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1. 개요

무상원조 개발협력사업 중에는 수원국의 농업정책 및 정치적 이해관계자에
의해 전문적인 의사결정과정 없이 사업이 이루어지는 경우가 많다. 그러나 지
속적이고 효율적인 개발협력사업을 위해서는 사업의 발굴 및 기획단계에서 가
치사슬분석을 토대로 한 체계적인 접근이 필요하다. 이 연구에서 정리된 농산
물 가치사슬분석의 가이드라인은 향후 농림업분야 중점협력국별 국제개발협력
전략 수립에 적극 활용될 예정이다.
이 연구에서 제안된 가치사슬분석의 가이드라인을 이용해 실제 수원국 스스
로가 자국의 농업을 진단하고 분석함으로써 가치사슬 내에서 어떠한 문제 및
취약점이 있는지를 파악하고 또 이를 해결하기 위한 전략을 도출할 수 있는지
알아보기 위해 방글라데시와 아제르바이잔의 사례를 살펴보았다. 이는 양국의
정부 산하 또는 정부재정으로 운영되는 농업·농촌 전문연구원에게 연구를 위
탁하는 것으로 수행되었다. 위탁연구의 목적은 농산물 가치사슬분석 및 이를
통한 한국 정부와의 중장기적 협력전략 도출로 설정하였으며, 2018년 5월부터
7월까지 총 3개월간 연구가 진행되었다. 연구의 위탁 시 가치사슬분석 가이드
라인을 충분히 설명하였다.

1.1. 방글라데시
방글라데시의 농산물 가치사슬분석은 방글라데시 정부 산하 기관인 농촌개
발원(Bangladesh Academy of Rural Development: BARD)에서 수행하였다. 가
치사슬분석 대상은 계량적인 방법으로 선정되어야 하나 3개월의 짧은 연구기
간으로 인해 수행기관 스스로 가금류와 파인애플 산업을 선정하였다. 가치사
슬분석의 수단으로는 가치사슬 참여자 설문조사와 초점집단 심층면담이 사용
되었다.
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1.1.1. 가금류 가치사슬분석
방글라데시의 가금류 가치사슬분석은 육계와 산란계로 구분하여 진행되었
다. 생산 농가 및 유통상인, 도매상, 소매상 등을 대상으로 생산량, 생산비용,
수익, 유통채널 등에 자료를 수집하고 가치사슬 내 문제점 및 개선사항 도출
등을 위해 가치사슬단계별 참여자들로 이루어진 초점집단 심층면담이 이루어
졌다. 우파질라(Upazila)의 스리푸르(Sreepur) 지역의 육계와 산란계 농가에서
각각 20명의 표본을 추출하여 설문조사를 실시하였다.
스리푸르 지역은 지난 20년간 양계 및 산란계 주요 생산지역으로 매우 급격
한 성장을 한 지역으로 가금류 생산뿐만 아니라 사료생산, 동물약품 등 방글라
데시 국내기업은 물론 해외의 다국적기업들도 진출해 있다. 이 지역의 육계 농
가 수는 1,000농가 이상이며, 산란계 농가 또한 750여 농가가 있다. 최근 다국
적기업 등의 활발한 진출로 병아리, 사료, 약품 등을 기업이 농가에 직접 제공
하고 농가는 사육만 담당하는 수직적 통합 형태의 경영이 늘어감에 따라 경쟁
이 매우 치열해 지고 있는 산업이다.
가. 육계 가치사슬

육계의 가치사슬은 생산농가, 산지수집상, 도매상, 소매상, 최종 소비자까지 통
상 5단계의 과정을 거친다. 아래의 그림은 스리푸르 지역의 육계 가치사슬을 도
식화한 것이다. 그림에서 볼 수 있듯이, 각 단계별 100kg당 육계 생산비용, 지불
비용, 수익이 표시되어 있다. 육계의 가격은 그때그때 수요와 공급에 따라 결정되
어 매일 가격이 다르다. 본 자료의 육계 가격은 2018년 7월 10일 기준가격이다.
<그림 1-1> 육계 가치사슬 도식화

자료: 저자 작성.
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생산농가에서는 닭 마리당 평균 1.7kg까지 사육해서 출하한다. 단계별 수익
률을 계산해 보면, 양계농가 생산비용($126.83) 기준 생산농가는 9.62%
($139.02=$126.83*1.0962), 산지수집상은 8.65%, 도매상 1.92%, 그리고 마지막
으로 소매상은 16%의 수익률로 나타났다. 소매상이 가장 높은 수익률을 보였
고 그 다음으로 생산농가가 높은 수익률을 보였다. 1,000수의 출하 기준으로
계산해보면 생산농가의 수익은 $207.43(=1,000 No. *1.7kg*$1.27*9.62%), 산지
수집상은 $186.5, 도매상 $41.46, 소매상은 $89.7로 볼 수 있다. 이러한 수익은
단순히 1,000수 출하 기준이므로 소매상이 가장 많은 소득을 창출한다고 할 수
는 없다. 예를 들면 테지가온(Tejgaon) 지역의 한 도매상이 하루에 유통하는 닭
의 수는 5천수 이상이다. 또한 이들의 고정비용, 노동비, 임대비 등의 비용은
계산에 포함되지 않았다. 마찬가지로 소매상 또한 하루에 처리하는 물량이 보
통 150수가 된다. 생산농가의 사육규모는 적게는 500수에서 많게는 1,000수 정
도밖에 되지 않는다. 2017년 기준 생산농가의 연평균 출하량은 500수 정도로
도매상과 소매상에 비해 농가의 수익은 매우 적다.
육계의 가치사슬은 통상 위와 같은 5단계를 거치지만 이 외에도 산지수집상
이 가치사슬에서 제외되는 경우가 있다. 규모가 큰 도매상들은 산지수집상으로
부터 물량은 받지 않고 생산농가와 직접 계약하고 직접 수송차를 보내는 등 마
진율을 확대하고 있다.
나. 산란계 가치사슬

산란계 가치사슬에 대한 유통채널 및 가격, 비용 또한 스리푸르 지역의 생산
농가, 중간상인, 도매상 등을 대상으로 한 설문조사 및 인터뷰 자료를 바탕으로
하고 있다.
육계와 마찬가지로 산란계 가치사슬단계도 통상 다섯 단계를 거친다. 생산
자, 중간상인, 도매상, 소매상, 최종소비자로 이루어진 산란계 가치사슬 도식화
를 다음 그림에서 볼 수 있다. 계란 1,000개당 각 사슬 단계의 생산비용 및 가
격정보가 나타나있다.
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<그림 1-2> 산란계 가치사슬 도식화

자료: 저자 작성.

각 가치사슬의 단계별 수익률을 보면, 산란계농가 생산비용 기준 농가의 마
진율이 49%로 가장 높게 나타났으며, 다음으로 도매상이 5.2%, 소매상은
3.4%, 중간상인이 1.6%로 가장 낮게 나타났다. 이러한 수치는 처리물량 단위당
수익률이므로 육계와 마찬가지로 단순히 수익률이 높다고 해서 수익 자체가
높은 것은 아니다. 이 지역의 생산농가는 하루 평균 800∼900개의 알을 판매하
고 있다. 그러나 다카지역의 생산자는 하루 평균 160,000개 정도의 계란을 처
리하고 있으며, 소매상은 하루 평균 40,000개, 소규모 점포에서도 하루에 3,000
개 정도의 계란을 판매하고 있다. 생산자는 생산규모뿐만 아니라 가격변동에
탄력적으로 대응하지 못해 가치사슬에서 가장 취약한 참여자라 할 수 있다. 또
기상이변, 전염병 등 자연재해에 직접적으로 노출이 되어 있고 이에 대한 대비
책이 없다.
다. 농가경영에 대한 설문조사 결과

스리푸르 지역의 육계 및 산란계 농가 총 40명을 대상으로 설문조사를 실시
하였다. 설문 응답자들의 사회인구적 특성, 생산규모 등도 조사가 이루어졌지
만 본고에서는 농가경영에 대한 애로사항만 살펴보고자 한다.1 다음의 표는 양
계농가들이 경영상 어떠한 문제점이 있는지 비중이 높은 순서대로 나열한 것
이다. 응답자는 여러 가지 항목에 대해 복수적으로 응답하였다.

1

자세한 내용은 본 연구의 자료집을 참고할 것.
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<표 1-1> 양계농가의 경영상 애로사항
경영상 애로사항

응답자 수

비싼 병아리(day old chicken) 가격

23

높은 가격의 사료

22

높은 가격의 동물약품

12

중간상인들의 가격 담합

9

도매상들의 가격 담합

8

대규모 기업 대비 낮은 가격경쟁력

8

정부의 생산자 보호정책 미비

7

수요 대비 초과 공급

4

소비자와의 직거래 체계 미비

3

자료: 저자 작성.

응답자 전체의 절반 이상이 비싼 병아리 가격과 높은 사료가격이 가장 큰 문
제점이라고 인식하고 있었으며, 그다음으로 높은 가격의 동물약품을 지적하였
다. 생산투입요소의 높은 가격이 양계농가 경영상 가장 큰 애로사항이라는 것
을 알 수 있다. 다음으로 중간상인과 도매상의 가격담합에 대한 문제를 많이
제기하고 있다. 가치사슬의 도식화에서도 보았듯이 생산농가는 중간상인 또는
도매상 이외에 다른 판로가 전무한 실정이다. 또한 자본과 시장정보에 있어 압
도적인 우위에 있는 이들과 비교해 볼 때, 생산자의 거래교섭력은 매우 낮다고
할 수 있다. 이로 미루어 보아 후방 연관산업의 활성, 생산자 단체결성 및 가격
담합 대한 정부의 규제 등이 필요함을 알 수 있다.
라. 양계산업 가치사슬의 발전전략

육계 및 산란계 농가 총 40명으로부터 수집된 설문조사와 초점집단 심층조
사, 가치사슬분석을 바탕으로 다음과 같이 단기, 양계산업 가치사슬의 발전전
략을 도출하였다.
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<표 1-2> 양계산업 가치사슬 발전전략
양계산업 가치사슬의 발전전략
1. 단기적 전략
∙ 병아리, 사료, 동물약품 가격에 대한 정부의 규제
∙ 정부 또는 시중은행을 통한 농가의 금융 접근성 향상 (저금리 대출)
∙ 정부 또는 비정부기구를 통한 전염병 또는 가축병 치료 지원
2. 중기적 전략
∙ 생산농가의 역량강화 (판로 확대, 거래교섭력 제고)
3. 장기적 전략
∙ 가공산업의 육성 및 수출 시장 개척
자료: 저자 작성.

1.1.2. 파인애플 가치사슬분석
방글라데시의 파인애플 가치사슬분석은 마두푸르(Madhupur) 지역의 생산농
가, 산지수집상, 도매상, 소매상 등을 대상으로 양계산업과 같은 형식으로 진행
되었다. 마두푸르 지역은 40% 이상의 땅이 파인애플 농사에 이용되고 있을 정
도로 파인애플이 주요 작물이다. 총 40명의 생산농가들에게 설문조사를 실시
하였으며, 초점집단 심층조사를 통해 가치사슬의 향상을 위한 발전전략을 도출
하였다. 40명의 파인애플 농가는 마두푸르 지역의 6개 마을에서 골고루 선택되
었다.
방글라데시의 파인애플 품종은 허니퀸(Honey Queen)과 레드스패니시(Red
Spanish, Joldugi)로 크게 구분되며 재배면적 비율은 60:40 정도이다. 허니퀸 품
종은 과실이 큰 반면 레드스패니시 품종은 과실은 작지만 당도에서 뛰어나다.
아래 그림은 두 품종에 대한 최근 3년간 생산가격과 판매가격을 보여주고 있
다. 허니퀸 품종에 비해 레드스패니시 품종이 80% 정도 높은 가격에 거래가
이루어지고 있으며, 마진율도 후자가 높다.
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<그림 1-3> 허니퀸 품종의 생산가격 및 판매가격 추이(100개당 가격)

자료: 저자 작성.

전통적으로 방글라데시의 파인애플 생산농가는 생산한 파인애플을 직접 자
전거 또는 트럭에 싣고 근처 가까운 시장에서 직접 판매한다. 그러나 최근 산
지수집상이 수확시기에 직접 농가에 와서 수매를 해가는 형태와 수확 전에 수
매계약을 하는 포전거래도 늘어나고 있는 추세이다.
<그림 1-4> 레드스패니시 품종의 생산가격 및 판매가격 추이(100개당 가격)

자료: 저자 작성.
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다음의 그림은 생산농가들의 파인애플 판로형태 및 그 비중을 보여주고 있
다. 총 40명의 응답자들은 다양한 항목에 대해 복수적으로 응답하였다. 전체의
응답자 중 87.5% 이상이 직접 시장에 판다고 응답하였으며, 다음으로 산지수
집상이 37.5%, 포전거래가 12.5%의 비중을 나타내고 있다.
<그림 1-5> 파인애플 판로 및 비중

자료: 저자 작성.

방글라데시의 파인애플 가치사슬단계는 보통 6단계로, 생산자, 산지수집상,
도매상, 소매상, 소규모 점포, 최종소비자로 구성되어 있다. 다음의 표는 가치
사슬의 도식화와 함께 가치의 흐름도 보여주고 있다.
<그림 1-6> 방글라데시 파인애플 가치사슬 단계

자료: 저자 작성.
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파인애플 100개당 각 사슬단계에서 어떠한 가격으로 지불했는지를 보여주고 있
다. 방글라데시의 과일 및 채소에서 도매시장에는 스토어하우스키퍼(storehouse
keeper)라는 독특한 시스템이 있다. 이들은 도매시장에서 점포를 소유하고 있으며
유통업자로부터 과일 및 채소를 받아 소매점에 넘길 때 판매 금액의 10%를 보관
및 관리 수수료로 받고 있다. 도매점에 맡긴 과일 및 채소를 산지수집상이 직접 소
매점에 파는 경우도 대부분이며 가끔 스토어하우스키퍼가 판매하는 경우도 있다.
각 단계별 파인애플 100개당 판매수익을 보면 생산자가 $5.73, 산지수집상이
$6.1, 도매상이 $2.56, 소규모 점포가 $4.89로 산지수집상이 단위당 가장 큰 수
익을 창출하고 있다. 생산자의 경우 100개당 수익이 두 번째로 많지만 앞서 살
펴본 양계산업과 마찬가지로 산지수집상이나 도매상에 비해 출하량이 턱없이
적다. 산지도매상의 경우 하루 평균 5,000개의 파인애플을 판매한다.
가치사슬분석을 바탕으로 한 파인애플 가치사슬 향상 전략은 다음과 같다.
<표 1-3> 파인애플산업 가치사슬의 발전전략
파인애플산업 가치사슬의 발전전략
1. 단기적 전략
∙ 종자, 비료, 토지임대료 등을 위한 농가의 금융접근성 강화
∙ 고품질 파인애플 생산을 위한 농민교육 및 인적역량 강화
∙ 판로개척 및 마케팅능력 제고를 위한 정부 지원
2. 중기적 전략
∙ 농가가 도매상에 직접 농산물을 판매할 수 있는 체계 구축
∙ 파인애플 콜드체인 및 저온저장고 구축
3. 장기적 전략
∙ 부가가치 창출을 위한 과일가공산업 육성
∙ 신선파인애플 및 가공파인애플의 수출 육성
자료: 저자 작성.

1.2. 아제르바이잔
아제르바이잔의 농산물 가치사슬분석은 정부출연연구원인 농업경제연구원
(Research Institute of Agricultural Economics)이 수행하였다. 아제르바이잔의
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곡물에 관한 가치사슬분석은 국가통계위원회(State Statistical Committee)가 발
행하는 다음의 자료들을 활용하였다.
<표 1-4> 아제르바이잔 가치사슬 분석에 활용한 국가통계위원회 자료
∙ 아제르바이잔 통계연보(Statistical Yearbook of Azerbaijan), 2017
∙ 아제르바이잔의 국가회계(National Accounts of Azerbaijan), 2017
∙ 아제르바이잔의 산업(Industry of Azerbaijan), 2017
∙ 아제르바이잔의 농업(The Agriculture of Azerbaijan), 2017
∙ 농기업과 농민소유 농장의 주요경제지표(Main Economic Indicators of Agricultural Enterprises and Private Owner
Farms), 2017
∙ 아제르바이잔의 무역(Trade in Azerbaijan), 2017
∙ 농업센서스 2015(Agricultural Census 2015), 2016
∙ 무역과 서비스(Trade and Service), 2011
∙ 신선파인애플 및 가공파인애플의 수출 육성
자료: 저자 작성.

각 단계별 부가가치에 대한 분석은 다음과 같은 절차로 진행되었다. ① 곡물
생산 관련 자료는 아제르바이잔의 국가통계위원회(State Statistical Committee)
가 발행한 ‘농기업과 농민소유 농장의 주요경제지표’ 자료 중 2014-2016 평균
데이터를 근거로 한다. ② 저장과 초기 가공(분말화)에서 1톤당 부가가치액은
‘아제르바이잔의 국가회계’ 통계의 생산비로부터 부가가치세(18%)를 제외한
금액과, 부가세의 ‘식품생산(Food production)’ 항목에 있는 부가가치액과 부가
세의 합계로부터 산출한다. ③ 총 생산량으로부터 1톤당 평균 가격을 도출한
다. ④ 최종생산물의 판매에서 1톤당 부가가치는 다음과 같이 계산한다. 우선
공식 통계자료를 통해 곡물들(빵류, 마카로니류, 과자류, 밀가루, 기타 소매용
반 최종제품)의 최종 가치를 계산한다. 그 다음 소매가격지수를 사용해서 해당
생산물의 1톤당 가격을 계산한다. 마지막으로 도소매 판매에 관한 전국회계시
스템 자료로부터 상품의 톤당 부가가치액을 계산한다. 이를 바탕으로 한 아제
르바이잔의 곡물가치사슬 단계는 <그림 1-7>과 같다.
2016년 1톤당 곡물의 부가가치 지표는 <표 1-5>와 다음과 같다. 아래 표에서

11
곡물의 톤당 금액은 4.4배(1,038÷236.7) 늘어났다. 누적 부가가치는 최종 판매
단계에서 777.4마나트에 이른다. 톤당 금액이 판매단계에서 생산단계에 비해
4.39배 늘었으나 부가가치액은 2.57배 증가에 그쳤다.
<그림 1-7> 아제르바이잔 곡물가치사슬

수입

종자 제공
139.4

곡물 수입
1,694.2

배합사료 수입
3.9

밀가루, 시리얼, 옥수
수유 원료 등 수입
113.1

마카로니, 밀가루, 과
자류, 옥수수유 수입
22.7

곡물 생산
2,960.2

저장, 밀가루와
시리얼 생산
1,748.0

제조와 포장
1,954.0

최종 제품 판매
1,495.5

기타 생산자재
제공

수출

배합사료 생산

곡물 수출
16.65

가축 소비

마카로니, 밀가루, 과
자류, 옥수수유 수출
1.3

밀가루, 시리얼
수출 2.6

자료: 저자 작성.

<표 1-5> 곡물 1톤당 금액 및 부가가치
단위: 마나트(AZN)
생산

저장, 1차 가공

최종재 제조 및 포장

판매

금액

236.7

440.0

625.4

1,038

비율

1

1.86

2.64

4.39

114.2

152.6

216.8

293.8

1

1.34

1.90

2.57

114.2

266.8

483.6

777.4

1

2.34

4.23

6.81

부가가치액
비율
누적 부가가치액
비율
자료: 저자 작성.
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곡물 종류별(옥수수유, 마카로니, 빵류)로 나누어 보면 다음과 같다. 옥수수
유와 마카로니는 빵류보다 각각 5.1배(1,067.5÷207.9), 1.9배(391.7÷207.9) 많은
부가가치를 만들어낸다.
<표 1-6> 주요 곡물별 1톤당 금액 및 부가가치
단위: 마나트(AZN)
옥수수유(oil)
최종 생산물 금액
부가가치액

마카로니

빵류

3,080

1,130

600

1,067.5

391.7

207.9

자료: 저자 작성.

2016년도 생산된 곡물 전체의 가치사슬 단계별 금액과 부가가치를 표시한
것은 다음 표이다. 여기서 가치사슬 단계별 곡물 총생산액을 합한 총액(4,269.2
백만 마나트)은 국가 전체 총 생산액의 4.9%, 총 부가가치의 2.4%에 달한다.
한편, 최종 단계인 판매단계에서의 총 금액은 생산단계에서의 총 금액의 2.15
배(1,553.2÷723.8)이다. 위에서 제시한 톤당 금액, 부가가치액 증가비율의 경우
와 마찬가지로, 전체 곡물의 생산단계 총액에 비하여 판매단계 금액은 2.15배
늘었으나 부가가치액 증가비율은 1.26배에 그쳤다.
<표 1-7> 곡물 총생산액 및 부가가치
단위: 백만 마나트(AZN)
생산
금액
증가분
비율
부가가치액

저장, 1차 가공

자료: 저자 작성.

판매

총액

723.8

769.2

1,223.0

1,553.2

-

45.4

453.8

330.2

1

1.06

1.69

2.15

350.0

266.6

423.6

439.4

△83.4

157.0

15.8

0.76

1.21

1.26

증가분
비율

최종재 제조 및
포장

1

4,269.2

1,479.6
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부가가치 증가율이 생산액 증가율에 미치지 못하는 주요한 이유로는 가치사
슬의 높은 단계로 나아가지 않는 곡물이 상당하기 때문이라는 진단이다. 아제
르바이잔 측의 통계에 의하면, 2016년에 153만 3,500톤의 곡물이 조사료로 사
용되었다. 이는 전체 곡물 생산량의 51.8%를 차지하는 양이며, 이만큼이 가공
등 다음 단계의 가치사슬로 진행되지 않고 있다는 점을 뜻한다. 특히 농가가
생산한 밀의 8%, 보리의 28%, 옥수수의 31.7%가 가공단계로 넘어가지 않은
채 바로 사료로 쓰인다고 한다. 위의 표에서도 1톤당 금액이 1차 가공단계에서
1.86배로 늘어나는 반면에 곡물 총생산액에서는 6% 증가하는 데 그치고 부가
가치액은 24% 적게 얻어지는 것으로 나타난다.
저장과 1차 가공 단계에서 총 금액이 늘어나는 것도 식용 밀의 수입이 반영
되었기 때문이다. 2016년에는 38만 4,600톤의 경질 소맥, 120만 6,500톤의 연
질 소맥을 포함하여 169만 4,200톤의 곡물이 수입되었다. 이는 국내 생산량의
57.2%이며, 식품제조원으로서의 곡류 중 71.7%에 이른다.
제조 및 포장단계에서 부가가치가 그 전 단계에 비해 많은 것 역시 1차 가공
된 형태의 수입 농산물(가령 밀가루)이 다량 유입되기 때문이다. 옥수수유의
경우 2016년에 1만 9,000톤이 정제되지 않은 반 가공 형태로 수입되었다.

Key Areas for Agriculture and Rural Development through
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Chain
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Namig Shalbuzov (Research Institute of Agricultural Economics, Azerbaijan)
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Executive summary

At 5.6 percent of GDP and 36 percent of total employment, agriculture is a
key sector of Azerbaijan's non-oil economy. Its contribution is in line with that
of international benchmarks. The sector's higher relative share of employment,
particularly in rural areas, signifies its outsized importance on the economy.
Thus the sector will be critical to drive economic diversification and build a
sustainable economic future. Agriculture is a top priority for the Azerbaijan
government and many international organizations in the country, including the
World Bank and the European Union.
Azerbaijan's agriculture sector has thrived for centuries thanks to fertile, nutrient-rich soil that produces food for the nation and, in recent years, its
neighbors. The sector has been driven by the objective of increasing agricultural
production across the board. Going forward, Azerbaijan's approach to promoting further growth in the sector calls for greater coordination, planning, and
strategic investment to shift from subsistence farming to commercial agriculture
in order to capture more value, transform the industry to drive overall economic
growth, and increase incomes for farmers.
Transition of Azerbaijan to the market economy required a long process that,
in agriculture, paid attention to the ownership of land plots and at the end of
the privatisation process left a fragmented and inefficient agriculture, largely
based on subsistence production. Since then the country has developed a strong
oil-based economy and started strong efforts for diversification to respond to the
oil price volatility and market crisis. The public authorities’ actions have achieved results and the available data confirm the positive trends of the
Azerbaijan economy and agriculture, with an evident growth of all major
indicators.
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More specifically, the country is adopting specific policies for the development of agriculture as key sector for diversification of the currently oil-based
economy.
Recently, the Azerbaijani government has made a great deal of efforts in the
growth of non-oil industries including agriculture. The Azerbaijani government
has paid the budget accumulated by oil export in various agricultural subsidies
to promote agricultural production. Owing to these efforts, the agricultural production in Azerbaijan has significantly increased for the past decade.
Nevertheless, in general, government support for these products is mainly focused on the first stage of the value chain. Growers are exempt from all taxes
excluding land tax, get fertilizers discounted and receive state aid at 50 AZN
per hectare for fuel and engine oils they use. There is also a special subsidy
for wheat and rice (40 AZN) and no special subsidy for tomato. Also,
Azerbaijan imports more agricultural products than it exports. This negative
trade balance was led by the import of unprocessed cereals and processed industrial crops (mainly tobacco cigarettes). A closer look at Azerbaijan's net
trade balance begins to reveal significant opportunities for Azerbaijan to increase production of several key products, as current exports can be expanded
and existing imports present a market opportunity. Specifically, Azerbaijan has
immediate opportunities to increase exports of tomatoes, cucumbers and gherkins, fresh fruits such as persimmons, hazelnuts, cotton, tobacco and tobacco
products. Azerbaijan will also explore opportunities to reduce its dependency on
imports to fulfill demand for specific products including durum wheat.
The first step to reforming Azerbaijan's agriculture sector is to identify priority crops and agriculture products. That is why, in this paper tomato and cotton
production and value chain of grain are analysed.
Our research shows that tomato and cotton are highly competitive and export-oriented sophisticated products. According to the data of Azerbaijan State
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Customs Committee, in 2017, the first place in the non-oil sector export was
tomato with a share of 9.9% (152 million$). The main part of exported tomato
comes from greenhouses.
The analysis shows that tomato production has an international competitiveness in Azerbaijan. At the end recommendations for improvements are put forward in this paper.
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1. INTRODUCTION

The agricultural sector of Azerbaijan has come a long way to be the most
important element of the national economy. Since 1995, Azerbaijan has seen
sweeping structural changes and different approaches as a result of the measures
such as upgrading the agricultural sector based on market principles, eliminating
the collective farming system, distributing lands, cattle and agricultural assets
among the farmers, and other initiatives. Azerbaijan's agriculture is highly fragmented and mostly based on small family-owned farms. In the result of agrarian
reforms, 2,239 collective farms, state farms and other agricultural enterprises
were closed down and liquidated and instead of them different economies of organizational-legal forms appeared1. 842.1 thousand families started to act as natural persons on the basis of the privatized land and properties of state farms,
collective farms and inter-economy enterprises, the activities of which have
been stopped as a result of reforms2. Most products are produced by small and
medium farms. Also, 1,727 agricultural enterprises and 955 private owner farms
were available at the end of 20173.
The rapid decline in oil prices has been negatively affecting the Azerbaijani
economy since the end of 2014. As a result, GDP growth has dropped to 1.1
percent in 2015 and to 3.1 percent in 2016. As a result of the decline in oil
prices, Azerbaijan's exports declined by about 45 percent in 2015 and amounted
to $16.6 billion compared to US $30.2 billion in 2014. This decline continued
in 2016 and dropped to $13.1 billion. In 2014 the trade surplus in the foreign
1

2
3

Independent Azerbaijan - 20 years. The State Statistical Committee of the Republic of
Azerbaijan. Baku. 2011.
www.stat.gov.az
https://www.stat.gov.az/source/agriculture/?lang=en
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trade turnover was $ 21 billion. In 2016 this indicator dropped to $4.6 billion.
In 2015, the demand for imports of Azerbaijani economy was $1,000 per
capita. To balance imports, Azerbaijan exported $1,500 per capita, of which 90
percent accounted for oil and gas products. As a result of the decline in oil prices, the decline in the Azerbaijani economy (for the first time since 1995) and
the 3.1 per cent decrease in GDP in 2016 required immediate actions. The
Azerbaijani government has adopted 12 strategic roadmaps for the development
of the non-oil sector, and concrete measures have been taken to increase the
share of non-oil-related goods in export.
As a result, in 2017 non-oil exports increased by 24 percent compared to
2016 and amounted to $1.5 billion. The main share in the export of non-oil sector of Azerbaijan goes to agricultural products. So, in 2017, fruits and vegetables accounted for 33 percent of Azerbaijan's non-oil exports. The most exported product in the non-oil sector was tomato worth $151.6 million.
Generally, in 2017, 3 of the 5 most exported non-oil sector products from
Azerbaijan belonged to agriculture. These products, along with tomatoes, were
hazelnut kernels worth $114.5 million and persimmons worth $90.9 million.
Azerbaijan is a net-importer of cereals (wheat, rice and maize), potatoes (AZ
used to be a net-exporter until 2011), meat (except poultry), dairy products, fish
and vegetable oils. The country is a net-exporter of fruits and berries, and all
kinds of vegetables. The overall agricultural net-trade position (exports minus
imports) of the country is negative4.
2020 strategic vision for agriculture of Azerbaijan is to create favourable conditions for a competitive agriculture and agricultural processing sector that contributes to economic diversification and social welfare in rural areas, ensuring
further strengthening of food security and is based on sustainable development
4

http://www.wecr.wur.nl/sara/docs/Market%20and%20Competitiveness%20analysis%20report.pdf
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principles5.
Azerbaijan will pursue three objectives along three dimensions:
- Expand existing products into new destinations with a focus on high-value-added products.
- Reduce import dependency on agriculture and food products, thus addressing the goal of self-sufficiency and food security.
- Focus on new crops and products-both items domestically produced in the
past ("legacy" products) and new products in which Azerbaijan can be
competitive.
By decreasing Azerbaijan’s dependency on imports for key crops, the government will improve food security. At present, complex measures are carried out
to gain self-sufficiency and reduce import dependency of grain in the country.
The government subsidizes wheat and rice planting. More than 60% of cultivated lands in Azerbaijan are used for grain cultivation. Measures are being taken to develop "State Program on Grain Development" as a continuation of work
to increase grain production and replace imports with local production. For this
reason, it is expedient to research grain production on value chain in this study.
It should be noted that, in recent years, great measures have been taken to
increase rice production in Azerbaijan. So, in 2016, 2.5 thousand hectares of
paddy were planted and 5,600 tons of crops were harvested. In 2017, the sowing area increased by more than 2 times compared to the previous year, and
reached 5.1 thousand hectares; 15.9 thousand tons of crops were harvested in
the country and average yield was 31.1 s/ha. But the country's annual demand
for rice is more than 40,000 tons, and a large portion of it is provided through
imports. For this reason, in 2025 the average harvest will be 40.0 s/ha; paddy
cultivation areas will be increased to 10,000 hectares, production capacity will
5

http://www.president.az/articles/22110
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be reached to 40,000 tons.6
The research is structured as follows. First we describe the current state of
agricultural development. Then we analysed the value chain of grain production.
Conclusions and recommendations are drawn in the final section.

2. THE CURRENT STATE OF AGRICULTURAL
DEVELOPMENT IN AZERBAIJAN

2.1. General information
The Republic of Azerbaijan is located on the west coast of the Caspian Sea,
bordering Georgia, Armenia, Turkey, Russia and Iran. Geographically
Azerbaijan has three zones. Mountainous areas cover the northern (Greater
Caucasus mountain range) and the southwestern part (Lesser Caucasus). In the
central part of Azerbaijan, there are the Kura-Aras plains with hardly any differences in altitude and which lie partially below sea level; consequently,
Azerbaijan has the lowest areas of all of the Transcaucasian Republics. The
landscape partially consists of mountainous zones, sometimes hilly and wood
and meadow and sometimes very rugged and rocky.
Azerbaijan is situated on northern extremity of the subtropical zone,
south-eastern Caucasus and north-western part of Iran plateau. Its climatic diversity is caused by the complicate geographical location and landscape, the
proximity of the Caspian Sea, the effect of sun's radiation, air masses of differ-

6

State Program on rice paddy development in the Republic of Azerbaijan for
2018-2025. Baku 9.02. 2018. http://www.e-qanun.az/framework/37848

31
ent origin, etc7.
Azerbaijan has nine types of climate zones. However, when you look at temperatures, rainfall figures and rainfall period do not differ that much. The biggest differences are in the extremes that occur in the mountains, where temperatures may drop to -30 degrees Celsius. The lowest recorded temperature is -42
degrees Celsius.
In winter, Azerbaijan receives relatively little rainfall, varying from 15-30
mm per month and in the interior a good amount of this rainfall falls in the
form of snow. In January and February rainfall falls as rain along the coast and
as spring starts, rainfall figures rise in the interior. The wettest months are
April, May and June with 40-100 mm of rain per month.
Along the coast rainfall figures are about 15-25 mm of rain per month. From
June there is nearly no rain along the coast and on the Kura-Aras lowland. The
areas in the north western part of Azerbaijan and the Greater Caucasus have
wet months before rainfall figures start to drop in July.
Azerbaijan has the mildest winters in the entire region. However, winds from
north bring cold air to the Caspian Sea and temperatures may drop
considerably. During December till March temperatures are 6-10 degrees on
average along the coast and a little below freezing point in the mountains. At
nights temperatures in the mountains under 0℃ are not uncommon. Along the
coast temperatures are around freezing point because of the influence of the
warm Caspian Sea water.
Summers are dry, warm and sunny with temperatures between 28-32℃ on
average. These temperatures in combination with night time temperatures of 20℃
along the coast, little rainfall and about 300 hours per month of sunshine (in
summer) allow up to 3 vegetable crops in the region.
7

http://azerbaijan.az/portal/Nature/Climate/climate_e.html
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Azerbaijan has climatic and natural conditions suitable for the production of
a whole range of agricultural and horticultural products. Most important crops
(in terms of volume) are cereals (wheat, barley, maize), potatoes and (other)
vegetables, fruits, whereas in livestock activities the production of milk, beef,
sheep and goat meat, and poultry meat and eggs prevails. Depending on the natural climatic conditions in the regions, crop and horticulture products are mainly
produced by irrigation or rain-fed8. In trade-related terms, the volume of agricultural products exported from Azerbaijan has shown growing dynamics.
54.9% (4.74 million ha) of Azerbaijan’s total area of 8.64 million ha9, are
agriculture-oriented lands. About 1.8 million ha of agriculture-oriented lands are
farmed. Azerbaijan is one of the countries with limited land resources.
Specifically, per capita land area usable for agriculture is 0.46 ha, including arable area of 0.19 ha. Per capita area of pastures and haylands is even less.
Factors that have a positive impact on agricultural development in the country
include the long-lasting shiny days, huge amount of natural heat and other favourable climate conditions.
Irrigation plays an important role in agricultural production for greater part
of agricultural lands excluding foothills and south-eastern part of the country.
This is explained by the arid and semi-arid climate and average annual rainfall
which is 200-300mm. Such a low amount of rainfall makes the agricultural production depend on irrigation.
At present, 1,435,000 ha of land plots are irrigated or supplied with irrigation
schemes in other words. 49,300 ha of irrigated areas are pastures, grasslands
and forest areas. 1,288,300 ha of irrigated land plots cover farming areas. This
shows that about 61% of farming areas are irrigated. Although land climate

8
9

http://www.wecr.wur.nl/sara/docs/Project%20Summary.pdf
http://azerbaijan.az/portal/General/Square/square_e.html
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conditions allow to enhance irrigated land plots to 3 to 3.5 million ha, shortage
of water resources makes it impossible.

2.2. Agricultural development in Azerbaijan
The agriculture sector has good potential to make important contributions to
economic growth, diversification, poverty reduction and employment creation in
rural areas of Azerbaijan. Due to agrarian reforms implemented in Azerbaijan
since 1995, agriculture has achieved dynamic development.
The most important food products produced in Azerbaijan for the internal
market are: fruits (apples, peaches, kurma, pomegranates, grapes, apricots, citrus), vegetables (tomatoes, cucumbers, cabbages, eggplants, sugar beet, onions),
tubers (potatoes) and cereals (wheat). Azerbaijan exports fruits (apples, pomegranates, citrus), vegetables (tomatoes, cucumbers, cabbages), tubers (potatoes)
and animal products (canned meat, eggs, wool and leather) and imports wheat,
grapes (fresh and dry), maize, potato seeds, tobacco, strawberries, citrus.
Agricultural production is somewhat specialized by region: the Northern region
produces mainly apples, cucumbers, tomatoes; the Southern region produces potatoes, tomatoes, cucumbers, citrus; while the region around Baku specializes in
livestock and sheep.
Total volume of agricultural produce grew by 2.4 times from 1995 to 2015
in real expression, and 38.4% from 2005 to 2015 in real expression. Real
growth in crops production in these periods was 2.3 times and 25.4% respectively, while real growth in livestock production was 2.5 times and 53.8%
respectively.
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[Figure 2-1] Gross output of agriculture, actual prices, million AZN

Source: https://www.stat.gov.az/source/agriculture/?lang=en

The share of crops production in the structure of gross agricultural production
fell from 57.5% of 1995 to 45.8% in 201610. This is explained by the higher
growth rate of livestock production compared to crops production, as well as
the extensive expansion of cereal growing areas creating relatively lower added
value leading to decline in production of other products that create higher added
value.
In 2000-2010, when the impact of the oil sector in gross economic growth
rose, the share of agricultural production and processing sectors in GDP fell
from 17.9% to 6.4%; more specifically, the share of the agricultural production
fell from 15.9% to 5.1% and the share of the agricultural products processing
industry fell from 2.0% to 1.3%. In 2010-2015, the total share of the two sectors in GDP was 6.2%, that is, agriculture constituted 5.2% and processing industry constituted 1.2%11.
10

https://www.stat.gov.az/source/agriculture/
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Thus, the share of the agricultural production and processing industry in GDP
is facing a decline in Azerbaijan in line with the global trend. Undoubtedly,
such a trend is natural in Azerbaijan as the country is not included in the group
of countries with low development level with the agrarian sector playing a crucial role in general socio-economic development, and most importantly, development of modern industrial and service areas has been set as a priority task
in the long-term development strategy of the country. Nonetheless, increase of
the production volume of industry-oriented products with high added value in
the structure of agricultural production, as well as strengthening of the production capacity of the processing industry will allow these sectors to have a
significant impact on GDP growth in the country.
Upon restoration of state independence of Azerbaijan and commencement of
transition into market economy in the country, fundamental structural changes occurred in agriculture. These changes are characterized by the following (Table 2-1).
<Table 2-1> Farming areas of agricultural plants

Year

1985
1990
1995
2000
2005
2010
2015
2016
2017
2017/2016,%
2017/1990,%

Total
farming
area
1,371.3
1,462.5
1,207.9
1,041.5
1,327.9
1,583.9
1,585.4
1,628.3
1,665.7
102.3
113.9

Cereals and
leguminous crops
Area,
Share,
thousand
%
ha
494.0
36.0
583.4
39.9
609.4
50.5
648.2
62.2
802.3
60.4
968.0
61.1
952.1
60.1
997.5
61.3
977.2
58.7
98.0
X
167.5
X

Including
Potato, vegetable
Industrial crops
and melon crops
Area,
Area,
Share,
Share,
thousand
thousand
%
%
ha
ha
318.3
23.2
70.2
5.1
282.1
19.3
74.7
5.1
227.0
18.8
49.4
4.1
118.2
11.3
136.1
13.1
132.0
9.9
179.7
13.5
52.6
3.3
178.8
11.3
38.7
2.4
166.0
10.5
73.6
4.5
163.1
10.0
180.9
10.9
151.5
9.1
245.8
X
92.9
x
64.1
X
202.8
x

Source: https://www.stat.gov.az/source/agriculture/?lang=az
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https://www.stat.gov.az

Forage
Area,
thousand
ha
488.8
522.3
322.1
139.0
213.9
384.5
428.6
394.1
356.1
90,4
68.2

Share, %
35.6
35.7
26.7
13.3
16.1
24.3
27.0
24.2
21.4
x
x
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In spite of a decline in the total farming areas up until 2000, development
of the private sector in agrarian sphere and extensive production method allowed to consistently expand farming areas starting from 2000; total farming
area in 2015 was 8.4% bigger compared to 1990.
During independence years farming areas of cereals and leguminous crops for
food purposes grew by 63% in 1990-2005 thereby raising its share in total
farming structure from 40% to 60%. Similarly, farming areas of potato, vegetable and melon crops grew by 2.2 times thereby increasing the share thereof in
total farming structure from 5% to 10%. In return, farming areas of industrial
crops in the same period fell by 86% thereby decreasing the share thereof in
general farming structure from 20% to 2.4%.
Although the farming area of fodder crops showed a steady decline in
1990-2000, interest in fodder production rose due to extensive development of
livestock production after 2000; relevant farming areas expanded by 3.1 times
in 2000-2015.
It should also be noted that the share of industrial crops started to increase
after the state support measures. While in 2015 the share of these products
amounted to only 2.4 percent, in 2017 this figure increased to 10.9 percent.
<Table 2-2> Farming areas of perennial plants (thousand ha)
Year
1985
1990
1995
2000
2005
2010
2015
2016
2017
2017/2016
2017/1990

Fruit and berry fields
total
of bearing age
138.2
105.9
136.0
113.5
117.8
103.9
83.1
76.7
93.0
84.3
127.7
102.5
144.1
123.4
171.8
133.1
186.4
138.3
108.5
103.9
137.1
121.9

Grape fields
Tea plantations
total of bearing age total
of bearing age
267.8
218.8
13.4
7.3
181.4
156.1
13.3
7.9
97.7
94.7
11.4
9.1
14.2
13.9
5.4
5.4
9.6
7.2
2.9
2.9
15.4
11.2
0.6
0.6
16.1
13.5
1.0
0.5
16.0
13.9
1.0
0.7
16.1
14.1
1.1
0.6
100.6
101.4
110.0
85.7
8.9
9.0
8.3
7.6

Source: https://www.stat.gov.az/source/agriculture/?lang=az
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The trends observed in the farming areas of perennial plants are not different
from those of annual plants. Specifically, the area of directly marketable (to
consumer market) fruit and berry gardens rapidly expanded after 2005. These
areas have expanded by 37.1% in 2017 compared to 1990. In return, due to
sharp decline in industry-oriented grape and tea plantations, the area of grape
fields in 2017 fell by 11.3 times and tea areas fell by 12.1 times compared to
1990. Restoration of grape plantations commenced after 2005, while restoration
of tea plantations commenced after 2011. In 2017 total area of grapes increased
by 0.6% compared to 2016 and for tea plantations this figure amounted to 10%.
Due to mostly extensive expansion of livestock farming area, the number of
both cattle and small ruminants showed a steady growth after 1995, and poultry
after 2000.
As a result the number of cattle and small ruminants grew in 2018 by 46%
and 56% respectively compared to 1991. In spite of a 1.9 times increase in the
number of poultry in 2000-2015, it increased by 5% compared to 1991.
<Table 2-3> Production dynamics of agricultural produce (thousand tons)
1990

1995

2000

2005

2010

2015

2016

2017

4

5

6

7

8

9

1
Cereals and
dried pulses
Potato

2

3

1,413.6

921.4

185.2

155.5

469.0

1,083.1

10

11

95.6

207.2

101.3

493. 5

Vegetable

856.2

424.1

780.8

1,127.3 1,189.5 1,275.3 1,270.6 1,405.6

1
Watermelons
and melons
Fruit

2

3

4

5

6

7

8

9

110.6

164.2

10

11

67.5

41.9

261.0

363.8

433.6

484.5

464.8

438.1

94.3

649

367.4

324.4

477.0

625.7

729.5

888.4

Grape

1,196.4

308.7

76.9

79.7

129.5

157.1

882.8

954.8

108.2

259.9

136.5

152.8

111.9

12.8

1,540.2 2,126.7 2,000.5 2,999.4 3,065.1 2,928.8
953.7

839.8

2017/
2017/
2016, % 1990, %

902.4

913.9

Sugar-beet

-

28.1

46.7

36.6

251.9

184.3

312.6

410.1

131.2

-

Cotton

542.9

274.1

91.5

196.6

38.2

35.2

89.4

207.5

232.1

38.2

Tobacco

52.9

11.7

17.3

7.1

3.2

3.5

3.6

5.3

147.2

10

Sunflower for seed

0.6

0.7

3.7

16.1

15.5

18.4

16.7

29.8

178.4

4,966.7
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1990

1995

2000

2005

2010

2015

2016

2017

Meat (in slaughtered weight)

175.5

109.4

153.6

198.0

244.9

298.6

302.2

316.8

Milk

970.4

826.5

Egg, million
units

985.3

455.8

542.6

874.6

Wool (in physical weight)

11.2

9.0

10.9

13.1

15.6

17.0

16.7

Cocoons,
tons

4,902

1,100

66.6

78

6

0.236

70.8

2017/
2017/
2016, % 1990, %
104.8

180.5

100.7

208.6

106.5

174

16

95.8

142.9

245.2

346.3

5.0

1,031.1 1,251.8 1,535.8 1,924.5 2,009.9 2,024.1
1,178.6 1,552.9 1,609.8 1,714.0

Source: https://www.stat.gov.az/source/agriculture/?lang=en.

In line with the changing structure of farming areas and growing number of
cattle, food-oriented crop production, as well as livestock production increased
significantly compared to the former soviet period. In return, production of industry-oriented products including cotton, tobacco, grape, tea and cocoon has
declined. The only positive fact that can be mentioned here is that Azerbaijan
has started significant production of sugar beet and industrial crops such as sunflower for seed upon restoration of independence.

2.3. Export of agricultural products
The export volume of agricultural and food products grew 11.1 times in the
period of 2001-2015 and 2.2 times in 2005-2015. During the same periods, the
volume of primary agricultural products grew 18.5 times and 1.6 times respectively, and the volume of processed agricultural products grew 14.7 times
and 3.0 times respectively. According to the trade statistical data of the UN12,
Azerbaijan's share in global export of agricultural and food products increased
from 0.014 percent in 2001 to 0.054 percent in 2015. However, due to the de12

https://comtrade.un.org/
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crease in the export of processed agricultural products in the last two years, the
volume of the total export has also decreased.
44 percent of Azerbaijan's exports of agricultural and food products are made
up of primary agricultural products, and 56 percent of processing industry products (Table 2-4).
<Table 2-4> Azerbaijan's agricultural and food products export in 2005-2015, in thousand USD
Products

2005

2010

2011

2012

2013

2014

2015

2015/2005, %

1

2

3

4

5

6

7

8

9

Fruit

146,432

112,484

152,965

207,986

173,508

192,165

220,247

150,4

Vegetables

26,224

42,345

78,307

55,969

77,264

98,919

91,681

349.6

Processed fruit and
vegetable products

16,773

21,518

21,366

18,694

21,965

17,143

10,857

64.7

Animal and vegetable
oils

68,418

188,255

173,757

221,766

227,884

190,335

153,335

224.1

1

2

3

4

5

6

7

8

9

Sugar and sugar
products

91

146,452

199,185

214,911

243,840

221,379

212,207

233194.5.

Chocolate products

398

3,157

7,924

11,942

16,268

11,868

7,648

1921.6.

Tea

14,097

32,957

32,211

37,223

43,906

30,804

18,959

134.5

Alcoholic and soft
drinks

9,401

15,142

15,727

21,041

30,947

31,875

25,829

274.7

Cotton

43,974

15,892

20,612

22,302

30,230

14,324

19,308

43,9

Leather

2,134

11,664

10,774

13,932

16,978

23,868

12,128

568.3

Tobacco

5,395

5,894

9,307

7,913

10,757

12,415

7,431

137.8

Other

40,375

27,098

28,676

37,183

34,999

36,171

23,000

57.0

Total

373,712

622,858

750,811

870,862

928,546

881,266

802,634

214.8

Source: The State Statistical Committee of the Republic of Azerbaijan (2016).

47 percent of agricultural and food products are exported to post-Soviet republics (excluding the Baltic countries), 27 percent to Iraq, 15 percent to
Afghanistan, 4.5 percent to Europe, 2.1 percent to Turkey, and 4.4 percent to
other countries. However, the export geography of primary agricultural products
is very limited; 90 percent of these products are exported to post-Soviet repub-
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lics (excluding the Baltic countries), especially to Russia.
As for agricultural export, Azerbaijan is highly depended on the Russian market; the market has a good accessibility to overland routes and railways. Fresh
fruits and vegetables produced in the various climate zones in Azerbaijan can
overcome their seasonal characteristics effectively. Other major export markets
include Georgia, Turkmenistan, Kazakhstan, Iran, and Iraq13.
It should also be stressed that the Strategic Roadmap14 aims to increase the
export of the non-oil sector from $170 per person in 2015 to at least US $450
in 2025. In 2025 the population of Azerbaijan will be more than 10 million
people, which means that exports on the non-oil sector will be worth $4.5
billion. Exporting agricultural products plays an important role in achieving this
goal.
Currently, complex measures are being taken to increase the non-oil export
in Azerbaijan and promote the "Made in Azerbaijan" brand. As a result, exports
of the non-oil products increased by 24 percent in 2017 and by 15 percent over
the six months of 2018. At the same time, the introduction of export subsidies
for stimulation of export of non-oil products has begun since 2017. At present,
export promotion in the amount of 3-6% of the export value of some exported
products from Azerbaijan is paid. For this purpose in 2017, the payment of 3.1
million manats, in the first six months of 2018, 2.2 million manats of export
promotion was paid15. Export subsidies are mainly issued to agricultural products (palm, pomegranate, eggs, natural honey, fresh or dried hazelnuts, dried
fruits, canned vegetables, fruit and vegetable juices, natural grape wines, pome13

14

15

2014 Knowledge Sharing Program-Republic of Azerbaijan. "Support to Azerbaijan
Republic to increase the export of agricultural products". 2015.
Strategic roadmap on perspective of the national economy of the Republic of
Azerbaijan. 6.12. 2016. http://president.az/articles/21993
http://www.azpromo.az/news/view/awareness-building-campaign-in-export-promotion-hold
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granate juice16, etc.).
On the other hand, the export of agricultural products is encouraged by
innovations. In this regard, the state-created Azexport17 portal should be
emphasized. This portal also offers Azerbaijani products to the world market in
terms of electronic commerce, as well as submitting all export-related documents to online exporters based on one window principle.
Russia is already a major market for Azerbaijan agricultural products. Based
on analysis of other countries' exports to Russia and Azerbaijan's top export
items, three priority products are defined: fresh tomatoes, particularly using
year-round production in greenhouses; fresh cucumbers and gherkins; and fresh
fruits such as persimmons, currants, and gooseberries. For each of these products, Azerbaijan has already established its competitiveness and could improve
productivity and yields significantly in the short term. If it was able to capture
market share of exports to Russia, Azerbaijan could increase its exports of each
substantially. In the short term, tomatoes constitute the largest opportunity for
an increase of agricultural exports to Russia.
We think the support for integrated projects will focus on specific crops.
Three potential regions and corresponding crops are strong candidates for pilot
projects of integrated public-private partnerships. These three examples are explored further in the analysis below.
Tomatoes. Tomatoes are already a major production item in Azerbaijan, and
there is potential to increase processed production. Guba-Khachmaz, Aran and
Lankaran are strong candidates for investment in added production capacity.
Hazelnut. Hazelnuts are major export products in Azerbaijan, and there is potential to increase processed production. The Skeki-Zagatala region is a prime

16
17

http://www.e-qanun.az/framework/33870
https://azexport.az
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candidate to ramp up production.
Cotton. Historically, Azerbaijan had been a major producer of cotton, which
also offered significant employment opportunities. In 2014, the Aran region led
the country in cotton production, with 21,000 hectares in cultivation.

2.4. Production and export of vegetable
In 2016, vegetables accounted for 10.4% of the gross agricultural products in
the Republic of Azerbaijan. It is clear that, in 2016, vegetable products accounted for 22.7 percent of the country's crop production in the terms of value.
Generally, vegetable production in Azerbaijan in 2016 increased by 63% to
1270,600 tons compared to 2000. At the same time, the area of planting increased by 30 percent to 73.6 thousand hectares, the productivity increased by
26 hectares and reached 159.0 ha. Tomato, cucumber, cabbage, onion, garlic
and carrots account for 81 percent of total vegetable production.
There are potential opportunities to increase fruits and vegetables up to 2
times in the coming years. For this purpose, it is important to achieve extensive
use of modern gardening technologies and specific gardening techniques.
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[Figure 2-2] Structure of vegetable production in percentage of volumes

Source: The State Statistical Committee of the Republic of Azerbaijan (2017).

For this reason, we have investigated the tomatoes, which have a significant
share in vegetable production and are the most exported products in the non-oil
sector in 2017.

2.4.1. Tomato production and export in Azerbaijan
2.4.1.1. Production of tomato
Natural and climatic conditions of Azerbaijan allow the production of tomatoes all over the country without any ‘extra’ interventions, and tomatoes represent the second largest vegetable category (after potatoes) in Azerbaijan. Their
production and productivity experienced positive developments between 2007
and 2017, especially for the ones produced under the canopy lands. The current
production in greenhouses still represents only a minor part of the total toma-
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toes production, but exhibiting higher yields. New greenhouses for tomato production, as well as investments in the use of the latest western technologies indicate that positive evolution can be expected also in the future – hence, high
marks for expected future performance. In addition, new investments are creating new jobs in this already labor intensive sector of agriculture.
During last years, the sown area of tomato stayed relatively stable with approximately 26 thousand hectares between 2007 and 2015. In 2016, the sown
area decreased by 7.5% and made up 23.8 thousand hectares. In Khachmaz region similar situation is observed. The share of total sown area of tomato in
this region was equivalent to 10.8% in 2016. Generally, the average share of
sown area of tomato in Khachmaz for the last ten years rounds up to 10%. In
case of greenhouses, the situation is different. Although no data on greenhouses
of tomato production is available, it can easily be noted that the main part of
greenhouses in the country are used for tomato production. According to official
data from SSC in 2016 the total area of greenhouses in the country increased
by 55.3% compared to 2015 and reached 2165 hectares. The increase was mainly due to increase of the greenhouse area in Baku and Absheron economic
region. In 2016 greenhouse area in Baku increased to 273 hectares which is 8.8
times higher compared to 2015. In Absheron the greenhouse area increased to
336 hectares which is 2.4 times higher compared to 2015. In case of
Guba-Khachmaz in 2016 total area of greenhouses decreased by 30% compared
to 2015 and amounted to only 7 hectares. This is mainly connected to poor infrastructure in the regions compared to Baku and Absheron. Also, high costs for
maintaining the greenhouses play its role in this situation.
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[Figure 2-3] Comparison of tomato production in open field and greenhouse
(Thousand tons)

Source: http://www.stat.gov.az/source/agriculture/?lang=en

Although the sown area decreased the production indicators increased for the
period of 2007-2015. In 2015 the total production of tomato increased by 10.9%
and came up to 515.2 thousand tons. But in 2016 total production decreased by
2.4 % and amounted to 502.8 thousand tons. During the period of 2007-2016
production decreased by 9.1% and reduced 70.1 thousand tons in Khachmaz
rayon. The average share of this rayon in total production amounts to 14-15%.
Although the sown area decreased the general production increased for the
last ten years and this is directly connected to the increased yield of tomato.
Vegetable production in greenhouses also increased in the last year. In 2016
total vegetable production from greenhouses increased to 93583 tons. This is 2.2
times higher compared to 2015. In Guba-Khachmaz vegetable production from
greenhouses increased to 438 tons which is 70% higher compared to previous
year.
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According to the data of SSC the yield of tomato increased during the last
ten years. Even though in 2007 average yield of tomato in country level was
16.3 tons per hectare, in 2016 this figure accumulated 15.3% and reached up
18.8 tons per hectare. In case of Khachmaz region the situation is considerably
better. In general, the yield indicator of tomato in Khachmaz region is higher
compared to country level. The yield per hectare in Khachmaz was 22.4 tons
per hectare which is 37.4% higher compared to country average. In 2016 yield
increased by 21.9% and amounted to 27.3 tons per hectare in 2007. This figure
is 45.2% higher compared to country average of the same year.
For greenhouses the yield figures of vegetables are considerably higher. country’s average of yield for greenhouses is 43.2 tons per hectare. In
Guba-Khachmaz this figure is equivalent to 62.6 tonnes per hectare. But there
is much higher potential in Absheron: this figure turns out to be 121.8 tons.
2.4.1.2. Export of tomato
Tomatoes play a significant role in international trade. The Russian
Federation, currently the main export destination for Azerbaijan tomatoes, is the
third importer of tomatoes in the world and is thus proved to be still an interesting market for future Azerbaijan’s exports.
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[Figure 2-4] Tomato export from Azerbaijan

Source: The State Statistical Committee of the Republic of Azerbaijan (2018).

According to the data of State Committee of Customs, in the first 8 months
of 2017, the export of tomatoes increased by 2.85 times compared to 2013 in
quantities. In this period, total amount of tomatoes exported was 131.7 thousand
tons. The quantity lines have also increased during this period. If in 2013 total
amount of exported tomatoes was 40.7 million dollars, in 2017 this figure compiled 3.7 times and amounted to 151.6 million dollars. Russia stays an important market for local produce. In 2015 and 2016 the share of Russia in tomato export from Azerbaijan was approximately 90%. Also, Azerbaijan holds major share in Russian tomato market, giving 18-19% of total tomatoes imported
by Russia.
According to our estimations, the main part of tomato exported comes to the
period of May-June. This shows that the main part of exported tomato comes
from greenhouses as open field production of tomato begins from July.
Among agricultural products exported to Russian market, tomato offers big-
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gest opportunities. Considering the possibility of growing products in greenhouses throughout the year, Azerbaijan can get a substantial share in this market
by increasing total production and productivity.
Nevertheless the main part of tomato export comes to spring time of
(especially April-May) the year and this gives us a clear vision that we have
to promote and support early tomato production through developing establishment of greenhouses.
In line with the increase of export quantities the selling price of the product
increased too.
The average price per kg in 2017 was 11.8% higher compared to 2013. With
regard to the above mentioned, according to the data of the MoA, the average
wholesale price of tomato in the country was 0.5 AZN per kg in 2016. This
data is collected from the main wholesale markets of Baku and Ganja. If we
compare this price to the export price, we can easily see the difference. As the
export price in 2016 was equal to 1.5 AZN it was 3 times higher compared to
the domestic prices. If we take into account the farm gate prices which are lower compared to the prices in wholesale centers of Baku and Ganja, then we’ll
get bigger difference. Mainly 2 factors can be noted for this situation:
Mainly greenhouse tomatoes go to export and that’s why the export prices
are higher.
By promoting the export of open field tomatoes then these products will have
big price advantages in international market.
Further opportunities for Azerbaijan could be searched for in the area of
processed tomatoes. Processed tomatoes represented around a quarter of overall
tomato consumption over the last ten years, and their importance has been increasing in recent years.
Azerbaijan tomatoes yields are lower compared to other important exporters
to the Russian Federation.
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In this region there’s only one big processing company for vegetables Caucasus Conserve Plant operating in the city of Khachmaz. Using the advantage of being the only big processing company in the region, the prices set by
the plant are very low. The producers have to sell the produce due to lack of
storage facilities and poor logistics system. From this prospect establishment of
alternative small sized processing companies is extremely required and has big
potential for development due to cheap labor, cheap raw material and suitable
geographical position (close to RF) for export.
As stated in the figure, tomato import to Azerbaijan increased in 2016, then
declined sharply in the following year. The reason for the increase in tomato
import until 2016 is due to the high price export of domestic production to
Russia and filling of market gaps with low price import. As shown in the figure, in 2016 the export price is 205% much more than the import price and
59% in 2017.
According to export and import data, in 2016 the exports were 5.9 times
more than imports and 38.5 times more in 2017. For this purpose, by the
Resolution of the Cabinet of Ministers of the Republic of Azerbaijan dated 23
September 2016, import tax per kilogram of tomato imported to Azerbaijan
within 2 years has been determined US $0.4 from November 23, 2016.
Comparing the values of export and import shows that the exports were 12
times more than imports in 2016 and 64.5 times more in 2017.
Export data for months indicates that the main share in the export of tomatoes is greenhouses. From the information provided, in 2016, only 14% of export of tomato of Azerbaijan was realized and 15% in the 4th quarter of 2017.
Also, the price of exported tomatoes has also changed over the months. So, if
in January 1 kg of tomatoes were exported in $1.12 , in August this amount
was $0.82.
It should be noted that, according to FAO, 1 ha productivity of tomato is 38
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tons in Turkey, 480 tons in the Netherlands, 200 tons in Germany, 190 in
France, 31 tons in Belarus. The world average is 35 tons. These countries have
achieved high productivity through greenhouses. In Azerbaijan, part of the production of tomatoes is in the open field, where productivity is inferior. There
is a significant difference between indicators related to the productivity of vegetables in greenhouses which published by the MoA and the figures published
by the SSC. Thus, according to the FDMS figures of the MoA, the average productivity of tomatoes in 1 hectare was 133.7 tons in 2016.
In general, our research on the export of tomatoes shows that this product is
competitive in the Russian market. On the other hand, the fact that RF did not
allow tomato imports from Turkey also plays a significant role in the increase
of exports from Azerbaijan. But here is a nuance that, although now Russia and
Turkey have solved these problems together, it has not affected the export of
Azerbaijan in the first quarter of 2018. On the contrary, in the first quarter of
2018, tomato exports increased by 56% in terms of value and 41% in terms of
volumes compared to the corresponding period of 2017.
However, we must take into account the risks of tomato exports dependent
on the Russian market. Thus, Azerbaijan's tomato exporters could be seriously
damaged, if Russia imposes restrictions on imports of this product for any
reason. Therefore, it is important for the Republic to take urgent measures to
deepen the processing of this product also diversify its exports.
Our research has proved that, Azerbaijani tomatoes play a significant role in
the Russian market. Thus, 99.9% in 2015, 99.7% in 2016 and 99.7% of tomatoes in 2017 were exported to Russia. In 2016, Azerbaijan ranks third in the
list of countries exporting tomatoes to Russia after Morocco and China. 18.8%
of Azerbaijan’s tomatoes were imported by Russia in 2016. It is interesting that
the price of 1 ton of tomatoes exported from Azerbaijan was $937, while this
number for Morocco and China was $ 1304 and $ 1220 respectively.
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In 2017, exports of tomatoes have increased both in terms of value and
volume. Mainly, 9.9% of non-oil exports in 2017 were tomatoes. When considering tomato exports monthly, it is clear that the main exports are realized in
May and June. Thus, in this year 31% of non-oil exports in May and 23% in
June belong to tomatoes.
2.4.1.3. Processing of tomato
Caucasus Conserve Plant, from the first day of its operation in the city of
Khachmaz in Northern part of Azerbaijan, continues its way forward in the direction of high quality and production. More than 350 employees are working
at the enterprise which is one of the factors of Khachmaz zone’s development.
Working to take the first place at providing always proficient products and services, this plant is sophisticated in terms of production volumes18.
Caucasus Conserve Plant manufactures sliced tomatoes19. Tomatoes made in
this plant are seedless and peeled. Preparation technology may be achieved in
any fluidity. As tomatoes are thickened in vacuum systems and at low temperatures and not by sunlight like home cooked tomatoes, thickening may be of
any level. It also is not affected by changes due to oxygen. Additionally, as tomatoes produced at the plant are pasteurized, their quality is higher than that
of homemade ones.
Azersun Holding, another leading food producer in Azerbaijan, has entered
the market since 2009. It produces ketchup from natural grown tomatoes in our
fields20.
Bilesuvar Canning Factory, which started operating in 2010, produces toma18
19
20

http://www.qafqazkonserv.az/en-index.html
http://www.qafqazkonserv.az/en-products.html
http://www.azersun.com/az/content/mayonez-v%C9%99-ket%C3%A7up
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toes and other pickles, tomato paste, peeled tomato paste, chopped tomatoes and
canned caviar. The annual production capacity of the plant is 40,000 tons.
The analysis shows that in recent years, the production and export of tomatoes has increased in Azerbaijan. In 2012, tomato exports were US $19 million,
however in 2016, this number turned out to be almost 5 times higher, US $94
million. During 2017, tomato export took first place in the non-oil sector.
Therefore, tomato export covered up 9.9 % of the non-oil export in this period.
Especially in 2017, the share of greenhouse tomato production grew remarkably.
Yet, Russia is still a main export market of Azerbaijan. According to the result
of research, Azerbaijan’s tomatoes are mainly exported to Russia. Thus, 99.9%
of tomatoes in 2015 and 99.7% in 2016 and 2017 were exported to Russia21.
Russia’s dilemma between the European Union and Turkey has played a constructive role in the growth of Azerbaijan’s export to Russia. So, in the background of these problems, Russia has banned the import of tomatoes from the
European Union and Turkey. Despite that, by the end of 2017, Russia has begun to ban importing tomatoes from Turkey. Analysis of the data shows that
the first quarter of 2018, eliminating Russia's restrictions on Turkish tomatoes
did not adversely affect the export of Azerbaijani products.
Thus, the export of tomatoes from Azerbaijan to Russia in the first quarter
of 2018 amounted to $24 million. In comparison with the first quarter of 2017,
Azerbaijan's tomato exports increased by 56 percent in terms of value and by
41 percent in terms of volumes. In particular, exporters in March 2018 exported
tomatoes at a price higher than the previous months ($1.24 per 1 kg). In April
2018, exports of tomatoes increased by 0.6 percent compared to the corresponding period of 2017, but decreased by 5.3 percent in terms of volume. It should
be noted here that, according to FAO, productivity per 1 ha of tomatoes are 38
21

https://www.trademap.org/Index.aspx
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tonnes in Turkey, 480 in the Netherlands, 200 in Germany, 190 in France and
31 tonnes in Belarus. The world average is 35 tonnes. These countries have
achieved high productivity through greenhouses.
In Azerbaijan, by the year 2015, most of tomatoes (93 percent) are cultivated
in the open field, where productivity is low. With regard to the productivity of
vegetables in covered areas, there is a significant difference between the figures
of the Ministry of Agriculture and the figures published by the SSC. Thus, according to figures from FDMS average productivity of vegetables in a covered
area of 1 hectare in 2016 was 133.7 tons. The share of greenhouses in the production of tomatoes has significantly increased since 2017. So, greenhouse tomatoes accounted for 49 percent (303 tons) of tomatoes produced in the country
in 2017, 615 thousand tons. Compared to 2016, greenhouse tomato production
in 2017 increased by 4 times. Overall, in 2017 the export of tomato production
in Azerbaijan made up 25 percent. In the same year, Azerbaijan's import of tomatoes made up 4,000 tons and 40 times less than exports.
Moreover, our research on tomato export verifies that Azerbaijan's product is
competitive in the Russian market. However, depending on tomato exports to
only Russian market creates some dangers. Thus, Azerbaijan's tomato exporters
could be seriously damaged if Russia imposes restrictions on imports of this
product for any reason. Therefore, there is a need to deepen processing of this
product in the republic and diversification of export. Currently, in Azerbaijan
for the imported tomatoes, 1 kg import duty of $0.4 is imposed.
But since the end of 2018, the expiration date of this tax will be invalid.
According to the latest information, the Azerbaijani government wants to regulate the domestic market and stimulate the development of the plant-growing
with customs duties. Thus, the Ministry of Economy created preliminary version
of envisaging the increase of customs duties on imports of a number of commodities (tomatoes, cucumbers) prevailed by non-free trade agreements with the
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Republic in order to protect the domestic market and support domestic production for two years.
Also through assisting manufacturers in accessing local, central and foreign
markets; simplification of creating and deploying supplies, warehouses, refrigerators, and sales bases; crop insurance; ensuring a simplification of the
credit system; regulation of mutual business relationships between fruit and vegetable producers and processors; providing informational, technical, agro-chemical, phyto-sanitary services to farmers, problems should be solved.
It should be noted that, especially in 2016 and 2017, Azerbaijan has started
paying special attention to the production of organic tomatoes. For example, in
2017, the "Baku Agropark" greenhouse, with annual production capacity of
3,300 tons of tomatoes, was created in 10 hectares. Here organic tomatoes are
produced. When the balance of world trade is considered, Azerbaijan has considerable potential to increase its share of processing in four of its top cash
crops-tomatoes, potatoes, apples, and cucumbers and gherkins.
We want to stress that in 2017, Azerbaijan exported $152.5 million22 worth
of tomatoes - 99 percent of which were unprocessed.

2.5. Export of other agricultural products
Thus, the amount of currency entered into the country from the export of various products in 2017 was as follows: Tomatoes - $151.6 million; Hazelnut $114.5 million; Persimmon - $90.9 million; Cotton - $52 million (Cotton fiber
- $32.5 million); Apple - $30.9 million; Potatoes - $25.8 million; Cherries $23.2 million.23
22

https://www.stat.gov.az/source/trade/?lang=en
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Hazelnut is a competitive export product of Azerbaijan. In 2016, the value
of hazelnut export from Azerbaijan was $104, and in 2017 - 114.5 million
dollars. It was 7.4% of export in the non-oil sector.
[Figure 2-5] Trend of export and price changes of hazelnut (code HS 080222) in
Azerbaijan

Source: The State Statistical Committee of the Republic of Azerbaijan (2018).

In 2017, the export of hazelnuts increased by 9% in terms of value and by
40% in terms of volume compared to 2016.
Also, in 2017, date export was 5.9% of Azerbaijan's non-oil exports.
According to Trademap, the share of Azerbaijan in world exports in terms of
value in 2016 was 13% and took place in the top three.
It should be noted that, the share of Russia in Azerbaijan date export was
96% in 2015, 95% in 2016, 93.4% in 2017.

23

http://customs.gov.az/az/faydali/gomruk-statistikasi/
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[Figure 2-6] Trend of export and price changes of date (code HS 081070) in Azerbaijan

Source: The State Statistical Committee of the Republic of Azerbaijan (2018).

Also export of potatoes from Azerbaijan decreased by 25% in terms of value
in 2016 compared to 2015, but potato export increased in 2017.
[Figure 2-7] Trend of export and price changes of potato (code HS 070190) in Azerbaijan

Source: The State Statistical Committee of the Republic of Azerbaijan (2018).
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As shown in the figure, potato export increased by 63% in terms of value,
51% in terms of volume in 2017 compared to 2016. Apple export from
Azerbaijan Republic increased by 61% in terms of value compared to 2015.
This increase continued in 2017.
[Figure 2-8] Trend of export and price changes of apple (code HS 080810) in
Azerbaijan

Source: The State Statistical Committee of the Republic of Azerbaijan (2018).

As shown in the figure, the export of apples in 2017 increased by 30 percent
in terms of value and by 17% in terms of volume compared to 2016. The export price for 1 kg apple has remained stable over the last three years. Cherry
export from Azerbaijan Republic has increased continuously over the last three
years. Thus, in 2016, cherry export increased by 16% in terms of value compared to 2015. In 2017, export of cherries slightly decreased in terms of volume, but increased by 1 percent in terms of value.
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[Figure 2-9] Trend of export and price changes of cherry (code HS 080929) in Azerbaijan

Source: The State Statistical Committee of the Republic of Azerbaijan (2018).

Azerbaijan’s agricultural sector has a great potential for development, even if
it still faces some important challenges. A major opportunity is represented by
the steady increase in the export of fruits and vegetables to Russia in the past
five years. Concerning exports, it should be recognized that the very good results of the recent years have been obtained also due to the fact that current
markets for most Azerbaijani fruit and vegetable exports are not very demanding in terms of packaging, quality, and safety standards. On the contrary, other
markets in Europe and elsewhere are much more difficult to penetrate without
meeting these standards. Overall, the increasing importance of internal supermarkets and other demanding buyers in food markets all over the world implies
that Azerbaijan will be increasingly required to meet these high quality and
safety standards, through continued efforts for improving production standards
and introducing modern management systems in agriculture. And this challenge
appears even more relevant in relation to the planned membership to WTO.
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2.6. Potential sector for export: cotton industries
2.6.1. Cotton production and export
To reform the agriculture sector, a key component is the development of
higher-value-added crops and products based on careful analysis of value
chains. Azerbaijan will prioritize and pursue focused efforts in major policy
areas to support an overarching goal: transitioning from subsistence agriculture
to commercial agriculture in an effort to develop the industry and increase rural
incomes. Since 2016, Azerbaijan’s Government has begun to support cotton
production.
Scientific development of cotton production in Azerbaijan and creation of
high industrial potential in this sector coincide with the beginning of the 70s
of the last century. In 1969-1982, the share of cotton in agriculture increased,
production increased about ten times, specialization was carried out in this sector and a strong material and technical base was created.
The most productive period of cotton production in the country was observed
during 1976-1986. Average yield was 2.84 tons per ha. The maximum yield
reached 3.59 tons per ha in 1981.
The average annual crop area in the country during this period was around
266.6 thousand hectares. The maximum area for cotton cultivation was observed
in 1982 and the total area of cotton production in the country was increased to
305.9 thousand hectares in this year. During this period the average annual cotton production was 759,800 tons. The record volume of cotton production in the
country was reached in 1981 and amounted to 1 million 15 thousand tons.
Despite all the achievements, starting from 1987, the recession trends in the
sector have begun to show itself. In particular, the decline in the cotton sown
area has accelerated this process (Figure 2-10).
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[Figure 2-10] Sown area of cotton in Azerbaijan (thousand ha)

Source: The State Statistical Committee of the Republic of Azerbaijan (2018).

According to official statistics sown area of cotton decreased during the period of 1987-2015. In 2015 total sown area of cotton amounted to 18.7 thousand
hectares.
As a result of measures undertaken by the state in this area in recent years
cotton cultivation area increased by 2.8 times to 52.1 thousand hectares in 2016.
In 2017, the sown area of cotton increased by 2.7 times compared to the previous year and reached 136 thousand hectares.
During this period the yield of cotton also decreased. Also, decrease of cotton
production in the country also is connected to low level of returns. The amount
of profit from one hectare of cotton is too low for farmers and they are not
interested in cotton production.
During the period of 2011-2013 cost price, selling price, yield stayed stable
and assured the stable profit around 313.5 manats per ha. Due to sharp changes
in fertiliser prices in 2015 cost price of cotton increased by 58.4% and this
caused the decrease in profit. In 2016 the situiation was stabilised and profit
per ha amounted to 326.1 manats.
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In 2016, an average profit of 326.1 manat was obtained from 1 hectare of
raw cotton. But compared to cotton, earnings from other products have been
higher. Thus, on average, profit from 1 hectare of fruit gardens amounted to
6747.4 manats, profit from 1 hectare of vegetables - 2404.8 manat, profit from
1 hectare of grapes - 815.4 manat, profit from 1 hectare of melons - 640.6
manat.
In 2016, the President announced a Strategic Vision for the expansion of cotton production to 210,000 hectares of planting by 2020 and the regeneration of
Azerbaijan’s once thriving cotton industry. Also, the state program for the development of cotton production in the Republic of Azerbaijan for 2017-2022
stresses that raw cotton production will reach 500 thousand tons by 202224.
[Figure 2-11] Forecast of cotton production in Azerbaijan in 2018-2021 (thousand tons)

Source: Data 2016-2017 from SSC and data 2018-2021 own calculation

24

State Program on the Development of Cotton Industry in the Republic of Azerbaijan
for 2017-2022. Baku 13.07. 2017. http://www.e-qanun.az/framework/36050
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The measures announced by the Government included significant investment
in infrastructure and the provision of cotton subsidies to farmers. The aim of
the cotton expansion program is to develop an additional economic growth pillar for Azerbaijan involving cotton production, manufacturing, sales and exports
to provide a new source of wealth and revenue for the Azeri economy and also
significant employment growth.
To reach the goals, since 2016 cotton purchase price of each kilogram has
been set in 50 cents and at the same time, 0.10 manat subsidy per each kilogram of the cotton has been set as well. At the same time over the last years,
the government has made considerable achievements in contract farming
through the focused measures designed to develop cotton production. Also,
farmers are exempt from all taxes except for the land tax. The incentive mechanism for both investment and export is already in place. This gives farmers additional incentive and creates additional opportunities for them. Today, all the
main branches of agriculture, including cotton-growing, are subsidized.
"MKT IK" LLC is the largest company engaged in the production and sale
of cotton and cotton products in Azerbaijan. In 2017, 70 thousand hectares of
cotton was planted. "MKT IK" LLC works with farmers on the basis of contract for the cultivation of cotton, organizes cotton seeds, supplies cotton raw
materials, its cotton-cleaning manufactures and sells ready-made products.
Manufactured cotton yarn of "MKT IK" LLC is made on the "open end"
technology. The company produces cotton oil, which is refined from technical
cotton wool, in the oil-fat combine, as well as ginger pulp, coconut shell and
fatty acids.
In 2017, "MKT IK" LLC is expected to collect 140,000 tons of raw cotton
from the fields. It is projected that 53 thousand 200 tons of cotton lint, 70 thousand tons of cannabis, 2 thousand 100 tons of auxiliary products, 8 thousand
tons of refined oil and 48 thousand tons of raw materials will be processed.
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It is known that the country's export opportunities will increase in parallel
with the increase of cotton production in the country, expansion of cotton processing and development of light industry. According to the statistical data of recent years, we can see that the country has some potential in this sector and
in 2016 the export of cotton products has grown in comparison with 2015
(Figure 2-12).
[Figure 2-12] Export of cotton products (ton)

Source: The State Statistical Committee of the Republic of Azerbaijan (2017).

As we can see from the chart the export of cotton fiber considerably decreased compared to 1994. But the last years export has the growing trend and
5.1 tons of cotton fiber was exported in 2016, which is 9.6 percent higher compared to 2015. In case of cotton yarn the situation is different. As export of cotton yarn is increasing and starting from 2010 export volume of cotton yarn is
higher compared to cotton fiber. In 2016 export volume of yarn was 9.3 thousand tons which is almost double of cotton fiber.
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In 2016 the total amount of cotton fiber exported was 6.04 million dollars,
and the total amount of cotton yarn exported was 18.01 million dollars.
In the first eight months of 2017, 19,531.47 tons of cotton fiber worth $26.6
million was exported from Azerbaijan. The average price of 1 ton cotton fiber
exported was $1,362.
We have to note that the main export markets for these products have been
Russia and Turkey. In 2016 69.8 percent of yarn was exported to Russia and
26.9 percent to Turkey. In case of fiber the share of Turkey amounted to 90.7
percent, and the share of Russia amounted to 8.8 percent.

2.6.2. Processing of cotton in Azerbaijan
Effective organization of processing assures the increased profitability of the
sector. Cotton production stimulates development of light and food industry.
The factual volume of the processing sector is much lower compared to potential opportunities of the sector.
According to the State Statistical Committee of Azerbaijan, during the period
of 2006-2016, production of cotton fiber decreased by 3.2 times. Although in
2006 the country produced 54.8 thousand tons of cotton, in 2016 this figure was
only 17.1 thousand tons. This was mainly due to the decline in raw cotton
production. During this period, the production of cotton yarn significantly
increased. Thus, if in 2006 the country produced 4 thousand tons of cotton yarn,
in 2016 it increased by 4.9 times to 19.4 thousand tons. High demand for cotton
yarn in foreign markets, especially in Russia and Turkey, has stimulated the
production of cotton yarn in the country in recent years. It should be noted that
one of the major cotton importers in the world is currently Turkey.
Other products derived from cotton processing are deeper processing
products. In our country, these products are mainly cotton fabrics, bed nets and
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dining room nets. The situation for these products differs depending on the
products. Thus, the production volume of some categories has decreased and
some have increased.
According to the State Statistical Committee of the Republic of Azerbaijan,
the production of cotton fabrics and dining room nets production in 2016 decreased compared to 2006. In particular, the production of dining room nets has
dropped dramatically, and the total production in the country by 2016 decreased
by 56.3 times compared to 2006 and totaled 6,754. We have to note that, since
2009, all the dining room nets have been produced in Baku.
During this period production volume of cotton fabrics also decreased. In
2016 1725 thousand square meters of cotton fabrics was produced in the
country. We have to note that in 2016 85 percent of cotton fabrics was produced in Sumgait city, and the rest was produced in Ganja city.
Production of bed nets has significantly increased during this period. In 2016
1.3 million units of bed nets were produced in the country which is 4.1 times
higher compared to the production amount of 2006. 78.5 percent of bed nets
was produced in Sumgait city and 21 percent was produced in Baku city.
As we can see processing is mainly concentrated in Baku and Sumgait cities
which are considerably far from production fields.
Our research shows that cotton production has increased in Azerbaijan last
two years mainly based on state support. According to the results of the research cotton production is not very efficient from the point of view of farmers
as it changes around 1,000 manats per ha. But, in line with that, cotton production is important from social aspect where women employment is high compared to other sectors. Also, it is one of the main export products with a high
share in total agricultural export.
In 2017, cotton was cultivated on more than 135 hectares of land in 22
regions. By 2021, it is planned to provide 65 thousand hectares of cotton areas
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with pivot systems. By this time, total cotton area will be increased to 200,000
hectares. But we think the increase of cotton fields has to be under strict control
by state. Because, in some of the fields the farmers overuse the chemicals and
this can pollute the agricultural lands and water.
In 2016, 50 percent of cotton is collected manually and 50 percent is harvested by technique. This situation is expected to repeat in 2017.
Our research showed that lack of good specialists is one of the main problems in this sector. Especially, agronomists and pest managers are highly
needed. As the Azerbaijan State Agrarian University, under the relevant decision of the CM, the bachelor's degree in 11 specialties, including agronomy,
agrarian science, soil science, agrochemistry and other specialties are prepared
by state order it is recommended to establish a better communication between
the Azerbaijan State Agrarian University and the main companies having activities in this sector.
The research shows that the main independent company investing in cotton
production in Azerbaijan is "MKT IK". The rest of key players of the sector
are "CTS AGRO" and other 18 small companies established by the state. We
offer the privatization of these companies and this process should be implemented by close cooperation of international companies.

2.7. Level of self-sufficiency and import of agricultural products
Thus, upon restoration of state independence and commencement of transition
to the market economy in the country, the key trend observed in the area of
production of agricultural products is that the production structure of this area
is formed based on substantial production of food-oriented agricultural products.
Besides, the past period saw a significant increase in the production of food-ori-
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ented processing industry products. Nonetheless, the ratio of import volume of
some products to domestic production of those products is sufficiently high,
which is explained by the need to satisfy both the consumption demand in domestic market and the processing industry demand for raw materials.
As a result of purposeful measures implemented with a view to strengthen
food security of the country, the level of self-reliance on food grew in 2015
(Table 2-5).
<Table 2-5> Level of self-sufficiency of basic food (%)
Products

2007

2016

Grains

57.0

63.8

Leguminous

76.4

68.4

Potato

98.0

85.5

Vegetables of all kinds

98.8

105.4

Market garden crops

100.1

100.2

Fruit and berries

138.1

116.4

Grape

93.7

89.2

All kinds of meat and meat products

88.1

87.9

beef and beef products

95.6

93.5

mutton and goats meat and meat products

99.8

98.7

pork and pork products

26.0

7.0

poultry meat and meat products

74.3

79.1

Milk and dairy products

87.8

87.7

Egg, unit

98.1

98.8

Fish and fish products

70.8

82.3

Source: The State Statistical Committee of the Republic of Azerbaijan (2017).

Positive trends have been observed in the last 10 years in the consumption
of relevant food products of population.
Azerbaijan’s major imported products are cereals (23% of total imports in
2015), tobacco (20%) and sugar (10%). Major countries of origin for cereals are
the Russian Federation (90%) and Kazakhstan (5% of total in 2015). Sugar is
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imported in raw form from Brazil and (manufactured) tobacco has its origin
mainly from the Russian Federation (65%) and Ukraine (30% of total in 2015).
The relative position of these three product categories remained rather stable
over the period 2005-2015. A product category that notably increased as share
of total imports is live animals (mainly cattle), accounting for almost 4% of total imports in 201525.
<Table 2-6> Dynamics of main commodities (food) imports
Commodities
1
Meat of bovine animals, tons
Poultry meat and its additional
products, tons
Fresh and frozen fish, ton
Milk and cream, tons
Butter and other fats and oils derived from milk, tons
Eggs, thsd. units
Potatoes, tons
Fresh vegetables, tons
Fresh fruits, tons
Tea, tons
Wheat, thsd. tons
Maize, tons
Rice, tons
1
Wheat flour, tons
Vegetable oil, tons
Margarine, other nutrient mixtures,
tons
Sausages of meat and analogical
products, tons
Canned meat and fish, tons
Raw sugar and sugar, thsd. tons
Sugar confectionery, tons

2000
Quantity Value, thous.
US dollar
2
3
786.6
844.9

2015
Quantity Value, thous.
US dollar
4
5
5,059.3
10,899.7

2016
Quantity Value, thous.
US dollar
6
7
5,257.9
13,782.6

23,260.9

14,628.6

7,372.7

6,240.9

24,435.4

20,366.9

2,199.3
1,439.5

908.9
831.1

9,898.3
8,835.2

6,868.7
5,761.7

9,371.0
5,463.1

13,657.8
8,034.1

5,925.6

6,366.4

13,793.9

22,392.6

14,365.1

48,383.9

81,417.4
42,785.2
8,681.4
8,533.5
2,703.0
706.6
59.0
17,817.8
2
22,854.1
14,661.6

3,690.7
4,960.9
1,598.3
3,519.2
6,513.0
87,908.3
9.2
4,045.9
3
5,168.7
7,101.2

51,381.3
124,763.8
25,489.9
57,881.1
7,460.8
1,353.1
181 652.7
26,638.8
4
5,788.1
115,215.6

8,609.1
11,204.9
6,149.3
33,299.5
16,319.9
296,831.0
31 202.6
8,031.5
5
1,601.9
70,291.0

46,132.9
182,986.1
45,913.5
72,165.4
12,609.5
1,599.6
90 875.9
48,185.7
6
3,658.4
138,361.3

6,213.7
33,789.2
18,271.9
63,573.8
44,734.3
295,018.2
17 198.3
31,794.9
7
1,226.6
124,642.3

4,765.4

3,726.4

14,069.1

13,227.4

15,271.7

18,451.7

2,348.3

2,932.6

1,101.4

1,978.6

1,918.4

6,887.9

1,065.4
75.8
3,170.8

843.3
17,514.0
3,149.9

4,776.6
291.5
21,183.3

6,760.1
124,490.7
23,135.2

4,609.7
365.2
18,154.9

11,260.5
152,756.4
29,570.7

Source: The State Statistical Committee of the Republic of Azerbaijan (2017).

25

http://www.wecr.wur.nl/sara/docs/Market%20and%20Competitiveness%20analysis%20report.pdf
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Grain production is one of the priority areas of agriculture and has a special
role in food security of the country. Moreover, grain growing forms one of the
main components of fodder resources in the country. It plays a special role in
provision of animals with concentrated and coarse fodder.

3. VALUE CHAIN ANALYSIS OF GRAIN PRODUCTION

3.1. Introduction
Grain harvesting occupies a significant place in agriculture of Azerbaijan. It
consists of 3/5 of sown areas and about 1/6 portion of the total agricultural
product. According to the average indicators in 2014-2016, in the country, the
annual volume of grain production was 2,779.0 thousand tons. In 2016, grain
production per person was 303 kilograms. Due to this result, Azerbaijan left behind neighbouring countries, Armenia and Georgia, 1.5 and 2.6 times respectively26. Therefore, the total volume of grain production increased almost
twice in 2000-2016 and rose 1.53 times during 2010-2016 in Azerbaijan.
Although the overall grain growth trend in the volume of grain production
and productivity matches, there is instability in the variation of both indicators
over the years (Figure 3-1).

26

Cereal production metric tons https://data.worldbank.org/indicator/AG.PRD.CREL.MT;
http://wdi.worldbank.org/table/2.1 məlumatlarý əsasýnda hesablnılmışdır)
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[Figure 3-1] Change in volume of grain production and productivity in Azerbaijan in
2000-2016

Source: The State Statistical Committee of the Republic of Azerbaijan (2017).

Corn production, first of all, plays an important role in the means of food
safety of the country. Grain and its processing products contain the basis of the
population's life activity27. On one hand, grain is vital for supplying bread and
(related) bread products, which is one of the main and crucial in food consumption of Azerbaijan. On the other hand, products of this field are used as
fodder, which is an enhancing factor in the growth of livestock products.
Wheat constitutes the majority in the structure of grain production. As seen
from the following information, in 2016, the share of wheat in total corn production was 60.4%. Compared to other grain types, barley has a higher specific
weight.

27

Rzaeva Sh. Features of food security. Scientific Works of the Institute of
Agricultural Economics Scientific-Research Institute 2016. p.31.
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<Table 3-1> Grain production and productivity indicators in Azerbaijan in 2016
Production

Productivity, sentner/ha

Thousand ton

By percentage totally

Total Grains

3,065.1

100.0

Wheat

1,851.5

60.4

31.6*

Barley

954.2

31.1

26.9*

Oats

6.9

0.2

25.7

Corn

224.0

7.3

60.1

30.6

Source: The State Statistical Committee of the Republic of Azerbaijan (2017).

Azerbaijan is a net importer of grain. In 2016, while 1694.2 thousand tons
of grain was imported to the country, grain export became 16.4 thousand tons.
Based on above mentioned notes, in terms of food safety assessments in the
country, with grain, the level of self-sustaining is a crucial factor. At this time,
it is desirable to consider the self-sustaining indicators separately for both grains
totally and separate types of grains in order to obtain a distinct idea of the real
situation on both directions mentioned above.
[Figure 3-2] Level of self-sufficiency of grains in 2016 (%)

Source: The State Statistical Committee of the Republic of Azerbaijan (2017).
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As declared in Figure 3-2, with only barley, it is achieved to the complete
self-sustaining level amidst grain types. Through grains in total, the self-sustaining of wheat in terms of food security is even lower than the critical level. The
level of self-sufficiency is also insufficient in some types of ready food products made of grain. In 2016, this figure was 51.1 percent on macaroni products
and 17.6 percent for yarn.
In association with the above mentioned, the solution issues related to the development of the value chain of grain production are particularly significant.

3.2. Fundamentals and operators of the value chain of grain production
As one of the leading areas of agricultural production, grain trade in the agribusiness system of Azerbaijan, has been formed around fundamentals throughout the chain of values.
Taking into account the real integration of the various functional processes
covered by the chain of values, it can be distinguished from the following basic
concepts that are consistent with each other:
[Figure 3-3] The key concepts of the value chain of grain production

Packaging
The finished
product manufacturing
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The intensity of integration among showed fundamentals of the value chain
is generally relatively low compared with the corresponding situation on some
other agricultural products. At the same time, within the value chain, in limited
quantities, there are cases where the two consecutive cases are fully integrated.
For instance, in 149 grain-producing farms, mills were also present, and mixed
fodder is produced in some of the livestock and poultry farms.
Through consecutive ways of value chain, moving channel, mentioned above,
ends up with the import and export of various products (Figure 3-4). Moreover,
approaching the issue from a specific market position, each of the import and
export processes can be viewed as a separate channel, too.
As it is clear from the data (in the scheme charts the official statistics for
the relevant area for 2016 are given in thousand tons), in the modern conditions, the import channel processes have relatively higher roles in the overall
development of the value chain.
[Figure 3-4] The map of the value chain over channels in 2016 (thousand tons)
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[Figure 3-5] Key operators (actors) of the value chain and their quantitative character

The next figure (Figure 3-5) illustrates the relationships between operators
(actors) of the grain value chain and their quantitative characteristics within the
scope of official statistics. According to the agricultural data of the year 2015,
the number of farms engaged in grain production in the country was 437.1
thousand.
Amongst them, there were agricultural enterprises of various organizational
and legal forms (corporative sector) creating juridical persons that engaged in
production, together with farms and households acting as individuals (non-corporative sector). In the overall production, the non-corporate sector has a higher
share. In 2016, the production of cereals and legumes reached 90.6 percent. No
official statistical data about volume of grain production is given on the individual entrepreneur farms, family farms, households and individual households
included in the non-institutional sector. At the same time, it is possible to get
an idea about the census data on the sown area of agriculture. In 2015, according to that data, individual entrepreneurs, family and households in the field of
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grain and leguminous crops planted in accordance with the share of the economic forms was 2.4; 96.2 and 1.4 percent.
The main institutional operator in the field of grain procurement and storage
is the State Grain Fund. The State Grain Fund was established in emergency
situations to meet consumer demand for grain, to form state grain reserves, to
fulfill international obligations and, where necessary, to prevent sharp price
fluctuations in the domestic grain market. The State Grain Fund is formed at
the expense of local production and imports. Taking into account existing and
future needs, government investment in the amount of at least two months volume of the annual demand of country population-260,000 ton grain is considered appropriate for the purpose28.
The grain in the fund is usually stored in the public premises (elevators) of
the customer. If the grains can not be stored for any reason at the State
Custodian's detention facilities, that product is maintained on a contractual basis
at the custodial points (elevators and warehouses) of legal entities and individuals29. In 2016, there were 103 grain storage facilities in the country, with
a total capacity of 741,000 tons. The main part of these warehouses is in enterprises engaged in the grain processing (grinding). These enterprises are also involved in the production of mixed fodder. Besides the livestock, especially, the
poultry farms deal with the production of mixed fodder.
There are numerous operators dealing with finished products in the Grain
Value chain. These include bread and bakery products of different sizes and status, flour confectionery institutions and bakery products for the needs of families in the regions, corn oil production institutions.

28
29

Gasymli V. Economic modernization, Baku, 2014, p. 185.
"Rules of Storage and Usage of State Grain Fund". 07.07.2009. http://www.e-qanun.az
/framework/18044
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3.3. The calculation of the increase in value
At present, official statistics do not provide information related to the creation
of additional value in the production of separate agricultural products. In this
regard, it is necessary to define the formation of value on fundamentals of value
chains based on special calculations in grain production. In this respect, on the
occasion of the value chain with access to a wide variety of data about the
composition, calculation based on a different approach has been applied:
Production of grain. During the calculation of the value added in grain production, as a basis for information on the cost and sales prices of cereals and
grain legumes in the "Basic Economic Indicators of Agricultural Enterprises and
Private Entrepreneurship Farms" of the State Statistical Committee of the
Republic of Azerbaijan, information on agricultural products (plant products),
and information on the structure of production costs are taken. The calculation
was based on the average data for the years 2014-2016, with average data for
agricultural enterprises, individual entrepreneurship farms.
The price of the value added of 1 ton of product on the basis of storage and
initial processing (grinding) is deducted from the production cost of the
National Accounts System after removing of the value-added tax (18% VAT in
Azerbaijan) and the sum of value-added tax with the value added in the "Food
production" section of the value added tax (the total value added).
The total amount of tonnage of the product is calculated on the basis of the
physical volumes of the products produced and packaged as a result of processing on finished goods and packaging. Then the average price of 1 ton of product was determined. The value added in this indicator was determined by the
method that corresponds to the initial processing.
Calculation of the added value of 1 ton of product on the sale of the finished
product covered 3 steps. Firstly, based on the official statistical data, the volume
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of the final value chain of grain chain (bakery products, macaroni products,
confectionery products, flour and semi-finished products for retail sale) was
calculated. Then, the value of 1 ton of product was determined using the retail
price index of relevant products. Later, the value of the value added per tonne
of commodity was determined, taking into account the relevant figures of the
National Accounts System on wholesale and retail trade.
The results of the calculation of value chain values are reflected in the diagram below30.

3.4. Calculation of value chain values
Indicators of 1 ton of product in the grain value chain stages in the Republic
of Azerbaijan in 2016 have changed as follows (Figure 3-6):
[Figure 3-6] Indicators of 1 ton of product on grain value chain occurrences

30
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During the analyzed period, the price of 1 ton of grain in the value chain accumulated and total increase was 4.4 times. The share of added value in the
total value increase was 84.9 percent31.
The absolute amount of value added has also been increased on a regular basis (Figure 3-7).
[Figure 3-7] The quantity of value-added analysis of value chain in the grain production

30

Sources: - Main economic indicators of agricultural enterprises and individual entrepreneurships 2017. Statistical yearbook. Baku. 2017 p. 22, 24, 27-28.
- Azerbaijan's agriculture 2017. Statistical yearbook, Baku. 2017 p. 105
- Azerbaijan's industry 2017. Statistical yearbook. Baku. 2017, pp.106-107
- Trade in Azerbaijan 2017. Statistical yearbook, Baku. 2017, p.34-62, 100-104, 166
- Trade and service 2011. Statistical yearbook. Baku. 2011 p. 75
- National Accounts of Azerbaijan 2017. Statistical yearbook. Baku. 2017, p.35-42
- Agricultural Census 2015 (Aggregate Information) Baku 2016 pp. 209-212.
31 Please see Figure 3-5 and Figure 3-6. (114.2+152.5+216.8+293.8)/(1038-122.5)X100
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[Figure 3-8] The quantity of value-added analysis of value chain in the grain production in an increasing order

It should be noted that there are significant differences between the cost of
the finished products produced by the value chain and the amount of added
value. These indicators are assimilated to bakery products by 1.9 times on macaroni products and 5.1 times higher in corn oil.

80
[Figure 3-9] Indicators of finished products produced in the value chain of cereal
(for 1 ton, in manats)

The above indicators are calculated for 1 ton of product produced on value
chain context. The following table summarizes the total value of the product
and the value added in the relevant interventions.
<Table 3-2> The total product and value added on the value chain of grain production
in 2016*

Total Value,
- mln AZN
- growth on the previous
occasion
Value-Added,
-mln AZN
- growth on the previous
occasion

Grain
Production

Storage and
initial
processing

Final product
manufacturing
and packaging

Sale of the
Final product

723.8

769.2

1,223.0

1,553.2

-

45.4

453.8

330.2

350.0
-

266.6
-83.4

423.6
157.0

439.4
15.8

Sum of the
total value on
occasions

4,269.2

1,479.6

*Calculations are based on The State Statistical Committee of the Republic of Azerbaijan32.

32

Sources: - Main economic indicators of agricultural enterprises and individual en-

81
According to the figures, we can say that the grain value chain plays a certain role for its own general parameters in the country's economy. The total value of the products throughout the chain and the production system of national
accounts and balance of payments in 2016, i.e is 4.9 percent of output and the
share of value added in GDP was 2.4 percent. At the same time, the comparative analysis of the value chain data of the table, as well as the relevant
data on 1 ton of product (Figure 3-10), is of interest in conducting assessments
on the chain development.
[Figure 3-10] Grain value chain in total and 1 ton product indices (times)

-

trepreneurships 2017. Statistical yearbook. Baku. 2017 p. 22, 24, 27-28.
Azerbaijan's agriculture 2017. Statistical yearbook, Baku. 2017 p. 105
Azerbaijan's industry 2017. Statistical yearbook. Baku. 2017, pp.106-107
Trade in Azerbaijan 2017. Statistical yearbook, Baku. 2017, p.34-62, 100-104, 166
Trade and service 2011. Statistical yearbook. Baku. 2011 p. 75
National Accounts of Azerbaijan 2017. Statistical yearbook. Baku. 2017, p.35-42
Agricultural Census 2015 (Aggregate Information). Baku 2016 pp. 209-212.
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The value added of the products on the last occasion of the value chain, was
2.15 times higher than the initial production. This figure was 4.39 times of the
value of 1 ton of products produced on the corresponding occasions. Such a
sharp difference can be attributed primarily to the fact that the grain produced
in agriculture is not fully involved in the value chain and is not attracted to the
end.
The absolute and relative volumes of the country's agricultural crops that are
not part of the next sequence of value chains, can now be considered very high.
According to the data of the grain (cereal) balance presented by the official statistics, 1,533.5 thousand tons of grain was used as direct cattle and bird fodder
in 2016.
This is 51.8 percent compared to the volume of grain produced in the country
at that time. (It is used as a direct fodder.) The mentioned part of the product
is generally out of action on the value chain (According to 2016 data of farming data monitoring system, 8 percent of the wheat produced by farms, 28 percent of barley, 31.7 percent of corn have been used as feed for animals), or
feeding the livestock and birds after first-hand purchases. The fact that most of
the products manufactured are not involved in the value chain reflects the relative proportion of the first and second occasions. While the price of 1 ton of
product was 1.86 times higher than the first one, the total volume of the product
was only 6% higher and the value added was at 24% lower.
It should be noted that the total value of the product during storage and initial
processing has increased due to the "import intervention" of the main raw material (food wheat). According to the balance of cereals, in 2016 1694 thousand
tons of grain, including 384.6 thousand tons hard wheat, 1,206.5 thousand tons
of soft wheat and meslin were imported. The total volume of imported grains
is 57.2 percent compared to domestic production and 71.7 percent compared to
the gross amount used for the production of food products.
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As seen from the data, the value of the product, in the third phase of value
chain - the final product and packaging - is significantly higher than the second
phase.
This has led to the continuation of "import interventions" on the basis of raw
material receipts from the second dimension. The country imports much of the
flour that has been processed in the following terms. In 2016, the ratio of imported flour compared to domestic production of this product was 4.2%33 and
3.1%34 compared to total consumption during the year (Both indicators (4.2%
and 3.1%) reflect the ratio of import of flour and the role of import by this
product in the country). Corn oil in the country is also produced on the basis
of import of semifinished products. In 2016, 19,000 tons of crude oil and its
fractions were imported.
Another point that draws attention to the comparison of value chain indicators
is that the overall volume of the product, as well as the value added in the sale
of the finished product, is significantly lower than the previous two figures, the
finished product production and packaging ratios. The average value for 1 ton
of the product was 1.66 times35, the value added was 1.36 times36, the difference in the total volume of the product was 1.27 times37, while the volume of
the value added was 3.7%. This situation is related to the direct consumption
of a large part of the third-generation product without entering the fourth
occurrence. This mainly compromises the bread products. According to official
statistics, 63% of bread and bakery products produced in the country are related
33

34

35
36
37

4.2% is calculated as following: 𝑖𝑚𝑝𝑜𝑟𝑡 (𝑡𝑜𝑛)/𝑝𝑟𝑜𝑑𝑢𝑐𝑡𝑖𝑜𝑛 (𝑡𝑜𝑛)∗100. This figure is
the comparison of imported flour with domestic production.
3.1% is calculated as following: 𝑖𝑚𝑝𝑜𝑟𝑡 (𝑡𝑜𝑛)/𝑐𝑜𝑚𝑠𝑢𝑚𝑝𝑡𝑖𝑜𝑛 (𝑡𝑜𝑛)∗100. This figure
is the comparison of imported flour with consumption.
Please see Figure 3-6. (1038 divided by 625.4)
Please see Figure 3-6. (293.8 divided by 216.8)
Please see Table 3-2. (1553.2 divided by 1223)
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to commodities.
The goods at the fourth stage of the value chain, formulated due to certain
imports (8.6 thousand tonnes of pasta, 10.6 thousand tonnes of confectionary
products, 3.5 thousand tonnes of corn oil in 2016) of products in the third stage,
which accounted for 1.3 times the volume of the corresponding products on the
fourth occasion.
In general, the production of finished products with relatively higher value
chains - macaroni products, as well as confectionery products (dry and sweet
pechenia, sucary, etc.) - added to the value of the pasta products by 1.9 times
(flour confectionery products are 2.5 times higher). Exports of these products
are also at a low level.
The development of production based on the deep processing38 of raw materials also has a special role in creating higher value.
In this case, it is about the separation of components of grain and the use
of them. The development of the deep processing of grain opens up the possibility of expanding the production and sales of highly technological products
with high demand in the world market, including high value added biotechnology products. The calculations of Ablaev also show that in case of deep
processing, it is possible to create a product of 5 times higher value in comparison with the value of grain supplied39.
In this direction, the deep processing of cornmeal in Azerbaijan has already
begun. Corn Processing Company's Oguz Corn Processing Products Complex
produces sugar substitutes, including glucose, maltose, fructose, dry starch, industrial products based on corn raw materials. However, deep processing of the
main type of wheat is almost impossible.
38

39

Deep processing of grains technology involves the extraction of all of the valuable
components of the grain, and can be used in different industries
Ablaev A. Goldmine. http://www.agroinvestor.ru/analytics/article/15042-zolotaya-zhila/
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Given the above, we can say that the value chain of grain is not sufficiently
developed. The limitations in this area can be summarized as follows:
First, the level of access to grain value chains in agriculture is low. This, in
turn, leads to the fact that the value chain is 1.18 times the value added by the
buffer, and the total value is 1.15 times less.
Secondly, the dependence of the value chain on imports remains strong.
Negligible balance in net exports leads to the reduction of the value added generated during the value chain by 1.17 times and the total value of 1.11 times.
Third, the full development of the value chain is not ensured. The possibilities of setting value created in ready-made production and sales spheres are not
realized until recently.
Fourthly, the production of competitive products with relatively high added
value in domestic and foreign markets is low.
As a result, the value chain of grain production is not fully realized.
According to calculations, it is possible to increase the added value by 1.4-1.5
times, the total cost 1.3-1.4 times40.

3.5. Potential development of the value chain in grain production
3.5.1. Increasing productivity and product quality in grain production
The weakest point in the value chain of Azerbaijan's grain production is the
production of the original product. The decline in the volume of grain production is the main reason for the relatively low level of overall potential of
the value chain. In this regard, the development of the value chain is primarily
40

Own calculation based on Figure 3-4.
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due to the increase in the volume of grain production. At the same time, the
problem is that the grains produced must be of sufficient quality to connect the
initial product to the full value chain. (As already mentioned, low-quality indicators do not allow the action of grain gear chains to be produced, but most
of the product is used as animal and bird feeds without processing.) There is
a need for the organization of the production of high value-added final products,
which will be able to pay domestic demand for local raw materials, as well as
to formulate the necessary export potential in the relevant direction, to increase
the production of solid wheat and to produce the varieties of raw materials used
to obtain corn products. Efficient management of product quality in the agribusiness system should be ensured41.
The solution of these issues is primarily related to the increase of the role
of intensive factors in grain production. In the past period, the use of extensive
growth factors has been gained in the development of grain production.
However, the increasing limitations for real growth opportunities should be
considered. It is important to use high-yielding varieties in the grain industry
and to apply cutting-edge technologies.42
First of all, it is connected with expansion of planting areas. In recent years,
sprinkled areas have accounted for about two-thirds of all planted areas and, in
fact, have been found to be potentially effective in terms of improving diverse
agricultural production in the country. In this regard, the issue of raising productivity in grain growing is on the forefront. Grain productivity is not high

41

42

Salimova A. Ways to increase production efficiency in Agrobusiness systems.
Scientific Works of the Institute of Scientific Research of Agriculture Economics
2017, p. 158
Salakhov S. The place and role of agriculture in the economy. Materials of the
International Scientific and Practical Conference on "Actual problems of the agrarian
economy" Baku, 2012 p. 27
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enough yet. In 2016, 30.5 centers of crops were harvested from each hectare.
It is equal to ¾ of the average world indicator. Necessary durability is not ensured in raising productivity of the grain.
Ensuring the increase in the volume of grain production at the required rates
on the basis of increased productivity is primarily due to the improvement of
quantitative and qualitative indicators of the input materials entering the value
chain. So far, not all grain producers use high-grade seeds. Seed reliability is
high in export dependency. At present, only 40-50% of the demand for grain
seeds in the country is paid by domestic producers. 30-35% of these are certified seeds and 10-15% are ordinary seeds without any certificates43.
Giving fertilizers to grain plants is not appropriate for the required standards,
and some of the seedlings are generally not provided with mineral fertilizers.
In general, the average amount of fertilizer for every hectare plant in Azerbaijan
has been 17.4% compared to the world average for 2013-201544. According to
the Ministry of Agriculture, even though the demand for mineral fertilizers in
2015 is 948,900 tons, only 152,800 tons of mineral fertilizers were imported to
the country. Apparently, import of mineral fertilizers to the country in 2015 was
only 16.1 percent of the demand. The same situation is applied to the cultivation of grain crops with herbicides.
Also, lack of the timely and qualified implementation of agro technical measures related to shortage of equipment negatively affects the productivity in grain
production. Technical provision factor also increases the loss of revenue as a
result of not optimal harvesting.
At the same time, attention should be given to the deepening of the specialty
in the grain industry throughout the country. Based on relevant world practice,
43

44

Strategic Road Map on Production and Processing of Agricultural Products in the
Republic of Azerbaijan p. 93
WB. WDI 2016 Tab. 3.2 calculated based on this data.
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it should be taken into account that grain growing successfully develops when
advantages in organizational-economic and innovation field are coordinated with
exactly high biological potential45.
Implementation of complex measures to effectively utilize water resources,
taking into account the impacts of global climate change, will increase the value
chains of grain production in line with the development needs and improve the
meliorative condition of the cultivated lands as well as improve irrigation water
supply.

3.5.2. Increasing the initial processing capacity
The development of the value chain is related to the grain storage and processing infrastructure expansion. Recently, the construction of new grain storage
facilities has been one of the priorities of this field development. Modern storage facilities with a capacity of more than 280,000 tons have been engaged in
the country with financial assistance of the state. However, there is a need to
continue building the warehouses that allow the product, which is stocking up,
to be maintained at the required level, taking into account the future growth of
production. At the same time, full modernization of the molding forces should
be ensured.

3.5.3. Expansion of mixed feed production
This direction is a major factor in increasing the value volume added by joining the value chain with a large portion of the grains produced, as well as al-

45

Altukhov A. Territorial-sectoral division of labor in agro-industrial production. AIC:
Economics, Management No. 7 2015, pp. 9-10
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lows to save the currency spent on imports of products used as feedstock in animal husbandry (in 2016 it spent $4.2 million for that purpose).
In this regard, there is a need to substantially increase the mixed feed production capacity within the grain value chain. At the same time, it should be
taken into account that the organization of mixed fodder production with the required amount of quality and relevant quality indicators is related to the solution of the problem of supply chain components. Recent years' experience has
proved that this factor can become a major obstacle to ensuring the sustainability of feed production. From this point of view, the formation of new forces
for the preparation of mixed feeds should be accompanied by the elimination
of strong dependence on foreign markets in the acquisition of various feed
components.

3.5.4. Organization of production of competitive products
At present, final products in the value chain can continue to compete in the
domestic market. At the same time, some types of macaroni products, as well
as some of the confectionery products, fall away from their foreign analogues.
This solution on one hand enables the domestic producers to compete in market,
on the other hand expand the size of exports. As a result, it may be possible
to significantly increase the total and added value generated on final products
and packaging, as well as the realization of final products.
In the said direction, as one of the perspective directions of the value chain
development, it can be the expansion of the gross grain processing. The organization of the production of wheat gluten (gluten meal), flour starch and expansion of corn syrup production for the nearest period can be solved in this
field. It should be noted that the deep processing of wheat production can be
made at the expense of the existing grain processing enterprises and at very
small investments.
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3.5.5. Improving the production and sales infrastructure of finished goods
Progress in this direction will lead to the expansion of the production of import-substituting products within the value chain, as well as the increase in the
commodity level of finished products. Developing a flexible and economical infrastructure in modern conditions can provide passing a large part of the bread
production in the regions, from the household sphere to the processing business,
to expanding the value chain and enhancing the efficiency. At the same time,
like other agricultural products, it is necessary to strengthen the institutions engaged in the wholesale trade of grain. It will give an opportunity for reduction
of product losses along with the rise of affordable price levels46.

3.6. Conclusion
Grain production is the leading field of agriculture in Azerbaijan. The value
chain development of this product, first of all, plays an important role in
strengthening national food security.
At this stage, the value chain of the grain has not been developed at the required level. The dependence of the value chain from imports remains strong,
because significant part of the grain produced in the country is not included in
the value chain, and at the same time, the volume of domestic production is
not sufficiently high. Full development of value increase along the chain, production of high value added products is not provided in large scales and
varieties. As viewed above, the potential capacity of the grain value chain is

46

Huseyn Ramil. Production of competitive products in agrarian sector: challenges of
globalization and development opportunities. Baku, 2018. p. 245
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not fully realized.
The main factor for the development of the value chain is the stable and sustainable increase in grain production. At the same time, it should be kept in
mind that this issue is structurally significant. The problem is, in fact, not just
the production of grain, but grain sorts within the necessary quality indicators,
as well as the growth of the production of food wheat as a main issue, first
of all. In the grain industry, regulation, stimulation and support measures should
be targeted in this direction.
It should be noted that the solution of the problem of grain production is in
compliance with the requirements of appropriate development of value chains,
along with the reliability of food provision:

liberation of large volumes of currency resources spent on import of agricultural products;

The Grain Fund will significantly reduce the costs associated with the
creation and management of resources.
Development of the grain value chain is closely linked to the improvement
of infrastructure, with the aim of eliminating existing disproportional disputes
on all occasions. In addition, the organization and consistent expansion of competitive production of finished products in the implementation of potential of the
value chain will remain one of the top priorities.

4. POLICY RECOMMENDATIONS

A major challenge for Azerbaijan today is to diversify its economy away
from oil and to spread the benefits of economic growth to rural areas.
Agriculture can help the country to reach these goals because it is the largest
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economic sector in Azerbaijan after oil, and is the largest employer in the country, providing 36 percent of employment in 2017. It has also contributed more
than any other sector to poverty reduction in rural areas.
Despite very positive results of last years, some of the most pressing constraints include: small and scattered land plots and a fragmented farm system;
limited use and access to fertilizers and irrigation technology; and limited access
for small farmers to existing financing and leasing programs for agricultural inputs, including machinery. Complementary but serious issues are also the lack of
business management know-how and experience, which go together with the lack
of modern marketing skills and relatively weak links to the international markets.
According to the results all of the products have common problems. These
problems and the ways of solution can be summarised under definite groups as
the following:

4.1. Problems in production and postharvest phase
- Production increases in crop cultivation are mainly achieved by utilized
land expansion, rather than per unit increase of productivity.
- Lack of qualified seed: certified quality seeds are barely used.
- Minimal storage capacities of small and mid-sized farms affecting their
margins generated through sales (done largely at harvest time), and consequent product losses.
- Lack of control in post harvest phase. Post-harvest losses are common to
many sectors where placing on the market remains non-standardized.
- Good practices for market relations between food chain actors are neither
developed nor applied or advocated by any entity and are thus yet to
come.
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- Lack of provision of innovative and small-sized technology, machinery
and equipment.
- Improve irrigation water supply for target products according to the needs
of production;
- expand use of modern irrigation systems and initiate adoption of advanced
irrigation systems by support of Agroleasing;
- improve and expand amelioration measures for target products.

4.2. Problems in value chain and marketing phase
- Insurance coverage for crops and harvests (together with short-term loans)
is not widely spread and common.
- Quality, origin, mark or geographical designation and labeling practices
are not widespread for product descriptions, which makes the entire sector's identity difficult to define and characterize for potential investors
(both local and external).
- Undeveloped agro-services market. Possible to improve through making
better opportunities for establishment of the private sector in this market.
- Expansion and promotion of export potential and pursuing diversification
of export markets for tomato and cotton.
- Development of niche markets through quality products that can be achieved with investments in production and value-addition initiatives related
to pre-production and post-production phases to capture added value by
increasing sales to high growth domestic markets and increasing online
retail sales.
- Establish and promote product based festivals (like tomato festival in
Khachmaz district) in main producing regions or districts;
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- support enhancement of early tomato production in greenhouses, promoting and expanding the establishment of new greenhouses based on private
investments;
- stimulate expansion of the network of small and medium sized processing
enterprises through the involving target crop associations in regions
through different farm organisations, different farming schedules and other stimulating measures and mechanisms.

4.3. Problems in environment protection, resource effectiveness
- Crop rotation is not exercised under small-scale farming conditions.
- Promote efficient use of production resources (land, water, labour and other fixed and variable inputs);
- stimulate land consolidation and land market for more efficiency of production plots;
- improve provision of plant protection means;
- create effective system for monitoring and control of plant health in districts;
- modernise laboratories for phytosanitary services;
- provide farmers with clear and more detail description on application of
pesticides that can be implemented by translation of label into local language;
- for ensuring better result preparation and application of pesticide should
be implemented and applied with high qualified experts and service providers;
- more specific spraying or pesticides applying machines should be provided
by Agro-leasing.
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4.4. Recommendations to improve the institutional framework
- Negotiate trade agreements with WTO and other international partners in
target markets, including quotas and tariffs for imported target-products;
- improve support services offered by sector organisations and private consultants;
- update undergraduate and vocational course curricula of agro-based careers, so as to include / expand management discipline contents and promote training;
- increase institutional capacity for efficient policy making, programme
management and planning of targeted public investment and funding;
- improve the domestic market mechanism to favour domestic markets stimulating producers to make available and market premium products to distributors around the country, through: (i) improving procurement and supply chains; (ii) expanding the network of agricultural fairs; (iii) expanding the network of logistics and storage, with market infrastructure facilities rendering wholesale and logistics services on pomegranate, persimmon, tomato and grape in the three regions, establishing wholesale markets in regions, supporting the development of cargo transportation services (especially for export) for pomegranate, persimmon, tomato and
grape in the chosen districts, and supporting the establishment of small
and medium sized cold-storages for tomato in the districts; (iv) improving
"AqrarBazar" website which is developed by MoA and make it more accessible and useful for farmers, for instance the daily updated prices
might be sent to registered farmers on the website;
- establishment of an efficient market system for better integration between
distributors and producers: promote horizontal and vertical partnerships
and develop and promote contract production, deepening relationships
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with producers and distributors on equality principles; this policy will
mainly focus on balancing the unequal gap that exists between farm-gate
prices and market-prices, and promoting contract farming or other chain
coordination arrangements that facilitate enforcement of regulations on
minimum standards, use of labour and environment:
a. under the single policy better coordination between the policy
makers and producers will be established;
b. under this promotion policy better connection between producers
and processing sector will be established.
- Establish public-private partnership programmes for infrastructure investments, management and maintenance services and afforestation, promoting government investments in essential infrastructure, including storing
and cooling capacities and processing plants, reducing any barriers to investments in infrastructure and promoting modernisation of old machinery;
- promote the establishment of sector chambers (where general problems can
be discussed and self-regulating mechanisms can be promoted) and cooperative (group action) schemes for processing, buying inputs, collective
use of farm equipment and storage facilities, bargaining processes, etc.;
- promote Good Agricultural Practices and regulations regarding environment and labour and give priority support to establishment of agribusiness enterprises whose activity is based on advanced methods of
farming and developing expertise in this area gradually;
- establish a national traceability system;
- increase credit availability and improve the access to finance of agricultural producers to expand production and processing capacity;
- establish mechanisms for crop insurance (mutual or private system) and
develop the law on agrarian insurance;
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- promote public research & development programmes through increasing
financial support to Regional Scientific and Information Advisory Centres
and establish/promote research centres considering the possibilities for
public-private partnerships and create incentives for private research &
development;
- provide tax exemption for high tech laboratory equipment (imported),
grants, partnership promotion with universities and public research institutions, regulation on intellectual and patent rights;
- promote training for staff of regional agrarian scientific and advisory information centres through different international organisations as part of
training of trainers’ policies.
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Executive Summary

The difference between the total value and the total cost performing all of
the firm's activities provides the profit. The value chain of a commodity from
growers to consumers is a common concern irrespective of countries for many
practical reasons. Different actors are there in a value chain of a product. In
developing countries, it is commonly said that values of a product in different
tiers of its chain are not rationally distributed. Poor farmers in developing countries are commonly deprived of getting desired prices of their products. In other
way profit of a product implies that organizations or producers realize the margin which depends on their ability to manage the linkages between all activities
in the value chain. In other words, the organization or the producer is able to
deliver a product for which the customer is willing to pay more than the sum
of the costs of all activities in the value chain. Almost three quarters of land
areas in Bangladesh are being used for rice production. Farmers started producing vegetable, poultry, fish and fruit for getting higher prices. Vegetables, poultry, fish and fruits productions are also getting higher priority in different poverty reduction programmes of government and non government organizations.
The target markets of most of vegetables, fruits, fish, poultry, milk etc. are directed to domestic market. The Korea Rural Economic Institute (KREI) requested BARD to carry out a research on value chain analysis of poultry and
pineapple. Two researchers from KREI visited BARD during 29-30 May 2018
and expressed that value chains of poultry and pineapple might be selected for
the study.
Broiler is commonly used for meat and layer is used for egg production.
Traditionally chickens are sold alive in Bangladesh because of lacking trust on
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slaughtering methods, fear of disease or dead birds slaughtered, lack of processing and preserving technology and skilled man power. Broiler and layer farms
are there in all over the country. But they have grown remarkably in Sreepur
Upazila (sud district) under Gazipur district in the last twenty years. A number
of international, national and local hatchery and feed industries have been established in this Upazila. The marketing system of egg is traditional. As a result
producers are not always getting remunerative price. Input price of broiler and
layer fluctuates. Lack of capital of farmers, poor managerial capability of farmers, poor marketing infrastructures etc. are the crucial barriers of poultry development in Bangladesh. Again another commodity of the study is pineapples
which grow almost all over Bangladesh especially in hilly and high land area.
But pineapple is widely cultivated in the districts of Tangail, Mymensingh,
Gazipur, Sylhet, Moulvibazar, Chittagong, Bnandarban, Khagrachari and
Rangamati. Pineapple is extensively cultivated in all over Madhupur Upazila of
Tangail District. June, July and August are the peak time of pineapple harvesting in Bangladesh. Only a few pineapples are harvested during September and
October. Two varieties are mainly cultivated in Bangladesh and these are Honey
Queen and Red Spanish (Joldugi). Flowering starts from March to May and
fruiting from June to September. Both Honey Queen and Red Spanish (Joldugi)
pineapples are largely produced in Modhupur Upazila. Honey Queen Pineapple
of Modhupur is well known all over the country for its extraordinary taste. Red
Spanish Pineapple (Joldugi) is smaller in size and also popular for its sweetness
and easy affordability. Coverage of production of Joldugi Pineapple is increasing in the Upazila.
The general objective of the research was to understand the present scenario
of value chains of poultry and pineapple in selected areas of Bangladesh. The
specific objectives of the study were to a. identify the socio-economic back-
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ground of producers and dealers in the study area; b. find out the constraints
and the consequent challenges of existing value chains of poultry and pineapple;
c. assess the opportunities in value chains to reduce the level of poverty if any;
and d. derive a few recommendations on the basis of study findings. The study
was conducted in two Upazilas i.e., Sreepur Upazila under Gazipur district for
poultry and Madhupur Upazila under Tangail district for pineapple. Data were
collected both from primary and secondary sources. A combination of both survey and qualitative method of data collection like Focus Group Discussion
(FGD), Case Study and Key Informant Techniques were used for the study.
Necessary information was also collected from different secondary sources like
documents of Bangladesh Bureau of Statistics (BBS), Banglapedia, reports of
the Department of Agriculture Extension (DAE), internet and other related published reports. Sreepur Upazila under Gazipur district and Madhupur Upazila
under Tangail district were selected purposively for the study considering the
issues of the research. Twenty poultry farmers i.e., each for broiler and layer;
and forty pineapple farmers were selected purposively for the survey of the
study. Three FGDs, three case studies and interview of three key informants
(wholesalers) were also carried out for broiler, layer and pineapple farmers of
the study.
It revealed that about 37 percent respondents had poultry farms as their main
occupation and about 62 percent respondents have poultry farms as secondary
occupation. Agriculture is the main occupation of 30 percent poultry farm owners and 25 percent as their secondary occupation. Again, in case of pineapple,
over half of the pineapple producers (57%) mentioned agriculture as their main
occupation. More than 40% of the respondents had agriculture as the secondary
occupation. Moreover, one fifth (20%) of the total respondents have the occupation of business as principle occupation. In Sreepur Upazila, poultry production
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both in terms of meat and egg got huge acceptance among the villagers.
Multinational, national and local companies established hatchery and feed industries and developed linkages with farmers through their dealers for selling
poultry feed, Day Old Chicks (DOCs), vitamin and medicine productions in the
last two decades. Members of FGD informed that poor and landless villagers
could not take part in the production process of broiler for not having assets
or capital in the past. But credit systems of different companies have created
scopes for them in involving the poor and landless to adopt broiler farming.
Experiences show that even after that many farmers default in repaying the
credit to the dealers in many cases. Again, as all inputs are provided by the
company, farmers have to pay prices of different inputs of poultry production
fixed by the companies. Estimate of profits considering percentage of benefits
with respect to production cost of broiler and numbers of broilers sold in a day
provided the total benefits of different actors in the value chain. In that case
a broiler farmer with 1000 broilers realizes the highest benefit (BDT 17,009 or
US$207.4). Local purchaser realizes the second highest benefits (BDT 15,293
or US$186.5) whereas retailer gets the third highest benefit of the chain (BDT
7,356 or US$89.71). Retailers on an average can sell 150 broilers in a day. The
wholesaler’s benefit in the chain is BDT 3,400 (US$41.46). But a wholesaler
can sell on an average 5,500 broilers in a day. In that case a wholesaler can
earn BDT 2 per kg x 5,500 x 1.7 kg = BDT 18,700 (US$228) in a day.
Layer farmers expressed that if market price of egg is better with a layer
farm having 1,000 birds profit even up to BDT 100,000 (US$1,220) can be realized within almost two years. Farmers of the FGD in this regard opined that
commercial broiler and egg production has made a paradigm shift in the last
twenty years to meet up the demand of protein in the country. They informed
that easy availability of DOC, feed and medicine are advantages for poultry
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farming in that Upazila. Layer farmers experienced a number of problems in
poultry production which included lack of capital, unstable market price, higher
prices of feed, DOC, vitamins and medicine. Again if they buy in credit the
price of DOC is higher by BDT 2 for each than if they buy in cash. In case
of purchasing 50 kg feed bag by credit they have to pay BDT 150 more than
if they buy in cash. They informed that irregular supply of electricity from
mainline is also a big problem for poultry production. All big hatchery farms
start broiler and egg productions. Costs incurred by farmers both for broiler and
egg production are much higher than costs of productions incurred by big companies (as companies produce inputs by themselves and also sell those to the
farmers with higher profit margin). In addition, outbreak of diseases like bird
flu, ranikhet etc. destroys poultry farms overnight. It is evident from the values
of eggs in chains on 10 July 2018 that the highest percent of benefit (with respect to cost in 2017) in the value chain of egg was realized by farmers (49%)
which was followed by petty shop keeper (10.15%), wholesaler (5.20%), retailer
(3.38%) and agent or dealer media (1.58%). But the highest quantity of egg in
terms of number was dealt by wholesaler which was followed by retailer, farmer and petty shop keeper. In terms of percentage and number in a day transaction a layer farmer gets profit BDT 441 (US$5.38) for his 900 eggs at the
rate of 49 percent profit. In case of dealer in local area profit earning is BDT
840 (US$10.24) at rate of BDT 0.07 per egg and for 12,000 eggs in a day. A
whole sale shop keeper handles around 160,000 eggs in a day. So, he earns in
a day BDT 36,800 (US$449) at the rate of earnings BDT230 (US$2.8) per
1,000 eggs. A retailer gets BDT 6,000 (US$73.2) for selling 40,000 eggs at the
rate of profit BDT150 (US$1.83) per 1000 eggs. A small shopkeeper earns
BDT 900 (US$10.98) for selling 200 eggs at the rate of BDT450 (US$5.49) per
1000 eggs (on the basis of egg market on 10 July 2018).
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Banana, arum, zinger, papaya, chilli and turmeric are commonly produced as
subsidiary agriculture produces along with pineapples. All these subsidiary
crops have one year duration except banana which has two years duration.
Suitability of soil for pineapple production, low input costs of production and
comparatively higher profit of pineapple cultivation motivated villagers of
Madhupur Upazila to adopt this fruit production in larger extent. Farmers distinctly opined that mixed cultivation of banana, arum, zinger, turmeric, papaya
etc. with pineapples helped them get higher benefits. They did not get any assistance from any department or organization. They opined that benefits of pineapples cultivation vary from BDT 70,000 (US$ 854) to 100,000 (US$1,220) per
acre. Syndicates of local purchaser (Bepari) and broker sometimes deprive farmers of getting fair prices of their produces. In addition, more supply of pineapples to the markets reduces its demand as well as selling prices. It is evident
from the analysis of the value chain of 100 Honey Queen pineapples that farmers realized the 2nd highest benefit in terms of percentage with respect to its
cost of production which is BDT (1,600-1,130)x100/1,130 = 41.6 percent.
Wholesaler realized BDT 210x100/1,130 = 18.6 percent selling around 50,000
pineapples

in

a

day.

The

purchaser

at

local

market

got

BDT

(500-210)x100/1,130 = 25.67 percent buying 5,000-6,000 pineapples and the
benefit of the retailer who sold 400-500 pineapples in a day was BDT
(2,500-2,100)x100/1,130 = 35.39 percent. The vendor benefit was BDT
(3,000-2,500) x100/1,130 = 44.25 percent. So, higher profit in terms of percentage was realized by vendor (44.25 percent) who sells pineapples from 60 to 70
in a day which was followed by farmer (41.6 percent) who commonly sells
pineapples to the local market (100 to 500) in a day. Local purchaser got 25.66
percent of benefit selling from 5,000 to 6,000 pineapples in a day. Retailer got
35.39 percent of benefit selling 400-500 pineapples in a day. So, percentage of
profit in the value chain and number of fruits handled determine the volume of
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total benefits by different actors.
The researchers derived a number of recommendations from study findings.
A few of those were: a) prices of DOC, poultry feed and medicine should be
controlled by regulations; b) credit facilities for the farmers with low interest
should be ensured through credit giving organizations both at the government
and private sectors; c) veterinary services should be ensured for the farmers
through both government and non government set up; d) the pineapple processing industry should be established at the local level for more value additions
to the fruits in the chain; e) adopt special measures in exporting both processed
and fresh pineapples abroad; f) government should create the environment for
providing necessary credit facilities to the pineapple farmers for lease of land,
purchase of inputs like seedling fertilizers etc., and also meeting up the costs
of labour, transportation and marketing; g) farmers should be trained up and
motivated to use chemicals and hormones which are not harmful to human
health and at the same time encouraged to use organic manures for producing
pineapples; and h) cold storage should be established at the local level to preserve pineapples when the local price is low.
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1. Introduction

1.1. Value Chain and Poultry and Pineapple in Bangladesh
Bangladesh is known as an agrarian country where agriculture has been playing a vital role in the economic development. After the glorious independence
through the liberation war in 1971, agriculture was considered to be the backbone of the economy. At that time this sector contributed to almost half of its
gross domestic product (GDP). Over the years the contribution of the agriculture sector to GDP in terms of percentage declined due to the structural
change of the economy and higher growth in service and industrial sectors. The
contribution of the agricultural sector to GDP of the country was 16.77 percent
in 2016. The contribution of agriculture in GDP is decreasing in terms of percentage but still major portion of population’s (about 72 percent of rural population) livelihoods are directly linked with agriculture.
The demand for food in Bangladesh and around the world is changing
rapidly. Demand of food is shifting away from traditional staple food toward
high-value food commodities with economic growth, rising incomes, and
urbanization. High value agricultural commodities include fruits, poultry, vegetables, spices, fish, and livestock products. In Bangladesh, additional demand
for these commodities is projected to be worth about $8 billion by 2020 (in
2,005 prices). This represents an enormous opportunity for food producers, processors and sellers. Owing to the greater labour intensity characteristic of high
value agricultural production, it also provides an opportunity to generate rural
employment and raise rural incomes.
In Bangladesh, agriculture production is largely dependent on rice. Almost
three quarters of land area in Bangladesh are being used for rice production.
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Farmers started producing vegetables, poultry, fish and fruits for getting higher
prices. Vegetables, poultry, fish and fruits productions are also getting higher
priority in different government and non government poverty reduction programmes of the country. At present there are many types of farm produces and
most of those require minimum sorting or processing prior to consumption or
delivery to the market. However, the degree of processing varies across commodity groups and by the target markets. The target markets of most of these
vegetables, fruits, fish, poultry, milk etc. are directed to domestic market. From
the beginning of 1980 the prospects of developing export markets emerged.
Domestically, the urban markets meet up the demand of majority consumers.
Rural producers are involved largely in agriculture, fishing, poultry, livestock,
forestry, and small-scale production. The role of market-led income generating
activities in combating poverty has attracted significant interest both for government & nongovernment and international development organizations and poor
communities themselves. Theoretically, it is claimed that market engagement
has the potential to broaden income opportunities and to improve livelihoods.
The agriculture marketing policy of Bangladesh is not yet related to subsistence farming activities, and it is needed to have a coherent policy within the
policy framework of economic linearization and privatization. In recent past, the
private sectors have started flourishing with increasing roles in the marketing
of agriculture inputs like fertilizer, minor irrigation, equipments, insecticides,
seeds, credit etc.
The Korea Rural Economic Institute (KREI) requested BARD to carry out a
research on value chain analysis of selected high value agricultural produces in
Bangladesh. Two researchers from KREI visited BARD during 29-30 May 2018
and expressed that value chains of poultry and pineapple might be selected for
the study. Accordingly these two agricultural produces i.e., poultry and pineapple were selected for the study. KREI is sponsoring three researches on value
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chains of agricultural produces in three different countries of three continents.
Findings of these studies might help KREI formulate development programmes
in this vital sector of livelihoods improvement of poor rural people of developing countries.

1.1.1. Value and Value Chain
A value chain is a set of activities that a firm or a producer performs in order to deliver a valuable product or service for the market. The idea of the
value chain is based on the process of organizations or producers as systems,
inputs, transformation processes and outputs.
The value-chain concept has been extended beyond individual firms or farms.
It can apply to whole supply chains and distribution networks. The delivery of
mix of products and services to the end customer mobilizes different economic
factors, each managing its own value chain. Value is the total amount (i.e. total
revenue) that buyers are willing to pay for a product. The difference between
the total value and the total cost performing all of the firm's activities provides
the margin.
Margin implies that organizations or producers realize a profit margin that depends on their ability to manage the linkages between all activities in the value
chain. In other words, the organization or the producer is able to deliver a product / service for which the customer is willing to pay more than the sum of
the costs of all activities in the value chain.
Review of value chain methods and case studies show that the poverty reduction potential of value chain development is often based on the assumption that
poor households: 1) have sufficient resources to effectively participate in value
chain development; 2) do not face substantial trade-offs when using these resources; and 3) are able to assume higher risks when reinvesting capital and
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labour. In reality, however, many poor households pursue diversified livelihood
strategies by combining subsistence and market-oriented agriculture with
off-farm labour and other non-agricultural income-generating activities.

1.1.2. Poultry Development in Bangladesh
Bangladesh weather is very friendly for poultry farming. Various kinds of
poultry birds are domesticated in Bangladesh. Poultry is commercially produced
both for meat1 and egg2 production. Broiler is used for meat production and
layer is used for egg production. Traditionally chickens are sold alive because
of lacking trust on slaughtering methods, fear of disease or dead birds slaughtered, lack of processing and preserving technology and skilled man power. Egg
grading and packing has not yet been developed. The marketing system of it
is traditional. As a result producers are not always getting remunerative price.
Therefore modern poultry processing plant, preserving technology and proper
marketing channels are suggested to establish. An estimate shows that about
BDT 300 billion (BDT82=1 US$) was invested in the poultry industry in 2017.
There are about 150,000 poultry farms in all over the country. An International
Poultry Show and Seminar organized by Poultry Science Association of
Bangladesh and held during 2-4 March 2017 at Bashundhara Convention
Centre, Dhaka, Bangladesh informed that poultry farms annually produce 570
1

2

A broiler is any chicken that is bred and raised for meat production. Many broilers
have white feathers and yellowish skin. Most commercial broilers reach slaughter-weight almost five weeks of age, although slower growing breeds reach slaughter-weight at approximately 14 weeks of age. The weights of meat broilers vary from
1.5 to 1.8 kg after five weeks.
Layers are used for egg production. A hen lays an egg in a day. Generally layers in
a farm start laying after almost six months and continue laying up to 22 even 24
months.
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million tons of meat and 7.34 billion eggs. Poultry feed is made mostly from
imported soybean and soy meal. Per capita consumption of meat and egg remains

below

the

level

recommended

by

the Food

and

Agriculture

Organization. Avian Influenza has been damaging poultry and associated feed
industry in Bangladesh. The outbreak of flu in 2007 closed two-thirds of all
farms in Bangladesh.

1.1.3. Pineapple Production in Bangladesh
Pineapple (in Bangla - anarash) is edible, juicy, multiple tropical sorosis fruit.
Pineapples develop from a spike or head of flowers and are surmounted by a
crown of leaves. A native of Brazil, the fruit is widely taken for fresh consumption as well as their flesh and juice for canning. It was probably introduced in India in 1548. Hawaii is the leading producer of pineapple. The
plant is a short-lived perennial with rosette leaves on a very short axis. There
are 100-200 individual fruits arranged spirally around the thick central axis and
the whole part of flowers form a succulent, broad almost cylindrical multiple
fruit, weighing about 0.5 to 5 kg. The fruit matures within 5-6 months after
flowering. Mature fruit contains 14% of sugar; a protein digesting enzyme, bromelain, and good amount of citric acid, melic acid, and vitamin A and B. It
is grown almost all over Bangladesh especially in hilly and high land area. It
is widely cultivated in the districts of Tangail, Mymensingh, Gazipur, Sylhet,
Moulvibazar, Chittagong, Bnandarban, Khagrachari and Rangamati. Pineapple is
extensively cultivated in all over Madhupur Upazila of Tangail District.
June, July and August are the peak time of pineapple harvesting in
Bangladesh. Only a few pineapples are harvested during September and
October. Generally, the ripen pineapple is consumed by the people of
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Bangladesh. Green pineapple is also used for making pickles. After extraction
of its juice, the left over is used as livestock feed and also the tender leaves
are used for the same purpose. Various food items like squash, syrup, jelly, etc.
are produced from pineapple. Vinegar, alcohol, citric acid, calcium citrate etc.
are also produced from pineapple. Pineapple is also recommended as medical
diet.
In Bangladesh pineapple was introduced through Assam and Manipur of India
and was first cultivated in Sylhet in the beginning of the 20th century. About
45,685 hectares of land are now under pineapple cultivation with a total production of about 234,865 metric tons. Two varieties are mainly cultivated in
Bangladesh and these are Honey Queen and Red Spanish (Joldugi). Flowering
starts from March to May and fruiting from June to September. Both Honey
Queen and Red Spanish (Joldugi) pineapples are largely produced in Modhupur
Upazila. Honey Queen pineapple of Modhupur is well known all over the country for its extraordinary taste. Red Spanish Pineapple (Joldugi) is smaller in size
and also popular for its sweetness and easy affordability. Coverage of production of Joldugi Pineapple is increasing in the Upazila.

1.2. Research Objectives
The general objective of the research was to understand the present scenario
of value chains of poultry and pineapple in selected areas of Bangladesh. The
specific objectives of the study were to:
a. identify the socio-economic background of producers and dealers in the
study area;
b. find out the constraints and the consequent challenges of existing value
chains of poultry and pineapple;
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c. assess the opportunities in value chains to reduce the level of poverty if
any; and
d. derive a few recommendations on the basis of study findings.

1.3. Scope of the Study
Value chain analysis of poultry and pineapple was considered for the study.
The study focused on value chains of these two agricultural commodities. Again
poultry was divided in to two types as broiler which is used for meat production and layer which is used for egg production. The study was intended to
identify roles of different actors in its value chains and government supports if
any for price interventions. The study also analyzed the marketing scenario,
identifying opportunities and developing a proposed model for ensuring fair prices at both the ends i.e., the producer and the consumer. Two Upazilas (sub
districts) were selected purposively on the basis of production of poultry and
pineapple. These were Sreepur Upazila under Gazipur district for poultry production; and Madhupur Upazila under Tangail district for pineapple production.
Indicators and variables of the study objectives were as follows:

Study Objectives

Indicators

Measurement
techniques

Variables to the relevant
Indicators

a. identify the
socio-economic
background of producers
and dealers in the study
area;

Respondents’ social and
economic condition; physical,
institutional and administrative
infrastructures (if any)

Wealth and social
ranking comparison

Age, sex, position in
society or institution,
occupation, income etc.

b. find out the constraints
and the consequent
challenges of existing
value chains of poultry and
pineapple;

Existing marketing channel,
average benefit and cost of
producers, profit margin of
different actors etc.

Interview, Focus
Group Discussion
(FGD), Case Study
and Key Informants

Price at farm gate, at the
end to consumer, existing
marketing chains
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Study Objectives

Indicators

Measurement
techniques

Variables to the relevant
Indicators

c. assess the opportunities
in value chains to reduce
the level of poverty if any;
and

Domestic market demand,
demand from outside, value
addition, processing etc.

FGD and key
informant’s data.

Value addition in the chain,
benefit distribution in the
chain particularly irrational
distribution of profit if any

d. derive a few
recommendations on the
basis of study findings.

Study findings

-

-

1.4. Study Methods
The study was conducted in two Upazilas i.e., Sreepur Upazila under Gazipur
district and Madhupur Upazila under Tangail district. Data were collected both
from primary and secondary sources. A combination of both survey and qualitative method of data collection like Focus Group Discussion (FGD), Case
Study and Key Informants Techniques were used for the study. Necessary information was also collected from different secondary sources like documents
of Bangladesh Bureau of Statistics (BBS), Banglapedia, reports of the
Department of Agriculture Extension (DAE), internet and other related published reports.

1.4.1. Selection of Study Area
Sreepur Upazila under Gazipur district and Madhupur Upazila under Tangail
district were selected purposively for the study considering the issues of the
research.
Sreepur Upazila is one of the leading upazilas where poultry industries developed tremendously in the last almost two decades. A number of international,
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multinational, national and local poultry industries in terms of hatchery development; feed production; and poultry medicine, vitamin and vaccine development
took place in this Upazila. Over a thousand broilers and over seven hundred and
fifty big and medium layer farms developed in the Upazila with farmers’
initiatives. Initially poultry farming both in case of broiler and layer productions
was profitable to the farmers in most cases. But over the years commercialization of poultry businesses through direct production of poultry by almost all international, multinational, national and local companies in addition to production
of poultry development inputs like Day Old Chick (DOC), feed, medicine etc.
and controlling the poultry markets by poultry industries made poultry market
very competitive business.
On the other hand Madhupur Upazila under Tangail district is well known
throughout the country for its quality pineapple production. Two types of pineapples i.e., Honey Queen and Red Spanish (Joldugi) are widely produced here.
Almost forty percent of the total cultivable areas of the Upazila belong to pineapples production. Honey Queen is largely produced in the Upazila. Joldugi is
also getting higher coverage among the farmers in the Upazila.

1.4.2. Selection of Sample for Survey
a. Poultry Farmers: It is known from Sreepur Upazila Livestock Office that
there are now 1074 broiler and 764 layer farms in this sub district. The opinion of Upazila Livestock Officer, Sreepur was considered for selecting poultry farmers of the study. The reason of such an effort was to ensure better
representation of the situation in achieving the objectives of the study within
very limited time and scanty resources of the research work. Upazila
Livestock Officer suggested that survey on twenty broiler farmers from four
villages i.e., Kornopur, Potka, Khilpara and Pachontiya under Goshinga
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Union3 of Sreepur Upazila in the eastern part of the Upazila might give a
representative broiler production situation. Similarly survey on twenty layer
farmers from five villages i.e., Paharpara, Shingdighi, Fulanishit, Chakpara
and Kopatiyapara under Maona Union on the western part (after crossing
Dhaka-Mymensingh Highway) to the west might represent the egg production situation that prevails in the Upazila. In both the cases (broiler and
layer) selected samples were categorized on the basis of socio-economic conditions of farmers.
b. Pineapple Farmers: It is estimated that pineapples cover over one third of
cultivable areas of the Upazila. Again the area coverage of Honey Queen
and Joldugi pineapple in the Upazila prevails as in the ratio of 60:40. Forty
pineapple farmers from six villages under two Unions of Modhupur Upazila
were selected purposively for the study. The villages were Edilpur,
Bokarbaid, Linepara, Chunia and Ausnara under Ausnara Union and Holudia
village under Mohishmara Union.

1.4.3. Focus Group Discussions and Case Studies
a. Focus Group Discussions (FGDs): Three FGDs were carried out both for
farmers and dealers of poultry companies together. These were related to
broiler, layer and pineapple.
b. Key Informants: Three key informants related to broiler, egg and pineapple
marketing were consulted in-depth at the wholesale markets of Dhaka city.
3

Union Parishad is the oldest and lowest local government system of Bangladesh. It
has been functioning for more than hundred years for the rural development of the
country. At preset we have 4480 Union Parishad in the country. Union Parishad is
run by directly elected representatives. The number of villages constituting a Union
varies from place to place.
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These three key informants were three wholesalers of Dhaka. Key informants
of broiler, egg and pineapple were selected from Kaptan Bazar, Tejgaon and
Kaoran Bazar respectively.
c. Case Studies: Case study method was also applied in the study to understand
the production environment and its input-output relationships of poultry and
pineapple. So, one farmer each in case of broiler, layer and pineapple was
selected purposively for case studies of the research.

1.4.4. Duration of Data Collection
Data were collected during 21-30 June, 2018 at the Upazila level. Information
collection through using key informants at the wholesale markets at Dhaka was
carried out during 9-10 July 2018. Researchers and four Investigators of
Research Division of BARD collected data for the study. In addition, retailers
and consumers were consulted at local markets both in Dhaka and Comilla.

1.4.5. Data Analysis
The nature of the data was both quantitative and qualitative. Data were analyzed on the basis of understanding the respondents’ socioeconomic condition
and context of value chains of broiler, egg and pineapple. The survey data were
analyzed using some primary statistical tools like mean, percentage etc. In addition, FGDs, data of key informants and case studies were presented in the report as quality data.
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2. Results and Discussions on Poultry Farmers

2.1. Survey Outputs of Poultry Farmers
a. Occupation Status of the Respondents: Occupations of the poultry farm owners play an important role to develop the poultry industry. It was found from
Table-2.1 that about 38 percent respondents have poultry farms as their main
occupation and about 63 percent respondents have poultry farming as secondary occupation. Agriculture is the main occupation of 30 percent poultry
farm owners and 25 percent as their secondary occupation. Business is the
main occupation of 20 percent poultry farm owners. Therefore, it can be concluded that both poultry rearing and agriculture work as main and secondary
occupations of poultry farmers.
<Table-2.1> Occupational Status of the Poultry Farmers
Name of
Occupations
Poultry rearing
Agriculture
Business
Mechanics
Auto Driver
Mason
Fish culture
Service
Housewife
Total

Main Occupation
No. of Respondents
15
12
08
02
01
01
01
40

Secondary Occupation
Percentage
37.5
30
20
05
2.5
2.5
2.5
100

No. of Respondents
25
10
01
02
01
01
40

Percentage
62.5
25
2.5
05
2.5
2.5
100

Source: Field Survey, June 2018

b. Land Ownership of Poultry Farmers: It was found from Table-2.2 that farmer’s land size varies from 20 to 500 decimals. Over one third of the farmers
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have land from 20 to 50 decimals which was followed by the land owner’s
group having range from 101 to 250 decimals (32.50 percent) and 17.50 percent farmers have land between 251 to 500 decimals. Rest 12.50 percent
farmers have land from 51 to 100 decimals. So, it can be concluded that all
poultry farmers have their own land.
<Table-2.2> Land Ownership of the Respondents
Group (decimal)

No. of Respondents

Percentage

20-50

15

37.5

51-100

05

12.5

101-250

13

32.5

251-500

7

17.5

Total

40

100.0

Source: Field Survey, June 2018

c. Income Source of Households: The sample respondents were selected on the
basis of having poultry farms. So, all respondents have poultry farms as their
common sources of income, other occupations of respondents were agriculture (98 percent), business (20 percent) and others (18 percent) (mason,
mechanic, auto-driving etc). Only one poultry farmer was there in the sample
who was involved with service.
<Table-2.3> Income Source of the Households
Sources

No. of Respondents

Percentage

Poultry Rearing

40

100

Agriculture

39

98

Business

08

20

Service

01

03

07

18

Others (Mason,
Driving etc.)

Mechanic,

Auto

Source: Field Survey, June 2018 Note: Respondents have more than one profession.
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d. Annual Income of the Respondents: Annual income of the respondents depends on occupation, nature of investment, number of family members involved in the income generating activities. Table-2.4 reveals that highest income of the respondents was derived from poultry farming (35.07 percent)
which was followed by agriculture (33.39 percent) and business (22.15 percent).
<Table-2.4> Household Annual Income (BDT)
Sources (No.)

Yearly Income (BDT) (percent)

Average (BDT)

Poultry farming (40)

3,875,072 (35.07)

96,877

Agriculture (39)

3,690,450 (33.39)

94,627

Business (8)

2,448,000 (22.15)

306,000

84,000 (0.76)

8,400

Other (7)

953,400 (8.63)

136,200

Total (40)

11,050,922 (100.00)

276,273

Service (1)

Source: Field Survey, June 2018

e. Educational Qualification of Poultry Farmers: Table-2.5 reveals that 35 percent
of the respondents have education from high school level, 28 percent have education within classes in middle school level. Seventeen percent of poultry farmers
have college level certificate and rest 20 percent are elementary level.
<Table-2.5> Education Status of the Respondents
No. of Respondents

Percentage

Elementary

Kinds

08

2

Middle

11

28

High School

14

35

College

07

17

Total

40

100

Source: Field survey, June 2018
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f. Types of Poultry Production: Broiler and layer were two types of poultry
reared by the farmers. They produce both meat and eggs. Twenty broiler and
twenty layer farmers were selected purposively for the study. No one was
found to produce both broiler and layer at the same time. On the other hand
no one was found to produce processed or packed meat.
g. Types of Poultry Shed: All the farm owners build special types of sheds for
poultry farming. All of them are built with corrugated iron sheet and sheds
are situated near their houses. So, it is convenient for them to manage their
farms easily. Farmers expressed that they could not maintain space of their
birds for practical reasons against from 1.5-2 square feet per broiler
suggested.
h. Duration of Poultry Rearing: On an average broiler needs 32 days to grow
for sale and layer needs 637 days to complete laying of eggs. Broiler farmers
keep DOC for 32 days on an average before selling to the market when it
gets average weight 1.7 kg. A layer farmer on an average rears DOC for 637
days and gets 400-450 eggs throughout the whole cycle of a layer.
Sizes of broiler farms at farmer’s level vary from 500 to 1000 birds. Again
the number of birds in broiler farms (mostly vary from 400 to 700) was found
less compared to the number of birds in layer farms (mostly vary from 800
to 1000).
<Table-2.6> Production Cycle
Types

Total Duration (days)

Average Days per Cycle

Broiler (20)

648

32

Layer (20)

12,736

637

Source: Field Survey, June 2018
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i. Source of Finance: Poultry farming needs investment from beginning to end.
The farmers use capital for poultry farming from different sources. It was
found that 88 percent farmers invested their own capital, twenty percent from
bank loan and 15 percent from local money lenders. In addition, farmers (45
percent) took loan from different sources (like NGOs, relatives and neighbors) for poultry farming.
<Table-2.7> Source of Finance
Souces

No. of Respondents

Percent of Respondents

Own

35

88

Bank loan

08

20

Money lender

06

15

Others (NGO/relatives/neighbors)

18

45

Source: Field Survey, June 2018

j. Number of Production in 2017: In 2017 broiler farmers produce broilers 105
times and average production was 5.25 cycles per farmer. On the other hand
layer farmers produce layer 20 times which is about one cycle per farmer.
<Table-2.8> Number of Production in 2017
Frequency

Average (day)

Broiler

Types

105

5.25

Layer

20

1.00

Source: Field Survey, June 2018

k. Factors Influencing in Adopting Poultry Farming: Farmers expressed a number
of factors which influence in adopting poultry farming. It was observed that
95 percent of farmers are influenced by neighbors, 5 percent by big poultry
industry and neighbors and rest 3 percent by Upazila Livestock Office. In addition, 38 percent of farmers were influenced by feed and medicine companies
and neighbors.
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<Table-2.9> Factor Influencing Production of Poultry
Types

No. of Respondents

Percentage

38

95

15

38

Big Poultry Industry and neighbors

02

05

Upazila Livestock Office

01

03

Neighbors
Feed Company and
Suppliers and neighbors

Medicine

Source: Field Survey, June 2018

l. Production Cost and Selling Price of Broiler and Egg: Profit or loss depends
upon production cost of the products and consequent market prices. It includes costs of DOC (broiler and layer), construction of poultry sheds, labour
cost; and feed, medicine and other cost like electricity, equipment etc. It was
found from Table-2.10 that in 2017, farmers spent total BDT 20,782,130
(US$ 253,441) for broiler production and after selling all broilers they got
BDT 22,187,720 (US$ 270,582). Their profit was BDT 1,405,590
(US$17,141). On the other hand in 2017, farmers spent BDT 157,067,000
(US$1,915,451) and their sales price of eggs was BDT 161,221,561
(BDT1,966,117). Their profit was BDT 4,154,561 (US$50,665). Therefore,
both investments in broiler or layer production were profitable.
<Table-2.10> Production Cost and Selling Price of Poultry Products
Production Cost (BDT) for broiler in 2017
(No. of broilers:119,950)

a)

DOC (Chicken)

Selling Price (BDT)

5,222,450
(US$63,688)

b) Shed

288,800
(US$3,522)

c) Labour

879,500
(US$10,726)

d) Feed

13,399,480
(US$163,408)

Production cost
(BDT) for layer in
2017
(No. of layers:73,900)

Selling Price (Tk.)

5,088,000
(US$62,049)
22,187,720
(US$270,582)

709,000
(US$8,646)
3,155,000
(US$38,476)
144,062,000
(US$1,756,854)

161,221,561
(US$1,966,117)
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e) Medicine

599,900
(US$7,316)

Production cost
(BDT) for layer in
2017
(No. of layers:73,900)
3,447,000
(US$42,036)

f) Others(Electricity, husk, polythene and basket etc.)

392,000
(US$4,781)

606,000
(US$7,390)

20,782,130
(US$253,441)

157,067,000
(US$191,545)

Production Cost (BDT) for broiler in 2017
(No. of broilers:119,950)

Total Cost

Profit/loss (Tk.)

Selling Price (BDT)

Total: (+)BDT
1,405,590
(US$17,141)
Average profit of a
farmer:
BDT70,280
(US$857.1)

-

Selling Price (Tk.)

Total: (+)
BDT4,154,561
(US$50,665)
Average profit of
a farmer:
BDT50,665
(US$617.87)

Source: Field Survey, June 2018
Note: Once poultry shed is constructed it can be used for 2-3 years.

m. Average Cost and Market Price of Broiler and Egg (12) in the Last 3 Years
(2015, 2016 and 2017): Average production costs of broiler per kg in 2015,
2016 and 2017 were BDT104.20 (UD$1.27), BDT101.45 (US$1.28) and
BDT104.10 (US$1.27) respectively and average market prices of the same
were BDT105.35 (US$1.29), BDT108.80 (US$1.33) and BDT111.90
(US$1.37) respectively. Figures indicate that farmers had very little margin
from broiler production. Again average production costs of 12 eggs in 2015,
2016 & 2017 were BDT57.35 (US$0.7), BDT57.75 (US$0.7) and BDT
56.48(US$0.69) respectively and average market prices of 12 eggs were
BDT58.65 (US$0.72), BDT59.65 (US$0.73) and BDT56.05 (US$0.68)
respectively. These figures also indicate that farmers got very little margin
from egg production (Table-2.11). It is to be noted that market price of layer
as meat at the end of laying gives benefits to the farmers.
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<Table-2.11> Average Cost and Market Price of Broiler and Egg (2015, 2016 and 2017)
Broiler per kg (Average cost)
2015

2016

Product
ion
cost
(US$)

Market
price
(US$)

104.20
(US$1.
27)

105.35
(US$1.2
8)

12 eggs (Average cost)
2017

2015

2016

2017

Productio Market Productio Market Productio Market Productio Market Productio Market
n cost
price
n cost
price
n cost
price
n cost
price
n cost
price
(US$)
(US$)
(US$)
(US$)
(US$)
(US$)
(US$)
(US$)
(US$)
(US$)
101.4
5
(US$1
.24)

108.8
0
(US$1
.33)

104.1
0
(US$1
.27)

111.90
(US$1.
37)

57.35
(US$0
.70)

58.65
(US$0
.72)

57.75
(US$0
.70)

59.65
(US$0
.73)

56.48
(US$0
.69)

56.05
(US$0
.68)

Source: Field Survey, June 2018

n. Source of Purchasing DOC: Farmers use to purchase DOC either broiler or
layer from different dealers. It was found from Table-2.12 that 70 percent
of poultry farmers bought DOC from dealers of different companies and 30
percent farmers bought the same from other farms.
<Table-2.12> Source of Purchasing DOC
No. of Respondents

Percentage

Dealer

Types

28

70

Other Farm

12

30

Source: Field Survey, June 2018

o. Availability of Services for Poultry Farming: Poultry owners get different
services from government and non-government sources. It was found from
Table-2.13 that almost half of the farmers got services from Upzaila
Livestock Office (48 percent). Forty three percent farmers got services from
dealers of different companies. Twenty eight percent of farmers got services
from private veterinary doctors. Twenty three percent of farmers got services
from veterinary doctors of different private companies.
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<Table-2.13> Source of Getting Services for Poultry Farming
Types
Government

Private
Others

Name of Organizations

No. of Respondents

Percentage

Upazila Livestock Office

19

48

Dealer

17

43

Private Veterinary Doctor

05

28

Veterinary Doctors of Different Companies

09

23

Owner of Hatchery

02

05

Neighbors

02

05

Source: Field Survey, June 2018 Note: Respondents provided more than one answer.

p. Barriers to Getting Fair Price of Broiler and Egg: Farmers identified different
barriers to getting fair prices of their broilers. High price of DOC (62 percent), high price of feed (59 percent), high price of medicine (32 percent),
syndicates of dealers (24 percent) and wholesalers (22 percent) in controlling
buying prices of broiler and egg, large companies selling their product at
lower price (22 percent) and no control of government on market price of
broiler and egg were the reasons for not getting fair prices of broilers and
eggs (Table-2.14)
<Table-2.14> Barriers to Getting Fair Price of Broiler and Egg
Barriers Realized by Farmers
High price of DOC

No. of Respondents

Percentage

23

62

High cost of feed

22

59

High price of medicine

12

32

Syndicate of dealers is controlling buying price

09

24

Syndicate of wholesalers is controlling buying price

08

22

Large companies sell their product at lower price

08

22

No control of government on market

07

19

Production is higher than demand

04

11

No direct selling facilities of eggs of the farmers

03

08

Source: Field Survey, June 2018

Note: Respondents provided more than one response.
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2.2. Focus Group Discussions
2.2.1. Focus Group Discussion on Broiler Production
A Focus Group Discussion (FGD) on broiler production was carried out in
the shop of Md. Ahsan Uddin Fakir, a local dealer of poultry inputs at 11am
on 24 June 2018. The location of his shop is about 7 km east from Sreepur
Upazila complex. Four other broiler farmers were present in the FGD (names
of farmers are attached). Crop production was the main occupation of the rural
dwellers of the Upazila two decades ago. Profit of crop production was very
marginal and natural disaster risks were higher. In addition, landless poor villagers had no access to crop production. So, finding alternate livelihood occupations became a crucial factor. It is to be noted that poultry, livestock and fishery
development programmes emerged as tools of poverty reduction almost two
decades ago under the government programme "One House One Farm (OHOF)"
in the Upazila. In Sreepur Upazila, poultry production both in terms of meat
and egg got huge acceptance among the villagers. Multinational, national and
local companies established industries and developed their linkages with farmers
for poultry feed, Day Old Chicks (DOCs), vitamin and medicine marketing in
the last two decades.
Md. Mizanur Rahman, a villager of Goshinga village adopted commercial
broiler production two decades ago. He made huge profit through broiler productions in early stage. Experiences of Md. Mizanur Rahman motivated villagers to adopt broiler farming gradually. Broiler farmers generally take prescriptions from Upazila Livestock Officer (ULO), Sreepur time to time to solve
their problems in broiler production. In addition, representatives of different
companies provide suggestions to the broiler farmers.
Farmers who attended the FGD expressed that poultry farming created scope
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of self employment, females of the households could participate in the poultry
production process, farming could be done in the household premises and poultry could be sold from household premises. Again, a number of problems were
realized by the poultry farmers: market price of broiler is less compared to its
production cost, feed cost is very high, susceptibility of diseases in poultry is
also high and market price fluctuates for various factors.
Poultry farmers in Sreepur Upazila collect Day Old Chick (DOC) from various companies like Paragon, New Hope, RRP, Renata, Kazi Farm and ACI. All
these companies provide DOC on the basis of the demand of farmers. The price
of DOC varies time to time and farmers experienced price variation with the
range from BDT 25 to BDT 65 per chick in the last one year. In addition, vaccine, medicine and vitamin are essential inputs for broiler production. Extent of
using medicine varies with the susceptibility of diseases. So, farmers experienced both higher and comparatively lower cost of medicine to prevent diseases
of their stocks during broiler production. Broiler market price was very bad for
broiler farmers with respect to their production costs in 2015 and start of 2018.
Cof-500, Ross and Lehmann are the varieties of broilers used by the farmers
of the Upazila. Generally price of DOC of Cof-500 is less by around BDT 2
compared to DOC of Ross and Lehmann varieties. Farmers collect Cof-500 in
winter as it bears comparatively more feather. Again Ross and Lehmann have
higher demand in summer.
Profit of broiler marketing is getting better in the last 2-3 months. The challenges for broiler production realized by the farmers of the Upazila include a.
recent initiatives by different companies of producing broilers and b. poultry
companies mainly control the prices of DOC and feed. They sell DOC and feed
to the farmers with higher price at the same time when they produce broilers
by themselves they can sell their products to market with comparatively lower
price. But it is very difficult for the broiler farmers to sell their broilers with
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lower prices like poultry companies. So, farmers who attended the FGD expressed that i) big companies should stop producing broilers to save poor broiler farmers; and ii) prices of DOC and feed should be brought under control by
regulations so that target of poverty reduction of the government through broiler
farming by the poor villagers could be achieved.
Poultry farmers expressed that if they could carry broiler directly to the
whole sale market avoiding the local market or local purchaser of broiler or
agent of company they could earn more money. But problem is that traffic on
the way to whole sale markets (Dhaka or nearby big cities) creates problems
for the farmers. Local purchaser (locally called Bepari) or agent of company are
accustomed with carrying broilers to wholesale markets by meeting up the demand of police in the road as their routine tasks. So, farmers generally do not
take initiatives of marketing their broilers directly to the wholesale markets at
Dhaka or nearby big cities like Gazipur. In addition, they opined that price of
broiler reduces if the demand of broiler is less in the market. Market price of
broiler is sometimes controlled by the owners of the whole sale markets. So,
in many cases farmers do not get fair prices of their products. Again, they feel
that commercial broiler production by different multinational, national and private companies should be stopped to save poor broiler farmers. They also
opined that sometimes media play negative role on poultry meat giving distorted news. So, market becomes drastically down. Again, flu and diseases in
large scale can destroy the poultry farms. Farmers become poorer and cannot
get back into production in a number of cases.
Farmers of FGD informed that most of the broiler farmers take DOC, feed,
vitamin and medicine from different companies in credit. Local agents of these
companies provide all these inputs to the farmers. Md. Ahsan Uddin Fakir is
the agent of RRP company and provides all inputs to 45 (forty five) broiler
farmers of the Upazila. After selling broilers they meet up the cost of all inputs
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of the company. The agent also plays an important role in marketing of broiler
in common cases. But it is not necessary that the marketing should be done
through the respective agent. But farmers sell their broilers through their respective agents for avoiding practical hustle of marketing of broilers.
Members of FGD informed that poor and landless villagers did not take part
in the production process of broiler earlier for not having assets or capital. After
introducing credit systems by a different company poor villagers now can take
part in broiler farming. Experiences show that many farmers default in repaying
the credit to the agents in many cases. Again, all inputs are provided by the
company. So, farmers have to pay prices of inputs fixed by the company. Group
members of FGD provided a few recommendations to improve farmers’ broiler
production situation of the Upazila and these were i) prices of poultry feed, vitamin and medicines should be reduced; ii) price of DOC should be controlled
by regulation; iii) all big companies should stop broiler production; iv) special
credit programme for broiler production should be introduced through nationalized banks and credit organizations; and v) training on broiler production should
be introduced and continued for overall development of broiler production.
(Members presented in the FGD were Md. Ahsan Uddin Fakir (also dealer),
Village: Khilpara; Md. Hanif, Village: Khojae Khali; Abdul Aziz, Village:
Goshinga; Md. Siddiqur Rahman, Village: Matiagara; and Nur Mohammad
Sheikh, Village: Kornopur. All these broiler farmers are from the Goshinga
Union).

2.2.2. Focus Group Discussion: Layer Production
A Focus Group Discussion on layer production and marketing of eggs took
place at Kopataipara village in the west of Dhaka-Mymensingh highway on 22
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June at 12 noon. It is about 12 km west to the Upazila Complex. Three layer
farmers attended the discussion. Layer farmers expressed that they had poor experiences in cultivating paddy and vegetables for meeting up the needs of livelihood expenditures. Farmers had to work at that time as day labourers to other
houses for meeting up the need of their family expenditures. They started broiler and layer farming in the area in 1998. Many day labourers changed their professions to poultry farming which was more profitable. They expressed that if
market price of egg is better, a layer farm with 1,000 birds could profit even
up to BDT 100,000 (US$1,220) within almost two years. Farmers of the FGD
opined that commercial broiler and egg production has made a paradigm shift
in the last twenty years to meet up the demand of protein in the country. Both
male and female of a household could effectively participate in poultry farming.
It could be a good business if natural disasters and poultry diseases are not
spread out. They informed that better transport facilities are a big advantage of
poultry farming in their area.
They strongly feel that there are a number of scopes to improve the poultry
productions keeping the welfare of farmers in the Upazila. They informed that
easy availability of DOC, feed and medicine are advantages for poultry farming
in their area. In addition, marketing of broiler and egg is convenient from that
area. They experienced now a number of problems in poultry production which
included lack of capital, unstable market price; and higher prices of feed, DOC,
vitamins and medicine. Again if they buy in credit the price of DOC is higher
by BDT 2 for each than if they buy the same in cash. In case of purchasing
50 kg feed bag by credit they have to pay additional BDT 150 than if they buy
in cash. They informed that irregular supply of electricity from mainline is also
a big problem for poultry production. All big hatchery companies start broiler
and egg production. Costs incurred by farmers both for broiler and egg production are much higher than costs of production incurred by big companies (as
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companies produce inputs by themselves and also sell those to the farmers with
higher profit margin). In addition, outbreak of diseases like bird flu, ranikhet
etc. destroys poultry farms overnights.
Farmers collected DOC from dealers of different companies which are easily
available. Prices of DOC of layers vary with a range from BDT 25 to 65 per
chick. Members of the group discussion informed that they have collected DOC
of layers from dealers of different companies for last 15 (fifteen) years. They
buy medicines and vitamins manufactured by Square, Lavana, Nanaeda and
ACI companies. Farmers informed that they gained experiences on poultry
farming but still they take suggestions from local veterinary doctors and dealers
of different companies to take medicines and vitamins for their flocks.
Farmers of the group informed that they used to select DOC variety on the
basis of suggestions provided by dealers of different companies. Sometimes,
farmers select variety of chick on the basis of the advice of neighbours or
villagers. They experienced loss in selling egg in 2017 because of low market
price compared to production cost. Farmers informed that layer farming faces
a number of challenges. Among them less market price of eggs and high rate
of death of bird at the time of season change particularly from summer to winter are important. Prices of DOC and feed are higher and selling price of egg
was poor. In addition, sometimes production of egg is more than the demand
in the market. All poultry farmers presented in the discussion opined that direct
production of broiler and egg should be stopped by big companies. Prices of
DOC and feed of different companies should be under control by regulation. All
members of the group informed that the Paiker takes their eggs on regular basis.
They told that selling egg through dealer has two advantages i.e. carrying cost
is comparatively less and produced eggs can be sold to big markets.
All members of the group feel that big companies directly produce egg and
sell their product with comparatively low price in the market. As cost of egg
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production is higher in case of farmers’ farms so they face loss in many cases.
In addition, price of feed is high and also increasing with time. Layer farmers
gave similar suggestions like broiler farmers to improve poultry production scenario of the Upazila. They suggested that (i) all big companies should stop egg
production; (ii) prices of DOC, feed, medicine and vitamin should be brought
under control to save hundreds of poor poultry farmers of the Upazila; (iii)
credit should be provided to the poultry farmers with low interest rate; and (iv)
ensuring fair price of eggs through government interventions.
(Members presented in the FGD were Md. Jahirul Islam, Md. Shahidul Islam
and Md. Ripon Mia. All of them are layer farmers and they are from Kopartia
village).

2.3. Case Study
2.3.1. Broiler Farmer
Md. Sirajul Islam comes (hails) from a poor family. His father was a marginal farmer. They had two Bigha (66 decimal) agriculture land (3 Bigha = one
acre). He also worked as a day labourer to other houses for maintaining expenditures of his family. Md. Sirajul took a job in the paper making industry
in Narayangonj (a district town which is about 40 km away from village) when
he was twenty years old. He could not continue his education for inability in
paying tuition fees in school. He worked in that paper mill for almost 24 years.
The mill could not keep him along with other 20 employees for its poor business performance. He came back to his village. He started agriculture with
small land that he inherited from his father. He got 35 decimal of land after
the death of his father. He established a small house and started living there.
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He adopted agriculture as source of income and also worked as day labourer
in other houses. But it was very difficult for him to meet up the expenditure
of his family from practicing agriculture and working as a day labourer.
He expressed that the owner of the paper manufacturing company where he
worked almost 24 years adopted broiler farming and made good business out
of that. At that time he observed how a broiler farm could be managed. He
gathered experiences at that time on broiler farming. In addition to that he got
motivation through observing how poor villagers adopted broiler farming with
the help of poultry hatchery and feed manufacturing companies nearby in his
village. He mentioned particularly the name of Nourish Poultry Hatchery and
Feed Mill in this regard which is very near to his house in Sreepur Upazila.
In 2002, he started broiler farming with 500 DOC. He accommodated 500
DOC in a tin shed of an area of 15 feet x 30 feet. He could make good business in that year and decided to expand his farm. He then reconstructed his
poultry shed with an area of 23 feet x 72 feet in place of his old shed and started broiler production with 1500 DOC.
Md. Sirajul agreed to take DOC, feed and medicine from Md. Ahsan Ullah
Fakir, a dealer at the start of broiler farming with 500 DOC. At that time he
gave that dealer BDT 10,000 (US$121.95) as collateral against inputs of broiler
production including DOC. Md. Ahsan Ullah supplied him DOC, feed and medicine of different companies on the basis of need for many years. Md. Ahsan
Ullah also helped him in selling the broilers developed in the farm of Md.
Sirajul. He sold broilers at the age from 31 to 33 days. Md. Sirajul realized
very good profits from broiler productions in the first 7 to 8 years and constructed new houses and also could arrange marriages of his two daughters. His
son is now a student of class ten. Md. Sirajul informed that he experienced a
loss of around BDT 200,000 (US$2,439) during the last one and half year for
low market prices of broilers and also death causes of his broilers with diseases.
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He informed that he could earn over BDT 2,200,000 (US$26,829.27) in the last
fifteen years through broiler farming. He expressed that his present income from
broiler farming varies from BDT 1,500,000 (US$18,292.7) to BDT 2,500,000
(US$30,487.8) per year. He told that he developed 10,800 broilers in eight cycles in his farm in 2017 and earned a net profit BDT 157,460 (US$192024).
The cost of broiler production in 2017 was BDT 98 (US$1.2) per kg and the
average sale price was BDT 106 (US$1.29) per kg. He expressed that his 700
broilers died from cyclone three years ago and incurred a loss of around BDT
180,000 (US$2195.12). Md. Sirajul opined that the present market of broiler is
good but it was comparatively poor for farmers in 2017. He expressed that he
had a plan to construct another shed of broiler for 1,500 birds in future.
Md. Sirajul gave a number of recommendations on the basis of his experiences of broiler development. These included i) credit should be provided to the
broiler farmers with low interest rate with government initiatives; ii) companies
should stop broiler production; iii) prices of DOC, feed and medicine of different companies should be brought under control by regulations; iv) Upazila
Livestock Officer (ULO) should visit different farms at farmers level on regular
basis; v) there should be provision of training to the broiler farmers on regular
basis; vi) treatment facilities of broilers should be given by government
department.

2.3.2. Layer Farmer
Tofazzal Hossin is a poultry dealer and also a layer farmer. The name of his
village is Pather Para under Madna Union of Sreepur Upazila. Tofazzal passed
secondary school in 1994 and could not continue his education due to inability
to pay tuition fee in college. His father was a poor farmer. Tofazzal was inspired to adopt broiler farming after observing his aunt’s (mother’s side) broiler
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farm in the same Upazila in 1998. He started broiler farming by collecting
DOC of broiler from Kazi Hatchery and continued production for six months.
After that he started egg production through adopting layer farms. He started
with 500 layers for egg production in 1998 and now the number of his birds
is 24,000.
At the initial stage he gathered experiences by working under a dealer of his
Poultry Feed Production Company for 2 years. He took training on poultry rearing from Directorate of Youth Development for 20 days. In 2001, he bought
a feed crushing machine with BDT 10,000 (BDT 121.95) by his own money.
He purchased maize from local markets and crushed maize to convert into poultry feed with that machine. He could maintain good businesses of layer over
the years. He established "Maona Poultry Feed and Egg Businessmen Society"
in 2008. He is now the chairman of the society. There are now 35 layer farmers
and dealers of different companies as members of that society. Each member
contributes BDT 500 in each month for capital formation. The society has accumulated a capital of BDT 135,000 (US$1646.34). This capital is used as source
of credit of the members of the society with minimum interest (3-5%). All
members including chairman of the society are the dealers of different poultry
companies. They maintain liaison with wholesalers of egg at Dhaka and sell
their egg to them on regular basis. Wholesalers provide BDT 0.10 for each egg
to the dealers. Wholesalers of eggs usually provide transport cost from Upazila
to Dhaka. Every day in the morning (around 11 am) the price of egg is decided.
The market price of egg is informed to the layers farmers from Dhaka whole
sale market at that time. He informed that most of the layers farmers are present in society house at the time of market price determination.
Mr. Tofazzal bought a shop at "Molling More" (name of road junction) and
started feed meal production of poultry in 2014 by taking loan from Jamuna
Bank. Total cost of establishment of his feed meal company was BDT
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7,000,000 (US$85,365.6) of which he took bank loan of an amount BDT
5,200,000 (US$63,414.63). Mr. Tofazzal now maintains 13 sheds where 24,000
layer birds are kept. Thirty labours work in his farm and the salary of these
workers is BDT 175,000 (US$2134.15) per month. The area of poultry sheds
and feed meal is 3 acres. In addition, the area of his household and agriculture
land is 1.20 acre. Mr. Tofazzal was very poor before starting poultry business
and lived in a house made of corrugated iron sheet. Now he has buildings with
big household complexes. In the recent time he has started a livestock farm
with 5 cows.

2.4. Value Chains of Broiler and Egg
The value chains of three different commodities of the study were analyzed
with the criteria of United Nations Development Programme (UNDP) in five
steps and these were a. Producers, b. Buying Agent (in the study it is local purchaser), c. Primary Processor (in the study it is wholesaler as processing unit
is absent in case of selected agricultural produces), d. Secondary Processor
(secondary processor is absent in the selected agricultural produces and in place
of that retailer works), e. Consumer. So the study addresses value chains mainly
in five steps as referred by UNDP but actors in the value chains in two tiers
have been changed and these were "Primary Processor" with Wholesaler and
"Secondary Processor" with Retailer.

2.4.1. Value Chain of Broiler on 10 July 2018
Broiler supply to the wholesale markets at Dhaka (Capital City) is generally
done by local purchasers (Bepari) and farmers from different parts of the

146
country. Sometimes owners of big shops at whole sale markets directly contact
with broiler farmers through mobile and inform the prevailing market price of
broiler of that particular day to the farmers. They sometimes send their trucks
to the farmers directly and purchase broilers from their farms. Owners of the
shops at the whole sale markets sell broilers by keeping a margin of BDT 2
per kg of broiler as their profit. They also take part in selling broilers to the
retailers in case when farmers directly bring their products to their shops. The
wholesalers of broiler take BDT 2 against one kg of broiler selling to the retailer from the farmer or from retailer. Prices of broiler vary with market
demand. The value chain of 100 kg broilers on 10 July 2018 at Kaptan Bazar,
Dhaka was as follows:

Farmer’s production cost of
broiler at Sreepur
Upazila: BDT
10,400
(US$126.83)

Selling price at
Farm’s level: BDT
11,400(US$139.0
2)

Local purchasers
provide BDT 2 to
the wholesaler for
each kg of broiler: BDT 200
(US$3.44)

Retailer price
from wholesale
market: BDT
12,500(US$152.4
4)

Consumer’s price
of broiler from retailer in nearby
markets: BDT
14,500
(US$176.83)

Value Chain-1: Marketing of Broiler

It is evident from the value chain of broiler marketing on 10 July 2018 that
retailer harvested about 16 percent profit with respect to production cost of
broiler which is the highest in terms of percentage. The other benefits in percentage in the value chain of broiler with respect to its production cost were
availed by farmers (9.62 percent), local purchaser (8.65 percent) and wholesaler
(1.92 percent). But volume of profit depends on the quantity (kg) of broilers
along with percent of benefit in the value chain. Highest sales in terms of number or kg are generally carried out by the owners of big shops at the wholesale
markets (there are over one hundred big shops). Generally local purchasers are
the second largest actor in the value chain who carried a large number of broil-
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ers to the wholesale markets and producers (farmers) are the third supplier in
terms of number of birds or its weight in kg in the value chain. Retailer is the
last actor in terms of selling number of broilers in kg to the consumers. So, value of profit can be predicted from the following computations:
An estimation of the Value Chain in terms of numerical values for 100 kg
of broilers from farm to consumers on 10 July 2018.

Cost of production
by farmer 100 kg
of broiler: BDT
10,400
(US$126.83)

100 kg broiler
by local purchaser:
BDT11,400
(US$139.02)

Wholesaler’s
cost for 100 kg
broiler: BDT 200
(US$3.44)

Price of retailer
for 100 kg broiler: BDT12,500
(US$152.44)

Price of consumer for 100 kg
broiler:
BDT14,500
(US$176.83)

Volume of profit for farmers through selling 1,000 broilers (each average
weight is 1.7 kg) is 1,000 no. x 1.7 kg x BDT 104 (production cost) x 9.62
percent = BDT17,009 (US$207.43). Volume of profit of local purchaser for
1000 broilers is 1000 no. x 1.7 kg x BDT 104 x 8.65 percent= BDT 15,293
(US$186.5). Profit of wholesaler from 1000 broilers: 1000 no. x 1.7 kg x BDT
2 per kg of broiler = BDT 3,400 (US$41.46). A wholesaler in Tejgaon, Dhaka
sells broilers with a range from 5,000 to 6,000 in a day. Wholesalers have some
fixed cost of labour and rental values of shops. Profit of retailer (sells around
150 broilers in a day): 150 no. x 1.7 kg x 19.23 percent = BDT 7,356
(US$89.7).
Therefore, estimates of profits considering percentage of benefits with respect
to production cost of broiler and numbers of broilers (mainly weight) sold in
a day provide the total benefits of different actors in the value chain. In that
case the highest benefit is realized by broiler farmer for 1000 broilers (BDT
17,009 or US$ 207.4). Local purchaser realizes the second highest benefits
(BDT 15,293 or US$ 186.5) whereas retailer gets the third highest benefit of
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the chain (BDT 7,356 or US$89.71). Retailers on an average can sell 150 broilers in a day. The wholesaler’s benefit in the chain is BDT 3,400 or US$ 41.46.
But a wholesaler can sell on an average 5,500 broilers in a day. In that case
a wholesaler can earn BDT 2 per kg x 1000 no. x 1.7 kg = BDT 18,700 or
US$ 228 in a day.
Another value chain of broiler indicated that wholesaler buys broilers from
farmers by sending his own transport.

Farmer’s production
cost of broiler at
Sreepur Upazila:
BDT 10,400
(US$126.83)

Wholesaler buys and
carries broilers from
farm for each kg of
broiler: BDT 11,900
(US$145.12)

Retailer price from
wholesale market:
BDT 12,500
(US$152.44)

Consumer’s price of
broiler from retailer
in nearby markets:
BDT 14,500
(US$176.83)

Value Chain-2: Marketing of Broiler

Farmers are more benefited (14.42 percent) with respect to cost of production
of broiler and more 4.8 (14.42-9.62) percent benefit was realized by farmers on
the same day. But an opportunity to sell broilers to the wholesaler directly is
limited.

2.4.2. Value Chain of Egg on 10 July 2018
Layer farmers supply the eggs of their farms to the local dealers or agents
in credit. Wholesalers of egg at different markets of Dhaka particularly Tejgaon
Bazar send mini truck or van to farm areas for collecting eggs on almost regular basis. There are about sixty wholesalers of eggs at Tejgaon wholesale
market. Wholesalers sell eggs with a range of 160,000 to 180,000 in a day.
Wholesalers directly purchase eggs from farms. Eggs carrying mini truck or van
enter to the wholesale markets of Tejgaon during midnight to early morning

149
from different areas of the country. The market price of egg is known in the
morning and after selling egg. The wholesalers give the prices of their eggs after deducting transport cost, labour cost and their own commissions.
The selling price of egg was BDT 690 (US$8.42) for 100 eggs at the Tejgaon
wholesale market on 10 July 2018. The wholesalers informed that they gave
BDT 660 (US$8.05) for 100 eggs to the farmers on 10 July 2018. They informed that if they buy eggs from dealers or agents or other media (not directly
from farmers) they pay BDT 7 more for 100 eggs (i.e., BDT 0.07 per egg) to
the dealer or agent or other media. The retailers of eggs from different areas
of Dhaka city bought 100 eggs from wholesaler at the rate of BDT 690
(US$8.42) on 10 July 2018. The retailer sold eggs to local shop keepers in various party of Dhaka city with price BDT 705 (US$9.15) per 100 eggs on the
same day. Shop keepers sold eggs at the rate of BDT 750 (US$9.15) per 100
eggs.
Farmers got
BDT 660
(US$8.05) for
100 eggs on 10
July 2018

Local Agent/
Dealer/ Other
Media for supplying eggs got
BDT 7 for 100
eggs

Market price of
egg on 10 July
2018: BDT 690
(US$8.42) for
100 eggs

Retailer sold egg
at BDT 705
(US$8.6) for 100
eggs to small
shop keepers

Small shop
keeper sold
eggs to consumers at BDT 750
(US$9.15) for
100 eggs

An estimation of the value chain in terms of numerical values of 1,000 eggs
from farm to consumers (on 10 July 2018) is given below:
BDT 4,432
(US$54.05)
cost of production

BDT 6,600
(US$80.49)
market price
of egg from
farmers

BDT 70
(US$0.85) (for
BDT 6,600 or
US$80.49)
Local
Agent/Dealer/

BDT 230
(US$2.81)
(70+6,600)
Whole Sale
Market Price

BDT 7,050
(US$85.98)
Retailer
Price

BDT 7,500
(US$91.46)
Value of
Consumers at
Small Shops

It is evident from the values of eggs in chains on 10 July 2018 that the highest percent of benefit (with respect to cost in 2017) in the value chain of egg
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was realized by farmers (49%) which was followed by petty shop keeper
(10.15%), wholesaler (5.20%), retailer (3.38%) and agent or dealer (1.58%). But
the highest quantity of egg in terms of number was dealt by wholesaler which
was followed by retailer, farmer and petty shop keeper.
On an average a farmer sells 800 - 900 eggs in a day. A wholesaler in Dhaka
sells 160,000 –170,000 eggs in day. A retailer and a small shop keeper on
average sell 40,000 and 3,000 eggs respectively in a day. So, profit depends on
both percentage of benefit and number of agricultural produces in the chain. It
was estimated that the whole cost of a layers farm in 2017 for 1000 layers was
about BDT 2,250,000 (US$27,439.02) where average 440,000 eggs were
produced. Value of eggs and meat of layers were BDT 300,000 (3,658.54) and
BDT 2,150,000 (US$26,219.51) respectively. The percentage of profit in case
of farmers seems better but higher interest of bank loan (varies and over 15 percent) and fluctuations of market prices of eggs are big challenges for farmers.
In addition, sudden loss of farms through natural disasters and outbreak of diseases like flu incur huge losses of farms. So, both percentage and volume of
profit give detail impression of different tiers in the value chain.

3. Results and Discussions on Pineapple Farmers

3.1. Survey Outputs of Pineapple Farmers
Forty pineapple farmers were interviewed with a structured and pretested
questionnaire. Results of the survey are given below:
a. Occupation: Over half of the pineapple producers (57%) mentioned agriculture as their main occupation. More than 40% of the respondents own ag-
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riculture as the secondary occupation. Moreover, one fifth (20%) of the total
respondents have the occupation of business as main occupation. Other occupations of the respondents are service, day labour and driving.
<Table-3.1> Occupational Status of the Farmers
Name of
Occupation

Main Occupation

Percentage
(%)

Secondary
Occupation

Percentage

Agriculture

23

57.5

16

40

Business

08

20

06

15

Service

04

10

01

2.5

Day labor

02

2.5

03

7.5

Driver

02

5

02

5

Others

02

5

-

-

Total

40

100

40

100

Source: Field Survey, June 2018

Annual Income: The income source of the respondents includes a number of
dimensions. The respondents having income sources from agriculture earn BDT
203,752 (US$2,485) per year whereas BDT 147,200 (US$1,795) was seen as
yearly income for the respondents who are involved in different services.
Business is another major source of income representing 35% of farmers andtheir average income was BDT 139,933 (US$1,707) per year. Ten percent of
the respondents also have the income from the occupation of day laborer, BDT
50,000 (US$610).
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<Table-3.2> Income Source of the Households
Income Sources

No. of Respondents

Percentage (%)

Agriculture

40

100

Service

06

15

Business

14

35

Driver

04

20

Day labor

04

10

Others

02

05

Average Annual Income
BDT(US$)
203,752
(2,485)
147,200
(1,795)
139,933
(1,707)
104,000
(1,268)
50,000
(610)
180,000
(2,195)

Source: Field Survey, June 2018

Literacy of Farmers: The education level of a major portion of respondents
(40%) was at the elementary level, close to half of them. Education levels at
high and middle school were 25 and 20 percent respectively. Very few of the
farmers had higher education.
<Table-3.3> Educational Status of the Respondents
Level of Education

Respondent Number

(%)

Illiterate

01

3

Elementary

16

40

Middle

8

20

High school

10

25

College

04

10

Total

40

100

Source: Field Survey, June 2018

Land Ownership Pattern: The large part of respondents operates their own
land for pineapple production (87.5%). But average land size of this group is
less than 2 acres (1.83 acre). The rest of the producers operate land as share
cropper, lease or mortgage. As for the producers sharing and leasing land, their
land varies from 3.26 to 3.90 acres (Table-3.4).
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<Table-3.4> Land Ownership Pattern
Pattern of Ownership

Number of Respondents (%)

Average Land Size (Decimal)

35(87.5)

183.50

04(10)

326.25

Own
Share Cropper
Lease
Mortgage

02 (5)

390

05 (12.5)

101

Source: Field Survey, June 2018

Average size of land area of the farmers was about 222.85 decimals or 0.9
hectare where the highest amount of land was 1000 decimals (4.05 hectare) and
the lowest was 30 decimals (0.12 hectare).
Involvement with Pineapple Production: Half of the respondents have the experiences of pineapple growing for more than two decades. It indicates that this
production process is being inherited from generation to generation. More than
one fifth (22.5%) of the total respondents have been growing pineapple for
more than fifteen years. Very little portion (7.5%) of the respondents have been
involved with the production less than ten years.
<Table-3.5> Yearly Involvement of Pineapple Production
No. of Respondents

Total (%)

1-5

Involvement with production (Years)

-

-

5-10

03

7.5

10-15

08

20

15-20

09

22.5

20+

20

50

Source: Field Survey, June 2018

Cost of Production and Sale Price of Pineapples: Two varieties of pineapples
are grown in Modhupur Upazila. The names of these varieties are Honey Queen
and Joldugi. In case of Honey Queen, the average number of seedlings required
per decimal of land is 120. In the case of Joldugi this number is 220. The first
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variety is bigger in size where the second one is smaller. After plantation the
average rate of production from the plant starts almost one year four months
later and gives fruit once in a year. In Honey Queen three productions take
place in almost three and half years whereas in Joldugi two harvests are carried
out in almost two and half years.
For the production of pineapple major costs are related to purchasing seedling, fertilizer, irrigation, vitamin, hormone, pesticide, labour and in case of
lease cost of land. On an average total cost of production for Honey Queen in
an area of one decimal4 of land is about US$31.4 (BDT 2,575). In case of
Joldugi the production cost is higher than the cost for Honey Queen, BDT3,003
(US$36.63). The sales prices of the fruit vary. At the beginning of the season
the price is higher, as the production increases the price goes down at middle
of production season. The price of Joldugi reduces very low at the end of season, but in case of Honey Queen the price keeps a little more constant.
<Table-3.6> Average Cost of Production and Sale Price of Pineapple per Decimal of Land

Production
Input

Plant
Fertilizer
Irrigation
Vitamin and
Hormone
Pesticide
labour
Lease
Others
Total Cost

Sales Price of Honey Queen
BDT (US$)

Honey
Queen
BDT
(US$)

Joldugi
BDT (US$)

265 (3.23)
515 (6.28)
42 (0.51)

413 (5.03)
647 (7.9)
-

145 (1.77)

273 (3.33)

47 (0.57)
744 (9.1)
582 (7.1)
235 (2.87)
2,575
(31.4)

1168 (14.24)
350 (4.27)
152 (1.85)
3,003
(36.62)

Start of
Season
(per piece)

Middle of
Season
(per piece)

End of
Season
(per
piece)

Start of
Season
(per
piece)

Middle of
Season
(per
piece)

End of
Season
(per
piece)

19.50
(0.24)

13.75
(0.17)

18.75
(0.29)

18.75
(0.23)

12.00
(0.15)

9.25
(0.11)

115x17.33=1,993
1,993x3=5,979 (72.91)

Source: Field Survey, June 2018

4

Sale Price of Joldugi
BDT (US$)

247 decimals = one hectare = 40.5 square meter

210x13.33=2,800
2,800x3=8,400 (102.44)
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Sources of Investment of Farmers: The producers are mostly dependent on
their own source of fund for meeting the cost of production of pineapple.
Agriculture credit from the banks meets up one fourth need of producers.
Another major source of credit is NGOs (22.5%). Money lenders play fewer
roles to other sector (7.5%). The producers also depend on other sources like
informal loan from relatives or friends (Table-3.7).
<Table-3.7> Investment Cost in Pineapple Production
Source of Investment

Number of Producers

Percentage (%)

Own

40

100

Agriculture credit

10

25

NGO

09

22.5

Loan from Mohajon
(Local Money Lender)

03

7.5

Others

03

7.5

Source: Field Survey, June 2018

Production Cost and Sale Prices of Pineapples per Decimal: In last three
years (from 2015 to 2017) the production scenario of pineapple shows that in
2015 the costs of production for both the varieties of pineapples and consequent
selling prices of the same were highest. Sales prices were higher than the same
in 2016 and 2017, but in case of Joldugi, the prices were higher than Honey
Queen. The production costs of Honey Queen were BDT1,035 (US$12.62),
BDT475 (US$5.79) and BDT 585 (US$7.13) in 2015, 2016 and 2017
respectively. It is noted that the initial cost of plantation in the first year is
higher. In return the sales prices were BDT 1,475 (US$18.0), BDT 745
(US$9.1) and BDT 1,190 (US$14.5) that fruits produce in one decimal of land.
Outputs of multi cropping in pineapple garden like banana, arum, turmeric and
zinger are not included here (multi crop’s value adds another BDT 250 or
US$3.05 per decimal). In case of Joldugi profit was comparatively more. In
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2017, farmers realized a profit of BDT1,260 (US$15.37) per decimal. The profits incurred in 2015 and 2016 were BDT45 (US$0.55) and BDT105 (USD1.28)
per decimal respectively.
[Figure-3.1] Cost and Sales Prices of
Honey Queen Pineapple

[Figure-3.2] Cost and Sales Prices of
Joldugi Pineapple

h. Marketing of Pineapple: The sale process of pineapples is traditional in
Bangladesh. Mostly the producers harvest pineapple and transport it to nearby market (growth center) through bicycle or van (mostly one hundred fruits
in one transport) (87.5 percent). More than one third of the total respondents
(37.5 percent) sold their fruits from the fields. The local businessman known
as bepari (local purchaser) buys pineapples at the farmer’s field.
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i. Problems of Pineapples Marketing: Farmers expressed a number of constraints
in marketing of their fruits. These were a. farmers use unauthorized hormone
to get bigger size pineapple round the year which has negative impact on
marketing; b. farmers in some cases use carbide for giving color to the harvested pineapples which is also creating a barrier to marketing; c. damage of
a large amount of pineapples takes place every year due to lack of storage
and good transportation facilities; d. growers compel to sell the pineapples at
a very low price in the peak season due to lack of proper marketing facilities;
and e. lack of access to credit facilities.

3.2. Focus Group Discussion on Pineapple Production and Marketing
An FGD was organized at the Office of Edilpur Pineapples Farmer’s
Cooperative Society of Edilpur village under Ausnara Union of Madhupur
Upazila on 25 June 2018 at 10 am. Eight pineapples farmers and local purchasers (names are attached at the end) of pineapples attended the discussion.
Pineapples production was introduced in Madhupur Upazila in 1965. Banana,
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arum, zinger, papaya, chilli and turmeric are commonly produced as subsidiary
agriculture produces along with pineapples. A local tribe (Garo) first started
pineapples production in the area. They started production with the Honey
Queen variety. A number of local varieties of pineapples were also brought to
Madhupur areas from Rangamati (one of the three hill districts of the country)
and Sylhet (an eastern district of Bangladesh) districts. They expressed that suitability of soil for pineapple production, low input costs of production and comparatively higher profit of pineapple cultivation motivated villages to adopt this
fruit production in larger extent. They distinctly opined that mixed cultivation
of banana, arum, zinger, turmeric, papaya etc. with pineapples helped them get
higher benefits. In addition, pineapples generally do not need irrigation and
insecticide. Pineapples can be harvested 2-3 times after planting once. Leaves
of Honey Queen Pineapple are a good fodder for livestock. Besides, all members of family can participate in the cultivation process of this fruit.
Disadvantages realized by pineapple farmers include i) no industry for processing or conservation facilities are there for pineapples in the area; ii) large production of pineapples reduces the market price; iii) fair price of pineapples for
the producers cannot be ensured all times; and iv) inputs costs like different fertilizers are increasing.
Honey Queen and Joldugi pineapples are widely cultivated in the Upazila.
Honey Queen is very big in size with juicy flesh and delicious taste. Joldugi
is smaller in size and very sweet. Prices of seedlings of pineapples vary from
BDT 2 to 3 each. They informed that medicine cost for pineapples production
varies from BDT 40 to 60 per decimal. They did not get any assistance from
any department or organization. Both Honey Queen and Joldugi pineapples have
different advantages. Honey Queen is big and market price is higher. In case
of Joldugi, these are smaller in sizes and can be cultivated more in numbers
in an area. Price is less of Joldugi pineapple for its smaller size. Sugar contents
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are higher in this variety. They opined that benefits of pineapples cultivation
vary from BDT 70,000 (US$854) to 100,000 (US$1,220) per acre. Syndicates
of local purchaser (Bepari) and broker sometimes deprive farmers of getting fair
prices of their produces. In addition, more supply of pineapples to the markets
reduces its demand as well as selling prices. So, members presented in the
group discussion opined that establishment of cold storage for pineapples or
pineapple processing industries could improve the situation for providing competitive prices of the fruit to the farmers. In addition, government interventions
for better marketing of pineapples are necessary. Export of pineapples either as
fruit or processed products can improve the marketing situation of this fruit.
Marketing of pineapples is done in number of ways: selling the fruits in
farmer’s fields; local purchasers (Bepari) came to the village to buy pineapples;
farmers carry fruits to the nearby markets; and sometimes compel to sell their
fruits with low prices and even with losses. But if losses are experienced these
can be reimbursed in the following production cycles in common cases. They
informed that they could earn more benefits if they can sell their products directly to the wholesale markets. But selling their pineapples directly to the
wholesale markets faced a number of barriers. These include i) transport cost
is higher; ii) they do not have their own transport; and iii) the farmers have no
linkages with wholesalers in the capital or nearby big cities. They informed that
on an average the profit margin of pineapples production is around 35 percent
compared to its production cost. They recommended a number of suggestions
for the development of pineapples production and its marketing channels. These
were: i) establishment of cold storage in the locality for conserving pineapples;
ii) transportation system of fruits should be farmer-friendly; iii) processing
plants of pineapples should be established in nearby areas and export of the
processed fruits should be encouraged; iv) market prices of pineapples should
be monitored and fair prices of the fruits should be ensured to the farmers; v)
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it is needed to provide credit to the pineapple farmers with low interest; vi) prices of fertilizers should be reduced; and vii) regular training for the farmers on
pineapples production should be introduced (both at home and abroad).
(Members presented in the FGD were Md. Azizur Rahman, Village: Edilpur;
Md. Sydul Islam, Village: Edilpur; Md. Yead Ali, Village: Edilpur; Md. Badsha
Mia, Village: Edilpur; Md. Moqbul Hossain Fakir, Village: Edilpur; Md.
Mozaffar Ali, Village: Edilpur; Md. Kashem Ali, Village: Bokerbaid; and Md.
Jamal Uddin, Village: Bokerbaid).

3.3. Case Study on Pineapple Farmer
Md. Yead Ali was born in a poor farmer’s family. He was the youngest
among seven brothers and three sisters of his father. Like many poor farmers
in the village, Yead Ali’s father could not afford his education cost. So he has
no formal education. His father died when he was 20 years old. In those days
Aus paddy (June-October) was the only main crop in their village.
Yead Ali’s father got one acre of land from his father. He and his brother
worked as day labourers in the houses of rich people particularly in the house
of local tribe (Garo) for meeting up the expenditures of their family. Honey
Queen variety of pineapple was not easily available at that time. He got seedlings of Honey Queen from a tribe family and started cultivation of that fruit
in 1983.
He got 32 decimal of land from his father. His mother stayed with him until
her death. He started cultivation of pineapples to others’ land on the basis of
contract, lease or as share cropper and expanded his pineapples production. He
earned good profit from pineapples production and bought agriculture land every year. Now he is the owner of 13 acres of land. He informed that the market
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value of his agriculture land is BDT 19,500,000 or US$237,805. In addition, he
is the owner of seven shops in the Edilpur Market. He got rent of an amount
BDT 8,000 per month from those shops. Part of Edilpur market where shops
of Yead Ali are located is known as Yead Ali Market.
He expressed that pineapples production gave him huge opportunities to generate resources. He told that cost of production of pineapples was not so high
in the early stage of his pineapples production. In addition, the number of pineapples farmers was not too many. So, profit was much higher in pineapple production in those days. They had small huts where roofs were made with paddy
thatch. He constructed a big house with corrugated iron sheets having seven
rooms in it. He spent BDT 1,200,000 for construction of that house. Md. Yead
Ali realized that the soil of Madhupur is suitable for pineapples production and
he feels that this is a blessing for all pineapple farmers.
Md. Yead Ali has two sons. The elder one passed secondary school and now
is a shop keeper in Edilpur market. The younger son will take Secondary
School Examination in 2019. He wishes to give him higher education in
University in future.

3.4. Value Chain of Pineapple on 10 July 2018
Local markets are commonly used for pineapples marketing under Madhupur
Upazila of Tangail district. Farmers sell their pineapples through brokers in the
market. The local purchasers hire transport to carry the fruits in different wholesale markets at Dhaka and other big cities of the country. Local purchaser generally buys 5,000 to 6,000 pineapples in a day and loads in a truck. The purchaser uses the marketing facilities of wholeseller. The wholesaler gets 10 percent of selling price of pineapples both in case of selling the pineapples to the
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retailers and also when purchaser uses the facilities of wholesaler and sells the
fruit to the retailer by himself. In some cases farmers take initiative jointly for
marketing their pineapples directly to the wholesale market. In that case they
also provide 10 percent of the selling prices of pineapples to the wholesaler.
The average selling prices of farmers for Honey Queen and Joldugi (mixed
size) at Jalchattra Bazar on 25 June were BDT 15 and BDT 8 respectively. The
average selling prices of Honey Queen and Joldugi pineapples at Kaoran Bazar,
Dhaka wholesale market to the retailers on 10 July 2018 were BDT 21 and
BDT 11 respectively. The consumers prices of both Honey Queen and Joldugi
from retailers were BDT 25 and BDT 15 respectively in small markets of
Dhaka on 10 July 2018. An average value chain of 100 pineapples for Honey
Queen is given below:

BDT 1,130
(US$13.78)
Cost of production

BDT 1,600
(US$19.51)
Purchaser’s
price to the
farmer

BDT 210
(US$2.56)
Wholesaler
(10% commission to the
price of retailer

BDT 2,100
(US$25.6)
Retailer price

BDT 2,500
(US$30.49)
Vendor Price
from retailer

BDT 3,000
(US$36.59)
Consumer
Price

Farmers get three harvests in almost four years cycles of pineapple (Honey
Queen). The sizes of pineapples produced in farmer’s fields are bigger size in
the first year, in second year it becomes comparatively a little bit smaller size
and in the third year it becomes smaller. The reason is that in the first year
almost all pineapples grow in the planted seedlings but in the second year
grown pineapples come from new seedlings of the plant. In the third year, the
number of seedlings developed in each plant varies from 3 to 5. These seedlings
take nutrients from the plants. In the third year if farmers take initiative of
cleaning seedlings except the fruit bearing one, the size of pineapple becomes
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bigger. But cleaning of seedlings made higher labour cost. Again after three
years when farmers break pineapple garden they can collect seedlings of pineapples and can sell with a price of about BDT 2 per seedling.
The production costs of pineapples vary. Farmers who start pineapples production can continue up to three and half years in Honey Queen (3 harvest).
For an example 120 seedlings can be planted in one decimal of land (100 decimal = 1 acre). After planting in November around 80 fruits are grown by June
(after one and half year), second harvest is after almost one year and the number of fruit is around 40 and in the last harvest (three and half year) the number
of fruits is around 120. From estimation the cost of production of 100 pineapples was BDT 830 (US$10.12). Local transport cost to the local market for
100 pineapples (by bicycle) is BDT 200 (US$2.44) and broker cost at the local
market is BDT 1 for each pineapple i.e., BDT 100 (US$1.22). So, total cost
of farmers up to selling their fruits at the local market is BDT 1,130
(830+200+100) or US$13.78. In fact, farmers realize a profit of BDT 470
(US$5.73) from one decimal of land (435.6 sq.ft). In addition he gets net
amount about BDT 250 (US$3.1) from cultivation of arum, turmeric, zinger, papaya and banana from one decimal of land (the cultivation period of banana is
two years and rest crops are in the first year). So, net income from one decimal
of pineapple production is BDT 720 (BDT 470+BDT 250) or US$8.78. But it
goes over BDT 1,000 (US$12.2) when this profit price of pineapple is better.
The cultivation area per farmer varies from 0.5 to 15 acres in Madhupur
Upazila.
It is evident from the analysis of the value chain of 100 Honey Queen
Pineapples that farmer realizes the 2nd highest benefit in terms of percentage
with respect to its cost of production which is BDT (1,600-1,130)x100/1,130 =
41.6 percent. Wholesaler realizes BDT 210x100/1,130 = 18.6 percent. The purchaser at local market gets BDT (500-210)x100/BDT1130 = 25.67 percent and
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retailer’s benefit was BDT (2,500-2,100)x100/1,130 = 35.39 percent. The vendor’s benefit was BDT (3,000-2,500)x100/BDT1,130 = 44.25 percent. So, higher profit in terms of percentage was realized by vendor (44.25 percent) who
sells pineapples from 60 to 70 fruits in a day which was followed by farmer
(41.6 percent) who commonly sells pineapples from 100 to 500 in a day. Local
purchaser got 25.66 percent of benefit selling 5,000 to 6,000 pineapples in a
day. Retailer got 35.39 percent of benefit selling 100-500 pineapples in a day.
So, percentage of profit and number of produces in the value chain determine
total profit of different actors in the value chain.

4. Conclusion and Recommendation

4.1. Conclusion
The study was conducted on poultry and pineapple production and its value
chains in selected areas of Bangladesh. The issue of poultry was again divided
into meat and egg production. Respondents of the study had more than one occupation in all cases. They have alternative sources of income. Operating farms
of respondents are small in most cases. Most of the respondents inherited pineapple farming over the generations. In case of poultry farming it is rather new
agriculture practice. The producers are mostly being influenced and learn the
production process from their pair groups.
Farmers frequently consider marketing as one of their major problems.
However, while they are able to identify such problems as poor market price,
high input cost and unstable market etc., they are poorly equipped to find out
potential solutions. Successful marketing requires learning new skills, new tech-
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niques and new ways of obtaining information. Extension officers working at
the Upazila level and agents of different hatchery and feed meal industries help
farmers get improved knowledge on various production techniques but usually
lack knowledge on marketing or post harvest issues of agricultural produces.
Agricultural marketing needs to be conducted within a supportive policy, legal,
institutional, macro-economic, infrastructural and bureaucratic environment.
There are some limitations of this study. Most of the respondents could not understand the subject of research. Insufficient secondary data has been collected
for this research because this concept is totally new from the Bangladesh
perspective. In spite of all limitations there are lots of scopes for further study.
This study revealed that about 37 percent respondents had poultry farms as their
main occupation and about 62 percent respondents have poultry farms as secondary occupation. In case of pineapple, over half of the pineapple producers
(57%) mentioned agriculture as their main occupation. More than 40% of the
respondents had agriculture as the secondary occupation. The highest benefit is
realized by broiler farmer for 1000 broilers (BDT 17,009 or US$207.4) for an
example. Local purchaser realizes the second highest benefits (BDT 15,293 or
US$186.5) whereas retailer gets the third highest benefit of the chain (BDT
7,356 or US$89.71). Retailers on an average can sell 150 broilers in a day. The
wholesaler’s benefit in the chain is BDT 3,400 (US$41.46). But a wholesaler
can sell on an average 5,500 broilers in a day. In that case a wholesaler can
earn BDT 2 per kg x 5,500 no. x 1.7 kg = BDT 18,700 (US$228) in a day.
In case of layer the highest percent of benefit (with respect to cost in 2017)
in the value chain of egg was realized by farmers (49%) which was followed
by petty shop keeper (10.15%), wholesaler (5.20%), retailer (3.38%) and agent
or dealer (1.58%). But the highest quantity of egg in terms of number was dealt
by wholesaler which was followed by retailer, farmer and petty shop keeper.
In terms of percentage and number in a day transaction a layer farmer gets
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profit BDT 441 (US$5.38) for his 900 eggs at the rate of 49 percent profit. In
case of dealer in local area profit earning is BDT 840 (US$10.24) at rate of
BDT 0.07 per egg and for 12,000 eggs in a day. A whole sale shop keeper handles around 160,000 eggs in a day. So, he earns in a day BDT 36,800 (US$449)
at the rate of earnings BDT230 (US$2.8) per 1000 eggs. A retailer gets BDT
6,000 (US$73.2) for selling 40,000 eggs at the rate of profit BDT150 (US$1.83)
per 1000 eggs. A small shopkeeper earns BDT900 (US$10.98) for selling 200
eggs at the rate of BDT450 (US$5.49) per 1,000 eggs (on the basis of egg market on 10 July 2018). An analysis on the value chain for 100 Honey Queen
pineapples on 10 July 2018 shows that farmers realized the 2nd highest benefit
in terms of percentage with respect to its cost of production which is BDT
(1,600-1,130)/1,130x100 = 41.6 percent. Wholesaler who sold around 50,000
pineapples in a day realized BDT 210/1,130x100 = 18.6 percent. The purchaser
who buys 5,000-6,000 pineapples at local market got BDT (500-210)/1130x100
= 25.67 percent and the benefit of a retailer who sold 400-500 pineapples in
a day was BDT (2,500-2,100)/1,130 x100 = 35.39 percent. The vendor’s benefit
was BDT (3,000-2,500)/1,130x100 = 44.25 percent. So, higher profit in terms
of percentage was realized by vendor (44.25 percent) who sells pineapples from
60 to 70 in a day which was followed by farmer (41.6 percent) who commonly
sells pineapples to the local market (100 to 500) in a day. Local purchaser who
sells 5,000 to 6,000 pineapples in a day got 25.66 percent of benefit. Retailer
who sells 400-500 pineapples in a day got 35.39 percent of benefit. So, percentage of profit in the value chain and number of fruits handled determine the volume of total benefits by different actors.
Institutional supports such as agricultural extension services, market management and export promotion bodies should work coordinated way to make positive change in the value chain management. Poor roads increase the cost of doing business, reduce payments to farmers and increase prices to consumers.
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New marketing linkages between agribusiness, large retailers and farmers are
gradually being developed, e.g. through contract farming, group marketing and
other forms of collective action.

4.2. Recommendation
The researchers derived a number of recommendations from study findings.
These were organized into short, medium and long terms.

4.2.1. Poultry Production and Marketing Development Related Recommendations
a. Short Term
(i) Prices of DOC, poultry feed and medicine should be controlled by regulations;
(ii) Credit facilities for the farmers with low interest should be ensured
through credit giving organizations both at the government and private
sectors; and
(iii) Veterinary services should be ensured for the farmers through both government and non government set up;
b. Medium Term
(i) Capacity of farmers should be developed to create direct linkage by
themselves with wholesale market; and
c. Long Term
(i) Establish the poultry meat processing industry and also take initiatives
for exporting the same.
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4.2.2. Pineapple Production and Marketing Development Related Recommendations
a. Short Term
(i) Government should create the environment for providing necessary credit
facilities to the pineapple farmers for lease of land, purchase of inputs
like seedling fertilizers etc., and also meeting up the costs of labour,
transportation and marketing;
(ii) Farmers should be trained up and motivated to use chemicals and hormones which are not harmful to human health and at the same time encouraged to use organic manures for producing pineapples; and
(iii) Provide special extension services to the farmers from the Department
of Agriculture Extension (DAE) for better production and marketing of
pineapples.
b. Medium Term
(i) Capacity building of farmers at the farm level will be necessary to establish market link to sell their pineapples directly to the wholesale market.
There should be market linkage between farms and cooperative markets
if any or chain shops in the city market to ensure better price for the
farmers;
(ii) Cold storage should be established at the local level to preserve pineapples when the local price is low; and
c. Long Term
(i) The pineapple processing industry should be established at the local level
for more value addition to the fruits in the chain; and
(ii) Adopt special measures in exporting both processed and fresh pineapples
abroad.
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