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INTRODUCTION

Uzbekistan is one of the largest producers of grapes in the world, and in the CIS in terms of the
volume of grapes grown, it confidently occupies a leading position. According to the FAO, in
terms of vineyard area, Uzbekistan in 2016-17 ranked 18th in the world, and in terms of gross
volumes of harvested grapes in 2017, it ranked 17th in the world. In 2016, Uzbekistan ranked
15th in terms of total grape harvest, 6th in table grapes, and 5th in dried grapes in the world..

In 2018, the total area of vineyards amounted to 150.7 thousand hectares, having increased by
17% over 5 years. (In 2014 it was 128.9 thousand hectares). The total vineyard area of wine
varieties is 11,500 hectares, or 7.6% of the total vineyard area. The main viticulture regions are
Samarkand (40.4 thousand hectares), Tashkent (19.2 thousand hectares), Surkhandarya (16.2
thousand hectares), Kashkadarya (15.1 thousand hectares), Namangan and Bukhara (13, 9 and
13.3 thousand ha) areas.
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In 2018, 1,564.5 thousand tons of grapes were harvested in Uzbekistan. Of these, 13.2% (206.8
thousand tons) were exported, 9.4% (146.5 thousand tons) were processed by the wine industry,
the remaining volumes fell on domestic consumption and processing of the food industry. It is
worth noting here that according to the OIV, per capita consumption of table grapes in
Uzbekistan is one of the highest in the world.

PROBLEM SETTING:

The yield of grapes in 2018 amounted to 10.4 t/ha. The average yield of wine grape varieties was
at the level of 8-10 t/ha. According to the FAOQ, in China, Turkey, Iran, India and Egypt, the
yield of grapes is at the level of 16 to 21 t/ha, while in Iran and Turkey the yield of grapes is
lower than in Uzbekistan. In recent years, viticulture in Uzbekistan has been moving along a
growth trajectory, the area under vineyards has increased, crop volumes have grown, as well as
the supply of grapes for export. So, if in 2012 the share of exports from the harvested volume of
grapes was 9.9%, then in 2018 it was 13.2%. In absolute terms, grape exports increased by 87.9
thousand tons, or 73%, over six years. Currently, the export of grapes in the physical volume of
exports of fruit and vegetable products of Uzbekistan is 16%.
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The development of viticulture is currently receiving increased attention from the state. The
programs being adopted are aimed at expanding the area under vineyards, increasing yields and
reducing resource costs through the introduction of modern technologies. In particular, the
Action Strategy for the Development of the Republic of Uzbekistan for the period 2017-2021.
the development of intensive horticulture and viticulture is envisaged through the cultivation of
high-yielding, early-ripening dwarf and semi-dwarf orchards and vineyards based on the
introduction of modern agricultural technologies. It is envisaged that every year 10% of the
available low-margin orchards and vineyards (26.4 thousand hectares of orchards and 14.1
thousand hectares of vineyards) will be transferred to intensive methods of modern agricultural
technologies. Drip irrigation will be introduced annually on 5.7 thousand hectares of newly
created orchards and vineyards. Due to the increase in plantings and the share of high-yielding
intensive vineyards and orchards, it is expected that their yield will increase up to 4 times.

In addition, the Decree of the President of 05.02.2019 provides for in 2019-2021 to bring the
total area of vineyards of wine varieties suitable for industrial processing to 29 thousand hectares
by creating new vineyards on an area of 23.4 thousand hectares, the harvest from which will
fully load the current production capacity of the wine industry.

At the same time, there are certain problems hindering more efficient development of the
industry. Among them, the following should be noted. Insufficient development of the raw
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material base of wine products, primarily the variety and small scale of production of technical
grape varieties. The reduction of vineyards of wine varieties and the decrease in their yield,
which do not allow to fully load the processing capacity for the production of finished wine
products with high added value. The problem of non-compliance with harvesting and delivery
technologies is also relevant, which leads to a significant decrease in the quality of wine. The
absence of a specialized chemical protection service for vineyards contributes to the spread of
diseases and pests.

A more correct professional selection of grape varieties can contribute to the solution of the
problems existing in the industry, which will create the best prerequisites for obtaining high
quality wine products. In this regard, it is necessary to use foreign experience more widely.

PROBLEM SOLUTION:

Based on the experience of European Union wine-making legislation, it is advisable at the
legislative level to consider the adoption of licensing procedures that allow the planting of new
vineyards only if the applicant proves that the new areas will ensure the production of quality
wines or table wines with geographical indications.

It is advisable to use the "concept of precision viticulture™, or "precision viticulture”, adopted in
the practice of the EU countries and other countries, which consists in a differentiated approach
in the growing process to the specific natural conditions of each grape growing area. The
advantage of applying these modern solutions is to reduce the cost of viticulture management by
improving the quality and yield of vineyards, traceability of processes and environmental
sustainability with the rational use of chemical resources.

It also seems expedient to develop organic, environmentally sensitive and sustainable vineyards
in the hot arid climatic conditions of the republic.

The country has accumulated sufficient experience in the production of high-quality wine
products, which has been repeatedly noted at international exhibitions and fairs. The average
annual growth rate in the production of alcoholic beverages for 2011-2017 averaged 8.7% per
year. The value volume for this period increased by 52.2%. Meanwhile, at present, this industry
is facing problems of an organizational, structural and systemic nature..

The production capacities of enterprises in 2017 allowed them to process 200 thousand tons of
grapes per year and produce 3.7 million deciliters of grape wine, 19.9 million deciliters of
alcoholic beverages, 118.5 thousand decalitres of cognac, 187.5 thousand decalitres of
champagne wines, 9.3 million deciliters of edible alcohol, but they were not fully used. Thus,
grape processing in 2017 amounted to only 45% of production capacity (or 90.4 thousand tons).
In 2018, processing increased to 146 thousand tons. At the same time, the capacities for the
production of grape wine were used by 66%, alcoholic beverages by 80.7%, food alcohol by
76.7%, champagne wines by 20.4%.

In 2018, the enterprises of Uzsharobsanoat JSC produced 1.8 million deciliters of wine (relative
to 2017, there is a decrease in production by 11.1%), 205 thousand deciliters of cognac (an
increase of 3.7%), 52 thousand deciliters champagne (down 32%).

In 2018, enterprises belonging to Uzsharobsanoat JSC exported 53.1 thousand decalitres of wine,
which is only 2.8% of all wine produced in the country. Cognac exported 6.5 thousand
decalitres, or 3.2% of production. At the same time, the export of wine materials, cognac spirit
significantly exceeds the export of high value-added products. Thus, in 2018, the export of wine
materials amounted to 1.1 million decaliters, and a year earlier, 2 million decaliters. Cognac
spirit was exported in 2018 168 thousand decalitres.

Domestic demand for wine and champagne is also not satisfied. According to a questionnaire
survey of respondents regarding the consumption of alcoholic beverages, wine consumption in
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Uzbekistan amounted to 3.8 million decaliters, and the production of grape wine amounted to 2.1
million decaliters (satisfaction of the domestic demand of the population by the enterprises of
Uzvinprom-Holding JSC is only 55% ), consumption of champagne - 142 thousand decalitres.
against produced - 116 thousand gave. (providing 82%), consumption of cognac by the
population - 151.4 thousand decalitres and cognac production amounted to 170 thousand
decalitres. (excess of supply over demand by 12%).

Thus, given that the structure of consumption of alcoholic products in the short term, other things
being equal, changes slowly, we can expect a growing volume of imports of wine and
champagne, due to the untimely coverage of the growing consumption of these products by the
population. In this regard, it is very important to conduct a comprehensive study of the domestic
market of alcoholic products and the volume of alcohol consumption by the population.

An analysis of the wine industry indicates the presence of the following problems of an
organizational and production nature.

Due to the unsatisfactory supply of raw materials, production capacities are currently loaded at a
relatively low level. Because of this, the production of wine compared to alcoholic beverages
decreased by 2.5-3 times. In this regard, the current workload of existing production facilities
does not allow satisfying domestic demand and increasing the supply of products for export;

Over the past two decades, only 25% of enterprises that harvest wine materials have been
modernized, while the rest use obsolete and obsolete equipment. Along with this, the insufficient
inflow of investments into the industry does not allow technological renewal of wine production;

To bring domestic winemaking to a qualitatively new level, it is not enough to increase the area
under technical varieties of grapes and the volume of wine production. Winemaking is an
industry where the quality of products for the consumer is of paramount importance. In this
connection, it is necessary for the state to ensure effective control over the quality of products.

At present, the state places special emphasis on eliminating existing problems and actively
developing the wine industry, which, with an appropriate raw material base, can become one of
the leading sectors of the economy and significantly increase the export of high value-added
products. The Decree and Resolution on the wine industry, adopted in February this year, will
significantly increase the area of industrial vineyards and crop volumes, which will solve the
problem of underutilization of the industry's production capacities. In addition, additional
licensing requirements, effective from 2020, will oblige producers of vodka and alcoholic
beverages to produce wine materials and wine in proportion to 75 percent of the annual
production of vodka and (or) alcoholic beverages. Another important point is the establishment
of a procedure according to which “the sale of brewing products, sparkling and natural wine of
domestic production can be carried out by all trade enterprises, organizations providing hotel
services, as well as catering services without a permit for the right to sell alcoholic products.”

Along with the above, for the accelerated development of winemaking in Uzbekistan, it is also
advisable to implement the following measures.

In the leading wine producing countries, there are systems of classification and labeling of wines
approved at the legislative level. Their essence is reduced in general terms to the classification of
the quality of wine products, where the main indicators are a certain territory for growing grapes
from which wine is made, with its unique natural and climatic features, grape variety, cultivation
technology.

Therefore, in order to start the production of original, elite and branded Uzbek wines with a high
cost, it is necessary to test vineyards in order to identify high-quality varieties, to determine the
specialization of areas for the production of types of wines. (It is known that high-quality dessert
wines are produced in the Bukhara region, dry and strong in the Tashkent and Samarkand
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regions, etc.). For the medium term, it is proposed to define territories with the assignment of
certain varieties of technical grapes to them and the development of effective technologies for
the production of fine wines from these varieties, which can be assigned the status of protected
geographical indication and appellation of origin.

One of the conditions for the development of winemaking is the access of winegrowers and
winemakers to the necessary production equipment. An effective measure could be the creation
of material and technical parks for the maintenance and leasing of equipment and agricultural
machinery for viticulture and winemaking with their territorial accessibility for producers. For
the subsequent modernization of the material and technical base of viticulture and winemaking,
it is necessary to take measures to establish domestic and localize foreign production of
specialized technological equipment, taking into account modern achievements in the field of
winemaking equipment.

An analysis of the current situation in viticulture and winemaking in Uzbekistan in comparison
with the leading countries producing grapes and grape products shows that Uzbekistan uses the
export potential of the industry at an insufficiently high level. The current level and dynamics of
changes in the export potential of viticulture and the wine industry are influenced by both
internal and external factors.

In recent years, as part of the reform of the economy and the liberalization of foreign trade in
Uzbekistan, measures have been taken to reduce state regulation of the export of fruits and
vegetables. The growth in exports of vegetables by 84% in 2018 compared to the same period of
the previous year and fruits and vegetables by 53% (in value terms) in the first five months of
this year testify to the effectiveness of the policy pursued in this direction. The simplification of
procedures for the export of fruits and vegetables, the abandonment of the state monopoly on the
export of fruits and vegetables and the regulation of export prices are expected to continue to
have a positive impact on increasing the export potential of fruits and vegetables.

The export potential of table grapes in Uzbekistan is objectively constrained by domestic
demand, a limited number of large grape producers, as well as underdeveloped infrastructure and
logistics. Uzbekistan can increase the export of fresh grapes and increase processing, but if the
current level of yield and sown area is maintained, this will lead to a decrease in the volume of
grapes in the domestic market, which may cause prices to rise. In order to simultaneously meet
domestic demand and increase export volumes, it is necessary to increase the area under
vineyards, increase yields and intensify the cultivation of grapes.

The main foreign markets for Uzbek grapes and products of its processing are neighboring
countries. The largest importing countries are Kazakhstan and Russia, which account for more
than half of all exported grapes. This fact testifies to the low diversification of exports, which
makes it possible for importing countries to insist on their own terms and prices.

CONCLUSION

Despite the competitive advantages of Uzbek grapes in terms of price and taste, the markets of
China, the Middle East, Europe, and East Asia remain undeveloped for Uzbekistan. The main
reasons for this situation are:

v high requirements for the quality of agricultural products in foreign markets;
V' tariff and non-tariff barriers applied in importing countries;

v"high level of competition in foreign markets;

v'high transport costs.

In the export of wine products, a significant share is occupied by the export of primary
processing products - wine materials, cognac spirit. At the same time, the export of finished
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products - wine and cognac - remains quite low. This is largely due to the fact that the Uzbek
wine-making products are little known, which hinders demand for it in foreign markets.
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