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https://www.arlis.am/DocumentView.aspx?DocID=99577


 

« »  41 

 38 

 
 1.14   

    
31 

 

 

 

 

 

 

 

                                                 
31   :  



 

   

 39 

 2 

  

   
 

2.1 «  »   

   
 

   ,  -

     , -

   ,    -

 1     0,355 ,  0,25 -    -

 :   ,      1 

     0.461 32: 
 

 
 

 2.1  

        

 ( )33 

 

      

1     91.3  (     ): 

 ,       -

         

,    ,   

    :    , -

 ( ), , , , , : 
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33 https://www.statista.com 
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 2.1 

    2012-2019 . 

 

34 

-

  
 

-

 

2012 23 8 15 1 286 693  

2013 20 10 11 897 720  

2014 30 17 13 2 988 2 792 

2015 99 91 9 19 388 19 342 

2016 67 59 9 11 855 11 618 

2017 133 124 10 20 114 19 935 

2018 171 158 15 27 462 27 312 

2019 169 158 14 22 230 22 136 

 

, 2015 .      99 -

 ,  29   1%   : -

        82.6%-

:  5%      4 -

      37.7%- : 

2016 .        

 32%-   67 ,   1%  

      -

     83.6%:    5% 

 -

 32.7%:  

      -

     133:  ,  

        -

: , 1%      -

   2- ,       

 77%: 5%  -

%- :  

 , 

,   - 1%   -

     39,   -

     58%:  201  -

 % -

 -
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2012-2019 .     

     ,   

  ,    -

      ,   -

        -

 

 ,     -

      10%   ,   

      -

    

      -

   : 

   ,  -

,   24-30-  : 2015 .     

 26, 2016 .` 24, 2017 .` 30, 2018 .` 29,  2019 .` 28  

: 

     , 

      -

,        

,    88-90%-      -

  : 

-

 -

 
 

 2.2  

   , 2012-2019 .35 

 
 

 

 

 

 

 

2012 235.000 1.286 236.286 

2013 169.000 897 169.897 

2014 220.000 2.988 222.988 

2015 187.885 19.388 207.273 

2016 180.000 11.855 191.855 

2017 169.200 20.114 189.314 

2018 177.053 27.462 204.516 

2019 177.235 22.230 199.465 

 

2012-2019 .      ,   

-         

                                                 
35 2018 .   -    ,    -

- , ,  ,   -   
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36 http://www.competition.am/index.php?menu=147&lng=1 
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,     (  3.1)   -
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 2011-2015 .,        

      , 
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230  ,  10  240   -  , 

  5   207  :  
 

 
 

 3.1  

  (  )   

  , , 2011/1-2020/0937 

 

 3.1-     ,    -

        -

 ,    

  ,   -

      (  3.1)      

   ,       -

 ,      -

: 
 

 3.1  

     

    
 

Արգենտինա Կանադա Ֆրանսիա Միացյալ Թագ․ Ղազախստան Ռուսաստան ԱՄՆ ՈՒկրաինա

Արգենտինա 1

Կանադա 0.85 1

Ֆրանսիա 0.89 0.85 1

Միացյալ Թագ․ 0.92 0.83 0.97 1

Ղազախստան 0.74 0.39 0.66 0.66 1

Ռուսաստան 0.88 0.67 0.96 0.95 0.73 1

ԱՄՆ 0.94 0.90 0.95 0.96 0.72 0.93 1

ՈՒկրաինա 0.95 0.86 0.97 0.97 0.74 0.98 0.96 1  
 

 

                                                 
37  -      (FAO)` 

https://fpma.apps.fao.org/giews/food-prices/tool/public/?fbclid=IwAR0XcZpJX_ 

7o3J3ostw05mOTc5aZyU459Z_U3kFPjimMZx-L5OZX4tsWeM#/dataset/international: 
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     2011-2020 . 

(   - )38 
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     -

   ,      

       -

,   2011 .     

    30%- , 2015 .   33%- ,  

2019-2020     37%- :  

    , -

      -

       

                                                 
38  -      (FAO)` 

http://www.fao.org-

/worldfoodsituation/csdb/en/#:~:text=FAO's%20forecast%20for%20world%20wheat,of%20around-

%20765%20million%20tonnes: 
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 3.4),       -

   (  1):  
 

 
 3.4  

     -  

 , , 1990-2020 .41 

 

,    3.4-    1-  -

 ,   ,    

       

, ,      , 

        

  

       -

      ,  

      

       

- ,       

      

    ( )    

,      -  

  42,       -

,     /    

(  2):   ,    -

 ,      -

   

,    . 

FOOD_PA     ,   

,  

                                                 
41  -      (FAO)` 

http://www.fao.org/worldfoodsituation/foodpricesindex/en/  
42      Eviews8   

Corr = 0.97 

Պարենի գների համաթիվ 

http://www.fao.org/worldfoodsituation/foodpricesindex/en/
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GAP_US     , 

GAP_EU     , 

GAP_CH     : 

   

       

  ,    

 100 , ,  ,      

        -

   

     (   -

   Augmented Dickey-Fuller (ADF)  ), 

  ,      3.5- ,  

 ( )      

,       

 ,     3.2-   

  (Akaike, Hannan-Quine, Schwarz Information 

criterias)      2  

,      , 

 ,       

 ,       
 

 
 3.5  

AR    
 

 3.2 

      

Lag LogL LR FPE AIC SC HQ 

0 -378.4367 NA 0.002205 8.072352 8.206766 8.126665 

1 -156.6194 415.6155 3.50e-05 3.928830 4.735318 4.254712 

2 -77.51392 139.8919* 1.13e-05* 2.789767* 4.268327* 3.387216* 

3 -62.21805 25.43944 1.40e-05 2.994064 5.144697 3.863081 

4 -43.66596 28.90220 1.63e-05 3.129810 5.952516 4.270395 

5 -18.85609 36.03961 1.70e-05 3.133812 6.628591 4.545965 

6 0.157278 25.61801 2.03e-05 3.259847 7.426699 4.943568 

7 27.22625 33.62252 2.09e-05 3.216289 8.055214 5.171578 

8 52.54900 28.78796 2.31e-05 3.209495 8.720492 5.436351 
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http://www.fao.org/-

worldfoodsituation/csdb/en/#::text=FAO's%20forecast%20for%20world%20wheat,of%20around%2076

5%20million%20tonnes: 

Կանադա Ֆրանսիա Միաց. Թագ․ Ռուսաստան ԱՄՆ ՈՒկրաինա Հաց․-ձավար․

Կանադա 1.00

Ֆրանսիա 0.85 1.00

Միացյալ Թագ․ 0.83 0.97 1.00

Ռուսաստան 0.67 0.96 0.95 1.00

ԱՄՆ 0.90 0.95 0.96 0.93 1.00

ՈՒկրաինա 0.86 0.97 0.97 0.98 0.96 1.00

Հաց․-ձավար․ 0.92 0.95 0.93 0.87 0.95 0.97 1.00

http://www.fao.org/%1fworldfoodsituation/csdb/en/#::text=FAO's%20forecast%20for%20world%20wheat,of%20around%20765%20million%20tonnes
http://www.fao.org/%1fworldfoodsituation/csdb/en/#::text=FAO's%20forecast%20for%20world%20wheat,of%20around%20765%20million%20tonnes
http://www.fao.org/%1fworldfoodsituation/csdb/en/#::text=FAO's%20forecast%20for%20world%20wheat,of%20around%20765%20million%20tonnes
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Թողարկում 
1/

Ամբողջական 

առաջարկ 
2/

Սպառում 

(Utilization)
Առևտուր 

3/

Պաշարներ՝ 

ժամանակա

շրջանի 

վերջում  
4/

Համաշխարհային 

պաշարներ /սպառում 

հարաբերակցություն, 

Հիմնական 

արտահանող 

երկրներում պաշարներ 

/ արտադրություն 

հարաբերակցությունը 
5/

2011/12 699.0 901.7 693.2 149.2 204.2 29.9 18.8

2012/13 658.6 862.8 682.3 143.6 185.3 26.8 15.1

2013/14 715.3 900.6 692.2 159.4 200.4 28.3 16.0

2014/15 735.2 935.6 708.1 156.6 228.2 31.9 18.8

2015/16 737.3 965.4 717.1 167.5 242.6 32.9 18.0

2016/17 763.5 1,006.2 736.9 176.9 265.0 35.9 19.8

2017/18 761.6 1,026.6 738.1 177.4 287.0 38.2 21.0

2018/19 732.4 1,019.4 751.4 168.3 271.0 36.1 18.1

2019/20 761.6 1,032.7 750.8 184.2 274.7 36.3 15.3

2020/21 764.9 1,039.7 756.6 184.5 284.8 36.9 15.5
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http://www.fao.org/worldfoodsituation/csdb/en/#:~:text=FAO's%20forecast%20for%20world%20whea

t,of%20around%20765%20million%20tonnes:  

http://www.fao.org/worldfoodsituation/csdb/en/#:~:text=FAO's%20forecast%20for%20world%20wheat,of%20around%20765%20million%20tonnes
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Purpose, objectives, and methodology of the research 

The share of food expenditures in the structure of household expenditures in the 

Republic of Armenia is quite large (as a rule, this share decreases with the growth of public 

incomes) due to the high sensitivity of consumers to food markets and their price 

fluctuations. This is especially true in the case of necessities, such as wheat and flour, price 

elasticity of demand of which is not high, and the market with high prices, such as food, 

poses a potential risk in terms of security and price discrimination.  

Also, wheat flour is a strategic commodity, the price fluctuations of which not only 

directly affect the structure and consumption by the population majority, but also their 

price is decisive for many products in the process of their pricing. Therefore, the study of 

these product markets, participants, their composition and shares, and the competitive 

conditions, and the assessment of the degree of market centralization, will provide a 

necessary basis for preventing anti-competitive agreements and unreasonable price 

fluctuations as a result.  

Therefore, the primary purpose of the research is a comprehensive study of the state 

of competition in the wheat and flour markets of the Republic of Armenia, assessment of 

the market participants' share of the state of competition in 2015-2020, detection of abuses 

of dominant position, anti-competitive measures and state protection of competition is the 

development of policy-making proposals. 

The object of the research is RA wheat flour markets  and the competitive situation in 

them. The research subject is the evaluation of the market participants, their parts and 

their potential fluctuations in the market prices, and the possibilities of the state to prevent 

them and develop proposals. 
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The main issues stem from the purpose of the research, and they are as follows: 

1. Most of the flour consumed by the population of the Republic of Armenia is 

provided at the expense of local production, however, wheat, which is the raw material of 

the latter, is mainly imported. Thus, in 2010-2018, the share of imports of only wheat into 

the Republic of Armenia had consistently exceeded the domestic production, except for 

2016. In other words, during the whole period under review, imported wheat had a 

significant share in the total volume of wheat consumed in Armenia, so the latter has a 

significant impact on both domestic prices of wheat and the prices of flour, bread, and 

bakery products derived from it. Therefore, the geographical and product borders of the RA 

wheat and flour markets, market identification and market sales levels, and the complete sales 

chain were considered as primary priorities. 

2. The regulation of the economy as a whole, as well as individual commodity markets 

in the conditions of the market economy, is carried out within the framework of legislation 

and competition protection, which is designed to promote the country's economy, ensure 

fair competition and protect the interests of consumers. This is especially true in 

commodity markets, which assume daily consumption, making the provision of a 

competitive environment a priority for the state. Therefore, one of the cornerstones of the 

state's economic policy is the development of effective competition legislation and the 

implementation of effective policies based on it (anti-competitive manifestations - the 

problems associated with it are often due to the imperfection of the legislation). Therefore, 

as a possible issue, the legislative framework regulating RA wheat flour markets and ensuring 

competition in the sphere by the state was discussed. 

3. The Republic of Armenia is a small country with an open economy, on which the 

influence of external factors is quite considerable. In terms of many essential goods, 

importers in the domestic market have significant shares, often dominating domestic 

producers. The problem becomes more evident in the case of wheat flour markets, as the 

latter are considered products of strategic importance, wheat bread being the third in the 

consumer basket of the Republic of Armenia (4.7% in 2018), about 90% of the demand is 

satisfied by imports (In the last two years, the level of self-sufficiency of wheat in Armenia 

was 37.5 and 24.7%49, respectively). Therefore, it is necessary to study the price of wheat 

grown in the international wheat market in certain time intervals, as a given quantity 

(element) of the RA wheat market's cost price, to understand the main tendencies of the 

latter  changes in the given period. Simultaneously, the study of the local wheat market in 

the same period will allow to identify possible quantitative and temporal gaps between the 

international and local prices of these products, of course, taking into account the purchase, 

transfer, storage, harvest, seasonality in importing countries the influence of other factors 

that cause these ruptures. Investigating the cause-and-effect relationship of possible breaks 

will allow us to identify the peculiarities and problems of the internal market, to make some 

judgments at the macro level about unfair competition or, for example, a high degree of 

concentration. Summarizing the above, one of the main problems of the research was the 

2015-2019 trend of wheat and flour markets of RA and international markets, the analysis of 

                                                 
49 https://armstatbank.am/pxweb/hy/ArmStatBank/ArmStatBank__7%20Food%20Security/FS-1-

2018.px/?rxid=602c2fcf-531f-4ed9-b9ad-42a1c546a1b6,602c2fcf-531f-4ed9-b9ad-42a1c546a1b6 

[2] Future armenia, World Bank Documents, World Bank Group 

https://armstatbank.am/pxweb/hy/ArmStatBank/ArmStatBank__7%20Food%20Security/FS-1-2018.px/?rxid=602c2fcf-531f-4ed9-b9ad-42a1c546a1b6,602c2fcf-531f-4ed9-b9ad-42a1c546a1b6
https://armstatbank.am/pxweb/hy/ArmStatBank/ArmStatBank__7%20Food%20Security/FS-1-2018.px/?rxid=602c2fcf-531f-4ed9-b9ad-42a1c546a1b6,602c2fcf-531f-4ed9-b9ad-42a1c546a1b6
http://documents.worldbank.org/curated/en/716961524493794871/pdf/Armenia-SCD-in-Eng-final-04192018.pdf
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their development tendencies, revelation of the gaps between the latter's development 

tendencies, assessing the size and causes of the latter. 

4. According to various estimates, the price of bread in Armenia is relatively high 

compared to the CIS countries. Thus, the World Bank 2017 "Future Armenia, Connect, 

Compete and Prosper: According to the "A Systematic Country Diagnostic" report, the 

price of bread in Armenia is 23% higher than the CIS countries' average price50. Therefore, 

it is necessary to determine the mechanism of price increases of essential goods and the 

reasons for their changes, and the long-term trends of those changes, as discriminatory 

price changes made by economic entities operating in these markets increase consumer 

interest. Therefore, it is necessary to determine the mechanism of price increases of 

essential goods and the reasons for their changes, and the long-term trends of these 

changes, as discriminatory price unjustified changes in the mentioned markets increase the 

risks of harming consumers' interests, especially the bread products. It is not only the most 

consumed foodstuffs for everyday life of not only poor but also middle-income families in 

Armenia. Therefore, one of the research tasks was to study the cost factors of wheat flour and 

pricing mechanisms to assess price change factors. 

5. The wheat market in Armenia is highly concentrated; not only the import of wheat 

but also the production of flour is controlled by a small number of economic entities, which 

plays a significant role in changing the price of wheat and wheat flour in the domestic 

market of the Republic of Armenia, as the high degree of market centralization is often the 

cause of anti-competitive actions and abuse of a dominant position51. Therefore, one of the 

research problems was the study of the structure of "Wheat" and "Flour" product markets, the 

composition of economic entities operating in the mentioned markets, the evaluation of their 

shares and their changes in 2015-2020. Based on that, the assessment of the level of 

competition in the whole chain of import, production and sale of wheat flour of the Republic of 

Armenia with the help of the CR coefficient and Herfindal-Hirschman index. 

6. As mentioned above, the wheat flour market is highly concentrated, which allows 

the market-dominant entity or entities to act as a price-dictating company, to pursue 

unreasonable, disproportionate, discriminatory pricing policies, the risks of harming the 

interests. Therefore, one of the research's main tasks was to reveal the possible abuses of a 

dominant position, the manifestations of anti-competitive agreements in the RA wheat flour 

markets and to assess the impact of the latter on price fluctuations. 

7. The world economy is currently in the midst of a new type of coronavirus 

epidemic. The forecasts for the expected short-term decline of the world economy and 

further recovery rates have significantly deteriorated in the recent short period. Given the 

current high volatility and uncertainties, it has become significantly more difficult to judge 

                                                 
50 Future armenia, World Bank Documents, World Bank Group 

http://documents.worldbank.org/curated/en/716961524493794871/pdf/Armenia-SCD-in-Eng-final-

04192018.pdf, p. 29, ref. 56 
51  -     «   and  -

 »    N -1     

   -   « -  -

   and    »  

 , . . , . , . , 

. ,  2019 : 

http://documents.worldbank.org/curated/en/716961524493794871/pdf/Armenia-SCD-in-Eng-final-04192018.pdf
http://documents.worldbank.org/curated/en/716961524493794871/pdf/Armenia-SCD-in-Eng-final-04192018.pdf
http://documents.worldbank.org/curated/en/716961524493794871/pdf/Armenia-SCD-in-Eng-final-04192018.pdf
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the changes in the global supply-demand ratio in different markets (which will determine 

further changes in prices in these markets). In this context, the development of state policy 

proposals derived from specific scenarios of the situation (in case of materialization of the 

mentioned scenarios) is especially important. 

8. Monitoring of highly concentrated RA product markets in the current conditions, 

and if necessary, interventions are of not only social but also economic significance. 

Through such control, the state aims to direct economic entities' activities in the field of 

compliance with the rules of the market economy. Although year after year, for example, 

there is an improvement in the indicator of "Impact of dominant economic entities" 

(Armenia ranked 24th out of 141 countries in 201952), nevertheless, the need for some 

complimentary legal regulation mechanisms is undeniable. Therefore, as a logical conclusion 

of the research, the main task is developing and implementing structures to increase the 

effectiveness of the state's competition policy in the mentioned markets. 

Research methodology and information bases 

The statistical source for the research was the UN Food and Agriculture Organization 

(FAO) information sources on world wheat production, consumption, trade, world prices 

and international prices, databases of the RA State Revenue Committee and the Statistical 

Committee on the production and import volumes of wheat and flour of the Republic of 

Armenia, as well as the publications of the RA SCPEC of different years. Also, the results of 

the survey of large economic entities engaged in the production of flour conducted within 

the framework of this research were provided with a significant database. The number of 

surveyed economic entities was selected according to the principle of leading the position in 

the observed sphere, based on the list of 1000 largest taxpayers published by the RA Tax 

Service in January-December 201953. 

As for the methodology of calculating the indicators used in the analysis, the volumes 

of world wheat production are reflected for the calendar year, and the complete proposal 

includes the output and available stocks at the beginning of the year. On the other hand, as 

the world wheat trade figures are calculated and presented for the July-June marketing 

year, there may be differences in global supply and consumption due to the markets in 

individual countries. In contrast to the rainy seasons, which, however, are smoothed out by 

year-round observation, changes in world prices driven by the interaction of world wheat 

supply and global consumption (demand) have been seen as a general trend of changes in 

export prices for all wheat-producing countries, including Russia. It is of significant interest 

to Armenia, as the prices of wheat flour in Armenia are changing due to changes in export 

prices to Russia.  

As for the Republic of Armenia, since wheat and flour are "produced" and imported, 

the republic's supply of the mentioned products is formed at the expense of local "import". 

In this case, the import volumes of wheat flour are also reflected in the calendar year, the 

import includes the import volumes of all types of wheat flour. To calculate the volume of 

commodity markets and market shares of companies, the sum of local wheat production 

                                                 
52 Source: 2019 Annual Report of the State Commission for the Protection of Economic Competition of 

the Republic of Armenia, page 18, 

http://www.competition.am/uploads/resources/Annual_Report_2019.pdf 
53 See: https://www.petekamutner.am/Content.aspx?itn=tsTILists 

http://www.competition.am/uploads/resources/Annual_Report_2019.pdf
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(insignificant volumes of exports mined in case of wheat), the sum of total imports, the 

unused balance at the beginning of the year. The balance of unsold wheat by the end of the 

year is to determine each company's share in the results obtained. The export of flour was 

not considered in the calculations of both the full supply and the market shares, as no flour 

is exported from Armenia at all, and the export of wheat is insignificant, which was 

removed from the production volumes.  

Thus, the international (Russian) wheat prices, taking as endogenous variables 

adjusted for the US dollar exchange rate (since wheat is purchased from Russia in dollars), 

calculated the average price of wheat in Armenia, which included transportation, storage 

costs and taxes, based on which the average price of flour was calculated and the degree of 

dependence of the latter on the prices of Russian wheat was estimated. 

During the research, with the help of macro-econometric and statistical tools, the 

world wheat market developments were described, the impact of global demand and other 

vital factors on price fluctuations was assessed, the price gaps of the mentioned product 

group in our economy were revealed as well as many other analyzes. The collected data 

were processed by Eviews and / or Stata and, depending on the nature of the econometric 

problems, the Matlab software package's capabilities. 

During the research, methods and tools of mathematical-statistical, factor 

coordination, and localization due to comparisons were used. 

Analysis 

In recent years, Armenia consumes an average of about 200.0 thousand tons per year. 

More than 90% of tons of flour are provided by local production and only 10% is imported, 

moreover, from 2015 to 2017. The share of imported flour in the total volume of flour 

consumed in Armenia was only 2-5%, only in 2018, as a result of a 2.5-fold increase in flour 

imports which exceeded 10% of total imports.  
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Chart 1  

Flour import  domestic production volumes in Armenia in 2015-2019 (thousand tons)54 

 

At first glance, it seems that Armenia can meet most of the demand for flour and the 

level of flour self-sufficiency is relatively high. In reality, however, it is not possible to 

supply all the wheat needed for flour production at the expense of local production, 

moreover, in recent years, it has been chiefly imported. Thus, if in 2015-2016 the import in 

Armenia provided about 40-45% of the total wheat stock of the republic, in the following 

                                                 
54 The chart is based on the data of the RA Statistical Committee and RA SCPEC data / import 

volumes /: https://www.armstat.am/file/article/f_sec_4_2019_3..pdf, 

https://www.armstat.am/file/article/f_sec_4_2019_3..pdf
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years, the share of import continuously increased, reaching more than 75% in 2019 (see 

chart 2). 
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Figure 2  

The volumes of Wheat import and domestic production  in Armenia in 2015-2019 

(thousand tons)55 

 

In this research framework, a survey conducted among large companies engaged in 

the production of flour in the Republic of Armenia reveals that the latter are also significant 

importers of wheat, mainly using the wheat imported by them for the production of flour. 

Thus, according to the survey results, in 2018, three large companies producing flour 

provided more than 75% of the total volume of wheat imports in Armenia and about 78% of 

flour production. In 2019, two of them provided 77% of the republic's wheat imports and 

more than 80% of flour production. It is noteworthy that the locally produced wheat used 

by these companies in flour production was only 10% in 2018 and 6% in 2019. Locally 

produced wheat's low-quality characteristics condition the proportion of wheat 

consumption imported by the surveyed companies produced in Armenia (average: 90/10). 

Thus, mainly the 4th-grade wheat is produced in Armenia, which does not provide the 

required quality and flour quantity. In this case, first, the total output of the flour is small. 

If the total yield of Russian second or 3rd-grade wheat flour according to the survey results 

is 67-72% on average (the number of all types of flour obtained from one ton of wheat), 

then the yield of all types of flour from locally produced wheat does not exceed 53%. In 

addition, the quality characteristics and order of locally produced wheat flour are 

significantly lower than those of imported wheat. If the output of first and 2nd-grade flour 

is incomparably higher than locally produced wheat, the opposite of imported wheat is the 

higher output of high-quality flour, which is about 1.5-2 times higher than the total output 

of first and second-grade flour (depending on imported wheat). 

Moreover, in Armenia, according to the results of the survey, high-quality flour has 

the largest share in the sales volumes of flour-producing companies, as the share of high-

quality flour and products made from it is especially large in the population consumption 

structure. It is not accidental that according to the data of 2019, the weight of bread made 

of high-quality flour is the third (4.7%) among about 480 items of goods and services of the 

                                                 
55 The chart is based on the data of the RA Statistical Committee and RA SCPEC data / import 

volumes /: https://www.armstat.am/file/article/f_sec_4_2019_3..pdf 

https://www.armstat.am/file/article/f_sec_4_2019_3..pdf
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RA consumer basket, after payments for electricity and natural gas56. And the weights of 

high-quality flour (1.8%) and high quality flour bread (4.7%) together (6.5%) provide the 

largest share in the RA consumer basket. It should be noted that in the group of food and 

non-alcoholic beverages (including alcohol and tobacco), the weights of high-quality flour 

and bread together make up about 29.2%57. 

These circumstances give grounds to suppose that the proportion mentioned above of 

imported and locally produced wheat for flour production, except for the companies we 

surveyed (which, as we mentioned, provide about 80% of the RA flour production), can also 

be used by flour producers of other companies. In other words, large flour-producing 

companies mainly use imported wheat, and as a result of combining the latter with small 

volumes of locally produced wheat, they ensure the production of about 90% of the flour 

used for final consumption in Armenia. 

Thus, on the one hand, the decrease in the level of wheat self-sufficiency, and on the 

other hand, the use of small volumes of local wheat in the production of flour due to 

quality features determine the significant dependence of the Armenian economy on 

imported wheat, which in 2018-2019 is estimated at 90%. And since the RA wheat is 

imported mainly from Russia, it turns out that the prices of wheat flour in Armenia are 

highly dependent on Russian wheat export prices. On the other hand, two or three large 

companies have a dominant position in the RA wheat import market, providing about 80% 

of the imported wheat, at the same time, the latter are large flour-producing companies, 

which have a dominant position in the flour production market. In other words, it turns out 

that these companies act as vertically integrated into the chain of imports and sales of 

wheat flour (and sometimes, production and sale of other products from flour), which is a 

significant barrier for new companies to enter these markets or existing companies in terms 

of competition. Also, the wheat import market is highly concentrated, limiting the effective 

competitive opportunities in this market. Thus, the degree of concentration in the wheat 

import market, estimated by the CR coefficient Herfindal-Hirschmann IHH index, is quite 

high. 

Local production of wheat, as we mentioned, is about 25% of the total supply of wheat 

in Armenia (2019), which is provided by about 12,000 individual farms in the country, 

whose production volumes are small, as a result of which the degree of concentration of the 

wheat market decreases. Medium concentrated. However, a small proportion of locally 

produced wheat is used for flour production, i.e., the degree of concentration in the wheat 

market used in the production of flour is still high. 

The degree of concentration of the flour commodity market is competitive in terms of 

imports, then lowly concentrated, and highly concentrated in terms of production. 

Furthermore, since the flour imported to Armenia provides only an average of 10% of the 

supply of flour in Armenia, so the prominent entities in the flour production market 

"mechanically" also become leaders in the general flour market. 

During the whole observed period, the CR coefficient was higher than 70 so that the 

general flour market of the Republic of Armenia also has a high degree of concentration. 

                                                 
56 https://www.armstat.am/file/article/sv_03_17a_6200.pdf 
57 https://www.armstat.am/file/article/sv_03_17a_6200.pdf 
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The concentration of the flour market through the Herfindahl-Hirschman index is also 

considered highly centralized, as the value of the index exceeds 1800 in all years. 

In the current situation, there is an objective need to constantly study the 

developments in the international wheat markets as a rather significant component of the 

cost of wheat in the domestic economy, hence flour (bread main factor). On the other hand, 

imported wheat has a significant share in the total volume of wheat consumed in Armenia, 

so the wheat import market's structure and competitive conditions have a significant 

impact on domestic wheat prices, and therefore on the prices of flour, bread and bread 

products. Therefore, the level of competition in the wheat flour markets of the Republic of 

Armenia and the pricing mechanism is largely determined by the structure of the wheat 

import market, the number, size and shares of the existing businesses. 

Based on the above, within the framework of this research, an attempt was made to 

study the RA wheat flour markets, to determine the geographical and product boundaries 

of those markets, to consider the legislative field regulating the sphere, to analyze the 

market structure, to consider the main trends and reasons for the development of the 

international wheat market, assessing the impact of these developments on the domestic 

prices of wheat flour in Armenia. 

Conclusions and Recommendations 

1. Armenia has quite high self-sufficiency in terms of flour production. About 90% of 

the country's flour is produced in Armenia, but most of the wheat needed for the flour 

produced is imported. The situation with the import of wheat is twofold. On the one hand, 

wheat is produced in Armenia, which provides a particular part of the total wheat demand. 

Thus, in 2015-2016, Armenia imported 40-45% of consumed wheat, in 2017-2018 - 62-63%, 

and in 2019 more than 75% of consumed wheat was imported. On the other hand, only 10% 

of the wheat needed for flour production is locally produced, the remaining 90% is 

imported. This is due to a number of objective circumstances, among which the low-quality 

characteristics of locally produced wheat should be singled out. Due to these circumstances, 

the state's stimulating economic policy aimed at increasing the level of wheat self-

sufficiency should be accompanied by the process of obtaining new, higher quality seeds of 

wheat and localization for the Republic of Armenia. Otherwise, only the increase in wheat 

production cannot increase the level of self-sufficiency in the country. Only after that, it is 

expedient to use state support tools for the promotion of wheat production, for which there 

is a successful experience in the world. In EU countries, direct subsidy mechanisms are 

used: farmers are given certain subsidies for each hectare of wheat cultivation, or the US 

experience - affordable insurance - guaranteed farmers' income. The US government 

reimburses 65% of the premium for crop losses, price reductions, and other risks. 

Alternatively, there can be the provision of affordable agricultural loans that can be repaid 

directly with wheat. 

2. During the period under review, 2 or 3 large entities with a dominant position in 

the wheat import market together provided an average of 75-90% of the wheat imported to 

Armenia (by separate years), moreover, in all years there was a leading company in the 

market compared to 2-3 times larger share. The large share of imports allows these 

companies to dominate the overall flour market (imports and production combined). Thus, 

in 2015-2017, the three largest companies secured an average of 40-45% of the total wheat 
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market, with only the leading company accounting for about 30%. In 2018-2019, the shares 

of the two major companies together amounted to 56%  60%, respectively. 

3. Even though large wheat importing companies formally dominate the overall wheat 

market, the latter does not seem to be "interested" in the overall market. The point is that 

importing companies simultaneously produce flour and the main part of the imported 

wheat use a raw material for its own production. The purchase of locally produced wheat 

averages 10%. In other words, it turns out that imported wheat has practically no effect on 

the fluctuations of wheat prices in the general wheat market of the Republic of Armenia 

(import-production). In the domestic market, wheat prices change mainly due to the 

supply-demand of locally produced wheat and seasonality. In other words, several large 

importers compete with each other in the fields of wheat import, flour production and sale, 

and many individual farms, only in the field of wheat production and practically 

insignificant participation, therefore impacting the volume of flour production and prices. 

4. Large economic entities operating in the wheat-flour markets of the Republic of 

Armenia control the entire chain from the import of wheat to the production and sale of 

flour (also used as a raw material). The phenomenon mentioned in the economic literature 

is characterized by the concept of "vertical integration", when one company simultaneously 

masters the successive links of production or distribution58. Thus, one of the leading 

companies in the market imports wheat for flour production, then sells the produced flour 

exclusively through wholesale sales, and another company, in addition to the above-

mentioned chain, carries out the retail sale of flour, moreover, in the period from 2018 to 

February 2020. The volume of retail sales of flour by the company, depending on the 

specific period, exceeded the wholesale sales by up to 4 times. Moreover, the company uses 

the flour produced by the mentioned company as a raw material for its own production to 

sell bread and bread production. It turns out that one of the companies owns wheat 

import-sale, flour production-wholesale trade, and the other one owns wheat import-sale, 

flour production-wholesale-retail sale and production-retail sale of other flour products 

chains. It is obvious that vertically integrated companies with large shares in the whole 

chain operate in more favorable conditions than the companies operating in any part of the 

chain. Moreover, companies operating in the market or new entrants must be vertically 

integrated in order to compete on an equal footing with vertically integrated companies. 

This is the reason why vertical integration is considered a source of barrier to market entry. 

Additionally, the existence of these chains is problematic in terms of market competition in 

several respects. Thus: 

 First, these companies, having import-production-wholesale or import-production-

wholesale-retail consecutive links, gain certain competitive advantage over new 

companies entering the market. Also, the difference between the import-

production-retail company's wholesale prices and the retail prices set by its own 

commercial network is quite small, due to which other companies, unable to 

compete in price, will be pushed out or will not be able to enter the market at all; 

 Second, when organizing the production activities of several consecutive units by 

the same legal entity, the company can only use the overheads (expected profit) in 

                                                 
58 
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the last unit, thus the company is in a more competitive environment than other 

companies. Thus, in the case of small flour mills, which cannot import wheat 

themselves, they purchase it at cost + overhead, while import companies use 

wheat as a raw material without the overhead. As a result, the latter's flour is 

cheaper, even with the use of the same technology. And if the company manages 

the sales network, the "lost" overlay in the last production lines can be entirely 

restored by establishing control over sales volumes. Therefore, the state should 

review the activities of several separate successive links in the production cycle 

and the gap in the legal regulation of the organization by the same legal entity. As 

a possible solution, at least, the fixing of the legal requirement for implementing 

each production activity by the same group through a separate legal entity, each 

of which will operate in the "cost-benefit" logic. We believe that in that case, the 

requirements of sales documentation, documenting the results of economic 

activity, issue of invoices will be applied to everyone, making the manifestations 

of discriminatory pricing policy more manageable. 

 Third, companies with a vertically integrated sales network often impose artificial 

restrictions by barring competitors' products from entering their network or not 

providing a sales area in the absence of regulatory legislation. Therefore, in several 

countries, the advantages of the sales network of companies are offset by the 

application of mandatory standards for the presentation and sale of all 

competitors' products in trade networks (location, position, provision of shelves, 

provision of equal conditions for advertising and promotion of goods, exclusion of 

price differences, etc.): In this case, equal starting conditions are provided for all 

competitors, which contributes to the formation of healthy competition in the 

market. In this regard, the experience of the Russian Federation can be 

instructive, according to which by the law ''On the basic principles of state 

regulation of trading activities in the Russian Federation59'' and by the code of 

''Administrative offences of the Russian Federation 60 '' the conditions and 

procedures for the presentation and promotion of all competitors' products in 

commercial networks are defined as well as the maximum fee for the provision of 

premises for sale - up to 5% of the value of the goods, which can be applied by the 

management of the commercial network. The mentioned laws provide equal 

starting conditions for all competitors, even if the commercial network entity 

carries out similar activities. Moreover, the mentioned laws restrict the right to 

rent new premises of the entity represented in the commercial network, if the 

latter's sales volume in the existing network exceeds 25% of the total sales of the 

mentioned goods in the given area (city, region, district). Another successful 

experiment is being implemented in EU countries (Belgium, Lithuania, 

Luxembourg, etc.). Companies related to commercial chains are legally restricted 

from organizing other related economic activities, the sale or service of which 

occurs in the retail chain  bread production, sale of cakes, semi-finished products, 

or other products in its network; 

                                                 
59 http://www.consultant.ru/document/cons_doc_LAW_95629/ 
60 https://base.garant.ru/12125267/05838ce1b1b475281154e75a992a89d8/ 
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5. Our observations show that the prices of high-quality flour of the market leader 

company are more sensitive to changes in the purchase prices of wheat, they are more 

fluctuating in line with the changes in the prices in Russia, and the changes are more 

drastic, unlike the other company. Both companies respond to wheat purchase prices by an 

average of 2 months lag. However, one of those companies does not make drastic changes in 

sales prices. It pursues a policy of ensuring price stability as much as possible, that is, if it 

responds to an increase in the purchase price of wheat by a gradual, steady increase in the 

price of flour, reaching an equivalent change of 2 months, so it is more unaware of 

deflation. 

The tendencies of change in RA wheat's domestic prices mainly coincide with the 

changes in the export prices of the Russian wheat. According to our estimates, the 

correlation coefficient between the two countries' wheat prices is 0.62, which is quite high. 

At the same time, the domestic prices of wheat in Armenia respond to the changes in the 

corresponding prices in Russia with specific time gaps (in case of lowering our prices, it 

averages two months), which is due to many factors. Seasonality, by frequency of 

acquisitions, by the number of batches acquired (according to the survey results, the 

periodicity of achievements is one month), by the period of transportation (average 5-7 

days), with the change of existing stocks, as well as with the competitive situation in the RA 

wheat market. In response to changes in international prices, it is more proportionate, 

faster in case of increase (up to 1-month lag), slower and disproportionate in case of 

decrease. This nature of the domestic price response to changes in international prices is 

conditioned by the RA wheat market structure, the scarcity of economic entities, and a 

relatively high level of concentration. In other words, if we exclude the fluctuations of 

prices due to the competitive situation, the changes in international wheat prices "arrive" in 

Armenia in about a month, which can be considered a "natural lag". In this case, taking into 

account the lag factor of 1 month, if we try to observe the correlation of domestic wheat 

prices in Armenia with Russian export prices, it turns out to be quite high, proving the 

hypothesis put forward within the framework of this study that the size and directions of 

changes in domestic wheat prices in the US are about 80% the same as changes in Russian 

prices, as the correlation coefficient in this case is significantly higher /0.82/. 
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