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EXECUTIVE SUMMARY
The purpose of this paper is to depict cheese market in Yerevan, identify cheese purchase
preferences, determine cheese price sensitivity and cheese consumption trends, and to define
cheese marketing possible problems in Yerevan. This report takes a different look at the
measurement of cheese preferences through combined qualitative and quantitative marketing
research techniques. As a result, approximately six hundred person-administered surveys and
fifty focus group randomly selected participants expressed their preferences for cheese
consumption with regard to preferred local and imported cheese types and characteristics, size
and weight, packaging, place and buying decisions.
In general, consumers in Yerevan prefer cow milk cheeses, among which Lori and Chanakh type
cheeses are of maximum popularity. The main factor affecting the cheese preferences of
Yerevan’s consumers is the fat content, high percentage of which makes cheeses more valuable
for the consumer. Fat content is considered benefit for the consumers, and sometimes the
consumer evaluates it based on the cheese color. Other two factors important for the consumer
are the smell and the price of cheeses. For most consumers, Lori cheese has an optimal
combination of fat and salt that together with the affordable price makes this type of cheese the
market leader. There is also a monotonic relationship between Lori cheese consumption and
consumers’ disposable income, as increase in the latter brings about increase in consumption of
Holland, Gouda and Edam cheeses and decrease in consumption of Lori cheese. Currently,
majority of Lori cheese producers try to use cost leadership strategy and compete in price, while
very few producers use product differentiation strategy, which can be very effective for the
marketing of Lori.
Selection of appropriate marketing policy implies defining the preferred strategy: differentiation,
cost leadership or combination of both. Packaging is one way to differentiate product, although its
use for some cheeses must be planned carefully. For example, consumers get used that Lori
cheese must be packaged in 4-6 kilo non-vacuum red or yellow cellophane and its modification
should be accompanied by intensive promotional campaign to inform consumers. However,
general cheese packaging preferences of Yerevan’s cheese consumers is 0.5-1 kg vacuum
packaging. This information can be considered as part of the marketing plan, unless a company
concentrates on some specific market segment, where preferences may differ from the majority.
In comparison to cow cheese preferences, sheep cheese consumers expect different
characteristics and the main factor affecting their preferences is the smell. Bad smell of sheep
cheese affects sheep cheese sales a lot. According to the collected data, sheep cheese demand
may double if the bad smell is eliminated and sanitary conditions at the sale outlets are improved.
Nevertheless, most consumers are concerned about getting sick and prefer cow cheeses.
Detailed explanation with numbers and recommendations are given in the report and presented in
the conclusion. The data and information provided in the report may be used for marketing plans;
however, if a cheese producing company decides to concentrate its marketing efforts on specific
segment/s, a different research must be conducted to focus on preferences of specific customer
group/s.

RESEARCH QUICK FACTS














98.3% of all cheese consumers in Yerevan buy cheese from cow milk
Most popular cheese for Yerevan consumers is Lori 66%
Major factor affecting cheese buying decision is fat content
Consumers prefer vacuum packaging for cheese
1 kg size packages are of high consumer demanded
85 % of consumers prefer locally produced cheeses
Taste is the dominant factor for preferring domestically produced cheeses
Average price of sheep cheese in Armenian market is 928 AMD
49% of consumers buy sheep cheese from farmers markets
Bad smell is the main factor for people not buying sheep cheese
Majority of sheep cheese consumers consume less than 0.5 kg per week
Exchange rates: 553 AMD for 1 USD in December 2000 vs. 360 AMD for 1 USD in
December 2006
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INTRODUCTION AND RESEARCH OBJECTIVES

Export of Armenian cheeses and curds has more than doubled since 2003, and cheese
export has grown to exceed import by more than 400%. According to the Armenian
National Statistical Agency, in 2005 the trade balance ratio of cheeses and curds
constituted 2292.7:551.6. In other words, cheese and curds export was over four times
greater than import in 2005, while in 2004 the trade balance was significantly smaller at
1026.3:493.5, and in 2003 it was 1002.6:253.3. s
In recent years, cheese production in Armenia has increased dramatically. New producers
are entering the market and the existing producers are expanding production. In addition,
the variety of imported cheeses has increased and resulting in a wide range of imported
cheeses available in food stores and supermarkets. Nowadays, Armenia is exporting brine
cheese to the Russian Federation constituting 3% of total import of Russian brine
cheeses. (М.Бросимов)
This study focuses on three areas: general cheese consumption trends, sheep cheese
consumption and preferences, and willingness to buy new cheeses based on sensory
evaluation. Market and sensory analysis was used to determine Armenian consumer
preferences and consumption of cheeses, sheep cheese and Gouda, Edam, Parmesan and
Cheddar cheese consumption. Consumer attitude, perception and purchase behavior was
investigated through a structured questionnaire.
The goal of this research project is to help domestic companies prepare marketing
strategies by providing an overview of the increasingly competitive local market,
consumer cheese purchase preferences and factors that affect cheese consumption in

1

Armenia. The research studies consumer preference for sensory details such as; color,
taste, texture and packaging, as well as pricing and availability variables. Ultimately, this
information will assist companies in finding their niche, and preparing their products in a
way that allows them to realize their revenue potential.
A focus will be put on the target market for new cheese products, which include;
Cheddar, Edam, Gouda, and Parmesan type cheeses. Probing will also be done into
consumer preferences and possible improvements for the sheep cheese industry, which
currently doesn’t offer any high quality, packaged cheeses in local supermarkets.

RESEARCH METHODOLOGY

Target population: The marketing research emphasizes the cheese consuming population
of Yerevan. Since there was no data available regarding cheese consumption in Yerevan,
this number was calculated by means of quick survey. Starting with Yerevan’s official
2005 population, a confidence interval approach with a confidence interval of 4 and
confidence level of 95 % was used to calculate the target population for the research.
According to these data, 89.4% of Yerevan’s population consumes cheese and according
this number was used as the target population for the research.
Sample size determination: With our target population determined, using the confidence
interval approach, 600 people were selected as a sample size for the research. Consumers
were randomly selected from 12 communities in Yerevan in numbers proportional to
their populations (See appendix AI). Three surveyors conducted person-administered
interviews using random number tables, which were generated by Microsoft Excel
software.
Sample size determination: During data scanning 50 questionnaires were removed
because of the lack of answers on several questions and some technical errors.

Questionnaire design: The person-administered questionnaire consisted of four sections
(See appendix AII). Section 1 consists of 10 questions about cheese preferences, factors
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that affect cheese consumption, price and availability variables. Section 2 contains six
questions about sheep cheese consumption and preferences. Section 3 is about imported
cheeses, and Section 4 covers demographic profiles of the participants.
Focus Groups & Subjective consumer preference analysis: In order to determine
consumer preferences for Gouda, Parmesan, Edam and Cheddar cheeses, focus groups
were conducted in combination with sensory evaluation analysis. The goal of focus
groups was to draw out ideas, feelings and experiences about certain cheese consumption,
preferences, and facts that would be obscured by more structured methods of data
collection. This method was selected in order to generate fresh ideas, understand
consumer vocabulary, and reveal their needs, motives and perceptions. Four in-depth
focus group interviews with regular cheese consumers were conducted in Yerevan. Two
of the groups consisted of eleven participants; the other group included 12 participants.
Approximately 1 hour was devoted to focus group discussion where 40 minutes was
allotted for preference analysis. To facilitate discussion of sensory attributes of the
cheeses, all participants blind-tasted and rated all four cheeses on a five-point scale. The
focus group interviews were transcribed from a digital audio recording and summarized
by four research assistants who also took notes during the discussions.
Person-administered surveys: Person-administered surveys were conducted by a
research team consisting of trained surveyors. Surveyors were selected from senior class
students of the Agribusiness Teaching Center which has a short course in conducting
person-administered interviews. Person-administered interviews were conducted in all
Yerevan communities according to their population, in public places such as
supermarkets, farmers markets, bus stops, etc. Participants were selected according to
random number tables generated with Excel.
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WORLD CHEESE CONSUMPTION TRENDS

Cheese production has been expanding steadily in the United States, European Union and
Russia since 2000. Worldwide, production has increased from 12.6 million metric tons in
2001 to a forecasted 14.1 million in 2006. Consumption has also been expanding, with
Russia growing at the largest rate. Consumption in the Russian Federation has increased
by 230,000 metric tons since 2001, however the European Union remains the largest
overall consumer, expected to consume over 6 million metric tons in 2006 (USDA, July
2006).
OECD forecasts show world cheese consumption increasing at 2.0% per annum to reach
21.4 million tones by 2013. Growth in cheese demand, in some developed countries has
been boosted in recent years following the outbreak of BSE and FMD in Europe and
Japan, which has prompted many consumers to substitute meat and meat products in their
diets with dairy products, particularly high value-added products such as cheeses.
Approximately three-quarters of world cheese consumption occurs in higher income
countries, and forecasts show that these countries are likely to consume more than twothirds of the forecast increase in world production in the period to 2013. Cheese is an
income sensitive product in many of these countries and often seen as a substitute for
meat and meat products. As a result, cheese producers are competing for new consumer
demand with increased product variety and increased use of recognized geographic
indicators. Cheese consumption in the EU-25 is forecast by the European Commission to
increase in the period to 2011 by 0.8% per annum to 18.7 Kg/capita, with consumption in
the EU-N10 increasing at a faster rate. EU-N10 per capita consumption is expected to
increase by 3.0% per annum to 15.7 Kg/capita and in the EU-15 by 0.5% per annum to
19.3 Kg/capita. Cheese consumption forecasts for the EU-15 by FAPRI predict a similar
increase in consumption in the medium-term. As production is constrained by milk
quotas, this likely growth in domestic consumption is expected to be met largely by a
relative decline in net exports.
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According to Agra CEAS Consulting, October 2004, U.S. producers have supplied 92
percent of the 1.8 billion-pound increase in cheese consumption since 1994, with half of
this new demand met by increased production in California alone, the milk lobby says.
Americans consumed 8.8 billion pounds of cheese in 2003 with a total market value of
$39.9 billion, according to the study. Of this total, commodity cheese represented
approximately eight billion pounds with an estimated market value of $33.5 billion, and
specialty cheese accounted for 815 million pounds worth an estimated $6.4 billion. (The
study defines "market value" to include the total sales value of cheese sold through
supermarkets and retail outlets, restaurants and fast food outlets, as well as the cheese
used as an ingredient in packaged foods.)
"In recent years, America has seen a virtual explosion in specialty cheese production,
including a growing artisan and farmstead industry that is producing cheeses that are now
being favorably compared with those of Europe," says Ms. Fletcher. "While it is hard to
estimate exactly how many specialty cheese makers there are in America, since some are
quite small and tend to have only a local or regional presence, our research identifies
more than 350 specialty, artisan and farmstead cheese makers spread across the country.
Of these, two-thirds are located in the country's three main cheese-producing regions:
California, Wisconsin and New England."
According to San Jose Business Journal - September 22, 2004, cheese production in 2004
turned out to be higher than we had previously anticipated, as did exports and domestic
consumption. This resulted from revised estimates of Greek data. Cheese production was
expected to further increase in 2005 and 2006 driven by increases in domestic
consumption. In 2005 cheese production increased mainly in Germany, Denmark, United
Kingdom, and Italy as Italian cheeses benefit from protection as Geographical Indicators
(GI’s) and increased volumes under storage aid. By contrast, French cheese production
was on the decline in 2005, depressed by domestic demand. Consolidation of processing
facilities is continuing in Ireland resulting in the closure of a cheese production plant.
Cheese production, including cheese for further processing, is increasing in Poland
because of strong EU demand. It should be noted that increased EU cheese production
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mainly means higher milk protein use and to a lesser extent increased butterfat use,
because of increasing consumer preferences for low fat cheeses. Cheese exports have
reportedly been decreasing in the first half of 2005 by 30,000 tons, mainly because of the
decrease in export refunds. Domestic consumption of cheese is continuing its increasing
trend in most MS throughout the whole EU. Interestingly, cheese is partially replacing
meat and sausages in consumers’ diet in Germany and Poland. Demand for cheese is
expected to further increase as cheese prices decrease. Consumption and production of
soft and blue-veined cheeses in France decreased in 2005. For 2006, both consumption
and production are forecast to continue to increase EU-wide (Source: Yvan Polet, 2005).
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CHEESE CONSUMPTION TRENDS FOR SELECTED EUROPEAN COUNTRIES

Austria: Between 1990 and 1999 Austrians displayed increasing preference for semihard cheeses and fresh cheeses. The increase in the demand for semi-hard cheese
indicates that innovation and variety can boost the market. (Agra CEAS Consulting,
October 2004).
Consumption of cheese and quark products has risen by 15% in Austria in the past 15
years, to stand in 2000 at almost 18kg per person. This compares to 12kg in 1993.
However, per capita consumption still lags way behind the average level in France
(23.7kg), Germany (20.9kg) and Italy (20.1 kg) but just above the EU average of 17.9kg.
Sliced cheese is still the most popular variety, making up 40% of total consumption of
cheese in volume terms. While this trend is on a slight decline, popularity of fresh cheese
varieties continues to grow, making up almost 30% of total tonnage. Among hard
cheeses, Emmental is the biggest favorite.
The number of different cheese and quark products rose by roughly 10% between 1999
and 2000, with Austrian consumers now taking their pick from over 160 domestic cheese
varieties, with between 15 and 20 new additions every year. Domestic producers are
becoming more innovative and the quality of their cheeses has been steadily increasing.
(Eurofood, May 10, 2001)
Belgium: Hard and semi-hard cheeses, such as Gouda, Edam and Emmental, are still the
most consumed cheeses, though soft and processed cheeses have become more popular.
Consumption of fresh cheese forms 25% of the non-processed cheese consumption.
Denmark: About 75% of the consumed cheeses are hard and semi-hard cheeses (e.g.
Danbo and Havarti). Despite the increasing popularity of organically produced cheeses,
less than 10% of the consumed cheese per capita is organic (but this is expected to
increase).
-7-

Finland: Hard and semi-hard cheeses remain the most consumed cheeses. The
“Finlandia” is still the most popular cheese among Finnish consumers. Consumption of
processed cheese has increased sharply in the past decade, mainly due to an enlarged
product range and increased imports. On average 20% of cheese consumed in 1999 was
imported.
France: French consumption of cheese is the largest in the world, with an average of
24.5kg per capita and per year. Total consumption was 1.45 million tons in 2001. Mode
of consumption is changing: cheese is not only eaten as a separate dish between the main
meal and the dessert but is also used in cooking (salads, tarts, sandwiches) and as snacks
and nibbles. These new ways of eating cheese represent around 20% of consumption.
Sales of pre-packed cheese portions are also developing.
In 2002, French exports of cheese were valued at €2 billion (unchanged compared to
2001 and up by 3.4% on 2000). In volume, this amounted to 502,700 tons. The UK was
France's third export market, taking 10.4% of total exports, behind Germany (25.2%) and
Belgium (13.6%). (British Embassy, May 2003 )
Between 1990 and 1999 the consumption of non-processed cheese increased by 0.9kg per
capita (3.9%). Most of this increase came from hard and semi-hard cheese. The
consumption per capita is split evenly between hard/semi-hard, soft and fresh (plus a
small amount of blue and processed cheese).
Greece: Feta accounts for the vast majority of Greek cheese consumption.
Germany: Semi-hard types have shown the strongest long-term growth. Traditional
products like Harzer (produced from skim milk), quark, and processed cheese are
stagnating. Consumption of cream cheese is growing due to increase in the freshly
prepared sandwich market. Mozzarella and Feta are also growing due to the increasing
popularity of the Mediterranean diet.
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Netherlands: Most of the consumed cheese is hard or semi-hard – especially Gouda,
Maasdam and Edam. Increasing consumption of low fat and no-fat cheese is also
increasing, particularly amongst the young.
Dutch cheese exports in 2004 remained more or less stable at 508 thousand tonnes.
Valuing at about Ђ 1.8 billion, cheese was responsible for almost half of the total value of
Dutch dairy exports. Dutch cheese trade is mostly targeting destinations within the EU
(85%). Neighbor country Germany is by far the most import market for Dutch cheese,
absorbing about 38% of total cheese exports in 2004. In the same year, total cheese
exports to EU member states showed a slight decline (-1%), which was not fully
compensated for by cheese exports to third countries, though these went up by a 4%.
Cheese trade to Russia showed further increase while also more cheese went to Algeria.
In addition to that, cheese exports to the USA, the number one market for Dutch cheese
outside the EU, reached to 12,400 tonnes, up 3%, while trade to the important Japanese
market remained stable.
Spain: Hard and semi-hard cheeses are still the most consumed, but Mozzarella and other
fresh cheeses have increased significantly (due mainly to the increase in the popularity of
Italian foods).
Sweden: Consumption of hard and semi-hard cheese makes up about 85% of total
consumption. Consumption of blue, soft, fresh and processed cheeses has increased.
United Kingdom: The growth in popularity of Italian food has boosted cheese
consumption overall. Growth in the UK sandwich market has also increased consumption
(as has the trend towards lighter foods and increased snacking). Increased incomes have
also widened the range of cheeses consumed in the UK. Shoppers have become more
willing to explore stronger flavors, premium brands, and more unusual lines which are
mainly imported. Cheddar accounts for the vast majority of Irish cheese consumption.
Processed cheese consumption is also substantial. (Source: Agra CEAS Consulting,
October 2004).
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DESCRIPTION OF SELECTED CHEESES

Blue cheese: A general classification of cow's milk, sheep's milk and/or goat's milk
cheeses that has had Penicillium cultures added so that the final product is spotted or
veined throughout with blue or blue-green mould. Some blue cheeses are injected with
spores before the curds have been formed and others have spores mixed in with the curds
before they are formed. Much like wines, many blue cheeses such as Roquefort,
Gorgonzola, and Stilton are a protected designation of origin in the European Union,
meaning they can bear the name only if they have been made in a particular region in a
certain country. Similarly, individual countries have protections of their own such as
France's Appellation d'Origine Contrôlée. The characteristic flavor of blue cheeses tends
to be sharp and a bit salty.
Blue cheese is believed to have been discovered by accident. The caves that early cheeses
were aged in shared the properties of being temperature and moisture controlled
environments, as well as being favorable to many varieties of mold. Roquefort is said to
have been invented in 1070 AD. Gorgonzola is one of the oldest known blue cheeses,
having been created around 879 AD, though it is said that it did not actually contain blueveins until around the 11th century. Stilton is a relatively new addition occurring
sometime in the 18th century. Many varieties of blue cheese that originated subsequently
were an attempt to fill the demand for Roquefort-style cheeses that were prohibitive
either due to cost or politics. (Wikipedia, the free encyclopedia).
Buried Cheese: Ethnic cheese made from goat milk, ages in special clay pots. The color
is white; the texture is soft, and crumbly. After 6 months of aging it has a distinctive
sharp salty taste. It contains spicy alpine herbs, thus acquires specific taste and aroma.
The cheese is sold in unique clay pots with the net weight of 0.3 kg or 0.75 kg. the pots
are sealed with red wax.
Chanakh: This is an ethnic cheese aged and stored in brine. It is made from cow’s milk.
The cheese has a soft texture scattered with many eyes and holes of different sizes and
shapes. The color is from white to light yellow. The aged cheese has a sharp salty taste
- 10 -

and specific flavor. It does not have a crust. The cheese is made in 4 – 6 kg bricks with a
square base and aged for 2 months. It is sold in vacuum packaged polymeric films or in
plastic buckets filled with brine.
Chechil: The ethnic cheese Chechil is made from pasteurized acidified cow’s milk, and
has a stingy semi-soft texture. The taste of the fresh cheese is pleasantly acid and the aged
cheese has a salty tang. The cheese is a braid composed of 3 – 4 loops with a weight of
0.3 – 1.5 kg. If the cheese is produced using traditional technology, on cutting it
lengthwise, there should be thin inseparable threads. The cheese is sold in vacuum
packaged polymeric films.
Cheddar: Originally made in the village of Cheddar in Somerset, England, this cow milk
cheese has been referenced since the 12th century. Cheddar cheese has become the most
popular cheese in the world with flavors ranging from mild to sharp and a color from
white to orange. It is aged from 9-24 months and consumed with everything from
sandwiches to apples.
Chevre: Chevre is a French goat cheese commonly eaten as a snack or dessert food.
They are produced in a wide range of textures and forms.
Edam: Originally produced in Holland, Edam is very similar to Gouda cheese. It is
usually covered with red wax, has a very mild taste, and is made from skimmed or semiskimmed cow’s milk. It has a soft, smooth texture and sweet taste. Mature Edam cheese
(over 17 weeks) is covered with black wax.
Emmental: It is mild and sweet in flavor, with holes created by carbon dioxide releases
during aging. It is produced with no rind and is commonly eaten with fruits and sliced
meats. Swiss cheese has a very smooth texture and has a shiny appearance.
Feta: A crumbly Greek cheese, Feta is made from cow, goat and sheep milk. The cheese
is white and salty, and is commonly added to salads or served with sliced tomatoes and
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herbs. It was originally made of unpasteurized sheep’s and goat’s milk, but now it is
mostly made from pasteurized cow’s milk for commercial sale.
Gouda: Dutch in origin, Gouda is similar to Edam, but has a higher fat content and
therefore a creamier taste. It is packaged with a yellow wax, except for mature cheese
(18+ months), which is packaged in black wax. Its history goes back to the Middle Ages,
and it is generally eaten with fruit, bread, and wine.
Lori: Semi-soft cheese made from pasteurized cow’s milk. The cheese has no crust and
ages in vacuum packaged polymeric films. The aging period is 2 months. The aged
cheese has slightly sharp and salty taste, the texture is dense and has scattered eyes of
different shapes and sizes. The color could be in the range of white to yellow. The cheese
shape is rectangular with a length of 28 cm, width of 14 – 15 cm, height of 11 – 12 cm
and weight of 4.0 – 5.5 kg.
Mozzarella: An Italian cheese, mozzarella was first made from the milk of water
buffalos, and is now made mostly from cow’s milk. Goat and buffalo milk mozzarella
are also produced, but in much smaller quantities. The cheese is commonly added to
salads and melted on sandwiches and pizzas. (University of Nebraska-Lincoln, October
2001)
Parmesan: Named for the region of Parma, Italy, Parmesan cheese is commonly enjoyed
as an addition to foods such as salad, pizza, soup and pasta. The yellowish cheese is
produced with cow milk and salted in brine for about a month before being aged for up to
two years. It has an inedible rind and has been produced since the 13th century.
Smoked Cheese: String braided smoked cheese, has a solid even texture. It is made from
cow’s milk. On cutting it lengthwise, there are thin inseparable threads. The cheese
surface is light to dark gold in color. The paste does not have eyes or holes. The taste and
flavor have the aroma typical to smoked products. The cheese is packaged in polymeric
vacuum film; weight is 0.3 to 1 kg.
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Suluguni: Suluguni is made by processing the cheese mass and is eaten fresh, after
salting for a day. The cheese is made from pasteurized cow’s milk. It has semi-soft and
layered texture, and is white to light yellow in color. The taste is pleasantly acid. It has no
eyes but some hollows. It is produced in cylinders, weighing 0.3 – 1.5 kg and sold in
vacuum packaged polymeric film. Suluguni is used as an appetizer, for pizza, cheese
pastries, hot sandwiches and baked puddings
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SECTION A: CHEESE PRICES IN YEREVAN MARKETS AND SUPERMARKETS

Today Armenian market is overloaded with a wide range of domestic and imported
cheeses. Tables below present information about availability of cheeses in some
supermarkets and their retail prices. Data was collected through visits, recording of the
information at the point of sale; as well as through interviews with the salespeople. Star
Table A1. Cheese prices, Start supermarkets

supermarket’s

salespeople

provided us with information
showing that the best selling
cheeses are Lori, Suluguni,
Maasdamer

and

the

least

popular is Edam (ball). Star
supermarket chain owns four
big supermarkets that are very popular in Yerevan furthermore it is planned to build two
new supermarkets in Yerevan. These supermarkets are popular due to their location,
promotional activities, affordable prices, and clean departments, in addition to the wide
range of products and big space and convenient positioning. It is open for promotional
actions, such as, in-store promotions, tasting etc. This supermarket chain is growing and
should be considered as a high quality retailer for new products: it is open to new ideas
and is easy for negotiations.
Another popular supermarket
chain

in

Yerevan

is

Table A2. Cheese prices, SAS supermarkets

SAS

supermarket. Majority of the
cheeses in this supermarket are
imported. This chain owns two
supermarkets;

the

big

one

situated on Tumanyan Street
which has very high cheese sale
records.

Salespeople

at

this

supermarket informed us about
the high demand for Holland
type cheeses, especially for Edam and Gouda, as well as, Illertaler, and Dorblue (blue
- 14 -

cheese). The sales assistant mentioned Lori and Suluguni as being the best sellers and
explained that there is an increasing demand for local goat cheeses. Consumers ask about
sheep cheese, which is not available in the supermarket due to low quality of the cheeses
offered. Table A2 presents cheese availability and prices at SAS supermarket. SAS
supermarkets adopted different strategies for promotional activities, with the most
popular being the special offer shelves where products are sold with discounts. These
supermarkets target average and above average consumers, thus prices are comparatively
higher.

Table A3 Cheese prices, Y&S Supermarkets

Yeritsyan

and

Sons

supermarket is one of the well
know supermarkets in Yerevan.
The stores dairy deparment of
the store provides a wide range
of cheeses both imported and
domestic. According to the
observations and interviews,
the best selling cheeses are
Lori,

Gouda,

Chanakh,

Chechil, Suluguni, Roquefort
and Alashkert. Yeritsyan &
Sons is considered to be a comparatively expensive supermarket. According to the
salespeople, the majority of the supermarket’s clients belong to average and high income
groups. Yeritsyan & Sons supermarket is open for promotional activities, but it is not
very convenient because of the lack of free space. Some other supermarket chains such as
Parma, AG and CITY were considered for the research as well. If we summarize all the
data, we can conclude that the leading cheeses in the Armenian market are local types,
such as, Lori, Chanakh and Chechil including foreign types such as Gouda, Cheddar,
Edam and Swiss cheeses.
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Preferred place for consumption
According to the Armenian National Statistics Agency, total volume of retail trade is
distributed the following way: 52% stores and supermarkets, 34% farmers markets, the
remaining 14% kiosks, agricultural products markets, while compared to 1999 people
preferred to do more shopping at farmer markets. The trend shows that people change
their places of consumption, and if in 1999 majority used to do their shopping at farmer
markets they have now shifted to stores and supermarkets. This shift is due to increased
number of supermarkets and stores along with the little difference in prices. Other factors
are convenience, service and sanitary
conditions that are much better in stores
and

supermarkets

than

in

farmer

markets. Generally most people buy
fruits

and

vegetables

from

farmer

markets, because supermarkets and food
stores do not provide a large variety of fresh products, while prices being comparatively
higher. Table A4. presents information that was collected during person-administered
interviews. 66% of people buy cheeses from food stores and supermarkets and only
25.2% from farmers markets. The prices, variety and the quality of the cheese at local
farmers markets differ as well. Market prices for Lori, Chanakh and sheep cheese were
studied and the findings are presented below in table A5. Sheep cheese is sold at farmers
market mainly and its average
price is 928 AMD. The Lori
cheese price difference compared
with

food

stores

and

supermarkets comprises about 100 AMD; the same can be stated for Chanakh type
cheeses. Sheep cheese is sold without any packaging and is usually kept in bad sanitary
conditions. The pictures presented in Appendix 3 were made during visits to markets. On
our request to show any documentation of product origin, etc. many responded that they
left it at home, but they have all the necessary papers for sale reasons. Not only
appearance of the cheese but smell is very bad. The sheep cheeses available in the
markets were from different regions of Armenia and Georgia. The major suppliers of
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sheep cheese are Aparan, Jermuk, Martuni, Sisian, Akhlkalak, Alaverdi, Ashtarak, Goris,
Talin, Eghegnadzor, Abovyan, Ashotsk and Amasia communities.
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SECTION B: PROFILE OF PERSON-ADMINISTERED SURVEY RESPONDENTS

Data collection was implemented by geographic segmentation by size of the communities
and randomly selected people in the streets using random number tables.
Table B1. Socio-economic characteristics of the sample
MARITAL STATUS

AGE RANGE

HOUSEHOLD SIZE

EDUCATION

INCOME LEVEL Chart B1
200
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Percent

80
60
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20
0

0.0

1
>50
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4
5
6
7
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<5009
In thousands Armenian Drams
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Chart B2. Respondent’s distribution by communities
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SECTION C: RESULTS OF PERSON ADMINISTERED SURVEY

There is a wide range of cheeses available in the marketplace, and we can observe it in
section A. In this section we will reveal the factors that affect the purchase preferences of
cheese consumers. All the respondents
do eat cheese, but one of the points that
we were investigating was the kind of
cheese they consume: cheeses from
cow, sheep or goat milk. According to
the data collected and summarized in
table C1, almost everyone eats cheese from cow milk, the next most popular is sheep
cheese at 28.7%, and only 3.4% consume goat cheese. Sales records and interviews with
supermarkets have shown that the best selling cheeses are Armenian cheeses such as
Lori, Chanakh and Gouda and Edam, all made from cow milk.
Table C2 presents information
about

cheese

priorities

of

consumers, in other words the
cheeses most needed/wanted by
consumers. Still the leaders are
Armenian

Lori

cheese

and

Chanakh. Though based on the
information collected during focus
groups, if the disposable income of
households increase they will still
buy Lori and Chanakh type cheeses, but in less quantities and would be willing to buy
more Gouda and Cheddar type cheeses. The third and fourth preferences of respondents
are Chechil and blue cheeses although, they are far from the ratings of Lori and Chanakh,
they still constitute the priority of 5% of the population. The demand for Lori and
Chanakh cheese is obvious and easy to understand; the prices of these cheeses are
affordable and the fat and salt in them are consistent with preferences of Armenian
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consumers. Table C3 presents general cheese preferences for the sample observed; this
table is one of the key results of the research because it indicates the reason why people
prefer

the

cheeses

that

were

mentioned in section A and table C2.
It was found that the most important
factor

considered

while

buying

cheese is the fat content. Higher fat
content is valued more than low fat
content. People usually associate fat
content with the color, which in
many cases is due to additives. Table
C3 summarizes all the factors and
their importance for consumers. We
have seen data that were provided by salespeople of supermarkets and sale records, where
three of the cheeses were Lori, Gouda and Swiss types. As a matter of fact, all these
cheeses have high percentages of fat, and the majority of people take into account the fat
rate in Lori cheese while purchasing. Thus, almost 42 percent of the respondents chose
fat as the most important factor while choosing cheese. Taste is the second factor,
constituting 16%, although it would be much more if we did not break it down into
characteristics such as fat, salt, maturity, etc. Armenian consumers are different with their
salt preferences in cheeses, and while American and European type cheeses usually have
a low percentage of salt, Armenians prefer saltier cheeses. Of course, salt content is not
the most important for cheese selection but it constitutes some 7.2% and should be
considered in cheese production and marketing. 8.5% of respondents place the emphasis
on price while purchasing. Certainly, they would like to buy good quality cheese, but the
first thing they pay attention to is the price. The last factor of much significance was
color: almost 5% of respondents place their priority on cheese color. The remaining 6.1%
was distributed between country of origin, maturity, packaging, texture, label and brand.
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This small table presents crucial information for cheese producers and marketers, gives
an idea of the preferences of people and can be considered as a simple consumer need
identification and satisfaction guide. Using this information to produce a cheese that will
satisfy some niche of the market is not enough because, a comprehensive marketing
campaign should cover the right target markets integrated with the marketing mix to
inform people about product availability and pricing through the research results.
The market has different requirements for producers, not only regarding the actual
product’s characteristics but also with regard to size and packaging. Table C3 presents
information about packaging. Packaging involves the development of a container and a
graphic design for the product.
50.0

Like a brand name, a package

45.0
40.0

can influence customer attitudes

35.0
30.0

toward a product, affecting their

25.0
20.0

purchase decisions. Effective

15.0
10.0

packaging means more than

5.0
0.0
Clay pot

Plastic

Cellophane
w ith no
vacum

Cellophane
w ith vaccum

Chart C1. Packaging preferences

Sold by
w eigh,
w raped

No
preference

simply

putting

products

in

containers and covering them

with wrappers. First, packaging materials serve the basic purpose of maintaining the
functional form of the product. Besides the safety reasons, packaging offers convenience
to consumer. Chart C1 presents the types of packaging that respondents prefer. The most
preferred packaging is cellophane with vacuum and it constitutes more than 50% of the
respondents. Currently local producers are gradually shifting to this kind of packaging,
and companies such as Golden Goat Plus, Vayots Dzor Frukt, Selim, Igit, Ashotsk
Cheese plant and others use this type of packaging. Plastic and clay pot packaging are
less popular and together constitute less than 10%. Two moderately preferred packaging
types, which constitute 27% together, are cellophane packaging, and wrapped cheese that
is sliced and sold at supermarkets without special packaging. 14% of respondents don’t
have special preferences for cheese packaging. During the focus group discussion
everyone complained about Edam (ball) cheese packaging. It has the form of a ball
participants complained about its inconvenience. Finally, although consumers prefer
attractive, effective and convenient packaging, the cost of such packaging is high
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(Source: William M. Pride, O.C.Ferrel, 2003.) When we speak about the convenience of
packaging we also mean its size. Currently, the size of the packaging has its input in the
marketing mix, and is used in promotional campaigns, pricing strategies and distribution
of the products. You may notice that very often there are specialty actions such as 10%
more milk powder per package for the same price, etc. Data about packaging size
preferences is summarized in chart C2. There are people who prefer to buy 3 or 5 kg of
cheese and consume it for a long time, but the majority of respondents prefer 1 kg and
400-500 gram packaging. If we summarize charts C1 and C2 we can conclude that the
most preferred cheese packaging weighs from 400 grams to 1 kg and has vacuum
packaging. This data reveals all the packaging preferences, nevertheless we should also
think about labeling, which is closely interrelated with packaging and is used for
identification, promotional and legal

Chart C2. Packaging size preferences

purposes. The most important function

40.0
35.0

of the label is to give information

30.0
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about the product: what it is made
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label can be part of the package or can

be a separate feature attached to the package. Labels facilitate the identification of a
product by displaying the brand name along with a unique graphic design however still
fewer people read labels to find out information about the product. When the market for
organic food was studied (Market perspectives for organic food in Armenia), a question
about reading labels was directed to respondents. During those interviews shelf life was
the main category that people usually pay attention to.
Chart C4. Factors for local cheese preferences

The final step in the study of
general cheese preferences is
the domestic and imported
cheese

ratio.

respondents

85%

prefer

of

locally

produced cheeses; table C4
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delineates this information. As you can see, the main characteristic that people prefer in
local cheese is mainly superior taste, superior smell and affordable prices. Numbers
presented in this section give us a clear picture of consumer needs for the cheeses.
There is a monotonic relationship between disposable income and cheese preference; this
relationship was mainly discussed during the focus group discussion. In other words, as
disposable incomes of households increase they shift their cheese preferences. In our
research we may forecast that if disposable income increases people would buy more
Holland type cheeses, and it is also possible that consumption of Lori and Chanakh type
cheese will decrease due to increases in the consumption of other substitute products.
Thus, we can state that people prefer locally produced cheeses that have high rates of fat,
are packaged in 0.4-1 kg vacuum-sealed packages and sold at food stores and
supermarkets.
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SECTION D: SHEEP CHEESE CONSUMPTION AND PREFERENCES

In section C we saw that 28.7 % of respondents buy sheep cheese, and it is ranked second
in popularity. Section B presents information about sheep cheese availability and pricing
in Yerevan. Research results show that in comparison to cow and goat cheeses, sheep
cheese is sold mainly in farmers markets and food stores at the average price of 928
AMD. In addition, sheep cheese is
mainly sold without packaging, as
well as being produced and sold in
poor sanitary conditions. These facts
make sheep cheese demand stay
lower than it is potential and keep its
price quite low. Chart D1 presents the
average price that sheep cheese
consumers pay per kilo of sheep
cheese. Actually, sheep cheese prices in the US and EU differs considerably. For
example, sheep Feta cheese in Portugal costs from $9 to $40. In contrast, the cheese sold
at farmers markets in Armenia will remain priced under $3; unless, the whole process
from sheep breeding and milking to processing
and packaging is improved. According to the
respondents’ responses, the majority of them
buy sheep cheese in farmers markets and food
stores. Very few, 12% respondents buy sheep
cheese in supermarkets and specialty stores.
According to supermarket chain’s salespeople,
consumers usually ask for sheep cheese but it is
not sold at supermarkets because of the low
quality of locally supplied sheep cheese. Salespeople of supermarkets and cheese
consumers use the term “low quality”. There are different factors and cheese
characteristics that may cause the low quality of the product: sanitary conditions, poor
packaging, bad smell, bad taste, etc. To pinpoint the reason that people do not buy sheep
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cheese, a corresponding question was
included in the person-administered
interviews

and

focus

group

discussions. Table D1 summarizes
the responses of 392 people not
consuming sheep cheese, and from
this we can conclude that the most
important factor, which constitutes more than 50%, is the smell of the cheese. Two other
significant factors are the taste of the cheese and poor sanitary conditions at the point of
sale. Only 17.3% of respondents do not like sheep cheese at all, and if we apply this
number to total cheese consumer population it will constitute only 12%. This statement
proves that if sheep cheese quality is
improved, the number of sheep
cheese

consumers

will

triple.

Increase in demand of the product
will bring about increase in supply
and prices. But what is the price
premium that people are willing to
pay

if

improves?

sheep

cheese

The

answer

quality
to

this

question is presented in table D2. As
you can see there are three main categories that fall under 1000, 1200, and 1500 AMD
per kilo. If we summarize the data in table D1-2 we can conclude that as a result of
improvements in sheep cheese, its market
will increase dramatically consequently
increasing the price as well. Currently,
sheep cheese consumers consume sheep
cheese as presented in table D3, where
the light yellow bar presents the number
of people and the other bar – the percent.
As you can see, the majority buys less
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than 0.5 kg of sheep cheese per week, while most others purchase 1-2 kilograms per
week. As mentioned above, the majority of non sheep cheese consumers would buy sheep
cheese if the quality were better. As a conclusion to this section, we can state that there is
a market for sheep cheese and that this market has a big potential if cheese quality is
improved, according to sample preferences. Sections A, C, and D give information on
some cheese marketing tactics.
1. Product: Sheep cheese in Armenia is mainly considered a consumer product, which is
purchased to satisfy personal and family needs. There is a demand for sheep cheese, and
there is a big market potential if it is produced and sold in required sanitary conditions,
and if smell and taste are improved. The final improved product should be packaged in
500-1000 gr. vacuum-sealed cellophane. When sheep cheese and its packaging are
improved it will go through the product adoption process, which implies some stages that
buyers go though in accepting the product. These stages are awareness, interest,
evaluation, trial, and adoption. Each of these steps is important; the first three stages are
learning while the other two are actions. By means of advertisement and sales promotion,
consumers become aware of the product and if they are interested they evaluate the offer,
try it, as which point they either adopt it or reject (Source: William M. Pride, O.C.Ferrel,
2003). There is a problem associated with the product marketing stage in Armenia
because in many cases the product quality is not consistent. The producer must
consistently monitor product quality to supply the same product to the target market.
2. Price: Price depends on the cost of production, pricing strategy and target market. The
first things a producer must consider while calculating cost of production are the fixed
and variable costs. After that, the marginal cost should be calculated to identify the
optimal production volume. As soon as cost of production is calculated the producer must
analyze market prices, evaluate the target market and select pricing objectives. For this
particular case, pricing objectives can be considered as product quality and market share.
These two objectives are directly connected with sheep cheese improvement. The product
quality objective suggests that a company should attempt to become the leader of its
industry in product quality. This goal normally dictates a high price to cover the increased
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production costs of high quality products. This is important because brands that
consumers perceive to be of high quality are more likely to survive in a competitive
market place. The second strategy is market share: many companies establish pricing
objectives to maintain or increase market share, product sales in relation to total industry
sales. Despite the general assumption that price is a major issue for buyers, the
importance of the price depends on the target market and its potential, as well as the
purchase situation.
3. Place (distribution). Section A was dedicated to analyzing sheep cheese availability in
supermarkets and product location preferences of consumers. We can see that people buy
sheep cheese mainly from farmers markets and food stores. Of course this is affected by
the fact that most supermarkets and food store chains in Yerevan do not sell sheep cheese
at all, and as the result people look for it in the farmers markets. There are different ways
product distribution that can be applied, in Armenia the most popular method being direct
distribution, as long as the organization has vehicles for distributing products to retailers.
The product must be in the right place at the right time.
4. Promotion: There are two types of promotion available for producers to inform
consumers about product availability or express its uniqueness and importance.
Advertisement is the most popular means of promotion in Armenia, while there is an
increasing trend of using sales promotion as well. The following can be considered
objectives for sheep cheese promotions: create awareness and stimulate demand. In order
to initiate the product adoption process, developing awareness is critical. Then it has to
stimulate demand. Promotion may be intended for retail outlets as well as consumers,
with the latter being more popular in Armenia. Generally, there are many different
methods of promotion, including four main categories: advertisement, sales promotion,
personal selling and public relations. The last two methods are not popular with food
products, while advertisement in the mass media is most applicable. Some methods of
sales promotion that can be considered for sheep cheese market development: those are
coupons, sell-back allowances, dealer loaders and in-store promotions. There are different
types of magazines produced in Armenia which they are targeted toward the middle-
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income consumer. Some of those magazines such as Yerevan and Elite Life can be
considered for inserting coupons. Coupons are price reduction tools used to encourage
consumers to buy specific products. Sell-back (scan-back) allowance is a reward to
retailers based on the quantity of product sold. Dealer loader can be used as well, for
example if someone buys three pieces of sheep cheese; he/she gets the fourth one for free.
These actions are usually conducted for some specific period of time and may be
combined with in-store promotions or product tasting (William M. Pride, O.C.Ferrel,
2003).
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SECTION E: FOCUS GROUP AND BLIND TASTING DATA ANALISYS

Qualitative methods such as focus groups were conducted together with blind tasting of
the cheeses. Through combining the two methods, we were able to collect information
about cheese preferences of the participants as well as evaluate four types of cheeses:
Gouda, Edam, Parmesan and Cheddar. The following information was identified though
focus group discussion:
Lori cheese can be called an “optimal” cheese for the majority of local consumers; it
satisfies consumer needs by having optimal fat and salt content, as well as affordable
price. According to focus groups and interviews with supermarkets, Lori is the most
consumed cheese in Armenia. Optimally satisfying demand does not imply that a cheese
is the best though; focus group discussion data has shown that there is a negative
correlation between Lori cheese consumption and income level. As disposable income
increases those people that consume Lori cheese buy it less often, and substitute it with
mainly Holland type cheeses. The most preferred Lori cheese is one made in Tashir
region (Often still referred to as Kalinino).
Discussions about the size and packaging preferences of consumers resulted in the same
data as in person administered surveys. People prefer 500-1000g. packaging, very few
participants mentioned three kilogram packages, and the majority usually buys cheese
from the factories. Vacuum packaging is still most popular among participants.
Basically, participants preferred Holland type cheeses because of the smoothness of the
taste, fat and salt content, and attractive color. Chart D1 presents results of blind tasting
where participants were asked to evaluate four types of cheese - Edam, Gouda, Cheddar
and Parmesan, using fat content, salt content, smell, color and texture as criteria. As a
result, most points were given to Gouda type cheese (4.32 out 5 points). Edam and
Cheddar cheeses were also close to Gouda, while the fewest points were given to
Parmesan cheese (3.24). Some of the participants of the focus group were employees and
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managers of food stores and this fact gave us additional opportunity to get into details
such us demand and pricing for the cheeses.
The average price that they would pay for Gouda and Edam cheeses is 2000-2500 AMD
per kilogram, for Cheddar 2000-2300 AMD. The biggest influence on cheese
consumption is the content of fat, salt, and price. Smell is the first priority for the sheep
cheese. All of the participants prefer to buy locally produced cheeses.
The results concerning the question, “If disposable income increased, would you shift
your cheese buying preferences?” did not surprise. Participants explained that they still
would buy Lori type cheese but would buy less, and in turn also buy Dutch cheeses and
Blue cheese.

Chart E 1: Results of blind tasting

Gouda

Edam

Cheddar

Parmesan
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SECTION F: IMPACT OF EXCHANGE RATE FLUCTUATION ON CHEESE
EXPORT/IMPORT
In the beginning of the report, some data were presented about Armenian cheese export
indicating an increase during recent years. According to the Statistical Agency, export of
curds and cheese has increased more than 4 times, but is this trend going to stay the
same? There are several factors that may have influence on the level of export and one of
them is exchange rate fluctuations. The exchange rate expresses the national currency's
quotation with respect to foreign ones. Chart F1 below presents USD, EUR, and RUR
exchange rates against AMD from the year 2000 to 2006. This information is provided
by the Central Bank of Armenia and as demonstrated in the chart starting from the year
2004 USD, EUR and RUR have started to decline. How does the exchange rate affect
cheese trade balance? There are several assumptions as to the exchange rate impact on
export, but the first thing we need to look at is what has been happening with export this
year. According to Russian
news agency Regnum, during
the last eight months Armenian
export have decreased by 3.6%
while import increased by 20%.
(Regnum Information Agency,
2006),

Armenian

appreciation

against

dram
foreign

currencies has created favorable
conditions for import to Armenia, while it is negative for export. As an example, consider
the cheese export case. At the exporter’s request, the name of the company is not
mentioned, but the numbers are real. In August 2005 cheese producer “X” exported a
container of cheese to the USA for a price of 5 USD per kilogram. The container capacity
was 12,000 kg and the cost was 60,000 USD. According to the Central Bank of Armenia,
the exchange rate for 1 USD against AMD on August 1st was 440. Thus to calculate the
revenue of the transaction in AMD we multiply 60,000 USD by the exchange rate of 440
AMD and as a result get 26,400,000 AMD. In October 2006, the Armenian dram
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appreciated against the US dollar and constituted 377 AMD per 1 USD. As a result, for
12,000 kg cheese export to the USA, the cheese producer receives the same 5 USD,
because exchange rate fluctuations in Armenia are not reflected in the United States, and
for the 12 tons of cheese, the producer receives 60,000 USD, which equals
60,000*377=22,620,000 AMD. In other words, because of the exchange rate fluctuation,
the cheese producer has lost 26,400,000-22,620,000=3,780,000 AMD. This trend has a
negative effect on trade balance, and the information provided above is the best proof;
during the last eight-months import increased by 20% while export decreased by 3.6%.
Both numbers are negative economic indicators. Decrease in export and increase in
import has a negative effect on GDP, and as a result of the negative trade balance GDP is
decreasing as well, slowing economic growth. Economic growth is defined and measured
in two ways, an increase in real GDP occurring over some time period and increase in
real GDP per capita over some period of time.
Besides the losses that cheese producers incur because of foreign currency depreciation,
there is also a threat to lose local market share. An alternative to exporting is to produce
more goods for consumption in the domestic market. However, given the comparatively
small size of the Armenian market there is a limited scope for local producers to divert
production away from exporting. Besides this, as a result of AMD appreciation the
Armenian market becomes more attractive for foreign producers which create more
competition for local products. In this situation there are two main strategies that
producers can apply; cost leadership and product differentiation strategy. A cost
leadership strategy is an integrated set of actions designed to produce or deliver goods or
services at the lowest cost, relative to competitors, with features that are acceptable by
customers. Successful implementation of the cost leadership strategy requires a consistent
focus on driving costs lower, relative to competitors’ cost. In our case producers should
concentrate on product differentiation strategy, because appreciation of Armenian dram
will bring to lower cost of imported cheeses. The differentiation strategy is an integrated
set of actions designed to produce goods or services that customer’s perceive as being
different in ways that are important to them. With the differentiation strategy, the unique
attributes and characteristic of a firm’s product provide value to customers. Because a
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differentiated products satisfies customer’s unique needs, firm following the
differentiation strategy usually charge premium prices. In our case product differentiation
strategy must concentrate on features and characteristics that may differentiate product
from imported and create value for the customers. For example we already know that
Armenian consumer prefers locally produced cheese, so advertisement may differentiate
product and inform about availability of locally produced Gouda cheese. Every company
that uses the differentiation strategy should also be careful, because a customer might
decide that the price differential between the differentiator and cost leader’s is too large.
There is another integrated cost leadership/differentiation strategy. Differentiation leads
to premium prices at the same time that cost leadership strategy implies lower costs.
Thus, the integrated strategy allows firm to gain competitive advantage by offering tow
types of values to customers; some differentiated features (but fewer than those provided
by the product differentiation firm) and relatively low cost (but not as low as the products
of the cost leader). There is also risk about strategies that we mentioned above,
competitive risk associated with the cost leadership strategy include a loss of competitive
advantage to newer technologies, a failure to detect changes in customers’ needs, and the
ability of competitors to imitate the cost leader’s competitive advantage though their own
unique strategic actions. Risk associated with the differentiation strategy include that a
customer might decide that the price differential between the differentiator and cost
leader’s is too large, the ability to competitor to provide customers with products that
have similar features etc. (Michael A. Hitt, R. Duane Ireland, Robert E. Hoskisson)
We can summarize the exchange rate fluctuation impact on cheese export as negative. As
a result of AMD appreciation import tends to increase while export decrease. There is no
data available on cheese export/import relations in 2006 to evaluate exchange rate impact.
Product differentiation is one of the possible strategy that may be applied in order not to
lose local and international markets.
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CONCLUSION AND RECOMMENDATIONS
During the recent years the number of cheese producers in Armenia has grown due to
increasing cheese demand in domestic and export markets. Consumption of cheese has
been increasing as a result of population growth and increase in per capita consumption.
The latter is affected by economic factors such as higher consumer income and relative
stability of cheese prices in comparison to those of other food products. According to the
Armenian National Statistics Agency, cheese and curd export have exceeded import by
more than 400%. Armenia supplies 3% of total brine cheese in the Russian Federation
and exports goat and cow cheeses to US. Armenian dairy producers produce cheese
from cow, sheep and goat milk and promote import substitution by means of production
of Edam, Gouda, Emmental, Feta, Blue cheese, Cheddar etc.
Although the information provided above is positive there are few companies that are
market-oriented and produce cheese based on consumer needs. Armenian consumers
are different from American, French or Greek cheese consumers, and though many
companies produce and successfully sell Armenian Lori and Chanakh type cheeses they
need to be careful in new product development and marketing. Even Armenian Lori
cheese can have certain characteristics like fat and salt content that affect consumer
preferences.
The core of market-oriented approach is listening to the customer. “Listen to your
customers” means much more than polls and focus groups, because before asking
customers about a product or service, a company needs to identify market segments
and select one or more segments (target market) that the company prefers to
concentrate its marketing strategy on. Products have different features and customers
perceive those features as benefits. Thus, if the consumer buys cheese in a plastic
bucket, the later in this case is the feature for the company, but for the consumer it is a
convenience. “Customers tell you what they want. Your organization’s capabilities
determine what you can do for them” (Don Sexton, 2006)
Consumers in Yerevan prioritize cheeses from cow milk, mainly Lori (66% of
respondents) and Chanakh (26.4% of respondents) type cheeses. Although these
cheeses are the most popular among consumers in Yerevan, interviews with
salespeople of supermarket chains and survey’s, portrays monotonic relationship
between Lori cheese consumption and disposable income. As disposable income
increases, Lori cheese consumption reduces: consumers' preferences shift to Gouda
and Edam type cheeses, but Lori cheese is still going to be a competitive cheese for its
optimal taste and affordable price.
As it was already mentioned, Lori and Chanakh cheeses are very popular, but still there
are preferences for Lori and Chanakh cheeses as well. For example, consumers still
look for Lori that is made in Tashir because of their perceptions about quality. There are
many other factors affecting the selection of Lori cheeses such as color of the
cellophane, color of the cheese, etc. Because the domestic market is overloaded with
Lori type cheeses and at the same time it is the most popular and demanded cheese,
two strategies may be applied for its marketing - product differentiation and cost
leadership. The first strategy – differentiation implies the focus on specific characteristics
(e.g. packaging or promotion) that will differentiate one Lori cheese from others available
in the marketplace. While the market is overloaded with different brands, this strategy is
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particularly proper. Companies need to pay special attention to this strategy since major
changes may result in an image suggesting that the product is different not by its
characteristics but overall.
Products can be differentiated by means of advertisement and sales promotion as well.
The main purpose of product differentiation strategy is to either modify the product or to
create a different image in the minds of customers that will add value to the product. In
many cases product differentiation strategy requires investment and increases cost of
production. Second strategy implies lowering prices, and usually the sale of products
with lowered prices has low profit margin per unit or kilo, and the main emphasis is put
on the quantity sold.
Increasing disposable income will bring about increases in Holland Gouda and Edam
type cheese consumption and as a result of this trend growing demand for the import of
those cheeses will increase. Domestic producers of Gouda and Edam cheese have big
opportunities to attack the market at this specific time because 85% of cheese
consumers prefer locally produced cheeses. Although packaging is not the first priority
while purchasing cheese, people prefer to buy foreign cheeses and pay a lot of attention
to packaging and labeling.
Table C3 contains crucial information about consumer cheese preferences that are
sorted according to their importance. In this table fat content is the most important factor,
and for 41.4% of respondents it is the most important characteristic considered for
purchase decision-making. People prefer cheeses with higher fat content, and some of
them determining fat content with the color of the cheese. Other factors important for the
consumer is taste, smell price, salt content, etc. (see table C3). Armenian consumers
have become more sensitive to cheese packaging and size of the packaging, and
although packaging is not the first priority for cheese purchase it has influence on
purchase decision. Almost 50% of the survey respondents prefer vacuum packaging.
10% of the respondents prefer cellophane with no vacuum and cheeses with any
packaging. Few respondents, less than five percent prefer clay pots and plastic
packaging. Though the type of packaging is very important for consumers, its size is
important as well: a one kilo packages are considered the best size for almost 40% of
respondents. The other two big categories are 400-500 gr. packages for 25% of
respondents and two kilo packages for 15% of them.
This paragraph provided all the necessary information for packaging selection; it
determined the most preferred types and sizes of packaging. This information can be
used in marketing plans for considering cheese packaging solutions and decisions.
Consumers prefer 0.4-1kg vacuum packages. This information should be reviewed, if a
company concentrates on some specific target market, whose preferences may differ
from the general consumer preferences.
85% of consumers in Yerevan prefer locally produced cheeses, with three dominant
factors that affect their decisions. The most important factors in buying local cheese are
the taste and price. Consumers also prefer cheeses produced and sold in satisfactory
sanitary conditions. Armenian consumers trust local producers and choose locally
produced products. Lori cheese is the best example where taste creates value for the
consumers along affordable price. But still while purchasing foreign type cheeses like
Gouda and Edam, consumers expect attractive packaging and labeling as well.
Although consumers prefer vacuum packaging, they still maintain certain habits
connected to their preferences for some cheese types. The best example is Lori cheese
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packaging. Consumers are used to Lori cheese blocks with a weight of 4-5 kilo,
packaged in yellow or red cellophane. Even the cellophane color affects consumers’
decisions, and though the same producer packages its products in red and yellow
cellophane, many consumers assure that cheese in one color package is better than that
in the other; based on their previous purchase experience. If a company prefers
changing this package, it must be done gradually and carefully. This is different for
cheeses of foreign production: consumers expect attractive packaging and labeling for
foreign products.
Consumer preferences for sheep cheeses are substantially different and unique. Some
consumers are concerned about getting sick, while others can not stand its smell. The
latter is the leading factor affecting sheep cheese buying decisions: it has become
common knowledge that sheep cheese smells bad and is sold in nonconforming
conditions in markets. Only 28.7% of all respondents buy sheep cheese, with the
majority of them buying in markets. Out of 71.3 % (324) respondents not buying sheep
cheese only 13.3% do not buy for preference reasons: dislike for both sheep cheese and
meat. The dominant factor is the smell of the cheese constituting 55.9%. The other two
large categories are taste 15.3% and sanitary conditions at sales points 10.6%.
Low quality cheese is only a symptom of the problem, while the real problem lies in
sheep milk production. The only way to improve sheep cheese quality is to start from
sheep cheese keeping, breeding and milking processes. The processed milk has low
quality and thus logically the cheese will have the same quality. Consumers are willing to
pay premium for improved sheep, and improvement should start from the milk quality.
The milk should be processed in satisfactory sanitary conditions and be pasteurized to
eliminate sheep type brucellosis. After these requirements are fulfilled, above-mentioned
recommendations can be followed and the cheese can be packed in vacuum packages.
Besides improvement of production and packaging, market channels should be
developed to deliver to product to the supermarket and specialty cheese stores.
Sheep cheese in Armenia is mainly considered a consumer product, which is purchased
to satisfy personal and family needs. When sheep cheese and its packaging are
improved, it will go through the product adoption process, which implies some stages
that buyers go through in accepting the product. These stages are awareness, interest,
evaluation, trial, and adoption. Each of these steps is important; the first three stages are
learning while the other two are actions. By means of advertisement and sales
promotion, consumers become aware of the product and if they are interested they
evaluate the offer, try it, adopt it or reject (William M. Pride, O.C. Ferrel, 2003). There is
a problem associated with the product marketing stages in Armenia because in many
cases the product quality fluctuates. A producer must consistently monitor product
quality to supply the same product to the target market.
There are two types of promotion available for producers to inform about product
availability or express its uniqueness and importance. Advertisement is the most popular
means of promotion in Armenia, while there is an increasing trend of using sales
promotion as well. The following can be considered objectives for sheep cheese
promotions: create awareness and stimulate demand. In order to initiate the product
adoption process, developing awareness is critical. Then it has to stimulate demand.
Promotion may be intended for retail outlets as well as consumers, with the latter being
more popular in Armenia. Generally, there are many different methods of promotion,
including four main categories: advertisement, sales promotion, personal selling and
public relations. The last two methods are not popular with food products, while
advertisement in the mass media is most applicable. Some methods of sales promotion
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can be considered for sheep cheese market development: those are coupons, sell-back
allowances, dealer loaders and in-store promotions.
An advertisement must have clear and understandable meaning. Many companies in
Armenia use the term “quality”, which is vague and doesn’t give full overview of what
message the company tries to deliver. We know that consumers want sheep cheese
smell to be eliminated and are concerned about decreases. Thus, if a company
pasteurizes milk and eliminates sheep cheese smell, an advertisement should be built
on these two factors; instead of using phrases such as “we improved quality” it is better
to mention that milk is pasteurized and explain how that process eliminates diseases,
clears the smell and results in sheep cheese improvement. Another important feature of
this stage is the ability to measure customer satisfaction, since as soon as you can
measure output you can manage it.

38

REFERENCES

1. National Statistical Agency of the Republic of
Armenia. Foreign trade of Republic of
Armenia by commodity subgroups for 2005.
http://www.armstat.am/Publications/Publicati
ons2005.asp
2. М. Бросимов. “Сыроделие и маслоделие,
номер 5”, Импорт сыров в Россию. 2006
3. USDA Foreign Agricultural Service:
Production, Supply and Distribution, “Cheese
Selected Countries.”
http://www.fas.usda.gov/psd/complete_tables/
DA-table2-136.htm July 20, 2006

10. British Embassy, Paris “The French Market
For Cheese” May 2003

11. Food processing center, institute of
agriculture and natural recourses, University
of Nebraska-Lincoln, October 2001, “The
specialty cheese market”, pages 53-60.

12. William M. Pride, O.C.Ferrel, “Marketing
Concepts and Strategies” 2003, page 313314, Chapter 12 “Branding and Packaging”.

13. Armen Harutyunyan, “Market perspectives
for organic food in Armenia”, March 30,
2006, Appendix B

4. (Agra CEAS Consulting 10.04), “October
2004, “Desktop study into demand for dairy”,
page Americans

14. William M. Pride, O.C.Ferrel, “Marketing

5. U.S. cheese consumption up sharply, Silicon
Valley/San Jose Business Journal - September
22, 2004

15. William M. Pride, O.C.Ferrel, “Marketing

6. Yvan Polet, EU-25 Dairy and Products
Annual 2005, GAIN Report # E35202, pages
7, 10/21/2005

7. Agra CEAS Consulting, “October 2004,
“Desktop study into demand for dairy”
8. Wikipedia, the free encyclopedia, Blue
Cheese,
http://en.wikipedia.org/wiki/Blue_cheese, last
modified 21:52, 1 December 2006

9. Eurofood, May 10, 2001 Austria: becoming a
cheese nation - Brief Article,
http://www.findarticles.com/p/articles/mi_m0
DQA/is_2001_May_10/ai_75086752

Concepts and Strategies” 2003, page 262263, Chapter 10 “Product Concept”.

Concepts and Strategies” 2003, page 503508, Chapter 19 “Personal selling and sales
promotion”.

16. Regnum Information Agency,
http://www.regnum.ru/news/districtabroad/armenia/713816.html.
17. (Michael A. Hitt, R. Duane Ireland, Robert

E. Hoskisson. “Strategic management
competitiveness and globalization” fourth
edition, Chapter 4, business level strategies,
pages 155, 163, 173. South-Western College
Publishing, 2001).
18. (Don Sexton, “Marketing 101” Trump
University 2006, Chapter 7, Understanding
your organization’s capabilities)

39

Research coordinated by: Armen Harutyunyan
Written by: Armen Harutyunyan
Edit by: Naira Mkrtchyan, Morgan Cantrell, Anita Manukyan
Designed by: Armen Harutyunyan
Data collected by: Morgan Cantrell, Olga Kudoyan, Shushan Arabajyan, Astghik Baghdasarova
Data input forms prepared by: Sona Tadevosyan
Data input: Olga Kudoyan, Shushan Arabajyan

40

41

APPENDIX I

Community
Nor Nork
Shengavit
Malatia-Sebastia
Arabkir
Kentron
Erebuni
Acahpnyak
Kanaker-Zejtun
Avan
Davitashen
Nork Marash
Nubarashen

Community population
143,300
142,200
140,900
131,600
129,700
119,500
106,700
78,000
50,400
40,400
11,600
9,500

Sample size
78
77
77
72
71
65
58
42
27
22
6
5

Appendix II

Cheese Consumer Questionnaire
(FOR PERSON ADMINISTERED SURVEY)
TO BE FILLED BY INTERVIEWER

Location (community) ________________
Time: Start at ___ end at ___
Surveyors ID number ______
PART I (GENERAL CHEESE SECTION)

1) Which cheeses do you usually buy?
Cow cheese
Goat cheese
Sheep cheese

(1)
(2)
(3)

2) Please rank each type of cheese in terms of your preferences, place “1” by your first choice, “2” by
your second choice and so on up to 3.
___ Blue Cheese
___ Buried cheese
___ Chanakh
___ Chechil
___ Edam
___ Emmental
___ Feta

(1)
(2)
(3)
(4)
(5)
(6)
(7)

___ Lori
___ Mozzarella
___ Ricotta
___ Smoked Cheese
___ Spreadable cheese
___ Suluguni
___ Gouda

(8)
(9)
(10)
(11)
(12)
(13)
(14)

3) Which factor has the biggest influence on your cheese buying decision? Please, tell me on a
scale of 1 to 5, where “1” means “not important”, and “5” means extremely important, the
importance of each of the following factors.
___ Price
___ Brand
___ Label
___ Packaging
___ Texture
___ Nutrition
___ Type

(1)
(2)
(3)
(4)
(5)
(6)
(7)

___ Color
___ Fat content
___ Smell
___ Maturity
___ Salt content
___ Country of origin

4) Where do you make your cheese purchase decision?
At home
While shopping

(1)
(2)

(8)
(9)
(10)
(11)
(12)
(13)

5) Which cheeses do you prefer?
Domestic
Imported
No preference

(1)
(2)
(3)

6) If domestic, why?
Superior taste
Superior smell
Affordable price
Not genetically modified
Sanitary conditions
To support local producers
Without additives and preservatives
Other, specify ____________________

(1)
(2)
(3)
(4)
(5)
(6)
(7)
(8)

7) If Imported, why?
Superior taste
Superior smell
Affordable price
Appealing packaging
Sanitary conditions
Brand reputation
Pasteurized
No local production
Other, specify ____________________

(1)
(2)
(3)
(4)
(5)
(6)
(7)
(8)
(9)

8) Which packaging of cheese do you prefer?
Clay pot
Plastic bags
Cellophane packs without vacuum seal
Cellophane packs with vacuum seal
Sliced directly
Doesn’t matter
Other, specify

(1)
(2)
(3)
(4)
(5)
(6)
(7)

9) From where do you buy cheeses?
Farmer’s market
Supermarket
Directly from farmers/suppliers
Street salesmen
Specialty shops
Food stores

(1)
(2)
(3)
(4)
(5)
(6)

10) What is the average price you pay for 1 kg of cheese?
(1)
(2)
(3)
(4)
(5)

Below 500 AMD
600-1000 AMD
1100-1200 AMD
1300-1500 AMD
1600-1800 AMD

1900-2000 AMD
2100-2500 AMD
2600-3000 AMD
More than 3100 AMD

(6)
(7)
(8)
(9)

11. Which packaging size do you prefer?
200-300 gr
400-500gr
1kg
2kg

3kg
5kg
10kg

(1)
(2)
(3)
(4)

(5)
(6)
(7)

PART II (SHEEP CHEESE SECTION)

1) Do you buy sheep cheese? (YES/NO)
If yes, answer questions 2-4
If no, answer questions 5-10

(1)
(2)

2) How much sheep cheese does your household consume per week?
(1)
(2)
(3)
(4)
(5)

Less than 0.5 kg
Less than1 kg
1,1-2kg
2,1-3kg
more than 3 kg

3) From where do you usually buy sheep cheese?
Farmer’s market
Supermarket
Directly from farmers/suppliers
Street salesman
Specialty shops
Food stores

(1)
(2)
(3)
(4)
(5)
(6)

4) What is the average price you pay for 1 kg of sheep cheese?
Below 500
600- 800
900-1000
1100-1200
1300-1500

AMD
AMD
AMD
AMD
AMD

(1)
(2)
(3)
(4)
(5)

1600-1800 AMD
1900-2000 AMD
2100-2500 AMD
2600-3000 AMD
More than 3000 AMD

(6)
(7)
(8)
(9)
(10)

5) In what ways can the sheep cheese currently on the market be improved to facilitate your
needs?
Improve sanitation
Improve packaging
Improve smell
Increase availability in supermarkets
Improve taste
Use pasteurized milk
Other, specify _________________

(1)
(2)
(3)
(4)
(5)
(6)
(7)

6) How much will you be willing to pay if the quality of Armenian sheep cheese is improved?
___________ AMD
PART III (NEW CHEESES SECTION)

1) Are you familiar with the following cheeses? (YES/NO)
Parmesan
Cheddar
Crumbled cheese
Spreadable blue cheese
Mascarpone

(1)
(2)
(3)
(4)
(5)

Mozzarella
Lactic
Camembert
Gouda
Edam

(6)
(7)
(8)
(9)
(10)

2) Have you ever tried any of these cheeses?
Yes
No

(1)
(2)

3) If yes, do you buy it now?
Yes
No

(1)
(2)

4) If yes, how much are you paying for 1 kg?
___________ AMD
5) How much of this cheese do you buy in a week?
___ Parmesan
___ Cheddar
___ Crumbled cheese
___ Spreadable blue cheese
___ Mascarpone

(1)
(2)
(3)
(4)
(5)

___ Mozzarella
___ Lactic
___ Camembert
___ Gouda
___ Edam

(6)
(7)
(8)
(9)
(10)

PART IV (DEMOGRAPHIC DATA SECTION)

Gender

Age range
(1)
(2)

Male
Female

14-18
19-24
25-30
31-40
41-50
51-60
61 and older

Marital Status
Single
Divorced
Married without children
Married with children

(1)
(2)
(3)
(4)
(5)
(6)
(7)

I will read of some income ranges. When I read the ranges that includes total household’s
income for the last month, please stop me.(in AMD).
Less than 50,000
51,000-100,000
101,000-150,000
151,000-200,000
201,000-250,000
251,000-300,000
301,000-400,000
401,000-500,000
501,000 and more

(1)
(2)
(3)
(4)
(5)
(6)
(7)
(8)
(9)

Who usually does the shopping in your family?
Mother
Father
Grandmother
Grandfather
Daughter
Son
Grandchildren
Other, specify ______

(1)
(2)
(3)
(4)
(5)
(6)
(7)
(8)

Household size
1
2
3
4
5
6
7
More than 7

Thank you for your participation

Educational level:
(1)
(2)
(3)
(4)
(5)
(6)
(7)
(8)

Less than high school
High School
Technical
College/University
Graduate School
PhD and higher

(1)
(2)
(3)
(4)
(5)
(6)

(1)
(2)
(3)
(4)

Appendix III

APPENDIX IV

Names of focus group participants

1.
3.
5.
7.
9.
11.
13.
15.
17.
19.
21.
23.
25.
27.
29.
31.
33.
35.
37.

Second name, name
Ghazaryan Lusine
Dayan Vahagn
Dadoyan Nune
Hovhannisyan Nelli
Tadevosyan Arkadi
Grigoryan Asya
Isajhanyan Alisa
Nikoghosyan Manushak
Gabriyelyan Anahit
Varderesyan Arsen
Simonyan Ekaterina
Avetisyan Ofelia
Karapetyan Narine
Mkrtchyan Goghar
Harutyunyan Susanna
Aroyan Silva
Khachatryan Marieta
Hambardzumyan Arshak
Hakobyan Sergey

Nor Nork
Shengavit
Malatia-Sebastia
Arabkir
Kentron
Erebuni

NN
SV
MS
AB
CT
EB

Com.
AC
CT
DS
CT
AK
EB
EB
NN
CT
NS
NN
CT
AB
AB
EB
NN
AV
KZ
SV

Acahpnyak
Kanaker-Zejtun
Avan
Davitashen
Nork Marash
Nubarashen

2.
4.
6.
8.
10.
12.
14.
16.
18.
20.
22.
24.
26.
28.
30.
32.
34.
36.
38.

AC
KZ
AV
DS
NM
NS

Second name, name
Hambardzumyan Haykush
Mkhitaryan Kamo
Ghulikyan Artsvik
Khachatryan Anahit
Ghukasyan Naira
Jemilyan Vahe
Papyan Garegin
Karapetyan Astghik
Karapetyan Lilit
Ananyan Nvard
Beglaryan Gohar
Panosyan Hasmik
Otaryan Hasmik
Harutyunyan Anahit
Sahakyan Mikayel
Grigoryan Artur
Eghiazaryan Martiros
Smbatyan Arman
Grigoryan Gayane

Com.
MS
DS
MS
CT
DS
AV
AC
AB
AB
MS
AB
NM
SV
CT
AC
AC
CT
CT
SV

APPENDIX V

Cheese evaluation form

5733
N
1
2
3
4
5
6
7

excellent 5

Good 4

excellent 5

Good 4

excellent 5

Good 4

excellent 5

Good 4

Satisfactory 3

Unsatisfactory 2

Satisfactory 3

Unsatisfactory 2

Satisfactory 3

Unsatisfactory 2

Satisfactory 3

Unsatisfactory 2

Color
Shape
Smell
Taste
Texture
Slat content
Fat content

1874
N
1
2
3
4
5
6
7

Color
Shape
Smell
Taste
Texture
Slat content
Fat content

1998
N
1
2
3
4
5
6
7

Color
Shape
Smell
Taste
Texture
Slat content
Fat content

2936
N
1
2
3
4
5
6
7

Color
Shape
Smell
Taste
Texture
Slat content
Fat content

APPENDIX VI

Sheep Cheese Availability and Pricing in
Yerevan's markets (summer-begging of
fall)

Nor Nork
Aghlkalak
Aparan
Jermuk
Martuni
Sisyan
Malatsia-Sebastia
Alagyaz
Alaverdi
Aparan
Ashtarak
Goris
Hoktemberyan
Jermuk
Sisyan
Talin
Zovuni
Komitas
Abovyan
Alagyaz
Hankavan
Jermuk
Yeghegnadzor
Zovuni
Gum
Aragatz
Jermuk
Alagiaz
Jermuk
Vayots Dzor

1000
1200
900-1000
400-1000
800-1000

600
800
800
1000
800
900-1000
1000
800
800
900

1000
1100
1000
900
1000
1100

700-1000
700-1000
800
1000
800-1000

Availability and Pricing of Lori
Cheeses in Yerevan Markets

Nor Nork
Amasia
Aparan
Kalinino
Tavush

1400
1500
1000-1600
1000-1200

Komitas
Kalinino
Kavar
Kirovakan
Leninakan
Shirak
Sisyan
Talin

1200-1600
1200
1300
1200
1800
1300
1170

Malatsia-Sebastia
Kalinino
Krasniy
Sisyan
Stepanavan

1200-1400
1200
1200
1300-1500

Gum
Kalinino
Goris
Kalinino
Talin
Tashir

800-1400
1200
1600
1200
1200

Chanakh Cheese Availability in
Yerevan Markets
Nor Nork
Masiv
Azata
Goris
Sisyan

1400
1000-1200
1000

Komitas
Bagdanovka
Goris
Kalinino
Sisyan
Verishen

1200
1000-1400
1200-1300
1100
1100

Malacia
Aparan
Goris
Sisyan
Stepanavan

1200-1300
1000
1000-1200
1200

Gum
Goris

1000-1200

Tashir
Gegharkunik
Goris
Kalinino
Sisyan

1200
1200
1600
1200

