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MICRO AGRIBUSINESS DEVELOPMENT 
 

A. Background 

1. The objective of Micro Agribusiness Development (MAD) is to enhance incomes of the 
poor and farming households by increasing opportunities in high-value commercial agricultural 
products. The main sources of income in the Chittagong Hill Tracts (CHT) are dominated by 
farming and related businesses and investigations reveal many challenges are faced by farmers 
related to: (i) marketing; (ii) production; (iii) human resources; (iv) finance; and (v) support 
services and institutions. Component interventions are designed to assist the removal of these 
constraints to enhance crop and non-crop income. The MAD component will: (i) focus on a 
limited number of subsectors; (ii) support a commercial approach to farming in selected high-
value agricultural products; and (iii) follow a value chain development approach for the selected 
subsectors. Experience elsewhere in Bangladesh shows that value chain development 
methodology, due to its systemic approach, produces more sustainable impact than a traditional 
supply-driven training process to enhance income.      

2. The design process involved: (i) assessment of overall livelihood options and the CHT 
agribusiness situation; (ii) identification of major profitable crop and non-crop agribusiness 
subsectors with potential for growth; (iii) identification of major opportunities and challenges in 
selected important existing and potential subsectors; and (iv) a study of value chains of sample 
subsectors to develop interventions, estimate costs, define methodology and monitoring and 
evaluation (M&E) systems.      

1. Component Design 

3. The following steps have been taken in component design: (i) review current livelihoods 
and value chain 1  projects in CHT and other parts of the country; (ii) assess agricultural 
livelihoods in 15 villages; (iii) study marketing systems in CHT by consulting farmers, traders 
from CHT, Chittagong, and Dhaka, wholesale markets, retailers and various input sellers and 
suppliers; and (iv) study four subsectors. The 15 selected sample villages reflected 
geographical diversity, ethnicity, terrain slope, remoteness, diversity and opportunities for 
agribusiness, and special issues related to agriculture. The four subsectors studied included:    
(i) pond and creek/mini-lake fisheries; (ii) selected high-value winter and summer vegetables;  
(iii) high-value fruit orchards; and (iv) medicinal plants and fruits. The value chain study itself 
followed these steps: (i) determine present demand and supply; (ii) develop sector map and 
value chains; (iii) identify opportunities and challenges; (iv) determine interventions for each 
subsector; (v) determine cost per upazila; and (vi) devise M&E indicators. The overall 
component budget is based on the findings at the sample subprojects. A management 
information system (MIS), risks and mitigation measures, and an M&E process have been 
determined and planned.     

2. Present Agricultural Practices 

4. CHT districts have cropping seasons similar to other parts of the country. All summer 
vegetables are profitable because of high demand in local markets, Chittagong and in some 
cases in Dhaka, Comilla etc. CHT has an advantage with summer vegetable and spice 
production and has very good demand because other parts of the country flooded at this time of 
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the year thereby limiting production. All common crops are profitable. The production expenses 
vary because of seed prices, labor, and the costs of other farm inputs. The highest expense for 
vegetable production is pesticide, which is applied in high quantities increasing cost and 
hazardous to public health. The sales figures may also vary because of variations of yields and 
prices received by the producers, which vary with demand and supply, conditions of physical 
communication, and distance from farm gate to market etc. However, no farmer reported loss in 
summer vegetables production. The major agricultural inputs are: land preparation, seeds and 
seedlings or saplings, fertilizers, pesticides and fungicides, irrigation and labor. There has been 
gradual acceptance of power tillers for land preparation due to fall in price of tillers, increase in 
labor cost and overall efficiency gained from tilling in the valley areas. In the hills, land is 
manually prepared as a part of jhum cultivation. Organic compost fertilizer is used in Jhum 
(shifting cultivation) land. Post harvest practices are traditional and depend on types of crops. 
Rice, cotton and sesame are dried and stored. Vegetables, potato and fruits are marketed as 
harvested. Sorting and grading of fruits and certain types of vegetables are not done at the farm 
level. Normally, traders (locally called beparis) do such simple functions at the local markets 
before transporting to Chittagong and other markets.  

5. Non-crop agricultural livelihoods in CHT include livestock and poultry. An analysis of the 
sample 15 villages shows that depending on location from 25% to 80% of households raise 
cattle for milk production and meat for both family consumption and sale). Livestock rearing is a 
profitable venture for two reasons: (i) no processed or purchased feed is required; and (ii) no 
hired (non-family) labor is used. Vaccination coverage of cattle is less than 5% of animal 
population. Local unskilled ‘village vets’ traditionally provide curative services but the quality and 
effectiveness is highly questionable. Backyard poultry is very common and almost every family 
raises 5-25 birds for eggs and chicks, for family consumption and sale. Pond and creek/mini-
lake fisheries are a good source of livelihood but less than 5% of water bodies are currently 
under commercial cultivation.  

6. Three line agencies are mandated to deliver extension services: (i) Department of 
Agricultural Extension (DAE) for crops and horticulture; (ii) Department of Livestock Service 
(DLS) for poultry and livestock; and (iii) Department of Fisheries (DOF) for fisheries. All have 
very limited outreach, mostly within 2 to 3 kilometers from their respective offices or subject to 
individual officer’s interest. Various logistic constraints are also recognized.   

7. Several prominent microfinance institutions (MFIs) offer microfinance services in CHT. 
Excluding those served by Grameen Bank, a total of 153,545 CHT households now receive 
micro-credit and have an accumulated outstanding loan of BDT 914.57 million. Microfinance 
service, especially micro-credit is of great demand in CHT but the present weekly system of 
collection is not suitable for agriculture. Farmers demand seasonal agricultural loans, which are 
offered by only one nongovernment organization – microfinance institution (NGO-MFI). A 
number of local and national NGO-MFIs reported that some political forces had been 
discouraging expansion of microfinance programs, especially for short-term lending.    

3. Markets for CHT Produce 

8. Similarities have been found among value chains for the most common agricultural 
product sub-sectors. The markets for these products are: (i) local markets within CHT;              
(ii) Chittagong; (iii) neighboring districts such as Comilla, Feni and Noakhali; (iv) Dhaka; and     
(v) for selected items such as arum, long bean and bitter gourd – the Middle-East. The size of 
these markets, i.e. quantity and Taka value for each destination varies with commodities detail 
is unavailable. About 90% of total production reaches the final consumers through a large 
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network of very efficient traders. Analysis of several common vegetables shows that farmers 
receive about 55% to 65% of final retail price with margins varying on a range of issues.  

4. Opportunities and Challenges  

9. Challenges are very visible in all four areas of business management: (i) product and 
marketing; (ii) production and technology; (iii) human resources; and (iv) access to finance and 
support services, although the degree may vary from subsector to subsector. Major challenges 
in product and marketing are narrow range of fruits, vegetables and spices, spread of tobacco 
production, poor market infrastructure. Challenges in technology and production impact 
negatively on jhum cultivation. In some areas, irrigation facilities are limited that is limiting 
production of boro rice and winter vegetables. Farmers try inputs (fertilizers, seeds and 
pesticides) without correct knowledge and information, new commodities are tried without 
proper training; and sometimes less productive varieties and techniques are continued to be 
grown. 

B. MAD Component Activities   

1. Proposed Subsectors  

10. Criteria for Subsector Selection. The broad strategies for enhancing household 
income are improvement in productivity and diversification of income. The following indicators 
have been used to select four products or subsectors for component design: (i) profit;               
(ii) potential for increasing sales and employment; (iii) suitability for most terrain types;                  
(iv) opportunity for strategic interventions; and (v) potential for visible results.  

11. Focus on sustainability. The operating principles of the MAD component are               
(i) market-driven selection of subsectors; (ii) a system approach to devise interventions; (iii) not 
to subsidize business transactions; (iv) invest as much as possible in activities which will benefit 
a large number of beneficiaries; (v) engage an implementing agency (NGO-MFI) to act as a 
facilitator; (vi) involve the private sector; and (vii) ensure sustainability of services and 
agribusinesses during and beyond the Project implementation period.  

12. Four subsectors. These are (i) pond and creek/mini-lake fisheries; (ii) high-value 
vegetables; (iii) high-value fruit orchards; and        (iv) medicinal plants and fruits.  

2. Market Infrastructure 

13. Although physical markets and collection points will be constructed under the 
infrastructure component, it will be an important intervention in value chain development. 
Development of physical facilities of important ‘assembly markets’, i.e. where farmers and 
traders come in large numbers, is an important intervention to increase demand for farm 
produces as well as for smooth buying and selling, grading, packing and loading for shipment. 
Currently these are done on the road side.  

3. Implementation Strategy for All Subsectors 

14. The common implementation strategy for all four subsectors is summarized here: 

(i) Select Locations. The MAD component will be implemented within selected 
upazilas comprising with valleys, low, middle and high-hills to organize farmers. 
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Other stakeholders such as input sellers, technical service providers, private 
buyers etc may be from within or outside the selected upazilas. Selection of 
upazilas will be driven by Community Infrastructure Component. 
   

(ii) Organize farmers. Organize interested farmers (form Common Interest Groups) 
from villages either already producing one or more of the selected farm products 
or interested to become producers. Selected participants should be interested to 
participate in commercial production, willing and able to invest after receiving 
training and other services, and willing to receive hands-on training and visits 
markets and projects, if necessary at distant places.  
 

(iii) Entrepreneur Development. Take farmers to successful farms or production 
projects to motivate them to embrace new products, and introduce new 
technologies or processes. 
  

(iv) Training and technical assistance: Organize production-related technological 
and farm management training, and direct hands-on and problem solving 
technical assistance initially by Project technical staff and if available, by other 
experts. Gradually develop local private trainers for sustainable services. 
 

(v) Linkage with markets: Establish linkage with local, upazila, district and buyers 
outside CHT. 
 

(vi) Develop local service providers from within expert farmers, persons trained by 
Department of Youth, input sellers etc., and establish linkage of farmers with 
banks and MFIs to ensure finance. 
            

(vii) Research:  Action Research to Complement Subsector Development. 
 

4. Component Work Plan  

15. The MAD component will be implemented in 15 upazilas selected to maximize the 
benefits of the Projects Road and Market component and the Community Infrastructure 
component. The subsector development approach requires accepting many actors such as 
input suppliers, support service providers, financial services providers, and involvement of the 
private sector as investors, and therefore, selection cannot be only guided by poverty and 
restricted to villages selected for community infrastructure development. Since MAD will need 
economies of scale to make significant and visible impacts and be cost-effective that will also 
require working in larger geographical areas, sometimes even beyond Project upazilas. 

16. Although the Project will be implemented over 7 years, the MAD Component will be 
implemented over 5 years to cater for expected initial delays in recruitment mobilization of the 
NGO-MFI, and some delays in mobilization of work at upazila-level. The final year will be for 
winding up and observing sustainability of activities. An important implementation difference 
between MAD and two other implementing components is that MAD will be implemented in all 
Project upazilas at the same time irrespective of whether planned infrastructure are built or not. 
This will allow MAD activities to be completed as planned, make time for follow-up activities, and 
prepare for exit. Besides, many infrastructure construction activities will be ongoing into year 6 
and 7 when there would be no time for the completion of MAD activities when built. 
Management of MAD 
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17. An NGO-MFI will be contracted to implement MAD activities, recruit staff members and 
organize farmers, buyers, input sellers, support service providers as per project design for all 
subsectors. A total of 83 full-time staff members have been included in component design. 
NGO-MFI selection criteria and procedures, together with terms of reference are described in 
Supplementary Appendix I. Component activities will be supervised by the Project Sub-offices 
located in each of the three HDCs, with overall supervision the responsibility of the Project 
Director’s Office located in CHTRC. These supervisory offices will be assisted by the Project 
Implementation Consultant team.  The budgeted amount for the MAD Component activities is 
$4.86 million. 

 




