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Objective

The main objective of this Insight Brief is to describe the current flow of products and stakeholders
involved in the melon & watermelon value chain in Karakalpakstan. Based on the existing conditions of
the value chain, this Insight Brief also presents the constraints and opportunities to be considered by
regulators, technical advisory service providers and potential investors, in order to support the development
and improvement of the value chain.

This  Insight  Brief complements the ‘Green Rehabilitation Investment Analysis, which informs
decision-makers regarding the potential return on investment for implementation of infrastructural adaptation
measures at the production stage of the value chain.

Methodology

This Insight Brief employed a value chain analytical method framed by a functional analysis! to identify
the physical flows and key stakeholders involved in the value chain from data mainly obtained at the
production stage.

For this analysis, primary data collection was conducted in 2021 in 4 districts of the Republic of Karakalpakstan:
Bozataw, Kegeyli, Chimbay, and Karauzyak (target area for the Aral Sea GRIP Project). A survey developed by
GGGl collected information about economic activities from a total of 1,277 stakeholders who were randomly
selected within each of the following categories: homestead landowners, “dehkan” and “fermer” farmers, and
other agricultural entrepreneurs. Among the 887 farmers surveyed, 84 reported a specialization in vegetable
farming, primarily cultivating tomato and cucumber and were able to provide detailed production statistics that
form the basis of this assessment.

A number of secondary information sources (ADB, USAID, and others) were used to complement the primary
data-based analysis of the value chain, and of the constraints and opportunities to be considered for its further
development and improvement.

KEY TAKEAWAYS

e The value chain of melon and watermelon in Karakalpakstan ends with the commercialization of fresh products,
with no major transformation and limited value addition from the production stage up to the distribution stage.

e Constraints, such as poorly developed business and managerial skills, low financial literacy, and a lack of access
to market information, suppliers, competitors, technology, and resources for leveraging investments, are key
reasons for the slow development of the value chain.

e At the production stage, only 20% of the farmers reported a positive income trend based on farming activities
for the last 3 years.

e In terms of opportunities, high-value processed melon crops can vyield higher prices in the market and can be
easier to transport. In terms of processing practices, sorting, washing, and packaging can add value to melons
and watermelons; however, and depending on the targeted markets, additional processes such as peeling,
cutting, and/or drying can be explored. Unrealized opportunities exists for exporting fresh produce, especially
for melon (estimated at USD 8.9 million).

e 56% of farmers of melons and watermelons expressed that they will continue their current farming activities and
are willing to look for ways to improve their practices. Capacity development, deployment of better equipment,
and increasing investments in the farm are among the options to be considered.

1 Functional analyses provide an overall description of the value chain system, identifying the main actors and stakeholders involved, and
expanding on some of the main strategic development challenges faced (EU 2022).




Value Chain

Central Asia has long been considered the homeland of melons, having cultivated them for over two
thousand years. According to ancient Chinese chronicles, melon seeds were brought to China from
the banks of the Oxus and the Yaksart (Syr Darya and Amu Darya) along the Great Silk Road. Today,
Uzbekistan cultivates more than 160 varieties of melons, with each region of the country, including
the Republic of Karakalpakstan, famous for its own type of melon (Shahina Bisnes 2017).

The value chain of melon and watermelon mostly ends with the commercialization of fresh products
with limited value addition in the Republic of Karakalpakstan. The figure below presents the value
chain for melon and watermelon in the region, followed by a brief explanation of each stage.
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INPUTS

The main inputs needed by farmers on an
operational basis include commercial seeds,’
organic and chemical fertilizers, and chemical
pesticides. In terms of fertilizers, around 20%
of farmers reported using a combination of
organic and chemical fertilizers, whereas the
rest indicated a clear preference either for
organic fertilizers or chemical fertilizers. Some
farmers reported demand for organic
pesticides; however, their usage was minimal
when compared to chemical fertilizers.
Regarding seeds, the demand for commercial
seeds is largely dependent on the farming
activities conducted by private farmers or
‘fermers’®  When asked about additional
production inputs, such as packaging
materials, 60% of the farmers reported having
‘no need’ for them, while 32% reported a lack
of availability of these inputs.

PRODUCTION

Major producers of melon and watermelon
include homestead landowners, fermers, and
dehkan* farmers. These commodities are
cultivated either on dedicated land, or in
combination with grains, vegetables, and
fruits. As a generalization, production by
homestead landowners is used for self-
consumption and commercialization
purposes, while fermer and dehkan farmer
production is largely for commercialization
purposes.

In terms of production, farmers reported
limited access to water. For irrigation, farmers
use fixed pumps and small petrol pumps for
irrigation, which bring water from collective
canal networks sometimes located more than
1km from the production area. Regarding the
availability of, and satisfaction with additional
critical production elements, most farmers
indicated sufficient availability of productive

2 Mainly local open pollinated varieties (NEA 2020).

3 An independent economic entity that conducts commercial
agricultural production using land plots that are leased.

4 Small-scale family farm that produces and sells agricultural

land, and expressed medium® satisfaction
regarding its performance. Farmers reported
having ‘no need for capital-intensive
production equipment (e.g., tractors), nor the
need for additional labor. Finally, most of
them agreed on the lack of availability of basic

utilities besides water resources.

Box 1. Climate change, salt and dust
storms, and infrastructural adaptation
measures.

The most important hazards faced and
reported by farmers include soail
salinization, the continuous deterioration
of weather conditions, and low quality of
and access to water. When asked about
their farming income trend over the last 3
years, 55% reported a stable trend, 25%
reported a declining trend, and only 20%
reported an increase in their income trend.

According to UNDP (2020), over 2,000
people in Karakalpakstan have been
trained in methods to grow crops under
cover, including melon crops. For melon
and watermelon, this means growing the
seedlings until they are big enough to be
re-planted in an open field, thereby
improving the survival rate.

With the support of UNDP, 564
greenhouses were constructed from 2018
to 2020 in Muynak, Kegeyli, Taktakupyr,
Chimbay, and Kanlykul districts,
supporting people’s access to vegetable
and melon products. According to UNDP’s
project evaluation report, the
implementation of smallholder farm
greenhouses was  “highly  successful”
(UNDP 2021).
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products based on the personal labor of family members on a
household plot of land granted to the head of the family for life
as an inherited possession.

> On a scale of low, medium, and high performance satisfaction.



According to surveyed farmers, local (district
level) final consumers were the main
customers. This was followed by local (district
level) intermediaries, regional final consumers,
regional intermediaries, local and regional
processors, and finally district level farmer
group aggregators. In terms of difficulties
faced when trying to sell their products, most
of the farmers reported having ‘no’ difficulties.
However, for those who experienced
difficulties, issues with the products (i.e.,
quality, quantity, and price) and their
transportation (ie., availability and
accessibility), as well as geographical (i.e.,
distance and time), and social hurdles (i.e., low
trust and/or poor relationship with the off
takers) were the most prominent.

Regarding farmer experiences operating and
managing farm activities, basic technical and
managerial skills have primarily been learned
from family members and via peer learning
from other farmers. Only 4% of the farmers
interviewed reported having received formal
education or training to improve their
technical and managerial skills.

In terms of conducting their farming activities
following the regulatory framework, 80% of
the farmers reported being satisfied with the
public administrative permits and processes,
while 20% reported to be dissatisfied. In
addition, and according to their perception,
most of the farmers perceive a business-
friendly environment in terms of conducting
their business, obtaining necessary permits,
and trading across districts.

INTERMEDIARY & PROCESSING

In addition to intermediaries, processors and
farmer group aggregators are also weakly
integrated into the value chain. Only 33% of
the farmers are connected to local
intermediaries, and only 5% to regional
intermediaries. Just 6% of the farmers are
connected to processors and farmer group
aggregators. In terms of availability of
intermediary services (i.e., transportation,
storage, and refrigerated transportation and
storage), only 8% of the interviewees reported

% Dark and cool specially built melon sheds, where melons are

these services as being available and
accessible, while 35% mentioned their lack of
availability and accessibility, and 57%
expressed having ‘no need’ for these services.
For those who had access to these services, a
low level of satisfaction with their current
performance was reported.

DISTRIBUTION & CONSUMPTION

Fresh melon and watermelon are the most
common products traded and distributed to
final consumers (besides melons matured in
govunxonas)® in Karakalpakstan. In terms of
distribution, exchange of these products
happens at local level (district or village)
between families, at district traditional
markets (bazaars), neighborhood stores, and
through national high-value retail stores such
as Korzinka.

The final price in markets varies. For example,
during the first half of April 2022, the range of
prices for fresh melon in Karakalpakstan was
UZS 4,000 (min) to UZS 6,000 (max) per
kilogram (Agromart 2022). Meanwhile, the
range of prices for fresh watermelon in
Karakalpakstan was UZS 3,000 (min) to UZS
4,000 (max) per kilogram over the same
period (Agromart 2022).

Figure 1. Product presentation in high-value
retail stores.

strapped to the rafters with thick string or netting during the
winter (Financial Times 2019).



Constraints & Opportunities

CONSTRAINTS

In Karakalpakstan, based on the findings described above, the development of the melon and
watermelon value chain is limited by a lack of business and managerial skills, low financial literacy,
lack of access to market information (e.g., information about suppliers, competitors, technology, and
resources for leveraging investments), lack of integration of key stakeholders, and the lack of vision
for taking advantage of market opportunities. The perception by farmers of having ‘no need’ for key
production inputs and intermediary services is a clear example of the impact of these constraints.
The result is that the value chain for melons and watermelons in Karakalpakstan remains skewed
towards local domestic markets and fails to grasp opportunities to achieve higher prices in regional
and international markets.

According to JICA’s study on ‘Regional Development in Karakalpakstan’ in 2011, the main
production stage hurdle was the negative impact of insects on crops, and therefore harvests. At the
processing stage, the main hurdle was the lack of processing enterprises and processing equipment,
which are required to fetch higher prices for melon crops (JICA 2011). The continued weak
integration of processors, the perception by farmers of having ‘no need’ for processing and upgraded
product management services, and the low percentage of farmers reporting an increase in their
income trend based on farming activities, showcases stagnation since 2011.

Finally, according to the report Agricultural Value Chains Activity in Uzbekistan 2015-2020, the
country’s sluggish and un-mechanized post-harvest handling practices prevent producers and
exporters from reaching new markets due to the short shelf-life of products, limited feasible
transportation range, and limited adherence to food safety standards. Required improved practices
from harvest to point of sale include sorting, cleaning, grading, and packaging, all of which can extend
the shelf-life of products and allow them to be transported to a greater range of markets (USAID,
2020).

Box 2. Female participation along the value chain of melon crops.

In terms of female employment, the value chain for melon crops is dominated by males (see
figure below). Along the value chain, women make up only a fraction of those engaged. In
addition, and according to USAID (2020), social networks related to agriculture are also male
dominated and general calls for technical support and project partnership are answered by
primarily male agribusiness owners and/or operators.

Fernale Melons Male
|| Exports |
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[ ] Local market retail sales —
| Post-harvest |
| Harvest |
] Production |
100 8O0 60 40 20 [+] ] 20 40 60 80 100

Source: Taken from (USAID 2019)




OPPORTUNITIES

The government of Uzbekistan has adjusted the direction  Figure 2. Improved packing to
of agricultural policy in order to promote the production of  export melons from Uzbekistan.
vegetables and fruits, including melon crops. It is expected
that these commodities will become the new leading
products to be exported (JICA, 2019). High-value
processed melon crops can vyield higher prices on the
market and are easier to transport. In terms of processing
practices, sorting, washing, and packaging can add value to
melons and watermelons. Depending on the target market,
additional processes such as peeling, cutting, and drying
could be needed.

According to the International Trade Centre (ITC 2022),
Uzbekistan has an export potential” estimated at USD 22
million for fresh melons and USD 8.4 million for fresh
watermelons (See Figure 4). Considering Uzbekistan’s
current exports of these products, there is a significant
untapped potential to increase foreign exchange earnings
of USD 8.9 million from fresh melons and USD 3.3 million
from fresh watermelons. From the total 737,100 tons of
melons and watermelons exported to foreign countries
from Uzbekistan in the period of January to September
2021, Karakalpakstan exported 8,600 tons (UZDAILY
2021). Source: Taken from (USAID 2020)

For horticultural value chains, including melon and watermelon value chains, leveraging digital tools
can support upgrading the competitiveness of the entire value chain by offering businesses and
farmers a different pathway for learning, information sharing, and the improvement of their business
practices. Partner selection should include not only the immediate upper and lower stage partners
in the value chain, but also additional potential partners to buy from and sell to up and down the
value chain (USAID 2020). Considering that women do not have the same access to social networks
or social capital as their male counterparts, leveraging digital tools for promoting networking events,
supporting digital connections, and increasing the visibility of female agribusiness leaders as role
models can incentivize and support the further integration of women along the value chain (USAID
2020).

Figure 3. Uzbekistan export potential for melons and watermelons (2022).
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Source: (ITC 2022).

7 Export potential information is based on an economic model that combines the exporter’s supply with the target market’s demand and
market access conditions (ITC 2022).



Regarding adaptation opportunities in the

) ) Figure 4. Women support through greenhouses.
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not only represent a chance to increase
production yield (See Box 1), but also to
improve the access of women to new
technologies, support food security, and
address issues related to the management of
water resources. Additional efforts should be
made to assist women in the organization of
and participation in the sale and direct
management of agricultural products from g !
greenhouses (UNDP 2017). Source: Picture taken from (UNDP 2020).

Finally, based on the survey conducted by GGGI, 56% of melon and watermelon farmers indicated
that they will continue their current farming activities, but are willing to look for ways to improve
their practices. Capacity development, deployment of better equipment, and increasing investments

in the farm were among the options to be considered.
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