by the simple product name ‘honey’, except in the
case of filtered honey, comb honey, chunk honey or cut
comb in honey and baker's honey.

However,

(a) in the case of baker's honey, the words ‘intended for
cooking only’ shall appear on the label in close prox-
imity to the product name;

(b) except in the case of filtered honey and baker's honey,
the product names may be supplemented by informa-
tion referring to:

— floral or vegetable origin, if the product comes
wholly or mainly from the indicated source and
possesses the organoleptic, physico-chemical and
microscopic characteristics of the source,

— regional, territorial or topographical origin, if the
product comes entirely from the indicated source,

— specific quality criteria;

3. where baker's honey has been used as an ingredient in a
compound foodstuff, the term ‘honey’ may be used in the
product name of the compound food instead of the term
‘baker's honey’. However, in the list of ingredients, the term
as referred to in Annex I, point 3, shall be used;

4. (a) the country or countries of origin where the honey has
been harvested shall be indicated on the label.

() O] L 184, 17.7.1999, p. 23.

However, if the honey originates in more than one
Member State or third country that indication may be
replaced with one of the following, as appropriate:

— ‘blend of EC honeys,
— ‘blend of non-EC honeys,
— ‘blend of EC and non-EC honeys'.

(b) For the purpose of Directive 2000/13/EC and in partic-
ular Articles 13, 14, 16 and 17 thereof, the particulars
to be indicated according to subparagraph (a) shall be
considered as indications according to Article 3 of that
Directive.

Article 3

In the case of filtered honey and baker's honey, bulk
containers, packs and trade documents shall clearly indicate the
full product name, as referred to in Annex I, point 2(b)(viii),
and point 3.

Article 4

The Commission may adopt methods to permit verification of
compliance of honey with the provisions of this Directive.
These methods shall be adopted in accordance with the proce-
dure laid down in Article 7(2). Until the adoption of such
methods, Member States shall, whenever possible, use interna-
tionally recognised validated methods such as those approved
by Codex Alimentarius to verify compliance with the provi-
sions of this Directive.

Article 5

For the products defined in Annex I, Member States shall not
adopt national provisions not provided for by this Directive.

Article 6

The measures necessary for the implementation of this
Directive relating to the matters referred to below shall be
adopted in accordance with the procedure set out in Article
7(2):

— bringing this Directive into line with general Community
legislation on foodstuffs,

— adaptations to technical progress.

Article 7
1.  The Commission shall be assisted by the Standing
Committee on Foodstuffs (hereinafter referred to as ‘the
Committee’) set up by Article 1 of Decision 69/414/EEC (%).

2. Where reference is made to this paragraph, Articles 5 and
7 of Decision 1999/468/EC shall apply.

The period laid down in Article 5(6) of Decision 1999/468/EC
shall be set at three months.

3. The Committee shall adopt its rules of procedure.

) O] L 291, 19.11.1969, p. 9.
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Article 8

Directive 74[409[EEC is hereby repealed with effect from 1
August 2003.

References to the repealed Directive shall be construed as refer-
ences to this Directive.

Article 9

Member States shall bring into force the laws, regulations and
administrative provisions necessary to comply with this
Directive before 1 August 2003. They shall forthwith inform
the Commission thereof.

The measures shall be applied so as to:

— authorise the marketing of the products defined in Annex I
if they conform to the definitions and rules laid down in
this Directive, with effect from 1 August 2003;

— prohibit the marketing of products which fail to conform
to this Directive, with effect from 1 August 2004.

However, the marketing of products which fail to conform to
this Directive and labelled before 1 August 2004 in accordance
with Directive 74[409/EEC shall be permitted until stocks run
out.

When Member States adopt these measures, these shall contain
a reference to this Directive or shall be accompanied by such
reference on the occasion of their official publication. The
methods of making such reference shall be laid down by
Member States.

Article 10

This Directive shall enter into force on the 20th day following
that of its publication in the Official Journal of the European
Communities.

Atrticle 11

This Directive is addressed to the Member States.

Done at Brussels, 20 December 2001.

For the Council
The President
C. PICQUE
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ANNEX 1
NAMES, PRODUCT DESCRIPTIONS AND DEFINITIONS

1. Honey is the natural sweet substance produced by Apis mellifera bees from the nectar of plants or from secretions of
living parts of plants or excretions of plant-sucking insects on the living parts of plants, which the bees collect,
transform by combining with specific substances of their own, deposit, dehydrate, store and leave in honeycombs to
ripen and mature.

2. The main types of honey are as follows:
(a) according to origin:
(i) blossom honey or nectar honey
Honey obtained from the nectar of plants;
(i) honeydew honey
Honey obtained mainly from excretions of plant sucking insects (Hemiptera) on the living part of plants or
secretions of living parts of plants;
(b) according to mode of production andfor presentation:
(ili) comb honey
Honey stored by bees in the cells of freshly built broodless combs or thin comb foundation sheets made
solely of beeswax and sold in sealed whole combs or sections of such combs;
(iv) chunk honey or cut comb in honey
Honey which contains one or more pieces of comb honey;
(v) drained honey
Honey obtained by draining decapped broodless combs;
(vi) extracted honey
Honey obtained by centrifuging decapped broodless combs;
(vii) pressed honey
Honey obtained by pressing broodless combs with or without the application of moderate heat not exceeding
45 °C;
(viii) filtered honey
Honey obtained by removing foreign inorganic or organic matter in such a way as to result in the significant
removal of pollen.

3. Baker's honey

Honey which is (a) suitable for industrial uses or as an ingredient in other foodstuffs which are then processed and (b)
may:

— have a foreign taste or odour, or

— have begun to ferment or have fermented, or

— have been overheated.
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ANNEX II

COMPOSITION CRITERIA FOR HONEY

Honey consists essentially of different sugars, predominantly fructose and glucose as well as other substances such as
organic acids, enzymes and solid particles derived from honey collection. The colour of honey varies from nearly
colourless to dark brown. The consistency can be fluid, viscous or partly to entirely crystallised. The flavour and aroma
vary, but are derived from the plant origin.

When placed on the market as honey or used in any product intended for human consumption, honey shall not have
added to it any food ingredient, including food additives, nor shall any other additions be made other than honey. Honey
must, as far as possible, be free from organic or inorganic matters foreign to its composition. With the exception of point
3 of Annex I, it must not have any foreign tastes or odours, have begun to ferment, have an artificially changed acidity or
have been heated in such a way that the natural enzymes have been either destroyed or significantly inactivated.

Without prejudice to Annex I, point 2(b)(viii), no pollen or constituent particular to honey may be removed except where
this is unavoidable in the removal of foreign inorganic or organic matter.

When placed on the market as honey or used in any product intended for human consumption, honey must meet the
following composition criteria:

1. Sugar content

1.1. Fructose and glucose content (sum of both)

— blossom honey not less than 60 g/100 g

=

— honeydew honey, blends of honeydew honey with blossom honey not less than 45 g/100 g

1.2. Sucrose content

— in general not more than 5 g/100 g

— false acacia (Robinia pseudoacacia), alfalfa (Medicago sativa), Menzies
Banksia (Banksia menziesii), French honeysuckle (Hedysarum), red
gum (Eucalyptus camadulensis), leatherwood (Eucryphia lucida, Eucry-
phia milliganii), Citrus spp. not more than 10 g/100 g

— lavender (Lavandula spp.), borage (Borago officinalis) not more than 15 g/100 g

2. Moisture content

— in general not more than 20 %
— heather (Calluna) an baker's honey in general not more than 23 %
— baker's honey from heather (Calluna) not more than 25 %

3. Water-insoluble content

— in general not more than 0,1 g/100 g

— pressed honey not more than 0,5 g/100 g

4. Electrical conductivity

— honey not listed below, and blends of these honeys not more than 0,8 mS/cm

— honeydew and chestnut honey and blends of these except with
those listed below not more than 0,8 mS/cm

— exceptions: strawberry tree (Arbutus unedo), bell heather (Erica),
eucalyptus, lime (Tilia spp.), ling heather (Calluna vulgaris), manuka
or jelly bush (leptospermum), tea tree (Melaleuca spp.)

5. Free acid

— in general not more than 50 milli-equivalents
acid per 1000 grammes

— baker's honey not more than 80 milli-equivalents
acid per 1000 grammes
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6. Diastase activity and hydroxymethylfurfural content (HMF) determined after processing and blending

(a) Diastase activity (Schade scale)

— in general, except baker's honey

— honeys with low natural enzyme content (e.g. citrus honeys)
and an HMF content of not more than 15 mg/kg

(b) HMF

— in general, except baker's honey

— honeys of declared origin from regions with tropical climate
and blends of these honeys

not less than 8

not less than 3

not more than 40 mgfkg (subject to
the provisions of (a), second indent)

not more than 80 mg/kg
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(Acts whose publication is obligatory)

REGULATION (EC) No 178/2002 OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL
of 28 January 2002

laying down the general principles and requirements of food law, establishing the European Food
Safety Authority and laying down procedures in matters of food safety

THE EUROPEAN PARLIAMENT AND THE COUNCIL OF THE
EUROPEAN UNION,

Having regard to the Treaty establishing the European
Community, and in particular Articles 37, 95, 133 and Article
152(4)(b) thereof,

Having regard to the proposal from the Commission ('),

Having regard to the opinion of the Economic and Social
Committee (%),

Having regard to the opinion of the Committee of the
Regions (%),

Acting in accordance with the procedure laid down in Article
251 of the Treaty (%),

Whereas:

(1)  The free movement of safe and wholesome food is an
essential aspect of the internal market and contributes
significantly to the health and well-being of citizens, and
to their social and economic interests.

20 A high level of protection of human life and health
should be assured in the pursuit of Community policies.

(3)  The free movement of food and feed within the
Community can be achieved only if food and feed safety
requirements do not differ significantly from Member
State to Member State.

(4)  There are important differences in relation to concepts,
principles and procedures between the food laws of

() O] C 96 E, 27.3.2001, p. 247.

() O] C 155, 29.5.2001, p. 32.

(}) Opinion delivered on 14 June 2001 (not yet published in the Offi-
cial Journal).

(*) Opinion of the European Parliament of 12 June 2001 (not yet
published in the Official Journal), Council Common Position of 17
September 2001 (not yet published in the Official Journal) and
Decision of the European Parliament of 11 December 2001 (not yet
published in the Official Journal). Council Decision of 21 January
2002.

the Member States. When Member States adopt meas-
ures governing food, these differences may impede the
free movement of food, create unequal conditions of
competition, and may thereby directly affect the func-
tioning of the internal market.

(5)  Accordingly, it is necessary to approximate these
concepts, principles and procedures so as to form a
common basis for measures governing food and feed
taken in the Member States and at Community level. It is
however necessary to provide for sufficient time for the
adaptation of any conflicting provisions in existing legis-
lation, both at national and Community level, and to
provide that, pending such adaptation, the relevant legis-
lation be applied in the light of the principles set out in
the present Regulation.

(6)  Water is ingested directly or indirectly like other foods,
thereby contributing to the overall exposure of a
consumer to ingested substances, including chemical and
microbiological contaminants. However, as the quality
of water intended for human consumption is already
controlled by Council Directives 80/778/EEC (°) and 98/
83[EC (%), it suffices to consider water after the point of
compliance referred to in Article 6 of Directive 98/83/
EC.

(7)  Within the context of food law it is appropriate to
include requirements for feed, including its production
and use where that feed is intended for food-producing
animals. This is without prejudice to the similar require-
ments which have been applied so far and which will be
applied in the future in feed legislation applicable to all
animals, including pets.

(8)  The Community has chosen a high level of health
protection as appropriate in the development of food
law, which it applies in a non-discriminatory manner
whether food or feed is traded on the internal market or
internationally.

() O] L 229, 30.8.1980, p. 11. Directive repealed by Directive 98/

83EC.
() O] L 330, 5.12.1998, p. 32.
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(9) It is necessary to ensure that consumers, other stake- Recourse to a risk analysis prior to the adoption of such

(11)

(12)

(14)

(16)

holders and trading partners have confidence in the
decision-making processes underpinning food law, its
scientific basis and the structures and independence of
the institutions protecting health and other interests.

Experience has shown that it is necessary to adopt meas-
ures aimed at guaranteeing that unsafe food is not
placed on the market and at ensuring that systems exist
to identify and respond to food safety problems in order
to ensure the proper functioning of the internal market
and to protect human health. Similar issues relating to
feed safety should be addressed.

In order to take a sufficiently comprehensive and inte-
grated approach to food safety, there should be a broad
definition of food law covering a wide range of provi-
sions with a direct or indirect effect on the safety of food
and feed, including provisions on materials and articles
in contact with food, animal feed and other agricultural
inputs at the level of primary production.

In order to ensure the safety of food, it is necessary to
consider all aspects of the food production chain as a
continuum from and including primary production and
the production of animal feed up to and including sale
or supply of food to the consumer because each element
may have a potential impact on food safety.

Experience has shown that for this reason it is necessary
to consider the production, manufacture, transport and
distribution of feed given to food-producing animals,
including the production of animals which may be used
as feed on fish farms, since the inadvertent or deliberate
contamination of feed, and adulteration or fraudulent or
other bad practices in relation to it, may give rise to a
direct or indirect impact on food safety.

For the same reason, it is necessary to consider other
practices and agricultural inputs at the level of primary
production and their potential effect on the overall
safety of food.

Networking of laboratories of excellence, at regional
andfor interregional level, with the aim of ensuring
continuous monitoring of food safety, could play an
important role in the prevention of potential health risks
for citizens.

Measures adopted by the Member States and the
Community governing food and feed should generally
be based on risk analysis except where this is not appro-
priate to the circumstances or the nature of the measure.

(18)

(20)

(21)

(22)

measures should facilitate the avoidance of unjustified
barriers to the free movement of foodstuffs.

Where food law is aimed at the reduction, elimination or
avoidance of a risk to health, the three interconnected
components of risk analysis — risk assessment, risk
management, and risk communication — provide a
systematic methodology for the determination of effec-
tive, proportionate and targeted measures or other
actions to protect health.

In order for there to be confidence in the scientific basis
for food law, risk assessments should be undertaken in
an independent, objective and transparent manner, on
the basis of the available scientific information and data.

It is recognised that scientific risk assessment alone
cannot, in some cases, provide all the information on
which a risk management decision should be based, and
that other factors relevant to the matter under considera-
tion should legitimately be taken into account including
societal, economic, traditional, ethical and environ-
mental factors and the feasibility of controls.

The precautionary principle has been invoked to ensure
health protection in the Community, thereby giving rise
to barriers to the free movement of food or feed. There-
fore it is necessary to adopt a uniform basis throughout
the Community for the use of this principle.

In those specific circumstances where a risk to life or
health exists but scientific uncertainty persists, the
precautionary principle provides a mechanism for deter-
mining risk management measures or other actions in
order to ensure the high level of health protection
chosen in the Community.

Food safety and the protection of consumer's interests is
of increasing concern to the general public, non-govern-
mental organisations, professional associations, inter-
national trading partners and trade organisations. It is
necessary to ensure that consumer confidence and the
confidence of trading partners is secured through the
open and transparent development of food law and
through public authorities taking the appropriate steps
to inform the public where there are reasonable grounds
to suspect that a food may present a risk to health.
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(23) The safety and confidence of consumers within the ensure that on investigation, traceability can be assured

(24)

(25)

(26)

(28)

Community, and in third countries, are of paramount
importance. The Community is a major global trader in
food and feed and, in this context, it has entered into
international trade agreements, it contributes to the
development of international standards which underpin
food law, and it supports the principles of free trade in
safe feed and safe, wholesome food in a non-discrimina-
tory manner, following fair and ethical trading practices.

It is necessary to ensure that food and feed exported or
re-exported from the Community complies with
Community law or the requirements set up by the
importing country. In other circumstances, food and
feed can only be exported or re-exported if the
importing country has expressly agreed. However, it is
necessary to ensure that even where there is agreement
of the importing country, food injurious to health or
unsafe feed is not exported or re-exported.

It is necessary to establish the general principles upon
which food and feed may be traded and the objectives
and principles for the contribution of the Community to
developing international standards and trade agreements.

Some Member States have adopted horizontal legislation
on food safety imposing, in particular, a general obliga-
tion on economic operators to market only food that is
safe. However, these Member States apply different basic
criteria for establishing whether a food is safe. Given
these different approaches, and in the absence of hori-
zontal legislation in other Member States, barriers to
trade in foods are liable to arise. Similarly such barriers
may arise to trade in feed.

It is therefore necessary to establish general requirements
for only safe food and feed to be placed on the market,
to ensure that the internal market in such products
functions effectively.

Experience has shown that the functioning of the
internal market in food or feed can be jeopardised where
it is impossible to trace food and feed. It is therefore
necessary to establish a comprehensive system of trace-
ability within food and feed businesses so that targeted
and accurate withdrawals can be undertaken or informa-
tion given to consumers or control officials, thereby
avoiding the potential for unnecessary wider disruption
in the event of food safety problems.

It is necessary to ensure that a food or feed business
including an importer can identify at least the business
from which the food, feed, animal or substance that may
be incorporated into a food or feed has been supplied, to

(31)

(32)

(33)

(34)

(35)

at all stages.

A food business operator is best placed to devise a safe
system for supplying food and ensuring that the food it
supplies is safe; thus, it should have primary legal
responsibility for ensuring food safety. Although this
principle exists in some Member States and areas of food
law, in other areas this is either not explicit or else
responsibility is assumed by the competent authorities of
the Member State through the control activities they
carry out. Such disparities are liable to create barriers to
trade and distort competition between food business
operators in different Member States.

Similar requirements should apply to feed and feed busi-
ness Operators.

The scientific and technical basis of Community legisla-
tion relating to the safety of food and feed should
contribute to the achievement of a high level of health
protection within the Community. The Community
should have access to high-quality, independent and effi-
cient scientific and technical support.

The scientific and technical issues in relation to food and
feed safety are becoming increasingly important and
complex. The establishment of a European Food Safety
Authority, hereinafter referred to as ‘the Authority’,
should reinforce the present system of scientific and
technical support which is no longer able to respond to
increasing demands on it.

Pursuant to the general principles of food law, the
Authority should take on the role of an independent
scientific point of reference in risk assessment and in so
doing should assist in ensuring the smooth functioning
of the internal market. It may be called upon to give
opinions on contentious scientific issues, thereby
enabling the Community institutions and Member States
to take informed risk management decisions necessary
to ensure food and feed safety whilst helping avoid the
fragmentation of the internal market through the adop-
tion of unjustified or unnecessary obstacles to the free
movement of food and feed.

The Authority should be an independent scientific
source of advice, information and risk communication
in order to improve consumer confidence; nevertheless,
in order to promote coherence between the risk assess-
ment, risk management and risk communication func-
tions, the link between risk assessors and risk managers
should be strengthened.
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(36)  The Authority should provide a comprehensive indepen- distribution within the Union. This should be facilitated

(37)

(39)

(41)

dent scientific view of the safety and other aspects of the
whole food and feed supply chains, which implies wide-
ranging responsibilities for the Authority. These should
include issues having a direct or indirect impact on the
safety of the food and feed supply chains, animal health
and welfare, and plant health. However, it is necessary to
ensure that the Authority focuses on food safety, so its
mission in relation to animal health, animal welfare and
plant health issues that are not linked to the safety of the
food supply chain should be limited to the provision of
scientific opinions. The Authority's mission should also
cover scientific advice and scientific and technical
support on human nutrition in relation to Community
legislation and assistance to the Commission at its
request on communication linked to Community health
programmes.

Since some products authorised under food law such as
pesticides or additives in animal feed may involve risks
to the environment or to the safety of workers, some
environmental and worker protection aspects should
also be assessed by the Authority in accordance with the
relevant legislation.

In order to avoid duplicated scientific assessments and
related scientific opinions on genetically modified organ-
isms (GMOs), the Authority should also provide
scientific opinions on products other than food and feed
relating to GMOs as defined by Directive 2001/18/EC (')
and without prejudice to the procedures established
therein.

The Authority should contribute through the provision
of support on scientific matters, to the Community's and
Member States' role in the development and establish-
ment of international food safety standards and trade
agreements.

The confidence of the Community institutions, the
general public and interested parties in the Authority is
essential. For this reason, it is vital to ensure its indepen-
dence, high scientific quality, transparency and effi-
ciency. Cooperation with Member States is also indis-
pensable.

To that effect the Management Board should be
appointed in such a way as to secure the highest
standard of competence, a broad range of relevant
expertise, for instance in management and in public
administration, and the broadest possible geographic

(') Directive 2001/18/EC of the European Parliament and of the

Council of 12 March 2001 on the

eliberate release into the envi-

ronment of genetically modified organisms and repealing Council
Directive 90/220/EEC (O] L 106, 17.4.2001, p. 1).

(43)

(44)

(45)

(47)

by a rotation of the different countries of origin of the
members of the Management Board without any post
being reserved for nationals of any specific Member
State.

The Authority should have the means to perform all the
tasks required to enable it to carry out its role.

The Management Board should have the necessary
powers to establish the budget, check its implementa-
tion, draw up internal rules, adopt financial regulations,
appoint members of the Scientific Committee and
Scientific Panels and appoint the Executive Director.

The Authority should cooperate closely with competent
bodies in the Member States if it is to operate effectively.
An Advisory Forum should be created in order to advise
the Executive Director, to constitute a mechanism of
exchange of information, and to ensure close coopera-
tion in particular with regard to the networking system.
Cooperation and appropriate exchange of information
should also minimise the potential for diverging
scientific opinions.

The Authority should take over the role of the Scientific
Committees attached to the Commission in issuing
scientific opinions in its field of competence. It is neces-
sary to reorganise these Committees to ensure greater
scientific consistency in relation to the food supply
chain and to enable them to work more effectively. A
Scientific Committee and Permanent Scientific Panels
should therefore be set up within the Authority to
provide these opinions.

In order to guarantee independence, members of the
Scientific Committee and Panels should be independent
scientists recruited on the basis of an open application
procedure.

The Authority's role as an independent scientific point
of reference means that a scientific opinion may be
requested not only by the Commission, but also by the
European Parliament and the Member States. In order to
ensure the manageability and consistency of the process
of scientific advice, the Authority should be able to
refuse or amend a request providing justification for this
and on the basis of predetermined criteria. Steps should
also be taken to help avoid diverging scientific opinions
and, in the event of diverging scientific opinions
between scientific bodies, procedures should be in place
to resolve the divergence or provide the risk managers
with a transparent basis of scientific information.
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The Authority should also be able to commission
scientific studies necessary for the accomplishment of its
duties, while ensuring that the links established by it
with the Commission and the Member States prevent
duplication of effort. It should be done in an open and
transparent fashion and the Authority should take into
account existing Community expertise and structures.

The lack of an effective system of collection and analysis
at Community level of data on the food supply chain is
recognised as a major shortcoming. A system for the
collection and analysis of relevant data in the fields
covered by the Authority should therefore be set up, in
the form of a network coordinated by the Authority. A
review of Community data collection networks already
existing in the fields covered by the Authority is called
for.

Improved identification of emerging risks may in the
long term be a major preventive instrument at the
disposal of the Member States and the Community in
the exercise of its policies. It is therefore necessary to
assign to the Authority an anticipatory task of collecting
information and exercising vigilance and providing
evaluation of and information on emerging risks with a
view to their prevention.

The establishment of the Authority should enable
Member States to become more closely involved in
scientific procedures. There should therefore be close
cooperation between the Authority and the Member
States for this purpose. In particular, the Authority
should be able to assign certain tasks to organisations in
the Member States.

It is necessary to ensure that a balance is struck between
the need to use national organisations to carry out tasks
for the Authority and the need to ensure for the
purposes of overall consistency that such tasks are
carried out in line with the criteria established for such
tasks. Existing procedures for the allocation of scientific
tasks to the Member States, in particular with regard to
the evaluation of dossiers presented by industry for the
authorisation of certain substances, products or proced-
ures, should be re-examined within a year with the
objective of taking into account the establishment of the
Authority and the new facilities it offers, the evaluation
procedures remaining at least as stringent as before.

The Commission remains fully responsible for commu-
nicating risk management measures. The appropriate
information should therefore be exchanged between the
Authority and the Commission. Close cooperation
between the Authority, the Commission and the
Member States is also necessary to ensure the coherence
of the global communication process.

The independence of the Authority and its role in
informing the public mean that it should be able to

(55)

(58)

(60)
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communicate autonomously in the fields falling within
its competence, its purpose being to provide objective,
reliable and easily understandable information.

Appropriate cooperation with the Member States and
other interested parties is necessary in the specific field
of public information campaigns to take into account
any regional parameters and any correlation with health

policy.

In addition to its operating principles based on indepen-
dence and transparency, the Authority should be an
organisation open to contacts with consumers and other
interested groups.

The Authority should be financed by the general budget
of the European Union. However, in the light of experi-
ence acquired, in particular with regard to the processing
of authorisation dossiers presented by industry, the poss-
ibility of fees should be examined within three years
following the entry into force of this Regulation. The
Community budgetary procedure remains applicable as
far as any subsidies chargeable to the general budget of
the European Union are concerned. Moreover, the
auditing of accounts should be undertaken by the Court
of Auditors.

It is necessary to allow for the participation of European
countries which are not members of the European
Union and which have concluded agreements obliging
them to transpose and implement the body of
Community law in the field covered by this Regulation.

A system for rapid alert already exists in the framework
of Council Directive 92/59/EEC of 29 June 1992 on
general product safety ('). The scope of the existing
system includes food and industrial products but not
feed. Recent food crises have demonstrated the need to
set up an improved and broadened rapid alert system
covering food and feed. This revised system should be
managed by the Commission and include as members of
the network the Member States, the Commission and
the Authority. The system should not cover the
Community arrangements for the early exchange of
information in the event of a radiological emergency as
defined in Council Decision 87/600/Euratom (3).

Recent food safety incidents have demonstrated the need
to establish appropriate measures in emergency situa-
tions ensuring that all foods, whatever their type and
origin, and all feed should be subject to common meas-
ures in the event of a serious risk to human health,
animal health or the environment. Such a compre-
hensive approach to emergency food safety measures
should allow effective action to be taken and avoid
artificial disparities in the treatment of a serious risk in
relation to food or feed.

L 228, 11.8.1992, p. 24.

L 371, 30.12.1987, p. 76.
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(61) Recent food crises have also shown the benefits to the
Commission of having properly adapted, more rapid
procedures for crisis management. These organisational
procedures should make it possible to improve coordi-
nation of effort and to determine the most effective
measures on the basis of the best scientific information.
Therefore, revised procedures should take into account
the Authority's responsibilities and should provide for its
scientific and technical assistance in the form of advice
in the event of a food crisis.

(62) In order to ensure a more effective, comprehensive
approach to the food chain, a Committee on the Food
Chain and Animal Health should be established to
replace the Standing Veterinary Committee, the Standing
Committee for Foodstuffs and the Standing Committee
for Feedingstuffs. Accordingly, Council Decisions 68/
361/EEC ('), 69/414[EEC (), and 70/372/EEC (%), should
be repealed. For the same reason the Committee on the
Food Chain and Animal Health should also replace the
Standing Committee on Plant Health in relation to its
competence (for Directives  76/895[EEC (¥, 86/
362/EEC (), 86/363[EEC (%), 90/642[EEC () and 91/
414[EEC (®)) on plant protection products and the
setting of maximum residue levels.

(63) The measures necessary for the implementation of this
Regulation should be adopted in accordance with
Council Decision 1999/468/EC of 28 June 1999 laying
down the procedures for the exercise of implementing
powers conferred on the Commission ().

(64) 1t is necessary that operators should have sufficient time
to adapt to some of the requirements established by the
present Regulation and that the European Food Safety
Authority should commence its operations on 1 January
2002.

(65 It is important to avoid confusion between the missions
of the Authority and the European Agency for the Evalu-
ation of Medicinal Products (EMEA) established by
Council Regulation (EEC) No 2309/93 (9. Conse-
quently, it is necessary to establish that this Regulation is
without prejudice to the competence conferred on the
EMEA by Community legislation, including powers
conferred by Council Regulation (EEC) No 2377/90 of
26 June 1990 laying down a Community procedure for
the establishment of maximum residue limits of veter-
inary medicinal products in foodstuffs of animal
origin (11).

(66) It is necessary and appropriate for the achievement of
the basic objectives of this Regulation to provide for the
approximation of the concepts, principles and proced-
ures forming a common basis for food law in the
Community and to establish a European Food Safety
Authority. In accordance with the principle of propor-
tionality as set out in Article 5 of the Treaty, this Regula-
tion does not go beyond what is necessary in order to
achieve the objectives pursued,

HAVE ADOPTED THIS REGULATION:

CHAPTER 1
SCOPE AND DEFINITIONS

Article 1
Aim and scope

1. This Regulation provides the basis for the assurance of a
high level of protection of human health and consumers'
interest in relation to food, taking into account in particular the
diversity in the supply of food including traditional products,
whilst ensuring the effective functioning of the internal market.

(") O] L 255, 18.10.1968, p. 23.

() OJ L 291, 19.11.1969, p. 9.

() O] L 170, 3.8.1970, p. 1.

() OJ L 340, 9.12.1976, p. 26. Directive as last amended by Commis-
sion Directive 2000/57/EC (O] L 244, 29.9.2000, p. 76).

() O] L 221, 7.8.1986, p. 37. Directive as last amen(fed by Commis-
sion Directive 2001/57/EC (O] L 208, 1.8.2001, p. 36).

(®) OJ L 221, 7.8.1986, p. 43. Directive as last amended by Commis-
sion Directive 2001/57[EC.

() O] L 350, 14.12.1990, p. 71. Directive as last amended by
Commission Directive 2001/57[EC.

(®) OJ L 230, 19.8.1991, p. 1. Directive as last amended by Commis-
sion Directive 2001/49/EC (O] L 176, 29.6.2001, p. 61).

() O] L 184, 17.7.1999, p. 23.

It establishes common principles and responsibilities, the
means to provide a strong science base, efficient organisational
arrangements and procedures to underpin decision-making in
matters of food and feed safety.

2. For the purposes of paragraph 1, this Regulation lays
down the general principles governing food and feed in
general, and food and feed safety in particular, at Community
and national level.

It establishes the European Food Safety Authority.

It lays down procedures for matters with a direct or indirect
impact on food and feed safety.

(' O] L 214, 24.8.1993, p. 1. Regulation amended by Commission
Regulation (EC) No 649/98 (O] L 88, 24.3.1998, p. 7).

(') O] L 224, 18.8.1990, p. 1. Regulation as last amended by
Commission Regulation (EC) No 1553/2001 (OJ L 205, 31.7.2001,

p. 16).
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3. This Regulation shall apply to all stages of production,
processing and distribution of food and feed. It shall not apply
to primary production for private domestic use or to the
domestic preparation, handling or storage of food for private
domestic consumption.

Article 2
Definition of ‘food’

For the purposes of this Regulation, food’ (or ‘foodstuff) means
any substance or product, whether processed, partially
processed or unprocessed, intended to be, or reasonably
expected to be ingested by humans.

Food’ includes drink, chewing gum and any substance,
including water, intentionally incorporated into the food
during its manufacture, preparation or treatment. It includes
water after the point of compliance as defined in Article 6 of
Directive 98/83/EC and without prejudice to the requirements
of Directives 80/778/EEC and 98/83/EC.

‘Food’ shall not include:
(a) feed;

(b) live animals unless they are prepared for placing on the
market for human consumption;

(c) plants prior to harvesting;

(d) medicinal products within the meaning of Council Direct-
ives 65/65/EEC (") and 92/73/EEC (%);

(e) cosmetics within the meaning of Council Directive 76/
768/EEC ();

(f) tobacco and tobacco products within the meaning of
Council Directive 89/622/EEC (¥;

(g) narcotic or psychotropic substances within the meaning of
the United Nations Single Convention on Narcotic Drugs,
1961, and the United Nations Convention on Psychotropic
Substances, 1971;

(h) residues and contaminants.

Article 3
Other definitions

For the purposes of this Regulation:

1. food law’ means the laws, regulations and administrative
provisions governing food in general, and food safety in
particular, whether at Community or national level; it
covers any stage of production, processing and distribution

() O] 22, 9.2.1965, p. 369. Directive as last amended by Directive
93/39[EEC (O] L 214, 24.8.1993, p. 22).
() O] L 297, 13.10.1992, p. 8.

() O] L 262, 27.9.1976, 169. Directive as last amended by
Commission Directive 2000/41/EC (O] L 145, 20.6.2000, p. 25).
() OJ L 359, 8.12.1989, p. 1. Directive as last amended by Directive

92/41JEEC) (O] L 158, 11.6.1992, p. 30).

10.

11.

12.

of food, and also of feed produced for, or fed to, food-
producing animals;

‘food business’ means any undertaking, whether for profit
or not and whether public or private, carrying out any of
the activities related to any stage of production, processing
and distribution of food;

‘food business operator’ means the natural or legal persons
responsible for ensuring that the requirements of food law
are met within the food business under their control;

‘feed’ (or ‘feedingstuff) means any substance or product,
including additives, whether processed, partially processed
or unprocessed, intended to be used for oral feeding to
animals;

‘feed business’ means any undertaking whether for profit
or not and whether public or private, carrying out any
operation of production, manufacture, processing, storage,
transport or distribution of feed including any producer
producing, processing or storing feed for feeding to
animals on his own holding;

‘feed business operator’ means the natural or legal persons
responsible for ensuring that the requirements of food law
are met within the feed business under their control;

‘retail’ means the handling and/or processing of food and
its storage at the point of sale or delivery to the final
consumer, and includes distribution terminals, catering
operations, factory canteens, institutional catering, restau-
rants and other similar food service operations, shops,
supermarket distribution centres and wholesale outlets;

‘placing on the market’ means the holding of food or feed
for the purpose of sale, including offering for sale or any
other form of transfer, whether free of charge or not, and
the sale, distribution, and other forms of transfer them-
selves;

‘risk’ means a function of the probability of an adverse
health effect and the severity of that effect, consequential
to a hazard;

‘risk analysis’ means a process consisting of three intercon-
nected components: risk assessment, risk management and
risk communication;

‘risk assessment’ means a scientifically based process
consisting of four steps: hazard identification, hazard char-
acterisation, exposure assessment and risk characterisation;

‘risk management’ means the process, distinct from risk
assessment, of weighing policy alternatives in consultation
with interested parties, considering risk assessment and
other legitimate factors, and, if need be, selecting appro-
priate prevention and control options;
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13. ‘risk communication’ means the interactive exchange of
information and opinions throughout the risk analysis
process as regards hazards and risks, risk-related factors
and risk perceptions, among risk assessors, risk managers,
consumers, feed and food businesses, the academic
community and other interested parties, including the
explanation of risk assessment findings and the basis of
risk management decisions;

14. ‘hazard’ means a biological, chemical or physical agent in,
or condition of, food or feed with the potential to cause an
adverse health effect;

15. ‘traceability’ means the ability to trace and follow a food,
feed, food-producing animal or substance intended to be,
or expected to be incorporated into a food or feed,
through all stages of production, processing and distribu-
tion;

16. ‘stages of production, processing and distribution’ means
any stage, including import, from and including the
primary production of a food, up to and including its
storage, transport, sale or supply to the final consumer
and, where relevant, the importation, production, manu-
facture, storage, transport, distribution, sale and supply of
feed;

17. ‘primary production’ means the production, rearing or
growing of primary products including harvesting, milking
and farmed animal production prior to slaughter. It also
includes hunting and fishing and the harvesting of wild
products;

18. ‘final consumer’ means the ultimate consumer of a food-
stuff who will not use the food as part of any food
business operation or activity.

CHAPTER 1I
GENERAL FOOD LAW

Atticle 4
Scope

1. This Chapter relates to all stages of the production,
processing and distribution of food, and also of feed produced
for, or fed to, food-producing animals.

2. The principles laid down in Articles 5 to 10 shall form a
general framework of a horizontal nature to be followed when
measures are taken.

3. Existing food law principles and procedures shall be
adapted as soon as possible and by 1 January 2007 at the latest
in order to comply with Articles 5 to 10.

4. Until then, and by way of derogation from paragraph 2,
existing legislation shall be implemented taking account of the
principles laid down in Articles 5 to 10.

SECTION 1

GENERAL PRINCIPLES OF FOOD LAW

Article 5
General objectives

1. Food law shall pursue one or more of the general objec-
tives of a high level of protection of human life and health and
the protection of consumers' interests, including fair practices
in food trade, taking account of, where appropriate, the protec-
tion of animal health and welfare, plant health and the environ-
ment.

2. Food law shall aim to achieve the free movement in the
Community of food and feed manufactured or marketed
according to the general principles and requirements in this
Chapter.

3. Where international standards exist or their completion is
imminent, they shall be taken into consideration in the devel-
opment or adaptation of food law, except where such stan-
dards or relevant parts would be an ineffective or inappropriate
means for the fulfilment of the legitimate objectives of food
law or where there is a scientific justification, or where they
would result in a different level of protection from the one
determined as appropriate in the Community.

Article 6

Risk analysis

1. In order to achieve the general objective of a high level of
protection of human health and life, food law shall be based on
risk analysis except where this is not appropriate to the circum-
stances or the nature of the measure.

2. Risk assessment shall be based on the available scientific
evidence and undertaken in an independent, objective and
transparent manner.

3. Risk management shall take into account the results of
risk assessment, and in particular, the opinions of the
Authority referred to in Article 22, other factors legitimate to
the matter under consideration and the precautionary principle
where the conditions laid down in Article 7(1) are relevant, in
order to achieve the general objectives of food law established
in Article 5.
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Article 7
Precautionary principle

1. In specific circumstances where, following an assessment
of available information, the possibility of harmful effects on
health is identified but scientific uncertainty persists, provi-
sional risk management measures necessary to ensure the high
level of health protection chosen in the Community may be
adopted, pending further scientific information for a more
comprehensive risk assessment.

2. Measures adopted on the basis of paragraph 1 shall be
proportionate and no more restrictive of trade than is required
to achieve the high level of health protection chosen in the
Community, regard being had to technical and economic feasi-
bility and other factors regarded as legitimate in the matter
under consideration. The measures shall be reviewed within a
reasonable period of time, depending on the nature of the risk
to life or health identified and the type of scientific information
needed to clarify the scientific uncertainty and to conduct a
more comprehensive risk assessment.

Atticle 8

Protection of consumers' interests

1. Food law shall aim at the protection of the interests of
consumers and shall provide a basis for consumers to make
informed choices in relation to the foods they consume. It shall
aim at the prevention of:

(a) fraudulent or deceptive practices;

(b) the adulteration of food; and

(c) any other practices which may mislead the consumer.

SECTION 2

PRINCIPLES OF TRANSPARENCY

Article 9
Public consultation

There shall be open and transparent public consultation,
directly or through representative bodies, during the prepara-
tion, evaluation and revision of food law, except where the
urgency of the matter does not allow it.

Article 10

Public information

Without prejudice to the applicable provisions of Community
and national law on access to documents, where there are
reasonable grounds to suspect that a food or feed may present

a risk for human or animal health, then, depending on the
nature, seriousness and extent of that risk, public authorities
shall take appropriate steps to inform the general public of the
nature of the risk to health, identifying to the fullest extent
possible the food or feed, or type of food or feed, the risk that
it may present, and the measures which are taken or about to
be taken to prevent, reduce or eliminate that risk.

SECTION 3

GENERAL OBLIGATIONS OF FOOD TRADE

Article 11

Food and feed imported into the Community

Food and feed imported into the Community for placing on
the market within the Community shall comply with the rele-
vant requirements of food law or conditions recognised by the
Community to be at least equivalent thereto or, where a
specific agreement exists between the Community and the
exporting country, with requirements contained therein.

Article 12

Food and feed exported from the Community

1. Food and feed exported or re-exported from the
Community for placing on the market of a third country shall
comply with the relevant requirements of food law, unless
otherwise requested by the authorities of the importing country
or established by the laws, regulations, standards, codes of
practice and other legal and administrative procedures as may
be in force in the importing country.

In other circumstances, except in the case where foods are
injurious to health or feeds are unsafe, food and feed can only
be exported or re-exported if the competent authorities of the
country of destination have expressly agreed, after having been
fully informed of the reasons for which and the circumstances
in which the food or feed concerned could not be placed on
the market in the Community.

2. Where the provisions of a bilateral agreement concluded
between the Community or one of its Member States and a
third country are applicable, food and feed exported from the
Community or that Member State to that third country shall
comply with the said provisions.
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Article 13
International standards

Without prejudice to their rights and obligations, the
Community and the Member States shall:

(a) contribute to the development of international technical
standards for food and feed and sanitary and phytosanitary
standards;

(b) promote the coordination of work on food and feed stan-
dards undertaken by international governmental and non-
governmental organisations;

(c) contribute, where relevant and appropriate, to the develop-
ment of agreements on recognition of the equivalence of
specific food and feed-related measures;

(d) give particular attention to the special development, finan-
cial and trade needs of developing countries, with a view to
ensuring that international standards do not create
unnecessary obstacles to exports from developing coun-
tries;

(e) promote consistency between international technical stan-

dards and food law while ensuring that the high level of
protection adopted in the Community is not reduced.

SECTION 4

GENERAL REQUIREMENTS OF FOOD LAW

Article 14
Food safety requirements
1. Food shall not be placed on the market if it is unsafe.

2. Food shall be deemed to be unsafe if it is considered to

be:
(a) injurious to health;

(b) unfit for human consumption.

3. In determining whether any food is unsafe, regard shall
be had:

(@) to the normal conditions of use of the food by the
consumer and at each stage of production, processing and
distribution, and

(b) to the information provided to the consumer, including
information on the label, or other information generally
available to the consumer concerning the avoidance of
specific adverse health effects from a particular food or
category of foods.

4. In determining whether any food is injurious to health,
regard shall be had:

(a) not only to the probable immediate andfor short-term
and/or long-term effects of that food on the health of a
person consuming it, but also on subsequent generations;

(b) to the probable cumulative toxic effects;

(c) to the particular health sensitivities of a specific category of
consumers where the food is intended for that category of
consumers.

5. In determining whether any food is unfit for human
consumption, regard shall be had to whether the food is unac-
ceptable for human consumption according to its intended use,
for reasons of contamination, whether by extraneous matter or
otherwise, or through putrefaction, deterioration or decay.

6.  Where any food which is unsafe is part of a batch, lot or
consignment of food of the same class or description, it shall
be presumed that all the food in that batch, lot or consignment
is also unsafe, unless following a detailed assessment there is
no evidence that the rest of the batch, lot or consignment is
unsafe.

7. Food that complies with specific Community provisions
governing food safety shall be deemed to be safe insofar as the
aspects covered by the specific Community provisions are
concerned.

8.  Conformity of a food with specific provisions applicable
to that food shall not bar the competent authorities from
taking appropriate measures to impose restrictions on it being
placed on the market or to require its withdrawal from the
market where there are reasons to suspect that, despite such
conformity, the food is unsafe.

9. Where there are no specific Community provisions, food
shall be deemed to be safe when it conforms to the specific
provisions of national food law of the Member State in whose
territory the food is marketed, such provisions being drawn up
and applied without prejudice to the Treaty, in particular
Articles 28 and 30 thereof.

Article 15
Feed safety requirements

1. Feed shall not be placed on the market or fed to any
food-producing animal if it is unsafe.

2. Feed shall be deemed to be unsafe for its intended use if it
is considered to:

— have an adverse effect on human or animal health;

— make the food derived from food-producing animals unsafe
for human consumption.
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3. Where a feed which has been identified as not satisfying
the feed safety requirement is part of a batch, lot or consign-
ment of feed of the same class or description, it shall be
presumed that all of the feed in that batch, lot or consignment
is so affected, unless following a detailed assessment there is no
evidence that the rest of the batch, lot or consignment fails to
satisfy the feed safety requirement.

4. Feed that complies with specific Community provisions
governing feed safety shall be deemed to be safe insofar as the
aspects covered by the specific Community provisions are
concerned.

5. Conformity of a feed with specific provisions applicable
to that feed shall not bar the competent authorities from taking
appropriate measures to impose restrictions on it being placed
on the market or to require its withdrawal from the market
where there are reasons to suspect that, despite such
conformity, the feed is unsafe.

6.  Where there are no specific Community provisions, feed
shall be deemed to be safe when it conforms to the specific
provisions of national law governing feed safety of the Member
State in whose territory the feed is in circulation, such provi-
sions being drawn up and applied without prejudice to the
Treaty, in particular Articles 28 and 30 thereof.

Article 16
Presentation

Without prejudice to more specific provisions of food law, the
labelling, advertising and presentation of food or feed,
including their shape, appearance or packaging, the packaging
materials used, the manner in which they are arranged and the
setting in which they are displayed, and the information which
is made available about them through whatever medium, shall
not mislead consumers.

Article 17
Responsibilities

1. Food and feed business operators at all stages of produc-
tion, processing and distribution within the businesses under
their control shall ensure that foods or feeds satisfy the require-
ments of food law which are relevant to their activities and
shall verify that such requirements are met.

2. Member States shall enforce food law, and monitor and
verify that the relevant requirements of food law are fulfilled by
food and feed business operators at all stages of production,
processing and distribution.

For that purpose, they shall maintain a system of official
controls and other activities as appropriate to the circum-
stances, including public communication on food and feed
safety and risk, food and feed safety surveillance and other

monitoring activities covering all stages of production,
processing and distribution.

Member States shall also lay down the rules on measures and
penalties applicable to infringements of food and feed law. The
measures and penalties provided for shall be effective, propor-
tionate and dissuasive.

Article 18
Traceability

1. The traceability of food, feed, food-producing animals,
and any other substance intended to be, or expected to be,
incorporated into a food or feed shall be established at all
stages of production, processing and distribution.

2. Food and feed business operators shall be able to identify
any person from whom they have been supplied with a food, a
feed, a food-producing animal, or any substance intended to
be, or expected to be, incorporated into a food or feed.

To this end, such operators shall have in place systems and
procedures which allow for this information to be made avail-
able to the competent authorities on demand.

3. Food and feed business operators shall have in place
systems and procedures to identify the other businesses to
which their products have been supplied. This information
shall be made available to the competent authorities on
demand.

4. Food or feed which is placed on the market or is likely to
be placed on the market in the Community shall be adequately
labelled or identified to facilitate its traceability, through rele-
vant documentation or information in accordance with the
relevant requirements of more specific provisions.

5. Provisions for the purpose of applying the requirements
of this Article in respect of specific sectors may be adopted in
accordance with the procedure laid down in Article 58(2).

Article 19
Responsibilities for food: food business operators

1. If a food business operator considers or has reason to
believe that a food which it has imported, produced, processed,
manufactured or distributed is not in compliance with the food
safety requirements, it shall immediately initiate procedures to
withdraw the food in question from the market where the food
has left the immediate control of that initial food business
operator and inform the competent authorities thereof. Where
the product may have reached the consumer, the operator shall
effectively and accurately inform the consumers of the reason
for its withdrawal, and if necessary, recall from consumers
products already supplied to them when other measures are
not sufficient to achieve a high level of health protection.
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2. A food business operator responsible for retail or
distribution activities which do not affect the packaging, label-
ling, safety or integrity of the food shall, within the limits of its
respective activities, initiate procedures to withdraw from the
market products not in compliance with the food-safety
requirements and shall participate in contributing to the safety
of the food by passing on relevant information necessary to
trace a food, cooperating in the action taken by producers,
processors, manufacturers andfor the competent authorities.

3. A food business operator shall immediately inform the
competent authorities if it considers or has reason to believe
that a food which it has placed on the market may be injurious
to human health. Operators shall inform the competent
authorities of the action taken to prevent risks to the final
consumer and shall not prevent or discourage any person from
cooperating, in accordance with national law and legal practice,
with the competent authorities, where this may prevent, reduce
or eliminate a risk arising from a food.

4. Food business operators shall collaborate with the
competent authorities on action taken to avoid or reduce risks
posed by a food which they supply or have supplied.

Article 20
Responsibilities for feed: feed business operators

1. If a feed business operator considers or has reason to
believe that a feed which it has imported, produced, processed,
manufactured or distributed does not satisfy the feed safety
requirements, it shall immediately initiate procedures to with-
draw the feed in question from the market and inform the
competent authorities thereof. In these circumstances or, in the
case of Article 15(3), where the batch, lot or consignment does
not satisfy the feed safety requirement, that feed shall be
destroyed, unless the competent authority is satisfied otherwise.
The operator shall effectively and accurately inform users of the

feed of the reason for its withdrawal, and if necessary, recall
from them products already supplied when other measures are
not sufficient to achieve a high level of health protection.

2. A feed business operator responsible for retail or distribu-
tion activities which do not affect the packaging, labelling,
safety or integrity of the feed shall, within the limits of its
respective activities, initiate procedures to withdraw from the
market products not in compliance with the feed-safety
requirements and shall participate in contributing to the safety
of food by passing on relevant information necessary to trace a
feed, cooperating in the action taken by producers, processors,
manufacturers andfor the competent authorities.

3. A feed business operator shall immediately inform the
competent authorities if it considers or has reason to believe
that a feed which it placed on the market may not satisfy the
feed safety requirements. It shall inform the competent authori-
ties of the action taken to prevent risk arising from the use of
that feed and shall not prevent or discourage any person from
cooperating, in accordance with national law and legal practice,
with the competent authorities, where this may prevent, reduce
or eliminate a risk arising from a feed.

4. Feed business operators shall collaborate with the
competent authorities on action taken in order to avoid risks
posed by a feed which they supply or have supplied.

Article 21
Liability

The provisions of this Chapter shall be without prejudice to
Council Directive 85/374/EEC of 25 July 1985 on the approx-
imation of the laws, regulations and administrative provisions
of the Member States concerning liability for defective prod-
ucts (7).

CHAPTER III
EUROPEAN FOOD SAFETY AUTHORITY

SECTION 1

MISSION AND TASKS

Article 22

Mission of the Authority

1. A European Food Safety Authority, hereinafter referred to
as the ‘Authority’, is hereby established.

2. The Authority shall provide scientific advice and scientific
and technical support for the Community's legislation and
policies in all fields which have a direct or indirect impact on
food and feed safety. It shall provide independent information
on all matters within these fields and communicate on risks.

3. The Authority shall contribute to a high level of protec-
tion of human life and health, and in this respect take account
of animal health and welfare, plant health and the environ-
ment, in the context of the operation of the internal market.

() OJ L 210, 7.8.1985, p. 29. Directive as last amended by Directive
1999/34/EC of the European Parliament and of the Council (O] L
141, 4.6.1999, p. 20).
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4. The Authority shall collect and analyse data to allow the
characterisation and monitoring of risks which have a direct or
indirect impact on food and feed safety.

5. The mission of the Authority shall also include the provi-
sion of:

(a) scientific advice and scientific and technical support on
human nutrition in relation to Community legislation and,
at the request of the Commission, assistance concerning
communication on nutritional issues within the framework
of the Community health programme;

(b) scientific opinions on other matters relating to animal
health and welfare and plant health;

(c) scientific opinions on products other than food and feed
relating to genetically modified organisms as defined by
Directive 2001/18/EC and without prejudice to the proced-
ures established therein.

6.  The Authority shall provide scientific opinions which will
serve as the scientific basis for the drafting and adoption of
Community measures in the fields falling within its mission.

7. The Authority shall carry out its tasks in conditions
which enable it to serve as a point of reference by virtue of its
independence, the scientific and technical quality of the opin-
ions it issues and the information it disseminates, the transpar-
ency of its procedures and methods of operation, and its
diligence in performing the tasks assigned to it.

It shall act in close cooperation with the competent bodies in
the Member States carrying out similar tasks to these of the
Authority.

8. The Authority, Commission and Member States shall
cooperate to promote the effective coherence between risk
assessment, risk management and risk communication func-
tions.

9.  The Member States shall cooperate with the Authority to
ensure the accomplishment of its mission.

Article 23
Tasks of the Authority

The tasks of the Authority shall be the following:

(a) to provide the Community institutions and the Member
States with the best possible scientific opinions in all cases
provided for by Community legislation and on any ques-
tion within its mission;

(b) to promote and coordinate the development of uniform
risk assessment methodologies in the fields falling within
its mission;

(c) to provide scientific and technical support to the Commis-
sion in the areas within its mission and, when so requested,
in the interpretation and consideration of risk assessment
opinions;

(d) to commission scientific studies necessary for the accom-
plishment of its mission;

(e) to search for, collect, collate, analyse and summarise
scientific and technical data in the fields within its mission;

(f) to undertake action to identify and characterise emerging
risks, in the fields within its mission;

(2) to establish a system of networks of organisations oper-
ating in the fields within its mission and be responsible for
their operation;

(h) to provide scientific and technical assistance, when
requested to do so by the Commission, in the crisis
management procedures implemented by the Commission
with regard to the safety of food and feed;

(i) to provide scientific and technical assistance, when
requested to do so by the Commission, with a view to
improving cooperation between the Community, applicant
countries, international organisations and third countries,
in the fields within its mission;

() to ensure that the public and interested parties receive
rapid, reliable, objective and comprehensible information in
the fields within its mission;

(k) to express independently its own conclusions and orienta-
tions on matters within its mission;

() to undertake any other task assigned to it by the Commis-
sion within its mission.

SECTION 2

ORGANISATION

Article 24
Bodies of the Authority

The Authority shall comprise:

(a) a Management Board;

(b) an Executive Director and his staff;
(c) an Advisory Forum;

(d) a Scientific Committee and Scientific Panels.

Article 25
Management Board

1. The Management Board shall be composed of 14
members appointed by the Council in consultation with the
European Parliament from a list drawn up by the Commission
which includes a number of candidates substantially higher
than the number of members to be appointed, plus a repres-
entative of the Commission. Four of the members shall have
their background in organisations representing consumers and
other interests in the food chain.
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The list drawn up by the Commission, accompanied by the
relevant documentation, shall be forwarded to the European
Parliament. As soon as possible and within three months of
such communication, the European Parliament may make its
views available for consideration by the Council, which will
then appoint the Management Board.

The members of the Board shall be appointed in such a way as
to secure the highest standards of competence, a broad range
of relevant expertise and, consistent with these, the broadest
possible geographic distribution within the Union.

2. Members' term of office shall be four years, and may be
renewed once. However, for the first mandate, this period shall
be six years for half of the members.

3. The Management Board shall adopt the Authority's
internal rules on the basis of a proposal by the Executive
Director. These rules shall be made public.

4. The Management Board shall elect one of its members as
its Chair for a two-year period, which shall be renewable.

5. The Management Board shall adopt its rules of procedure.

Unless otherwise provided, the Management Board shall act by
a majority of its members.

6.  The Management Board shall meet at the invitation of the
Chair or at the request of at least a third of its members.

7. The Management Board shall ensure that the Authority
carries out its mission and performs the tasks assigned to it
under the conditions laid down in this Regulation.

8. Before 31 January each year, the Management Board shall
adopt the Authority's programme of work for the coming year.
It shall also adopt a revisable multi-annual programme. The
Management Board shall ensure that these programmes are
consistent with the Community's legislative and policy priori-
ties in the area of food safety.

Before 30 March each year, the Management Board shall adopt
the general report on the Authority's activities for the previous
year.

9. The Management Board, having received the Commis-
sion's approval and the opinion of the Court of Auditors, shall
adopt the Authority's financial regulation which specifies in
particular the procedure for drawing up and implementing the
Authority's budget, in accordance with Article 142 of the
Financial Regulation of 21 December 1977 applicable to the
general budget of the European Communities (') and with the
legislative requirements concerning investigations conducted by
the European Anti-Fraud Office.

10.  The Executive Director shall take part in the meetings of
the Management Board, without voting rights, and shall
provide the Secretariat. The Management Board shall invite the
Chair of the Scientific Committee to attend its meetings
without voting rights.

(") OJ L 356, 31.12.1977, p. 1. Regulation as last amended by Regula-
tion (EC, ECSC, Euratom) No 762/2001 (OJ L 111, 20.4.2001, p.
1).

Atrticle 26
Executive Director

1. The Executive Director shall be appointed by the Manage-
ment Board, on the basis of a list of candidates proposed by
the Commission after an open competition, following publica-
tion in the Official Journal of the European Communities and
elsewhere of a call for expressions of interest, for a period of
five years which shall be renewable. Before appointment the
candidate nominated by the Management Board shall be invited
without delay to make a statement before the European Parlia-
ment and answer questions put by members of this institution.
The Executive Director may be removed from office by a
majority of the Management Board.

2. The Executive Director shall be the legal representative of
the Authority and shall be responsible for:

(a) the day-to-day administration of the Authority;

(b) drawing up a proposal for the Authority's work
programmes in consultation with the Commission;

(c) implementing the work programmes and the decisions
adopted by the Management Board;

(d) ensuring the provision of appropriate scientific, technical
and administrative support for the Scientific Committee
and the Scientific Panels;

(e) ensuring that the Authority carries out its tasks in accord-
ance with the requirements of its users, in particular with
regard to the adequacy of the services provided and the
time taken;

(f) the preparation of the statement of revenue and expendi-
ture and the execution of the budget of the Authority;

(g) all staff matters;

(h) developing and maintaining contact with the European
Parliament, and for ensuring a regular dialogue with its
relevant committees.

3. Each year, the Executive Director shall submit to the
Management Board for approval:

(a) a draft general report covering all the activities of the
Authority in the previous year;

(b) draft programmes of work;
(c) the draft annual accounts for the previous year;

(d) the draft budget for the coming year.

The Executive Director shall, following adoption by the
Management Board, forward the general report and the
programmes to the European Parliament, the Council, the
Commission and the Member States, and shall have them
published.

4. The Executive Director shall approve all financial expen-
diture of the Authority and report on the Authority's activities
to the Management Board.
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Article 27
Advisory Forum

1. The Advisory Forum shall be composed of representatives
from competent bodies in the Member States which undertake
tasks similar to those of the Authority, on the basis of one
representative designated by each Member State. Representa-
tives may be replaced by alternates, appointed at the same
time.

2. Members of the Advisory Forum may not be members of
the Management Board.

3. The Advisory Forum shall advise the Executive Director
in the performance of his duties under this Regulation, in
particular in drawing up a proposal for the Authority's work
programme. The Executive Director may also ask the Advisory
Forum for advice on the prioritisation of requests for scientific
opinions.

4. The Advisory Forum shall constitute a mechanism for an
exchange of information on potential risks and the pooling of
knowledge. It shall ensure close cooperation between the
Authority and the competent bodies in the Member States in
particular on the following items:

(a) avoidance of duplication of the Authority's scientific studies
with Member States, in accordance with Article 32;

(b) in those circumstances identified in Article 30(4), where the
Authority and a national body are obliged to cooperate;

(c) in the promoting of the European networking of organ-
isations operating within the fields of the Authority's
mission, in accordance with Article 36(1);

(d) where the Authority or a Member State identifies an
emerging risk.

5. The Advisory Forum shall be chaired by the Executive
Director. It shall meet regularly at the invitation of the Chair or
at the request of at least a third of its members, and not less
than four times per year. Its operational procedures shall be
specified in the Authority's internal rules and shall be made
public.

6. The Authority shall provide the technical and logistic
support necessary for the Advisory Forum and provide the
Secretariat for its meetings.

7. Representatives of the Commission's departments may
participate in the work of the Advisory Forum. The Executive
Director may invite representatives of the European Parliament
and from other relevant bodies to take part.

Where the Advisory Forum discusses the matters referred to in
Article 22(5)(b), representatives from competent bodies in the
Member States which undertake tasks similar to those referred
to in Article 22(5)(b) may participate in the work of the
Advisory Forum, on the basis of one representative designated
by each Member State.

Article 28
Scientific Committee and Scientific Panels

1. The Scientific Committee and permanent Scientific Panels
shall be responsible for providing the scientific opinions of the
Authority, each within their own spheres of competence, and
shall have the possibility, where necessary, of organising public
hearings.

2. The Scientific Committee shall be responsible for the
general coordination necessary to ensure the consistency of the
scientific opinion procedure, in particular with regard to the
adoption of working procedures and harmonisation of working
methods. It shall provide opinions on multisectoral issues
falling within the competence of more than one Scientific
Panel, and on issues which do not fall within the competence
of any of the Scientific Panels.

Where necessary, and particularly in the case of subjects which
do not fall within the competence of any of the Scientific
Panels, the Scientific Committee shall set up working groups.
In such cases, it shall draw on the expertise of those working
groups when establishing scientific opinions.

3. The Scientific Committee shall be composed of the Chairs
of the Scientific Panels and six independent scientific experts
who do not belong to any of the Scientific Panels.

4. The Scientific Panels shall be composed of independent
scientific experts. When the Authority is established, the
following Scientific Panels shall be set up:

(a) the Panel on food additives, flavourings, processing aids
and materials in contact with food;

(b) the Panel on additives and products or substances used in
animal feed;

(c) the Panel on plant health, plant protection products and
their residues;

(d) the Panel on genetically modified organisms;

(e) the Panel on dietetic products, nutrition and allergies;
(f) the Panel on biological hazards;

() the Panel on contaminants in the food chain;

(h) the Panel on animal health and welfare.

The number and names of the Scientific Panels may be adapted
in the light of technical and scientific development by the
Commission, at the Authority's request, in accordance with the
procedure referred to in Article 58(2).

5. The members of the Scientific Committee who are not
members of Scientific Panels and the members of the Scientific
Panels shall be appointed by the Management Board, acting
upon a proposal from the Executive Director, for a three-year
term of office, which shall be renewable, following publication
in the Official Journal of the European Communities, in relevant
leading scientific publications and on the Authority's website of
a call for expressions of interest.
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6.  The Scientific Committee and the Scientific Panels shall
each choose a Chair and two Vice-Chairs from among their
members.

7. The Scientific Committee and the Scientific Panels shall
act by a majority of their members. Minority opinions shall be
recorded.

8. The representatives of the Commission's departments
shall be entitled to be present in the meetings of the Scientific
Committee, the Scientific Panels and their working groups. If
invited to do so, they may assist for the purposes of clarifica-
tion or information but shall not seek to influence discussions.

9.  The procedures for the operation and cooperation of the
Scientific Committee and the Scientific Panels shall be laid
down in the Authority's internal rules.

These procedures shall relate in particular to:

() the number of times that a member can serve consecutively
on a Scientific Committee or Scientific Panel;

(b) the number of members in each Scientific Panel;

(c) the procedure for reimbursing the expenses of members of
the Scientific Committee and the Scientific Panels;

(d) the manner in which tasks and requests for scientific opin-
ions are assigned to the Scientific Committee and the
Scientific Panels;

(e) the creation and organisation of the working groups of the
Scientific Committee and the Scientific Panels, and the

possibility of external experts being included in those
working groups;

(f) the possibility of observers being invited to meetings of the
Scientific Committee and the Scientific Panels;

(g) the possibility of organising public hearings.

SECTION 3

OPERATION

Article 29
Scientific opinions

1. The Authority shall issue a scientific opinion:

(a) at the request of the Commission, in respect of any matter
within its mission, and in all cases where Community
legislation makes provision for the Authority to be
consulted;

(b) on its own initiative, on matters falling within its mission.

The European Parliament or a Member State may request the
Authority to issue a scientific opinion on matters falling within
its mission.

2. Requests referred to in paragraph 1 shall be accompanied
by background information explaining the scientific issue to be
addressed and the Community interest.

3. Where Community legislation does not already specify a
time limit for the delivery of a scientific opinion, the Authority
shall issue scientific opinions within the time limit specified in
the requests for opinions, except in duly justified circum-
stances.

4. Where different requests are made on the same issues or
where the request is not in accordance with paragraph 2, or is
unclear, the Authority may either refuse, or propose amend-
ments to a request for an opinion in consultation with the
institution or Member State(s) that made the request. Justifica-
tions for the refusal shall be given to the institution or Member
State(s) that made the request.

5. Where the Authority has already delivered a scientific
opinion on the specific topic in a request, it may refuse the
request if it concludes there are no new scientific elements
justifying the re-examination. Justifications for the refusal shall
be given to the institution or Member State(s) that made the
request.

6.  The implementing rules for the application of this Article
shall be established by the Commission after consulting the
Authority, in accordance with the procedure provided for in
Article 58(2). These rules shall specify in particular:

(a) the procedure to be applied by the Authority to the
requests referred to it;

(b) the guidelines governing the scientific evaluation of
substances, products or processes which are subject under
Community legislation to a system of prior authorisation
or entry on a positive list, in particular where Community
legislation makes provision for, or authorises, a dossier to
be presented for this purpose by the applicant.

7. The Authority's internal rules shall specify requirements
in regard to format, explanatory background and publication of
a scientific opinion.

Article 30

Diverging scientific opinions

1. The Authority shall exercise vigilance in order to identify
at an early stage any potential source of divergence between its
scientific opinions and the scientific opinions issued by other
bodies carrying out similar tasks.

2. Where the Authority identifies a potential source of
divergence, it shall contact the body in question to ensure that
all relevant scientific information is shared and in order to
identify potentially contentious scientific issues.
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3. Where a substantive divergence over scientific issues has
been identified and the body in question is a Community
agency or one of the Commission's Scientific Committees, the
Authority and the body concerned shall be obliged to co-
operate with a view to either resolving the divergence or
presenting a joint document to the Commission clarifying the
contentious scientific issues and identifying the relevant uncer-
tainties in the data. This document shall be made public.

4. Where a substantive divergence over scientific issues has
been identified and the body in question is a Member State
body, the Authority and the national body shall be obliged to
cooperate with a view to either resolving the divergence or
preparing a joint document clarifying the contentious scientific
issues and identifying the relevant uncertainties in the data.
This document shall be made public.

Atrticle 31
Scientific and technical assistance

1.  The Authority may be requested by the Commission to
provide scientific or technical assistance in any field within its
mission. The tasks of providing scientific and technical assis-
tance shall consist of scientific or technical work involving the
application of well-established scientific or technical principles
which does not require scientific evaluation by the Scientific
Committee or a Scientific Panel. Such tasks may include in
particular assistance to the Commission for the establishment
or evaluation of technical criteria and also assistance to the
Commission in the development of technical guidelines.

2. Where the Commission refers a request for scientific or
technical assistance to the Authority, it shall specify, in agree-
ment with the Authority, the time limit within which the task
must be completed.

Article 32
Scientific studies

1. Using the best independent scientific resources available,
the Authority shall commission scientific studies necessary for
the performance of its mission. Such studies shall be commis-
sioned in an open and transparent fashion. The Authority shall
seek to avoid duplication with Member State or Community
research programmes and shall foster cooperation through
appropriate coordination.

2. The Authority shall inform the European Parliament, the
Commission and the Member States of the results of its
scientific studies.

Article 33

Collection of data

1.  The Authority shall search for, collect, collate, analyse
and summarise relevant scientific and technical data in the

fields within its mission. This shall involve in particular the
collection of data relating to:

(a) food consumption and the exposure of individuals to risks
related to the consumption of food;

(b) incidence and prevalence of biological risk;
(c) contaminants in food and feed;

(d) residues.

2. For the purposes of paragraph 1, the Authority shall
work in close cooperation with all organisations operating in
the field of data collection, including those from applicant
countries, third countries or international bodies.

3. The Member States shall take the necessary measures to
enable the data they collect in the fields referred to in para-
graphs 1 and 2 to be transmitted to the Authority.

4. The Authority shall forward to the Member States and
the Commission appropriate recommendations which might
improve the technical comparability of the data it receives and
analyses, in order to facilitate consolidation at Community
level.

5. Within one year following the date of entry into force of
this Regulation, the Commission shall publish an inventory of
data collection systems existing at Community level in the
fields within the mission of the Authority.

The report, which shall be accompanied, where appropriate, by
proposals, shall indicate in particular:

(a) for each system, the role which should be assigned to the
Authority, and any modifications or improvements which
might be required to enable the Authority to carry out its
mission, in cooperation with the Member States;

(b) the shortcomings which should be remedied to enable the
Authority to collect and summarise at Community level
relevant scientific and technical data in the fields within its
mission.

6.  The Authority shall forward the results of its work in the
field of data collection to the European Parliament, the
Commission and the Member States.

Article 34
Identification of emerging risks

1. The Authority shall establish monitoring procedures for
systematically searching for, collecting, collating and analysing
information and data with a view to the identification of
emerging risks in the fields within its mission.

2. Where the Authority has information leading it to
suspect an emerging serious risk, it shall request additional
information from the Member States, other Community agen-
cies and the Commission. The Member States, the Community
agencies concerned and the Commission shall reply as a matter
of urgency and forward any relevant information in their
possession.
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3. The Authority shall use all the information it receives in
the performance of its mission to identify an emerging risk.

4. The Authority shall forward the evaluation and informa-
tion collected on emerging risks to the European Parliament,
the Commission and the Member States.

Article 35
Rapid alert system

To enable it to perform its task of monitoring the health and
nutritional risks of foods as effectively as possible, the
Authority shall be the recipient of any messages forwarded via
the rapid alert system. It shall analyse the content of such
messages with a view to providing the Commission and the
Member States with any information required for the purposes
of risk analysis.

Article 36

Networking of organisations operating in the fields within
the Authority's mission

1. The Authority shall promote the European networking of
organisations operating in the fields within the Authority's
mission. The aim of such networking is, in particular, to facili-
tate a scientific cooperation framework by the coordination of
activities, the exchange of information, the development and
implementation of joint projects, the exchange of expertise and
best practices in the fields within the Authority's mission.

2. The Management Board, acting on a proposal from the
Executive Director, shall draw up a list to be made public of
competent organisations designated by the Member States
which may assist the Authority, either individually or in
networks, with its mission. The Authority may entrust to these
organisations certain tasks, in particular preparatory work for
scientific opinions, scientific and technical assistance, collection
of data and identification of emerging risks. Some of these
tasks may be eligible for financial support.

3. The implementing rules for the application of paragraphs
1 and 2 shall be laid down by the Commission, after consulting
the Authority, in accordance with the procedure referred to in
Article 58(2). Those rules shall specify, in particular, the criteria
for inclusion of an institute on the list of competent organ-
isations designated by the Member States, arrangements for
setting out harmonised quality requirements and the financial
rules governing any financial support.

4. Within one year following the entry into force of this
Regulation, the Commission shall publish an inventory of
Community systems existing in the fields within the mission of
the Authority which make provision for Member States to
carry out certain tasks in the field of scientific evaluation, in
particular the examination of authorisation dossiers. The
report, which shall be accompanied, where appropriate, by
proposals, shall indicate in particular, for each system, any
modifications or improvements which might be required to

enable the Authority to carry out its mission, in cooperation
with the Member States.

SECTION 4

INDEPENDENCE, TRANSPARENCY, CONFIDENTIALITY AND
COMMUNICATION

Article 37
Independence

1. The members of the Management Board, the members of
the Advisory Forum and the Executive Director shall undertake
to act independently in the public interest.

For this purpose, they shall make a declaration of commitment
and a declaration of interests indicating either the absence of
any interests which might be considered prejudicial to their
independence or any direct or indirect interests which might be
considered prejudicial to their independence. Those declara-
tions shall be made annually in writing.

2.  The members of the Scientific Committee and the
Scientific Panels shall undertake to act independently of any
external influence.

For this purpose, they shall make a declaration of commitment
and a declaration of interests indicating either the absence of
any interests which might be considered prejudicial to their
independence or any direct or indirect interests which might be
considered prejudicial to their independence. Those declara-
tions shall be made annually in writing.

3. The members of the Management Board, the Executive
Director, the members of the Advisory Forum, the members of
the Scientific Committee and the Scientific Panels, as well as
external experts participating in their working groups shall
declare at each meeting any interests which might be consid-
ered prejudicial to their independence in relation to the items
on the agenda.

Article 38
Transparency

1.  The Authority shall ensure that it carries out its activities
with a high level of transparency. It shall in particular make
public without delay:

(a) agendas and minutes of the Scientific Committee and the
Scientific Panels;

(b) the opinions of the Scientific Committee and the Scientific
Panels immediately after adoption, minority opinions
always being included;

(c) without prejudice to Articles 39 and 41, the information
on which its opinions are based;

(d) the annual declarations of interest made by members of the
Management Board, the Executive Director, members of the
Advisory Forum and members of the Scientific Committee
and Scientific Panels, as well as the declarations of interest
made in relation to items on the agendas of meetings;
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(e) the results of its scientific studies;
(f) the annual report of its activities;

() requests from the European Parliament, the Commission or
a Member State for scientific opinions which have been
refused or modified and the justifications for the refusal or
modification.

2. The Management Board shall hold its meetings in public
unless, acting on a proposal from the Executive Director, it
decides otherwise for specific administrative points of its
agenda, and may authorise consumer representatives or other
interested parties to observe the proceedings of some of the
Authority's activities.

3. The Authority shall lay down in its internal rules the
practical arrangements for implementing the transparency rules
referred to in paragraphs 1 and 2.

Article 39
Confidentiality

1. By way of derogation from Article 38, the Authority shall
not divulge to third parties confidential information that it
receives for which confidential treatment has been requested
and justified, except for information which must be made
public if circumstances so require, in order to protect public

health.

2. Members of the Management Board, the Executive
Director, members of the Scientific Committee and Scientific
Panels as well as external experts participating in their working
groups, members of the Advisory Forum and members of the
staff of the Authority, even after their duties have ceased, shall
be subject to the requirements of confidentiality pursuant to
Article 287 of the Treaty.

3. The conclusions of the scientific opinions delivered by
the Authority relating to foreseeable health effects shall on no
account be kept confidential.

4. The Authority shall lay down in its internal rules the
practical arrangements for implementing the confidentiality
rules referred to in paragraphs 1 and 2.

Article 40
Communications from the Authority

1. The Authority shall communicate on its own initiative in
the fields within its mission without prejudice to the Commis-
sion's competence to communicate its risk management deci-
sions.

2. The Authority shall ensure that the public and any inter-
ested parties are rapidly given objective, reliable and easily
accessible information, in particular with regard to the results
of its work. In order to achieve these objectives, the Authority
shall develop and disseminate information material for the
general public.

3. The Authority shall act in close collaboration with the
Commission and the Member States to promote the necessary
coherence in the risk communication process.

The Authority shall publish all opinions issued by it in accord-
ance with Article 38.

4. The Authority shall ensure appropriate cooperation with
the competent bodies in the Member States and other inter-
ested parties with regard to public information campaigns.

Atrticle 41
Access to documents

1.  The Authority shall ensure wide access to the documents
which it possesses.

2. The Management Board, acting on a proposal from the
Executive Director, shall adopt the provisions applicable to
access to the documents referred to in paragraph 1, taking full
account of the general principles and conditions governing the
right of access to the Community institutions' documents.

Article 42
Consumers, producers and other interested parties

The Authority shall develop effective contacts with consumer
representatives, producer representatives, processors and any
other interested parties.

SECTION 5

FINANCIAL PROVISIONS

Article 43
Adoption of the Authority's budget

1. The revenues of the Authority shall consist of a contribu-
tion from the Community and, from any State with which the
Community has concluded the agreements referred to in
Article 49, and charges for publications, conferences, training
and any other similar activities provided by the Authority.

2. The expenditure of the Authority shall include the staff,
administrative, infrastructure and operational expenses, and
expenses resulting from contracts entered into with third
parties or resulting from the financial support referred to in
Article 36.

3. In good time, before the date referred to in paragraph 5,
the Executive Director shall draw up an estimate of the Author-
ity's revenue and expenditure for the coming financial year, and
shall forward it to the Management Board, accompanied by a
provisional list of posts.

4. Revenue and expenditure shall be in balance.

5. By 31 March each year at the latest, the Management
Board shall adopt the draft estimates including the provisional
list of posts accompanied by the preliminary work programme
and forward them to the Commission, and the States with
which the Community has concluded the agreements referred
to in Article 49. On the basis of that draft, the Commission
shall enter the relevant estimates in the preliminary draft
general budget of the European Union to be put before the
Council pursuant to Article 272 of the Treaty.
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6.  After the adoption of the general budget of the European
Union by the budgetary authority, the Management Board shall
adopt the Authority's final budget and work programme,
adjusting them where necessary to the Community's contribu-
tion. It shall forward them without delay to the Commission
and the budgetary authority.

Article 44
Implementation of the Authority's budget

1. The Executive Director shall implement the Authority's
budget.

2. Control of commitment and payment of all expenditure
and control of the existence and recovery of all the Authority's
revenue shall be carried out by the Commission's financial
controller.

3. By 31 March each year at the latest, the Executive
Director shall forward to the Commission, the Management
Board and the Court of Auditors the detailed accounts for all
the revenue and expenditure in respect of the previous financial
year.

The Court of Auditors shall examine the accounts in accord-
ance with Article 248 of the Treaty. It shall publish each year a
report on the Authority's activities.

4. The European Parliament, acting on a recommendation
from the Council, shall give a discharge to the Authority's
Executive Director in respect of the implementation of the
budget.

Article 45

Fees received by the Authority

Within three years following the date of entry into force of this
Regulation and after consulting the Authority, the Member
States and the interested parties, the Commission shall publish
a report on the feasibility and advisability of presenting a
legislative proposal under the co-decision procedure and in
accordance with the Treaty and for other services provided by
the Authority.

SECTION 6

GENERAL PROVISIONS

Article 46
Legal personality and privileges

1. The Authority shall have legal personality. In all Member
States it shall enjoy the widest powers granted by law to legal

persons. In particular, it may acquire and dispose of movable
and immovable property and institute legal proceedings.

2. The Protocol on the privileges and immunities of the
European Communities shall apply to the Authority.

Atrticle 47
Liability

1. The contractual liability of the Authority shall be
governed by the law applicable to the contract in question. The
Court of Justice of the European Communities shall have juris-
diction to give judgment pursuant to any arbitration clause
contained in a contract concluded by the Authority.

2. In the case of non-contractual liability, the Authority
shall, in accordance with the general principles common to the
laws of the Member States, make good any damage caused by
it or its servants in the performance of their duties. The Court
of Justice shall have jurisdiction in any dispute relating to
compensation for such damage.

3. The personal liability of its servants towards the
Authority shall be governed by the relevant provisions
applying to the staff of the Authority.

Article 48
Staff

1. The staff of the Authority shall be subject to the rules and
regulations applicable to officials and other staff of the Euro-
pean Communities.

2. In respect of its staff, the Authority shall exercise the
powers which have been devolved to the appointing authority.

Article 49
Participation of third countries

The Authority shall be open to the participation of countries
which have concluded agreements with the European
Community by virtue of which they have adopted and apply
Community legislation in the field covered by this Regulation.

Arrangements shall be made under the relevant provisions of
those agreements, specifying in particular the nature, extent
and manner in which these countries will participate in the
Authority's work, including provisions relating to participation
in the networks operated by the Authority, inclusion in the list
of competent organisations to which certain tasks may be
entrusted by the Authority, financial contributions and staff.
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CHAPTER IV
RAPID ALERT SYSTEM, CRISIS MANAGEMENT AND EMERGENCIES

SECTION 1

RAPID ALERT SYSTEM

Article 50

Rapid alert system

1. A rapid alert system for the notification of a direct or
indirect risk to human health deriving from food or feed is
hereby established as a network. It shall involve the Member
States, the Commission and the Authority. The Member States,
the Commission and the Authority shall each designate a
contact point, which shall be a member of the network. The
Commission shall be responsible for managing the network.

2. Where a member of the network has any information
relating to the existence of a serious direct or indirect risk to
human health deriving from food or feed, this information
shall be immediately notified to the Commission under the
rapid alert system. The Commission shall transmit this infor-
mation immediately to the members of the network.

The Authority may supplement the notification with any
scientific or technical information, which will facilitate rapid,
appropriate risk management action by the Member States.

3. Without prejudice to other Community legislation, the
Member States shall immediately notify the Commission under
the rapid alert system of:

(a) any measure they adopt which is aimed at restricting the
placing on the market or forcing the withdrawal from the
market or the recall of food or feed in order to protect
human health and requiring rapid action;

(b) any recommendation or agreement with professional oper-
ators which is aimed, on a voluntary or obligatory basis, at
preventing, limiting or imposing specific conditions on the
placing on the market or the eventual use of food or feed
on account of a serious risk to human health requiring
rapid action;

(c) any rejection, related to a direct or indirect risk to human
health, of a batch, container or cargo of food or feed by a
competent authority at a border post within the European
Union.

The notification shall be accompanied by a detailed explanation
of the reasons for the action taken by the competent authori-
ties of the Member State in which the notification was issued. It
shall be followed, in good time, by supplementary information,
in particular where the measures on which the notification is
based are modified or withdrawn.

The Commission shall immediately transmit to members of the
network the notification and supplementary information
received under the first and second subparagraphs.

Where a batch, container or cargo is rejected by a competent
authority at a border post within the European Union, the
Commission shall immediately notify all the border posts
within the European Union, as well as the third country of
origin.

4. Where a food or feed which has been the subject of a
notification under the rapid alert system has been dispatched to
a third country, the Commission shall provide the latter with
the appropriate information.

5. The Member States shall immediately inform the
Commission of the action implemented or measures taken
following receipt of the notifications and supplementary infor-
mation transmitted under the rapid alert system. The Commis-
sion shall immediately transmit this information to the
members of the network.

6.  Participation in the rapid alert system may be opened up
to applicant countries, third countries or international organ-
isations, on the basis of agreements between the Community
and those countries or international organisations, in accord-
ance with the procedures defined in those agreements. The
latter shall be based on reciprocity and shall include confiden-
tiality measures equivalent to those applicable in the
Community.

Article 51
Implementing measures

The measures for implementing Article 50 shall be adopted by
the Commission, after discussion with the Authority, in accord-
ance with the procedure referred to in Article 58(2). These
measures shall specify, in particular, the specific conditions and
procedures applicable to the transmission of notifications and
supplementary information.

Article 52
Confidentiality rules for the rapid alert system

1. Information, available to the members of the network,
relating to a risk to human health posed by food and feed shall
in general be available to the public in accordance with the
information principle provided for in Article 10. In general, the
public shall have access to information on product identifica-
tion, the nature of the risk and the measure taken.
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However, the members of the network shall take steps to
ensure that members of their staff are required not to disclose
information obtained for the purposes of this Section which by
its nature is covered by professional secrecy in duly justified
cases, except for information which must be made public, if
circumstances so require, in order to protect human health.

2. Protection of professional secrecy shall not prevent the
dissemination to the competent authorities of information rele-
vant to the effectiveness of market surveillance and enforce-
ment activities in the field of food and feed. The authorities
receiving information covered by professional secrecy shall
ensure its protection in conformity with paragraph 1.

SECTION 2

EMERGENCIES

Article 53

Emergency measures for food and feed of Community
origin or imported from a third country

1. Where it is evident that food or feed originating in the
Community or imported from a third country is likely to
constitute a serious risk to human health, animal health or the
environment, and that such risk cannot be contained satisfac-
torily by means of measures taken by the Member State(s)
concerned, the Commission, acting in accordance with the
procedure provided for in Article 58(2) on its own initiative or
at the request of a Member State, shall immediately adopt one
or more of the following measures, depending on the gravity of
the situation:

(a) in the case of food or feed of Community origin:

(i) suspension of the placing on the market or use of the
food in question;

(ii) suspension of the placing on the market or use of the
feed in question;

(iti) laying down special conditions for the food or feed in
question;

(iv) any other appropriate interim measure;

(b) in the case of food or feed imported from a third country:

(i) suspension of imports of the food or feed in question
from all or part of the third country concerned and,
where applicable, from the third country of transit;

(ii) laying down special conditions for the food or feed in
question from all or part of the third country
concerned;

(iti) any other appropriate interim measure.

2. However, in eMERGENCIES, the Commission may provi-
sionally adopt the measures referred to in paragraph 1 after
consulting the Member State(s) concerned and informing the
other Member States.

As soon as possible, and at most within 10 working days, the
measures taken shall be confirmed, amended, revoked or
extended in accordance with the procedure referred to in
Article 58(2), and the reasons for the Commission's decision
shall be made public without delay.

Atrticle 54
Other emergency measures

1.  Where a Member State officially informs the Commission
of the need to take emergency measures, and where the
Commission has not acted in accordance with Article 53, the
Member State may adopt interim protective measures. In this
event, it shall immediately inform the other Member States and
the Commission.

2. Within 10 working days, the Commission shall put the
matter before the Committee set up in Article 58(1) in accord-
ance with the procedure provided for in Article 58(2) with a
view to the extension, amendment or abrogation of the
national interim protective measures.

3. The Member State may maintain its national interim
protective measures until the Community measures have been
adopted.

SECTION 3

CRISIS MANAGEMENT

Article 55
General plan for crisis management

1. The Commission shall draw up, in close cooperation with
the Authority and the Member States, a general plan for crisis
management in the field of the safety of food and feed (herein-
after referred to as ‘the general plan’).

2. The general plan shall specify the types of situation
involving direct or indirect risks to human health deriving from
food and feed which are not likely to be prevented, eliminated
or reduced to an acceptable level by provisions in place or
cannot adequately be managed solely by way of the application
of Articles 53 and 54.

The general plan shall also specify the practical procedures
necessary to manage a crisis, including the principles of trans-
parency to be applied and a communication strategy.
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Atrticle 56
Crisis unit

1. Without prejudice to its role of ensuring the application
of Community law, where the Commission identifies a situa-
tion involving a serious direct or indirect risk to human health
deriving from food and feed, and the risk cannot be prevented,
eliminated or reduced by existing provisions or cannot
adequately be managed solely by way of the application of
Articles 53 and 54, it shall immediately notify the Member
States and the Authority.

2. The Commission shall set up a crisis unit immediately, in
which the Authority shall participate, and provide scientific and
technical assistance if necessary.

Article 57
Tasks of the crisis unit

1. The crisis unit shall be responsible for collecting and
evaluating all relevant information and identifying the options
available to prevent, eliminate or reduce to an acceptable level
the risk to human health as effectively and rapidly as possible.

2. The crisis unit may request the assistance of any public or
private person whose expertise it deems necessary to manage
the crisis effectively.

3. The crisis unit shall keep the public informed of the risks
involved and the measures taken.

CHAPTER V
PROCEDURES AND FINAL PROVISIONS

SECTION 1

COMMITTEE AND MEDIATION PROCEDURES

Article 58
Committee

1.  The Commission shall be assisted by a Standing
Committee on the Food Chain and Animal Health, hereinafter
referred to as the ‘Committee’, composed of representatives of
the Member States and chaired by the representative of the
Commission. The Committee shall be organised in sections to
deal with all relevant matters.

2. Where reference is made to this paragraph, the procedure
laid down in Article 5 of Decision 1999/468/EC shall apply, in
compliance with Articles 7 and 8 thereof.

3. The period provided for in Article 5(6) of Decision 1999/
468[EC shall be three months.

Article 59
Functions assigned to the Committee

The Committee shall carry out the functions assigned to it by
this Regulation and by other relevant Community provisions,
in the cases and conditions provided for in those provisions. It
may also examine any issue falling under those provisions,
either at the initiative of the Chairman or at the written request
of one of its members.

Article 60
Mediation procedure

1. Without prejudice to the application of other Community
provisions, where a Member State is of the opinion that a
measure taken by another Member State in the field of food
safety is either incompatible with this Regulation or is likely to
affect the functioning of the internal market, it shall refer the
matter to the Commission, which will immediately inform the
other Member State concerned.

2. The two Member States concerned and the Commission
shall make every effort to solve the problem. If agreement
cannot be reached, the Commission may request an opinion on
any relevant contentious scientific issue from the Authority.
The terms of that request and the time limit within which the
Authority is requested to give its opinion shall be established
by mutual agreement between the Commission and the
Authority, after consulting the two Member States concerned.

SECTION 2

FINAL PROVISIONS

Article 61
Review clause

1. Before 1 January 2005 and every six years thereafter, the
Authority, in collaboration with the Commission, shall
commission an independent external evaluation of its achieve-
ments on the basis of the terms of reference issued by the
Management Board in agreement with the Commission. The
evaluation will assess the working practices and the impact of
the Authority. The evaluation will take into account the views
of the stakeholders, at both Community and national level.
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The Management Board of the Authority shall examine the
conclusions of the evaluation and issue to the Commission
such recommendations as may be necessary regarding changes
in the Authority and its working practices. The evaluation and
the recommendations shall be made public.

2. Before 1 January 2005, the Commission shall publish a
report on the experience acquired from implementing Sections
1 and 2 of Chapter IV.

3. The reports and recommendations referred to in para-
graphs 1 and 2 shall be forwarded to the Council and the
European Parliament.

Article 62

References to the European Food Safety Authority and to
the Standing Committee on the Food Chain and Animal
Health

1. Every reference in Community legislation to the Scientific
Committee on Food, the Scientific Committee on Animal
Nutrition, the Scientific Veterinary Committee, the Scientific
Committee on Pesticides, the Scientific Committee on Plants
and the Scientific Steering Committee shall be replaced by a
reference to the European Food Safety Authority.

2. Every reference in Community legislation to the Standing
Committee on Foodstuffs, the Standing Committee for Feeding-
stuffs and the Standing Veterinary Committee shall be replaced
by a reference to the Standing Committee on the Food Chain
and Animal Health.

Every reference to the Standing Committee on Plant Health in
Community legislation based upon and including Directives
76/895/EEC, 86/362/EEC, 86/363/EEC, 90/642/EEC and 91/
414/[EEC relating to plant protection products and the setting
of maximum residue levels shall be replaced by a reference to
the Standing Committee on the Food Chain and Animal
Health.

3. For the purpose of paragraphs 1 and 2, ‘Community
legislation’ shall mean all Community Regulations, Directives
and Decisions.

4. Decisions 68/361/EEC, 69/414/EEC and 70/372/EEC are
hereby repealed.

Article 63

Competence of the European Agency for the Evaluation of
Medicinal Products

This Regulation shall be without prejudice to the competence
conferred on the European Agency for the Evaluation of Medi-
cinal Products by Regulation (EEC) No 2309/93, Regulation
(EEC) No 2377/90, Council Directive 75/319/EEC (') and
Council Directive 81/851/EEC (3.

Article 64
Commencement of the Authority's operation

The Authority shall commence its operations on 1 January
2002.

Article 65
Entry into force

This Regulation shall enter into force on the 20th day
following that of its publication in the Official Journal of the
European Communities.

Articles 11 and 12 and Articles 14 to 20 shall apply from 1
January 2005.

Articles 29, 56, 57 and 60 and Article 62(1) shall apply as
from the date of appointment of the members of the Scientific
Committee and of the Scientific Panels which shall be
announced by means of a notice in the ‘C’ series of the Official
Journal.

This Regulation shall be binding in its entirety and directly applicable in all Member States.

Done at Brussels, 28 January 2002.

For the European Parliament
The President
P. COX

For the Council
The President
J. PIQUE T CAMPS

(') O] L 147, 9.6.1975, p. 13. Directive amended by Directive 2001/
83/EC of the European Parliament and of the Council (O] L 311,
28.11.2001, p. 67).

() O] L 317, 6.11.1981, p. 1. Directive amended by Directive 2001/
82[EC of the European Parliament and of the Council (O] L 311,
28.11.2001, p. 1).
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(Acts whose publication is obligatory)

REGULATION (EC) No 852/2004 OF THE EUROPEAN PARLIAMENT
AND OF THE COUNCIL
of 29 April 2004

on the hygiene of foodstuffs

THE EUROPEAN PARLIAMENT AND THE COUNCIL OF THE EUROPEAN UNION,

Having regard to the Treaty establishing the European Community, and in particular Articles 95
and 152(4)(b) thereof,

Having regard to the proposal from the Commission ’,
Having regard to the Opinion of the Economic and Social Committee %,
Having consulted the Committee of the Regions,

Acting in accordance with the procedure laid down in Article 251 of the Treaty >,

! OJ C 365 E, 19.12.2000, p. 43.

2 0JC155,29.5.2001, p. 39.

3 Opinion of the European Parliament of 15 May 2002 (OJ C 180 E, 31.7.2003, p. 267),
Council Common Position of 27 October 2003 (OJ C 48 E, 24.2.2004, p. 1), Position of the
European Parliament of 30 March 2004 (not yet published in the Official Journal) and
Council Decision of 16 April 2004.





Whereas:

(M

2

3)

“)

The pursuit of a high level of protection of human life and health is one of the fundamental
objectives of food law, as laid down in Regulation (EC) No 178/2002 . That Regulation also
lays down other common principles and definitions for national and Community food law,

including the aim of achieving free movement of food within the Community.

Council Directive 93/43/EEC of 14 June 1993 on the hygiene of foodstuffs  laid down the
general rules of hygiene for foodstuffs and the procedures for verification of compliance with

these rules.

Experience has shown that these rules and procedures constitute a sound basis for ensuring
food safety. In the context of the common agricultural policy, many Directives have been
adopted to establish specific health rules for the production and placing on the market of the
products listed in Annex I to the Treaty. These health rules have reduced trade barriers for the
products concerned, contributing to the creation of the internal market while ensuring a high

level of protection of public health.

With regard to public health, these rules and procedures contain common principles, in
particular in relation to the manufacturers' and competent authorities' responsibilities,
structural, operational and hygiene requirements for establishments, procedures for the

approval of establishments, requirements for storage and transport and health marks.

Regulation (EC) No 178/2002 of the European Parliament and of the Council of

28 January 2002 laying down the general principles and requirements of food law,
establishing the European Food Safety Authority and laying down procedures in matters of
food safety (OJ L 31, 1.2.2002, p. 1). Regulation as amended by Regulation (EC)

No 1642/2003 (OJ L 245, 29.9.2003, p. 4).

OJ L 175,19.7.1993, p. 1. Directive as amended by Regulation (EC) No 1882/2003 of the
European Parliament and of the Council (OJ L 284, 31.10.2003, p. 1).
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(6)

(7

@®)

)

These principles constitute a common basis for the hygienic production of all food, including

products of animal origin listed in Annex I to the Treaty.

In addition to this common basis, specific hygiene rules are necessary for certain foodstuffs.
Regulation (EC) No /2004 of the European Parliament and of the Council

o) N laying down specific hygiene rules for food of animal origin ' lays down these

The principal objective of the new general and specific hygiene rules is to ensure a high level

of consumer protection with regard to food safety.

An integrated approach is necessary to ensure food safety from the place of primary
production up to and including placing on the market or export. Every food business operator

along the food chain should ensure that food safety is not compromised.

Community rules should not apply either to primary production for private domestic use, or to
the domestic preparation, handling or storage of food for private domestic consumption.
Moreover, they should apply only to undertakings, the concept of which implies a certain

continuity of activities and a certain degree of organisation.

See page of this Official Journal.





(10)

(11)

(12)

(13)

Food hazards present at the level of primary production should be identified and adequately
controlled to ensure the achievement of the objectives of this Regulation. However, in the
case of the direct supply of small quantities of primary products, by the food business
operator producing them, to the final consumer or to a local retail establishment, it is
appropriate to protect public health through national law, in particular because of the close

relationship between the producer and the consumer.

The application of hazard analysis and critical control point (HACCP) principles to primary
production is not yet generally feasible. However, guides to good practice should encourage
the use of appropriate hygiene practices at farm level. Where necessary, specific hygiene
rules for primary production should supplement these guides. It is appropriate for the hygiene
requirements applicable to primary production and associated operations to differ from those

for other operations.

Food safety is a result of several factors: legislation should lay down minimum hygiene
requirements; official controls should be in place to check food business operators'
compliance and food business operators should establish and operate food safety programmes

and procedures based on the HACCP principles.

Successful implementation of the procedures based on the HACCP principles will require the
full cooperation and commitment of food business employees. To this end, employees should
undergo training. The HACCP system is an instrument to help food business operators attain
a higher standard of food safety. The HACCP system should not be regarded as a method of

self-regulation and should not replace official controls.





(14)

(15)

(16)

While the requirement of establishing procedures based on the HACCP principles should not

initially apply to primary production, the feasibility of its extension will be one element of the
review that the Commission will carry out following implementation of this Regulation. It is,
however, appropriate for Member States to encourage operators at the level of primary

production to apply such principles as far as possible.

The HACCP requirements should take account of the principles contained in the Codex
Alimentarius. They should provide sufficient flexibility to be applicable in all situations,
including in small businesses. In particular, it is necessary to recognise that, in certain food
businesses, it is not possible to identify critical control points and that, in some cases, good
hygienic practices can replace the monitoring of critical control points. Similarly, the
requirement of establishing "critical limits" does not imply that it is necessary to fix a
numerical limit in every case. In addition, the requirement of retaining documents needs to be

flexible in order to avoid undue burdens for very small businesses.

Flexibility is also appropriate to enable the continued use of traditional methods at any of the
stages of production, processing or distribution of food and in relation to structural
requirements for establishments. Flexibility is particularly important for regions that are
subject to special geographical constraints, including the outermost regions referred to in
Article 299(2) of the Treaty. However, flexibility should not compromise food hygiene
objectives. Moreover, since all food produced in accordance with the hygiene rules will be in
free circulation throughout the Community, the procedure allowing Member States to exercise
flexibility should be fully transparent. It should provide, where necessary to resolve
disagreements, for discussion within the Standing Committee on the Food Chain and

Animal Health established by Regulation (EC) No 178/2002.





(17)

(18)

(19)

(20)

The setting of objectives such as pathogen reduction targets or performance standards may
guide the implementation of hygiene rules. It is therefore necessary to provide procedures for
that purpose. Such objectives would supplement existing food law, such as Council
Regulation (EEC) No 315/93 of 8 February 1993 laying down Community procedures for
contaminants in food ', which provides for the establishment of maximum tolerances for
specific contaminants, and Regulation (EC) No 178/2002, which prohibits the placing on the

market of unsafe food and provides a uniform basis for the use of the precautionary principle.

To take account of technical and scientific progress, close and effective cooperation should be
ensured between the Commission and the Member States within the Standing Committee on
the Food Chain and Animal Health. This Regulation takes account of international
obligations laid down in the WTO Sanitary and Phytosanitary Agreement and the

international food safety standards contained in the Codex Alimentarius.

The registration of establishments and the cooperation of food business operators are

necessary to allow the competent authorities to perform official controls efficiently.

The traceability of food and food ingredients along the food chain is an essential element in
ensuring food safety. Regulation (EC) No 178/2002 contains rules to ensure the traceability
of food and food ingredients and provides a procedure for the adoption of implementing rules

to apply these principles in respect of specific sectors.

1

OJ L 37,13.2.1993, p. 1. Regulation as amended by Regulation (EC) No 1882/2003.
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(22)

(23)

(24)

(25)

(26)

Food imported into the Community is to comply with the general requirements laid down in
Regulation (EC) No 178/2002 or satisfy rules that are equivalent to Community rules. The
present Regulation defines certain specific hygiene requirements for food imported into the

Community.

Food exported to third countries from the Community is to comply with the general
requirements laid down in Regulation (EC) No 178/2002. The present Regulation defines

certain specific hygiene requirements for food exported from the Community.

Scientific advice should underpin Community legislation on food hygiene. To this end,

the European Food Safety Authority should be consulted whenever necessary.

Since this Regulation replaces Directive 93/43/EEC, the latter should be repealed.

The requirements of this Regulation should not apply until all parts of the new legislation on
food hygiene have entered into force. It is also appropriate to provide for at least 18 months
to elapse between entry into force and the application of the new rules, to allow the affected

industries time to adapt.

The measures necessary for the implementation of this Regulation should be adopted in
accordance with Council Decision 1999/468/EC of 28 June 1999 laying down the procedures

. . . .. 1
for the exercise of implementing powers conferred on the Commission -,

HAVE ADOPTED THIS REGULATION:

1

OJ L 184, 17.7.1999, p. 23.





CHAPTER I

GENERAL PROVISIONS

Article 1

Scope

1. This Regulation lays down general rules for food business operators on the hygiene of

foodstuffs, taking particular account of the following principles:

(a) primary responsibility for food safety rests with the food business operator;

(b) itis necessary to ensure food safety throughout the food chain, starting with primary

production;

(c) itis important, for food that cannot be stored safely at ambient temperatures, particularly

frozen food, to maintain the cold chain;

(d) general implementation of procedures based on the HACCP principles, together with the

application of good hygiene practice, should reinforce food business operators' responsibility;





(e) guides to good practice are a valuable instrument to aid food business operators at all levels of
the food chain with compliance with food hygiene rules and with the application of

the HACCP principles;

(f) itis necessary to establish microbiological criteria and temperature control requirements

based on a scientific risk assessment;

(g) itisnecessary to ensure that imported foods are of at least the same hygiene standard as food

produced in the Community, or are of an equivalent standard.

This Regulation shall apply to all stages of production, processing and distribution of food and to

exports, and without prejudice to more specific requirements relating to food hygiene.

2. This Regulation shall not apply to:

(a) primary production for private domestic use;

(b) the domestic preparation, handling or storage of food for private domestic consumption;

(c) the direct supply, by the producer, of small quantities of primary products to the final

consumer or to local retail establishments directly supplying the final consumer;





(d)

collection centres and tanneries which fall within the definition of food business only because

they handle raw material for the production of gelatine or collagen.

3. Member States shall establish, under national law, rules governing the activities referred to in

paragraph 2(c). Such national rules shall ensure the achievement of the objectives of this

Regulation.

Article 2
Definitions

1.  For the purposes of this Regulation:

(a) "food hygiene", hereinafter called "hygiene", means the measures and conditions necessary to
control hazards and to ensure fitness for human consumption of a foodstuff taking into
account its intended use;

(b) "primary products" means products of primary production including products of the soil, of
stock farming, of hunting and fishing;

(c) "establishment" means any unit of a food business;

(d) "competent authority" means the central authority of a Member State competent to ensure

compliance with the requirements of this Regulation or any other authority to which that
central authority has delegated that competence; it shall also include, where appropriate, the

corresponding authority of a third country;





(e)

®
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(h)

(1)

@

(k)

M

"equivalent" means, in respect of different systems, capable of meeting the same objectives;
"contamination" means the presence or introduction of a hazard;

"potable water" means water meeting the minimum requirements laid down in

Council Directive 98/83/EC of 3 November 1998 on the quality of water intended for human
consumption ';

"clean seawater" means natural, artificial or purified seawater or brackish water that does not
contain micro-organisms, harmful substances or toxic marine plankton in quantities capable
of directly or indirectly affecting the health quality of food;

"clean water" means clean seawater and fresh water of a similar quality;

"wrapping" means the placing of a foodstuff in a wrapper or container in direct contact with

the foodstuff concerned, and the wrapper or container itself;

"packaging" means the placing of one or more wrapped foodstuffs in a second container, and

the latter container itself;

"hermetically sealed container" means a container that is designed and intended to be secure

against the entry of hazards;

1

OJ L 330, 5.12.1998, p. 32. Directive as modified by Regulation (EC) No 1882/2003.





(m) '"processing" means any action that substantially alters the initial product, including heating,
smoking, curing, maturing, drying, marinating, extraction, extrusion or a combination of those

Processes;

(n) "unprocessed products" means foodstuffs that have not undergone processing, and includes
products that have been divided, parted, severed, sliced, boned, minced, skinned, ground, cut,

cleaned, trimmed, husked, milled, chilled, frozen, deep-frozen or thawed;

(o) "processed products" means foodstuffs resulting from the processing of unprocessed products.
These products may contain ingredients that are necessary for their manufacture or to give

them specific characteristics.

2. The definitions laid down in Regulation (EC) No 178/2002 shall also apply.

nn nmn

3. In the Annexes to this Regulation the terms "where necessary", "where appropriate”, "adequate

"

and "sufficient" shall mean respectively where necessary, where appropriate, adequate or sufficient

to achieve the objectives of this Regulation.





CHAPTER II
FOOD BUSINESS OPERATORS' OBLIGATIONS
Article 3
General obligation

Food business operators shall ensure that all stages of production, processing and distribution of

food under their control satisfy the relevant hygiene requirements laid down in this Regulation.

Article 4

General and specific hygiene requirements

1. Food business operators carrying out primary production and those associated operations listed
in Annex I shall comply with the general hygiene provisions laid down in Part A of Annex I and

any specific requirements provided for in Regulation (EC) No ....../2004 ".

2. Food business operators carrying out any stage of production, processing and distribution of
food after those stages to which paragraph 1 applies shall comply with the general hygiene
requirements laid down in Annex II and any specific requirements provided for in Regulation (EC)

No ....../2004 *.

Note to Official Journal: insert No of Regulation laying down specific hygiene rules for food
of animal origin.





3. Food business operators shall, as appropriate, adopt the following specific hygiene measures:

(a) compliance with microbiological criteria for foodstuffs;

(b) procedures necessary to meet targets set to achieve the objectives of this Regulation;

(c) compliance with temperature control requirements for foodstuffs;

(d) maintenance of the cold chain;

(e) sampling and analysis.

4. The criteria, requirements and targets referred to in paragraph 3 shall be adopted in accordance

with the procedure referred to in Article 14(2).

Associated sampling and analysis methods shall be laid down in accordance with the same

procedure.





5. When this Regulation, Regulation (EC) No ....../2004 * and their implementing measures do not
specify sampling or analysis methods, food business operators may use appropriate methods laid
down in other Community or national legislation or, in the absence of such methods, methods that
offer equivalent results to those obtained using the reference method, if they are scientifically

validated in accordance with internationally recognised rules or protocols.

6. Food business operators may use the guides provided for in Articles 7, 8 and 9 as an aid to

compliance with their obligations under this Regulation.
Article 5
Hazard analysis and critical control points

1. Food business operators shall put in place, implement and maintain a permanent procedure or

procedures based on the HACCP principles.
2. The HACCEP principles referred to in paragraph 1 consist of the following:
(a) identifying any hazards that must be prevented, eliminated or reduced to acceptable levels;

(b) identifying the critical control points at the step or steps at which control is essential to

prevent or eliminate a hazard or to reduce it to acceptable levels;

Note to Official Journal: insert number of Regulation laying down specific hygiene rules for
food of animal origin.
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(d)

(e)
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establishing critical limits at critical control points which separate acceptability from

unacceptability for the prevention, elimination or reduction of identified hazards;

establishing and implementing effective monitoring procedures at critical control points;

establishing corrective actions when monitoring indicates that a critical control point is not

under control;

establishing procedures, which shall be carried out regularly, to verify that the measures

outlined in subparagraphs (a) to (e) are working effectively; and

establishing documents and records commensurate with the nature and size of the food
business to demonstrate the effective application of the measures outlined in

subparagraphs (a) to (f).

When any modification is made in the product, process, or any step, food business operators shall

review the procedure and make the necessary changes to it.

3. Paragraph 1 shall apply only to food business operators carrying out any stage of production,

processing and distribution of food after primary production and those associated operations listed

in Annex I.





4. Food business operators shall:

(a) provide the competent authority with evidence of their compliance with paragraph 1 in the
manner that the competent authority requires, taking account of the nature and size of the

food business;

(b) ensure that any documents describing the procedures developed in accordance with this

Article are up-to-date at all times;

(c) retain any other documents and records for an appropriate period.

5. Detailed arrangements for the implementation of this Article may be laid down in accordance
with the procedure referred to in Article 14(2). Such arrangements may facilitate the
implementation of this Article by certain food business operators, in particular by providing for the
use of procedures set out in guides for the application of HACCP principles, in order to comply
with paragraph 1. Such arrangements may also specify the period during which food business

operators shall retain documents and records in accordance with paragraph 4(c).

Article 6

Official controls, registration and approval

1. Food business operators shall cooperate with the competent authorities in accordance with other

applicable Community legislation or, if it does not exist, with national law.





2. In particular, every food business operator shall notify the appropriate competent authority, in
the manner that the latter requires, of each establishment under its control that carries out any of the
stages of production, processing and distribution of food, with a view to the registration of each

such establishment.
Food business operators shall also ensure that the competent authority always has up-to-date
information on establishments, including by notifying any significant change in activities and any

closure of an existing establishment.

3. However, food business operators shall ensure that establishments are approved by the

competent authority, following at least one on-site visit, when approval is required:

(a) under the national law of the Member State in which the establishment is located;

(b) under Regulation (EC) No ....../2004 *; or

(¢) by adecision adopted in accordance with the procedure referred to in Article 14(2).

Any Member State requiring the approval of certain establishments located on its territory under

national law, as provided for in subparagraph (a), shall inform the Commission and other

Member States of the relevant national rules.

Note to Official Journal: insert number of Regulation laying down specific hygiene rules for
food of animal origin.





CHAPTER III

GUIDES TO GOOD PRACTICE

Article 7

Development, dissemination and use of guides

Member States shall encourage the development of national guides to good practice for hygiene and

for the application of HACCP principles in accordance with Article 8. Community guides shall be

developed in accordance with Article 9.

The dissemination and use of both national and Community guides shall be encouraged.

Nevertheless, food business operators may use these guides on a voluntary basis.

Article 8

National guides

1. When national guides to good practice are developed, they shall be developed and disseminated

by food business sectors:

(a) in consultation with representatives of parties whose interests may be substantially affected,

such as competent authorities and consumer groups;





(b) having regard to relevant codes of practice of the Codex Alimentarius; and

(c) when they concern primary production and those associated operations listed in Annex I,

having regard to the recommendations set out in Part B of Annex I.

2. National guides may be developed under the aegis of a national standards institute referred to in

Annex II to Directive 98/34/EC .

3. Member States shall assess national guides in order to ensure that:

(a) they have been developed in accordance with paragraph 1;

(b) their contents are practicable for the sectors to which they refer; and

(c) they are suitable as guides to compliance with Articles 3, 4 and 5 in the sectors and for the

foodstuffs covered.

4. Member States shall forward to the Commission national guides complying with the
requirements of paragraph 3. The Commission shall set up and run a registration system for such

guides and make it available to Member States.

5. Guides to good practice drawn up under Directive 93/43/EEC shall continue to apply after the

entry into force of this Regulation, provided that they are compatible with its objectives.

Directive 98/34/EC of the European Parliament and of the Council of 22 June 1998 laying
down a procedure for the provision of information in the field of technical standards and
regulations (OJ L 204, 21.7.1998, p. 37). Directive as amended by Directive 98/48/EC
(OJ L 217,5.8.1998, p. 18).





Article 9
Community guides
1. Before Community guides to good practice for hygiene or for the application of the HACCP
principles are developed, the Commission shall consult the Committee referred to in Article 14.
The objective of this consultation shall be to consider the case for such guides, their scope and

subject matter.

2. When Community guides are prepared, the Commission shall ensure that they are developed

and disseminated:

(a) by or in consultation with appropriate representatives of European food business sectors,

including SMEs, and other interested parties, such as consumer groups;

(b) in collaboration with parties whose interests may be substantially affected,

including competent authorities;

(c) having regard to relevant codes of practice of the Codex Alimentarius; and

(d) when they concern primary production and those associated operations listed in Annex I,

having regard to the recommendations set out in Part B of Annex .





3. The Committee referred to in Article 14 shall assess draft Community guides in order to ensure

that:

(a) they have been developed in accordance with paragraph 2;

(b) their contents are practicable for the sectors to which they refer throughout the Community;

and

(c) they are suitable as guides to compliance with Articles 3, 4 and 5 in the sectors and for the

foodstuffs covered.

4. The Commission shall invite the Committee referred to in Article 14 periodically to review any
Community guides prepared in accordance with this Article, in cooperation with the bodies

mentioned in paragraph 2.

The aim of this review shall be to ensure that the guides remain practicable and to take account of

technological and scientific developments.

5. The titles and references of Community guides prepared in accordance with this Article shall be

published in the C series of the Official Journal of the European Union.





CHAPTER IV

IMPORTS AND EXPORTS

Article 10

Imports

As regards the hygiene of imported food, the relevant requirements of food law referred to in

Article 11 of Regulation (EC) No 178/2002 shall include the requirements laid down in Articles 3

to 6 of this Regulation.

Article 11

Exports

As regards the hygiene of exported or re-exported food, the relevant requirements of food law

referred to in Article 12 of Regulation (EC) No 178/2002 shall include the requirements laid down
in Articles 3 to 6 of this Regulation.





CHAPTER V

FINAL PROVISIONS

Article 12

Implementing measures and transitional arrangements

Implementing measures and transitional arrangements may be laid down in accordance with the

procedure referred to in Article 14(2).

Article 13

Amendment and adaptation of Annexes I and II

1. Annexes I and Il may be adapted or updated in accordance with the procedure referred to in

Article 14(2), taking into account:

(a) the need to revise the recommendations set out in Annex I, Part B, paragraph 2;

(b) the experience gained from the implementation of HACCP-based systems pursuant to

Article 5;

(c) technological developments and their practical consequences and consumer expectations with

regard to food composition;





(d) scientific advice, particularly new risk assessments;

(e) microbiological and temperature criteria for foodstuffs.

2. Derogations from Annexes I and II may be granted, in particular in order to facilitate the
implementation of Article 5 for small businesses, in accordance with the procedure referred to in
Article 14(2), taking into account the relevant risk factors, provided that such derogations do not

affect the achievement of the objectives of this Regulation.

3. Member States may, without compromising achievement of the objectives of this Regulation,
adopt, in accordance with paragraphs 4 to 7 of this Article, national measures adapting the
requirements laid down in Annex II.

4.(a) The national measures referred to in paragraph 3 shall have the aim of:

(i)  enabling the continued use of traditional methods, at any of the stages of

production, processing or distribution of food; or

(i1)) accommodating the needs of food businesses situated in regions that are subject to

special geographical constraints.

(b) In other cases, they shall apply only to the construction, layout and equipment of

establishments.





5. Any Member State wishing to adopt national measures as referred to in paragraph 3 shall notify

the Commission and other Member States. The notification shall:

(a) provide a detailed description of the requirements that that Member State considers need to be

adapted and the nature of the adaptation sought;

(b) describe the foodstuffs and establishments concerned;

(c) explain the reasons for the adaptation, including, where relevant, by providing a summary of
the hazard analysis carried out and any measures to be taken to ensure that the adaptation will

not compromise the objectives of this Regulation; and

(d) give any other relevant information.

6. The other Member States shall have three months from the receipt of a notification referred to in
paragraph 5 to send written comments to the Commission. In the case of the adaptations arising
from paragraph 4(b), this period shall, at the request of any Member State, be extended to four
months. The Commission may, and when it receives written comments from one or more

Member States shall, consult Member States within the committee referred to in Article 14(1).

The Commission may decide, in accordance with the procedure referred to in Article 14(2), whether
the envisaged measures may be implemented, subject, if necessary, to appropriate amendments.
Where appropriate, the Commission may propose general measures in accordance with paragraph 1

or 2.





7. A Member State may adopt national measures adapting the requirements of Annex II only:
(a) in compliance with a decision adopted in accordance with paragraph 6; or
(b) if, one month after the expiry of the period referred to in paragraph 6, the Commission has not
informed Member States that it has received written comments or that it intends to propose
the adoption of a decision in accordance with paragraph 6.
Article 14

Committee procedure

1. The Commission shall be assisted by the Standing Committee on the Food Chain and
Animal Health.

2. Where reference is made to this paragraph, Articles 5 and 7 of Decision 1999/468/EC shall
apply, having regard to the provisions of Article 8§ thereof.

The period laid down in Article 5(6) of Decision 1999/468/EC shall be set at three months.

3. The Committee shall adopt its rules of procedure.





Article 15
Consultation of the European Food Safety Authority

The Commission shall consult the European Food Safety Authority on any matter falling within the
scope of this Regulation that could have a significant impact on public health and, in particular,

before proposing criteria, requirements or targets in accordance with Article 4(4).
Article 16
Report to the European Parliament and the Council

1. The Commission shall, not later than .......... *, submit a report to the European Parliament and

the Council.

2. The report shall, in particular, review the experience gained from the application of this
Regulation and consider whether it would be desirable and practicable to provide for the extension
of the requirements of Article 5 to food business operators carrying out primary production and

those associated operations listed in Annex .

3. The Commission shall, if appropriate, accompany the report with relevant proposals.

Five years after the entry into force of this Regulation.





Article 17

Repeal

1. Directive 93/43/EEC shall be repealed with effect from the date of application of this

Regulation.

2. References to the repealed Directive shall be construed as being made to this Regulation.

3. However, decisions adopted pursuant to Articles 3(3) and 10 of Directive 93/43/EEC shall
remain in force pending their replacement by decisions adopted in accordance with this Regulation
or Regulation (EC) No 178/2002. Pending the setting of the criteria or requirements referred to in
Article 4(3), points (a) to (e) of this Regulation, Member States may maintain any national rules

establishing such criteria or requirements that they had adopted in accordance with

Directive 93/43/EEC.
4. Pending the application of new Community legislation laying down rules for official controls on
food, Member States shall take all appropriate measures to ensure the fulfilment of the obligations
laid down in or under this Regulation.

Article 18

Entry into force

This Regulation shall enter into force twenty days after the date of its publication in the Official

Journal of the European Union.





It shall apply 18 months after the date on which all of the following acts have entered into force:

(2)

(b)

(©

Regulation (EC) No .../2004 ;

Regulation (EC) No .../2004 of the European Parliament and of the Council of ......... laying
down specific rules for the organisation of official controls on products of animal origin

. . 1
intended for human consumption *; and

Directive 2004/41/EC of the European Parliament and of the Council of .......... repealing
certain Directives concerning food hygiene and health conditions for the production and
placing on the market of certain products of animal origin intended for human

s 2
consumption “.

However, it shall apply no earlier than 1 January 2006.

This Regulation shall be binding in its entirety and directly applicable in all Member States.

Done at Strasbourg, 29 April 2004.

For the European Parliament For the Council
The President The President
P. COX M. McDOWELL

Note to Official Journal: insert number of Regulation laying down specific hygiene rules for
food of animal origin.

See p. of this Official Journal.

See p. of this Official Journal.





ANNEX 1

PRIMARY PRODUCTION

PART A: GENERAL HYGIENE PROVISIONS FOR PRIMARY PRODUCTION AND
ASSOCIATED OPERATIONS

L. SCOPE

1.  This Annex applies to primary production and the following associated operations:

(a) the transport, storage and handling of primary products at the place of production,

provided that this does not substantially alter their nature;

(b) the transport of live animals, where this is necessary to achieve the objectives of this

Regulation; and

(c) in the case of products of plant origin, fishery products and wild game, transport
operations to deliver primary products, the nature of which has not been substantially

altered, from the place of production to an establishment.

II.  HYGIENE PROVISIONS

2. As far as possible, food business operators are to ensure that primary products are protected
against contamination, having regard to any processing that primary products will

subsequently undergo.





Notwithstanding the general duty laid down in paragraph 2, food business operators are to
comply with appropriate Community and national legislative provisions relating to the control

of hazards in primary production and associated operations, including:

(a) measures to control contamination arising from the air, soil, water, feed, fertilisers,
veterinary medicinal products, plant protection products and biocides and the storage,

handling and disposal of waste; and

(b) measures relating to animal health and welfare and plant health that have implications
for human health, including programmes for the monitoring and control of zoonoses and

zoonotic agents.

Food business operators rearing, harvesting or hunting animals or producing primary products

of animal origin are to take adequate measures, as appropriate:

(a) to keep any facilities used in connection with primary production and associated
operations, including facilities used to store and handle feed, clean and, where necessary

after cleaning, to disinfect them in an appropriate manner;

(b) to keep clean and, where necessary after cleaning, to disinfect, in an appropriate

manner, equipment, containers, crates, vehicles and vessels;





(©)

(d)

(e)

9]

(2

(h)

W)

as far as possible to ensure the cleanliness of animals going to slaughter and, where

necessary, production animals;

to use potable water, or clean water, whenever necessary to prevent contamination;

to ensure that staff handling foodstuffs are in good health and undergo training on health

risks;

as far as possible to prevent animals and pests from causing contamination;

to store and handle waste and hazardous substances so as to prevent contamination;
to prevent the introduction and spread of contagious diseases transmissible to humans
through food, including by taking precautionary measures when introducing new

animals and reporting suspected outbreaks of such diseases to the competent authority;

to take account of the results of any relevant analyses carried out on samples taken from

animals or other samples that have importance to human health; and

to use feed additives and veterinary medicinal products correctly, as required by the

relevant legislation.





Food business operators producing or harvesting plant products are to take adequate

measures, as appropriate:

(a)

(b)

(©)

(d)

(e)
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(h)

to keep clean and, where necessary after cleaning, to disinfect, in an appropriate

manner, facilities, equipment, containers, crates, vehicles and vessels;

to ensure, where necessary, hygienic production, transport and storage conditions for,

and the cleanliness of, plant products;

to use potable water, or clean water, whenever necessary to prevent contamination;

to ensure that staff handling foodstuffs are in good health and undergo training on health

risks;

as far as possible to prevent animals and pests from causing contamination;

to store and handle wastes and hazardous substances so as to prevent contamination;

to take account of the results of any relevant analyses carried out on samples taken from

plants or other samples that have importance to human health; and

to use plant protection products and biocides correctly, as required by the relevant

legislation.
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Food business operators are to take appropriate remedial action when informed of problems

identified during official controls.

RECORD-KEEPING

Food business operators are to keep and retain records relating to measures put in place to
control hazards in an appropriate manner and for an appropriate period, commensurate with
the nature and size of the food business. Food business operators are to make relevant
information contained in these records available to the competent authority and receiving food

business operators on request.

Food business operators rearing animals or producing primary products of animal origin are,

in particular, to keep records on:

(a) the nature and origin of feed fed to the animals;

(b) veterinary medicinal products or other treatments administered to the animals, dates of

administration and withdrawal periods;

(c) the occurrence of diseases that may affect the safety of products of animal origin;

(d) the results of any analyses carried out on samples taken from animals or other samples

taken for diagnostic purposes, that have importance for human health; and

(e) any relevant reports on checks carried out on animals or products of animal origin.





10.

Food business operators producing or harvesting plant products are, in particular, to keep

records on:

(a) any use of plant protection products and biocides;

(b) any occurrence of pests or diseases that may affect the safety of products of plant origin;

and

(c) the results of any relevant analyses carried out on samples taken from plants or other

samples that have importance to human health.

The food business operators may be assisted by other persons, such as veterinarians,

agronomists and farm technicians, with the keeping of records.





PART B: RECOMMENDATIONS FOR GUIDES TO GOOD HYGIENE PRACTICE

1.  National and Community guides referred to in Articles 7 to 9 of this Regulation should
contain guidance on good hygiene practice for the control of hazards in primary production
and associated operations.

2. Guides to good hygiene practice should include appropriate information on hazards that may
arise in primary production and associated operations and actions to control hazards,
including relevant measures set out in Community and national legislation or national and
Community programmes. Examples of such hazards and measures may include:

(a) the control of contamination such as mycotoxins, heavy metals and radioactive material;

(b) the use of water, organic waste and fertilisers;

(c) the correct and appropriate use of plant protection products and biocides and their

traceability;

(d) the correct and appropriate use of veterinary medicinal products and feed additives and

their traceability;

(e) the preparation, storage, use and traceability of feed;
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(h)

(1)

@)

the proper disposal of dead animals, waste and litter;

protective measures to prevent the introduction of contagious diseases transmissible to

humans through food, and any obligation to notify the competent authority;
procedures, practices and methods to ensure that food is produced, handled, packed,
stored and transported under appropriate hygienic conditions, including effective
cleaning and pest-control;

measures relating to the cleanliness of slaughter and production animals;

measures relating to record-keeping.






ANNEX II

GENERAL HYGIENE REQUIREMENTS FOR ALL FOOD BUSINESS OPERATORS
(EXCEPT WHEN ANNEX I APPLIES)

INTRODUCTION

Chapters V to XII apply to all stages of production, processing and distribution of food and the

remaining Chapters apply as follows:

— Chapter I applies to all food premises, except premises to which Chapter III applies;

— Chapter II applies to all rooms where food is prepared, treated or processed, except dining

areas and premises to which Chapter III applies;

— Chapter III applies to those premises listed in the heading to the Chapter;

— Chapter IV applies to all transportation.

CHAPTER I

GENERAL REQUIREMENTS FOR FOOD PREMISES
(OTHER THAN THOSE SPECIFIED IN CHAPTER I1I)

1.  Food premises are to be kept clean and maintained in good repair and condition.





The layout, design, construction, siting and size of food premises are to:

(2)

(b)

(©)

(d)

permit adequate maintenance, cleaning and/or disinfection, avoid or minimise air-borne
contamination, and provide adequate working space to allow for the hygienic

performance of all operations;

be such as to protect against the accumulation of dirt, contact with toxic materials, the
shedding of particles into food and the formation of condensation or undesirable mould

on surfaces;

permit good food hygiene practices, including protection against contamination and, in

particular, pest control; and

where necessary, provide suitable temperature-controlled handling and storage
conditions of sufficient capacity for maintaining foodstuffs at appropriate temperatures
and designed to allow those temperatures to be monitored and, where necessary,

recorded.

An adequate number of flush lavatories are to be available and connected to an effective

drainage system. Lavatories are not to open directly into rooms in which food is handled.

An adequate number of washbasins is to be available, suitably located and designated for

cleaning hands. Washbasins for cleaning hands are to be provided with hot and cold running

water, materials for cleaning hands and for hygienic drying. Where necessary, the facilities

for washing food are to be separate from the hand-washing facility.





10.

There is to be suitable and sufficient means of natural or mechanical ventilation. Mechanical
airflow from a contaminated area to a clean area is to be avoided. Ventilation systems are to
be so constructed as to enable filters and other parts requiring cleaning or replacement to be

readily accessible.

Sanitary conveniences are to have adequate natural or mechanical ventilation.

Food premises are to have adequate natural and/or artificial lighting.

Drainage facilities are to be adequate for the purpose intended. They are to be designed and
constructed to avoid the risk of contamination. Where drainage channels are fully or partially
open, they are to be so designed as to ensure that waste does not flow from a contaminated
area towards or into a clean area, in particular an area where foods likely to present a high risk
to the final consumer are handled.

Where necessary, adequate changing facilities for personnel are to be provided.

Cleaning agents and disinfectants are not to be stored in areas where food is handled.





CHAPTER II

SPECIFIC REQUIREMENTS IN ROOMS WHERE FOODSTUFFS ARE PREPARED,

TREATED OR PROCESSED (EXCLUDING DINING AREAS
AND THOSE PREMISES SPECIFIED IN CHAPTER III)

In rooms where food is prepared, treated or processed (excluding dining areas and those

premises specified in Chapter III, but including rooms contained in means of transport) the

design and layout are to permit good food hygiene practices, including protection against

contamination between and during operations. In particular:

(a)

(b)

(©)

floor surfaces are to be maintained in a sound condition and be easy to clean and, where
necessary, to disinfect. This will require the use of impervious, non-absorbent,
washable and non-toxic materials unless food business operators can satisfy the
competent authority that other materials used are appropriate. Where appropriate, floors

are to allow adequate surface drainage;

wall surfaces are to be maintained in a sound condition and be easy to clean and, where
necessary, to disinfect. This will require the use of impervious, non-absorbent,
washable and non-toxic materials and require a smooth surface up to a height
appropriate for the operations unless food business operators can satisfy the competent

authority that other materials used are appropriate;

ceilings (or, where there are no ceilings, the interior surface of the roof) and overhead
fixtures are to be constructed and finished so as to prevent the accumulation of dirt and

to reduce condensation, the growth of undesirable mould and the shedding of particles;





(d)

(e)

)]

windows and other openings are to be constructed to prevent the accumulation of dirt.
Those which can be opened to the outside environment are, where necessary, to be fitted
with insect-proof screens which can be easily removed for cleaning. Where open
windows would result in contamination, windows are to remain closed and fixed during

production;

doors are to be easy to clean and, where necessary, to disinfect. This will require the
use of smooth and non-absorbent surfaces unless food business operators can satisfy the

competent authority that other materials used are appropriate; and

surfaces (including surfaces of equipment) in areas where foods are handled and in
particular those in contact with food are to be maintained in a sound condition and be
easy to clean and, where necessary, to disinfect. This will require the use of smooth,
washable corrosion-resistant and non-toxic materials, unless food business operators can

satisfy the competent authority that other materials used are appropriate.

Adequate facilities are to be provided, where necessary, for the cleaning, disinfecting and

storage of working utensils and equipment. These facilities are to be constructed of

corrosion-resistant materials, be easy to clean and have an adequate supply of hot and cold

water.

Adequate provision is to be made, where necessary, for washing food. Every sink or other

such facility provided for the washing of food is to have an adequate supply of hot and/or cold

potable water consistent with the requirements of Chapter VII and be kept clean and, where

necessary, disinfected.





CHAPTER III

REQUIREMENTS FOR MOVABLE AND/OR TEMPORARY PREMISES
(SUCH AS MARQUEES, MARKET STALLS, MOBILE SALES VEHICLES),
PREMISES USED PRIMARILY AS A PRIVATE DWELLING HOUSE BUT WHERE
FOODS ARE REGULARLY PREPARED FOR PLACING ON THE MARKET,
AND VENDING MACHINES

Premises and vending machines are, so far as is reasonably practicable, to be so sited,
designed, constructed and kept clean and maintained in good repair and condition as to avoid

the risk of contamination, in particular by animals and pests.

In particular, where necessary:

(a) appropriate facilities are to be available to maintain adequate personal hygiene
(including facilities for the hygienic washing and drying of hands, hygienic sanitary

arrangements and changing facilities);

(b) surfaces in contact with food are to be in a sound condition and be easy to clean and,
where necessary, to disinfect. This will require the use of smooth, washable,
corrosion-resistant and non-toxic materials, unless food business operators can satisfy

the competent authority that other materials used are appropriate;

(¢) adequate provision is to be made for the cleaning and, where necessary, disinfecting of

working utensils and equipment;





(d)

(e)

®

(2

(h)

where foodstuffs are cleaned as part of the food business' operations, adequate provision

is to be made for this to be undertaken hygienically;

an adequate supply of hot and/or cold potable water is to be available;

adequate arrangements and/or facilities for the hygienic storage and disposal of
hazardous and/or inedible substances and waste (whether liquid or solid) are to be

available;

adequate facilities and/or arrangements for maintaining and monitoring suitable food

temperature conditions are to be available;

foodstuffs are to be so placed as to avoid the risk of contamination so far as is

reasonably practicable.

CHAPTER IV

TRANSPORT

Conveyances and/or containers used for transporting foodstuffs are to be kept clean and

maintained in good repair and condition to protect foodstuffs from contamination and are,

where necessary, to be designed and constructed to permit adequate cleaning and/or

disinfection.





Receptacles in vehicles and/or containers are not to be used for transporting anything other

than foodstuffs where this may result in contamination.

Where conveyances and/or containers are used for transporting anything in addition to
foodstuffs or for transporting different foodstuffs at the same time, there is, where necessary,

to be effective separation of products.

Bulk foodstuffs in liquid, granulate or powder form are to be transported in receptacles and/or
containers/tankers reserved for the transport of foodstuffs. Such containers are to be marked
in a clearly visible and indelible fashion, in one or more Community languages, to show that

they are used for the transport of foodstuffs, or are to be marked "for foodstuffs only".

Where conveyances and/or containers have been used for transporting anything other than
foodstuffs or for transporting different foodstuffs, there is to be effective cleaning between

loads to avoid the risk of contamination.

Foodstuffs in conveyances and/or containers are to be so placed and protected as to minimise

the risk of contamination.

Where necessary, conveyances and/or containers used for transporting foodstuffs are to be
capable of maintaining foodstuffs at appropriate temperatures and allow those temperatures to

be monitored.





CHAPTER V

EQUIPMENT REQUIREMENTS

All articles, fittings and equipment with which food comes into contact are to:

(a) be effectively cleaned and, where necessary, disinfected. Cleaning and disinfection are

to take place at a frequency sufficient to avoid any risk of contamination;

(b) Dbe so constructed, be of such materials and be kept in such good order, repair and

condition as to minimise any risk of contamination;

(c) with the exception of non-returnable containers and packaging, be so constructed, be of
such materials and be kept in such good order, repair and condition as to enable them to

be kept clean and, where necessary, to be disinfected; and

(d) be installed in such a manner as to allow adequate cleaning of the equipment and the

surrounding area.

Where necessary, equipment is to be fitted with any appropriate control device to guarantee

fulfilment of this Regulation's objectives.

Where chemical additives have to be used to prevent corrosion of equipment and containers,

they are to be used in accordance with good practice.





CHAPTER VI

FOOD WASTE

Food waste, non-edible by-products and other refuse are to be removed from rooms where

food is present as quickly as possible, so as to avoid their accumulation.

Food waste, non-edible by-products and other refuse are to be deposited in closable
containers, unless food business operators can demonstrate to the competent authority that
other types of containers or evacuation systems used are appropriate. These containers are to
be of an appropriate construction, kept in sound condition, be easy to clean and,

where necessary, to disinfect.

Adequate provision is to be made for the storage and disposal of food waste, non-edible
by-products and other refuse. Refuse stores are to be designed and managed in such a way as

to enable them to be kept clean and, where necessary, free of animals and pests.
All waste is to be eliminated in a hygienic and environmentally friendly way in accordance
with Community legislation applicable to that effect, and is not to constitute a direct or
indirect source of contamination.

CHAPTER VII

WATER SUPPLY

(a) There is to be an adequate supply of potable water, which is to be used whenever

necessary to ensure that foodstuffs are not contaminated;





(b) Clean water may be used with whole fishery products. Clean seawater may be used
with live bivalve molluscs, echinoderms, tunicates and marine gastropods; clean water
may also be used for external washing. When such water is used, adequate facilities are

to be available for its supply.

Where non-potable water is used, for example for fire control, steam production, refrigeration
and other similar purposes, it is to circulate in a separate duly identified system. Non-potable

water is not to connect with, or allow reflux into, potable water systems.

Recycled water used in processing or as an ingredient is not to present a risk of
contamination. It is to be of the same standard as potable water, unless the competent
authority is satisfied that the quality of the water cannot affect the wholesomeness of the

foodstuff in its finished form.

Ice which comes into contact with food or which may contaminate food is to be made from
potable water or, when used to chill whole fishery products, clean water. It is to be made,

handled and stored under conditions that protect it from contamination.

Steam used directly in contact with food is not to contain any substance that presents a hazard

to health or is likely to contaminate the food.

Where heat treatment is applied to foodstuffs in hermetically sealed containers it is to be
ensured that water used to cool the containers after heat treatment is not a source of

contamination for the foodstuff.





CHAPTER VIII

PERSONAL HYGIENE

Every person working in a food-handling area is to maintain a high degree of personal

cleanliness and is to wear suitable, clean and, where necessary, protective clothing.

No person suffering from, or being a carrier of a disease likely to be transmitted through food
or afflicted, for example, with infected wounds, skin infections, sores or diarrhoea is to be
permitted to handle food or enter any food-handling area in any capacity if there is any
likelihood of direct or indirect contamination. Any person so affected and employed in a food
business and who is likely to come into contact with food is to report immediately the illness

or symptoms, and if possible their causes, to the food business operator.

CHAPTER IX

PROVISIONS APPLICABLE TO FOODSTUFFS

A food business operator is not to accept raw materials or ingredients, other than live animals,
or any other material used in processing products, if they are known to be, or might
reasonably be expected to be, contaminated with parasites, pathogenic microorganisms or
toxic, decomposed or foreign substances to such an extent that, even after the food business
operator had hygienically applied normal sorting and/or preparatory or processing procedures,

the final product would be unfit for human consumption.





Raw materials and all ingredients stored in a food business are to be kept in appropriate

conditions designed to prevent harmful deterioration and protect them from contamination.

At all stages of production, processing and distribution, food is to be protected against any
contamination likely to render the food unfit for human consumption, injurious to health or
contaminated in such a way that it would be unreasonable to expect it to be consumed in that

state.

Adequate procedures are to be in place to control pests. Adequate procedures are also to be in
place to prevent domestic animals from having access to places where food is prepared,
handled or stored (or, where the competent authority so permits in special cases, to prevent

such access from resulting in contamination).

Raw materials, ingredients, intermediate products and finished products likely to support the
reproduction of pathogenic micro-organisms or the formation of toxins are not to be kept at
temperatures that might result in a risk to health. The cold chain is not to be interrupted.
However, limited periods outside temperature control are permitted, to accommodate the
practicalities of handling during preparation, transport, storage, display and service of food,
provided that it does not result in a risk to health. Food businesses manufacturing, handling
and wrapping processed foodstuffs are to have suitable rooms, large enough for the separate

storage of raw materials from processed material and sufficient separate refrigerated storage.

Where foodstuffs are to be held or served at chilled temperatures they are to be cooled as
quickly as possible following the heat-processing stage, or final preparation stage if no heat

process is applied, to a temperature which does not result in a risk to health.





The thawing of foodstuffs is to be undertaken in such a way as to minimise the risk of growth
of pathogenic microorganisms or the formation of toxins in the foods. During thawing, foods
are to be subjected to temperatures that would not result in a risk to health. Where run-off
liquid from the thawing process may present a risk to health it is to be adequately drained.
Following thawing, food is to be handled in such a manner as to minimise the risk of growth

of pathogenic microorganisms or the formation of toxins.

Hazardous and/or inedible substances, including animal feed, are to be adequately labelled

and stored in separate and secure containers.

CHAPTER X

PROVISIONS APPLICABLE TO THE WRAPPING
AND PACKAGING OF FOODSTUFFS

Material used for wrapping and packaging are not to be a source of contamination.

Wrapping materials are to be stored in such a manner that they are not exposed to a risk of

contamination.

Wrapping and packaging operations are to be carried out so as to avoid contamination of the
products. Where appropriate and in particular in the case of cans and glass jars, the integrity

of the container's construction and its cleanliness is to be assured.

Wrapping and packaging material re-used for foodstuffs is to be easy to clean and, where

necessary, to disinfect.





CHAPTER XI

HEAT TREATMENT

The following requirements apply only to food placed on the market in hermetically sealed

containers:

1.  any heat treatment process used to process an unprocessed product or to process further a

processed product is:

(a) toraise every party of the product treated to a given temperature for a given period of

time; and
(b) to prevent the product from becoming contaminated during the process;
2. to ensure that the process employed achieves the desired objectives, food business operators
are to check regularly the main relevant parameters (particularly temperature, pressure,

sealing and microbiology), including by the use of automatic devices;

3. the process used should conform to an internationally recognised standard (for example,

pasteurisation, ultra high temperature or sterilisation).





CHAPTER XII

TRAINING

Food business operators are to ensure:

1. that food handlers are supervised and instructed and/or trained in food hygiene matters

commensurate with their work activity;

2. that those responsible for the development and maintenance of the procedure referred to in
Article 5(1) of this Regulation or for the operation of relevant guides have received adequate

training in the application of the HACCP principles; and

3.  compliance with any requirements of national law concerning training programmes for

persons working in certain food sectors.
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The price of honey is always a subject for negotiations. It can vary depending on honey
origin, quality and quantities. Having no information on quality of Armenian buckwheat
honey, we can only make some approximate assumptions on possible exporting prices of
Armenian buckwheat honey based on average bulk prices of honey in EU (see Table 22).

Table 22 Honey import volumes and prices by country

Country Quantity, Value, Price per 1 ton USD | Estimated price per
tons (2013) USD (2013) (2013) 1 ton USD (2015)*
Germany 88,200 313,458,000 3,554 3,909
UK 38,140 125,974,000 3,303 3,633
France 28,667 112,616,000 3,928 4,321
Italy 18,489 75,207,000 4,068 4,474
Spain 22,095 53,047,000 2,401 2,641
Poland 20,156 48,224,000 2,393 2,632
Netherlands 12,639 46,433,000 3,674 4,041
Austria 8,619 34,845,000 4,043 4,447
Sweden 4,770 21,429,000 4,492 4,942
Ireland 3,695 19,946,000 5,398 5,938
Denmark 4,885 16,233,000 3,323 3,655
Slovakia 2,612 12,430,000 4,759 5,235
Greece 3,439 12,356,000 3,593 3,952
Czech Republic 2,083 8,125,000 3,901 4,291
Finland 1,469 7,920,000 5,391 5,931
Portugal 1,943 7,568,000 3,895 4,285
Romania 2,967 5,506,000 1,856 2,041
Slovenia 982 4,364,000 4,444 4,888
Bulgaria 1,806 3,751,000 2,077 2,285
Lithuania 994 2,730,000 2,746 3,021
Cyprus 334 1,501,000 4,494 4,943
Croatia 331 1,063,000 3,211 3,533
Estonia 196 931,000 4,750 5,225
Latvia 327 878,000 2,685 2,954
Malta 106 559,000 5,274 5,801
Hungary 45 266,000 5,911 6,502

*The latest statistics for EU is available for 2013 only. The prices for 2015 are estimated considering the
growth rate of honey international bulk prices in 2013-2015.

Chinese buckwheat honey is the cheapest available honey in the international market. It
starts from USD 1500 for 1 ton of honey. The price of Ukrainian buckwheat honey varies
from USD 3500 to USD 5000 for 1ton. Probably, we should take USD 4000 as possible
bulk exporting price for Armenian buckwheat honey. The best way to sell honey at
higher price ranges in Europe is to obtain organic food certification. However, it seems to
be very difficult for buckwheat honey producers in Armenia to obtain organic food
certificate, because one of the conditions for organic honey production is the absence of
chemical contamination within a 3km radius from the beehives. We should also consider
that Fairtrade establishes minimum prices and premiums for all certified products. When
the market price is higher than the Fairtrade minimum price, producers should receive the
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current market price or the price negotiated at contract signing. Fairtrade minimum prices
of honey are presented in the table below.

Table 23Fairtrade minimum prices of honey per 1kg

Organic, A Quality Organic, B Quality Conventional, A Quality | Conventional, A Quality

USD 2.95 USD 2.66 USD 2.55 USD 2.30

It is obvious that producer groups engaged in buckwheat and buckwheat honey production
will not be able to achieve foreign market without external support. Thus, ENPARD project
can undertake some activities towards facilitation of producer groups. Particularly, the
following interventions are recommended:

1)

2)

Awareness rising of consumers- Production of buckwheat is a new practice for
Armenia and population is not aware about the initiative of its cultivation. It means that
consumers may suspect the origin and quality of buckwheat honey suggested them.
Thus, ENPARD project might design an awareness-raising program on buckwheat and
buckwheat honey production in Armenia by which healthy qualities of buckwheat
honey can be introduced and promoted. Probably, participation in thematic telecasts
and descriptive articles in printed media may be the best options.

Establishment of administrative unit-To make it possible that all farmer groups
produce honey with the same quality and in line with European requirements, an
administrative unit controlling and regulating the activities of all producer groups
should be created. In line with the requirements of Fairtrade standards, the best option
can be the Association of Producers with the following functions:

a. Examine the European standards and requirements of beekeeping, honey
production, packaging and labeling (particularly, Fairtrade standard)

b. Develop a guide for producer groups on basic principles of advanced beekeeping

and disease control systems according to European standards

Organize trainings to improve professional skills and knowledge of producer groups

Control activity of groups in terms of compliance with determined principles of

beekeeping and honey production

Establish blending facility and produce experimental blended honey

Organize the sales of produced blended honey through retail chain

Apply for certification for exporting to European market

Contact with potential buyers, identify their demand, negotiate and make

agreements.

I. Control financial and product flows.

o o

Sa@ ™o
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ANNEXES

1) List of interviewed honey producer farmers

Marz Community Name Phone
Aragatsotn Zarinja Mkrtich Hakobyan +374 91188760
Aragatsotn Zarinja Ogsen Ghazaryan +374 94535392
Aragatsotn Tatul Norik Avagyan +374 77542243
Aragatsotn Tatul Mushegh Karapetyan n/a
Aragatsotn Suser Gora Mkhitaryan +374 93435189
Aragatsotn Suser Taronik Hakobyan +374 93441318
Gegharkunik Tsovagyugh Misha +374 98467036
Gegharkunik Tsovagyugh Paylak Grigoryan +374 93340144
Gegharkunik Kakhakn Armen Shirvanyan +374 94430147
Gegharkunik Kakhakn Khachik Lalayan +374 93847340
Gegharkunik Shatvan Sayat Harutyunyan +374 93232650
Gegharkunik Shatvan Artash Papanyan +374 93717569
Lori Lernantsk Vardan Arakelyan +374 77715558
Lori Lernantsk Levon Vardanyan +374 94023563
Lori Katnajur Siranush Rshoyan +374 91195769
Lori Katnajur Samvel Manukyan +374 77637177
Lori Mets Parni Vahan Nazaryan +374 41799799
Lori Mets Parni Albert Palyan +374 77408099
Kotayk Lernanist Albert Harutyunyan +374 91101489
Kotayk Lernanist Artyom Hayrapetyan +374 94553304
Kotayk Solak Mayis Hayrapetyan +374 77051953
Kotayk Solak Armen Sargsyan +374 98888710
Kotayk Kaghsi Armenak Hambardzumyan +374 93506745
Kotayk Kaghsi Jonik Manukyan +374 99008909
Shirak Azatan Karapet Mkhoyan +374 93323017
Shirak Azatan Sos Sahakyan +374 98460283
Shirak Akhuryan Garnik Simonyan +374 94161513
Shirak Akhuryan Jivan Aslanyan +374 94343235
Shirak Jrarpi Gegham Grigoryan +374 93847374
Shirak Jrarpi Hripsime Petrosyan +374 94134319
Syunik Brnakot Avag Grigoryan +374 98397383
Syunik Brnakot Argam Barsamyan +374 94003827
Syunik Shaghat Papin Eghyan +374 94548890
Syunik Shaghat Sasun Stepanyan +374 98631837
Syunik Shaki Slavik Babayan +374 94819916
Syunik Shaki Gurgen Harutyunyan +374 98566899
Vayots Dzor Gndevaz Armen Hambardzumyan +374 94040569
Vayots Dzor Zaritap Gohar Safaryan +374 94752018
Vayots Dzor Zaritap Artak Taroyan +374 98066634
Vayots Dzor Martiros Tevos Sargsyan +374 77297788
Vayots Dzor Martiros Khachik Sahakyan +374 28296282
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2) List of interviewed companies

Company/Brand Role in VC Name Position Phone
ERRA honey Producer Ashot Director +374 91484402
A. Hovhannisyan P/E Hovhannisyan
MAG honey Producer Gurgen Hyusyan Director +374 93350134
G. Hyusyan P/E Exporter
Natural honey from Vardenis Producer Hakob Hayruni Director +374 93819022
H. Hayruni P/E
Bzzz honey Armenia Producer Shura Aslanyan Manager
Exporter
Tamara-Fruit CISC Producer AlfredSargsyan Marketing specialist +374 95 995000
Exporter
Multi Agro Producer Karen Aragelyan Deputy Director +374 91185751
Input supplier
Honey.am Wholesaler George Tabakyan | Director +374 94526984
Mer Sareri Holding Ltd Exporter

3) List of interviewed honey sector experts and representatives of supporting

organizations

Organization Name Position Phone
Nectar beekeepers union NGO Telman Nazaryan President +374 91484402
Association of farmers and Jivan Aslanyan President of NGO and head of +374 94343235

beekeepers of Artik region NGO

Shirak Agricu
center

Itural support marz

Ecoglobe LLC

Eliza Petrosyan

Administrator

+374 10221295

UNDP Project

Karen Avetisyan

Consultant in

apiculture

+374 91185751

Dilijan branchof Beecity
specialized shop

Norik Davtyan

Director

+374 93333851

National Statistical Service of RA

Arsen Avagyan

Head of agric
division

ulture statistics

+374 11564672

4) Sample and geography of honey market study and marketing experiments with

buckwheat honey

Population Hotels and Retail trade points Bakeries
restaurants
Yerevan 186 13 10 5
Shirak 30 2 3 1
Lori 40 2 1 1
Gegharkunik 40 3 1 1
Aragatsotn 21 2 2 1
Vayots Dzor 25 2 1 1
Tavush 23 2 2 0
Kotayk 40 4 2 1
Total 405 30 22 11
5) List of interviewed retail trade points
Organization Type Marz Community Address Phone
Hayr&Vordi Yeritsyanner | Supermarket Yerevan Yerevan 21 Papazyan str. +374 91378940
Hamé&Dav Supermarket Yerevan Yerevan 28 Artsaxi str. +374 77926651
Nona Supermarket Yerevan Yerevan 7 Alek Manukyan str. | +374 10555930
Tsiran Supermarket Yerevan Yerevan 5 Kilikia str. +374 91857353
Eva & Syuzi LLC Supermarket Yerevan Yerevan 5 Avan Arinj str. +374 55552200
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Pekin Shop Yerevan Yerevan 39/77 Komitas str. +374 10201625
Elena Sargsyan P/E Shop Yerevan Yerevan 63 Komitas str. +374 10234384
Vaz2 Shop Yerevan Yerevan 4 Moldovakan str. n/a

Punj Supermarket Yerevan Yerevan 5 Davit Balyan str. +374 99099710
Aygedzor Supermarket Yerevan Yerevan 2/1 Proshyan str. n/a

Norik Aslikyan P/E Supermarket Gegharkunik | Gavar 4 Nalbandyan str. +374 99140199
Pegas Shop Shirak Gyumri 169 Myasnikyan str. | +374 98654490
Korona Supermarket Shirak Gyumri 56 Gorki str. +374 93200185
Krpak Supermarket Shirak Gyumri 143/15 Khorenatsi str. | +374 94222077
Davit Supermarket Tavush ljevan n/a +374 91373060
Beecity Specialized shop | Tavush Dilijan 49 Gorki str. +374 93333851
Margar Hakobyan P/E Shop Ararat Artashat 23 Ogostos str. +374 77705026
Serob-Arman LLC Shop Vayots Dzor |Vayk n/a +374 94403020
Daniel-ash LLC Shop Aragatsotn | Ashtarak n/a +374 94902100
Artavazd Petrosyan LLC | Supermarket Armavir Armavir 3 Nalbandyan str. +374 91239554
Msheci Khoren Supermarket Armavir Armavir 8/6 Charents str. +374 91418360
Levon Chakhoyan P/E Shop Lori Vanadzor 122 Vardanants str. | +374 55665515

6) List of interviewed hotels and restaurants
Organization Type Marz Community Address Phone

Tomas Smoke Restaurant cafe Yerevan Yerevan 58 Hanrapetutyan str. +374 98761111
Charentsi 28 Restaurant Yerevan Yerevan 28 Charents str. +374 95570175
Aguatek Complex Restaurant Yerevan Yerevan 40/2 Myasnikyan str. +374 98922296
Ararat Hotel Yerevan Yerevan 7 G. Lusavorich str. +374 93271960
Metropol Hotel Yerevan Yerevan 2/2 Mashtots avenue +374 93355868
Nork Residence Hotel Yerevan Yerevan 56/1 Moldovakan str. +374 93539992
Amira Palace Hotel Yerevan Yerevan 55/7 Myasnikyan str. +374 93574488
Regine Hotel - Restaurant | Yerevan Yerevan 88 Bagrevand str. +374 96922752
Mush-Sasun Hotel - Restaurant | Yerevan Yerevan 1/7 Bagrevand str. +374 98743831
Park Avenue Hotel Yerevan Yerevan 21/5 Tevosyan str. +374 93666148
Anarik Kaghzvan Restaurant Yerevan Yerevan 24/1 Hovhannisyan str. +374 96624551
Firzhi Hotel - Restaurant | Yerevan Yerevan 286/7 Davit Bek str. +374 93204033
Armine Harutyunyan P/E Restaurant Yerevan Yerevan 11/1 Gyulikevkhyan str. +374 94388873
Masis Hotel - Restaurant | Kotayk Yerevan Block A +374 91828826
Adam Hotel Kotayk Jrvezh 21 Jrvezh str. +374 93820149
KAH Restaurant Kotayk Tsaghkadzor |n/a +374 94301706
Best Western Aghveran Hotel Kotayk Aghveran n/a +374 95433211
Vayk Hotel Vayots Dzor |Jermuk 10 a Jermuk roadway +374 93289326
Lchak Restaurant Vayots Dzor |Eghegnadzor |Yerevanyan roadway +374 93998990
Mosh Hotel Tavush ljevan 3 Yerevanyan str. +374 94031102
Dok Raz Restaurant Tavush ljevan 40 Ankakhutyan str. +374 91301905
Ashtaraki dzor Restaurant Aragatsotn Ashtarak n/a +374 98272829
Ureni Hotel Aragatsotn | Ashtarak 2 Ashtarak roadway +374 91017484
Narine Toplaghatsyan P/E | Restaurant Gegharkunik | Gavar 20 Zoravar Andranik str. +374 93721541
Alik Hotel Gegharkunik | Gavar 1 Zoravar Andranik str. +374 94449878
Berlin Art Hotel Hotel Shirak Gyumri 25 Haghtanaki str. +374 55377573
Vanatur Restaurant Shirak Gyumri 70 Gorki str. +374 94084099
Kristine Antonyan P/E Restaurant Armavir Armavir 17 Hanrapetutyan str. +374 237 29992
Oasis Restaurant Lori Vanadzor 42 Tigran Mets str. +374 98709912
Markosyan Mushegh P/E Restaurant Lori Vanadzor 2b Tigran Mets str. +374 91008028
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7) List of interviewed bakeries

Organization Marz Community Address Phone

Alina Sujoyan P/E Yerevan Yerevan 2/2 Bakunts str. +374 91111692
Antik Baghdasaryan P/E Yerevan Yerevan 28/5 Badal Muradyan str. +374 98276959
Hayr&Vordi Yeritsyanner Yerevan Yerevan 21/92 Papazyan str. n/a
Lucy dessert Yerevan Yerevan 27 Rubinyants str. +374 93334080
Lord Bakery Yerevan Yerevan Artsakhyan str. +374 77349070
Hekiat Kotayk Charentsavan 4 Proshyan str. +374 22644408
Gohar Asatryan P/E Aragatsotn Ashtarajk 4/2 Tigran Mets str. +374 98403890
Karine Karapetyan P/E Gegharkunik v. Gandzak n/a +374 77305306
Tigran Shirinyan P/E Vayots Dzor Eghegnadzor 2/25 Kamo str. +374 77770066
Camellia/ Art-HustleLLC Shirak Gyumri 14/4 Alek Manukyan str. +374 94219730
Araksya Hovhannisyan P/E | Lori Vanadzor 4/9 Myasnikyan str. +374 32245370

8) Opinion of population of Yerevan and marzes on buckwheat honey characteristics

Taste Smell Appearance
Assessment
Yerevan Marz Yerevan Marz Yerevan Marz

Very bad 5.5% 9.0% 12.2% 13.1% 6.1% 9.0%
Bad 8.3% 11.2% 7.7% 10.4% 5.0% 4.5%
Normal 17.1% 14.8% 19.9% 20.7% 20.1% 21.7%
Good 25.4% 27.4% 30.9% 18.9% 18.4% 21.3%
Very good 43.6% 37.7% 29.3% 36.9% 50.3% 43.4%
Total 100% 100% 100% 100% 100% 100%

9) Please mention what type of honey you tasted.

Type Share Type Share

Buckwheat honey 10.1% Cloves honey 0.2%
Multifloral honey 8.4% Rotten honey 0.2%
Comomile honey 4.0% Sunflower honey 0.2%
Tobacco honey 4.0% Nectar honey 0.2%
Linden Honey 2.0% Pear honey 0.2%
Thyme Honey 1.2% Linseed honey 0.2%
Poppy Honey 1.0% Not a flower honey 0.2%
Rose Honey 0.7% Bee honey 0.2%
Acacia Honey 0.7% Dapple honey 0.2%
Fir tree honey 0.7% Mint and clove honey 0.2%
Molten sugar 0.7% Herbal honey 0.2%
Onobrychis honey 0.7% Coniferous trees honey 0.2%
Fruit honey 0.5% Honey from Goris marz 0.2%
Not natural honey 0.5% Honey from Tsovagyugh community |0.2%
Mustard honey 0.5% Wild flower honey 0.2%
Apricot honey 0.5% Difficult to answer 59.0%
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Mint honey 0.5% Total 100.0%
Chestnuts honey 0.5%

10)Healthy options of buckwheat honey according to population

Options Share

It is healthy 6.9%
| guess it should be good for stomach and pancreas 3.7%
It is good for memory/mind 2.5%
The buckwheat is healthy, thus buckwheat honey also should be healthy 2.0%
Honey improves immune system and buckwheat is good for blood, thus their combination should 1.2%
be very healthy
It is good for digestion 1.2%
It regulates blood pressure 1.2%
It helps when you is sick 1.0%
It is good for stomach 1.0%
It is good for hearth 0.7%
It helps against diabetes 0.5%
It is good for blood 0.5%
It is good against inflammation 0.5%
It is good against cough 0.5%
It is good for bowels 0.5%
It is good against fecal impaction 0.2%
It is good for bones 0.2%
It is good against dizziness 0.2%
It is good for deep sleep 0.2%
It is good for eyes 0.2%
It is nourishing 0.2%
Difficult to answer 74.6%
Total 100.0%

11) Will the population buy buckwheat honey if it is produced in Armenia

Will buy, if... Yerevan - 66.9% | Will not buy, because... Yerevan - 16.0%
Marz - 37.5% Marz - 27.7%

the quality is high 40.0% Do not like it 40.2%
the price is affordable 27.3% Produces honey himself 13.0%
if it is pure 23.9% It is unknown honey 8.7%
if it is produce in hygienic conditions 10.2% There are better honeys 9.8%
if it has appropriate taste, smell, color
and density 10.2% Prefers polyfloral honey 7 6%
it is properly packed 3.4% Do not like buckwheat 6.5%
it is packed in glass jars 2.4% Buys only tried honey 5.4%
. . Consumes only small
it does not contain sugar 2 0% quantities 2,204
information about its healthy options is e
provided 2 0% Difficult to answer 6.5%
it is reliable 1.5% Total 100.0%

it is produced by farmers

1.5%

Difficult to answer

Yerevan - 17.1%
Marz - 34.8%

72




BUCKWHEAT HONEY MARKET STUDY

‘,g;M‘\

Marketing Plan

it is presented at retail trade points 1.0%

it is sold with combs 0.5%

they know producer personally 0.5%

there is an possibility to test it 0.5%

it helps against diabetes 0.5%

Total 100.0%

12) Where does the population buy honey
Yerevan Marzes

Directly from producers 62.4% 88.4%
From acquaintances (middleman) 30.9% 4.9%
From supermarkets 9.4% 4.5%
From itinerant vendors 4.4% 3.6%
Produce himself 1.7% 0.9%
From specialized shops 5.0% 0.9%
From the nearest shop 0.0% 0.9%
Imported from Russia 0.0% 0.4%

13) Preferences of population on honey packaging

Yerevan Marzes
Labeled glass jars 70.7% 71.4%
Unlabeled glass jars 32.6% 25.5%
Labeled plastic containers 2.8% 1.8%
Unlabeled plastic containers 3.3% 0.9%
Aluminum containers 0.6% 0.5%
Total 100.0% 100.0%

14) Honey related products consumed by the population

Yerevan Marzes
Honey with combs 44.2% 62.1%
Propolis 6.6% 18.8%
Royal Jelly 1.1% 4.9%
Apitoxin 0.0% 4.5%
Honey capping 1.1% 0.4%
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