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Introduction:

This briefing paper aims at providing some conceptual clarity regarding the value chain approach and particularly highlight how this
has been used and implemented in the context Pakistan and thereby, making value chain approach work for the poor.

The briefing paper is complemented by the associated papers showing the detailed work carried out by the Livelihoods Programme
in conducting various value chain studies. It also reflects the appropriate strategies for the development and improvement of the
concerned value chains.

“The value chain describes the full range of activities which are required to bring a product or service from conception, through the
different phases of production (involving a combination of physical transformation and the input of various producer services), delivery
to final consumer, and final disposal after use”1. It implies the generation of added value at each step of the chain from the primary
production to the final delivery to consumers. One of the key interests of the value chain analysis is that it allows identifying where
is most of the added value concentrated and whether this is a fair distribution or not. If not, this provides the rationale for a project
to facilitate inclusive competitiveness improvements by having the weaker players catching a bigger share of the value created. For
instance in the following value chain of honey, the added value is identified at each different levels and this shows a fairly equitable
distribution of the added value.

Added Value in Honey Value Chain

1Kaplinsky and Morris, 2001
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Honey Farmers Wholesaler Processors
(cum Retailers) Retailers Exporters

Price
Received
Rs. 375Kg

Share of value
46.87%

Rs.400 Kg

3.12%

Rs. 450 Kg

6.25%

Rs. 600 Kg

18.75 %

Rs.800 Kg

25%

Often the producers are found to be the weaker players of the chain in terms of capturing added value, access to market, finance
and technology etc. Also the business environment is usually not supportive to their businesses. Appropriate strategies and activities
are adopted in order to increase the income of their enterprises along with their interrelations with the other market players. The
following diagram provides a generic description of a value chain and the three layers that are looked at when using the value chain
approach;



Important factors of a value chain

A value chain approach is incomplete if it does not focus on the
three levels of the model i.e. micro, meso and macro levels.
Understanding the characteristics of these factors leads to the
identification of the opportunities and constraints within each of
the three levels and also the dynamic interrelations between them.
Analyzing strengths and weaknesses at the different stages (from
primary production to final consumption) and at the three different
levels at the same time is essential. This provides a comprehensive
analysis which is likely to guide properly the identification of effective
interventions in the value chain.

1. Value chain players: The chain of actors who directly deal
with and own the products, i.e. producers, processors and
traders.

2. Value chain supporters: The business development services
provided by various actors who never directly deal with or
own the product, but whose services add value to the product.

3. Value chain influencers: The regulatory framework, policies, infrastructures, etc. (at the local, national and international level)
affecting the business positively or negatively.

Beyond the pure economic analysis another dimension matters. This is the analysis of the governance structure in a value chain. It is
about determining the power dynamics of different players/institutions operating in the chain. Depending on these dynamics, decisions
on what to produce, how and how much to produce, when to produce and market will be more or less transparent and shared among
the actors of the chain. For instance in the medicinal and aromatic sector, processors, herbal industries and exporters are the national
and international leaders respectively in its value chain. They determine the regulation and distribution of benefits and risks for the other
members of the value chain. There are three main kinds of coordination within a chain:

• Market induced coordination: Buyers play an important role by demanding specific products from their suppliers etc. In the more
informal value chains such as honey and wild pomegranate seeds (Anardana) decisions in the value chains are more the result
of a market driven consensus where stakeholders make deals which are in any case driven by market conditions (Supply & Demand)
but which is not distorted by any of the chain stakeholder.

• Stakeholder induced coordination: This refers to the situation when some stakeholders agree among themselves to cheat others.
This is a sort of a cartel strategy: to make doggy deals to neutralize competition at some level and make sure that processors, for
instance, keep the control of the chain (particularly the prices) against the other stakeholders. This is the negative kind of possible
coordination. For instance before the project interventions in
medicinal and aromatic plants  sector, buyers at Madyan2

market agreed on low prices they would offer to collectors3.

• Policy induced coordination: Governments uses regulations
to control value chain. For instance the provision of different
incentives in the form of inputs, fixation of support prices and
final prices in agriculture commodities (wheat, sugar) are the
decisions taken by the government each year giving directions
to the players in the concerned value chain. In addition,
governance may be looked at with additional perspectives
including five main principles: participation, equity (non
discrimination), transparency, efficiency and accountability.
For instance participation of all concerned stakeholders is
essential in the analysis and improvement of the value chain
and consequently will pave the way to include and strengthen
the weaker players in the value chain development process.
The relationships (vertical and horizontal) should be transparent
and the efficiency of the enterprises should be based on price
and productivity in the value chain.
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2 Market place in district Swat  (LP North area)
3 Market Research Study in Medicinal Herbs and Aromatic Plants, November, 2003.



Every value chain is different according to its length, the
transformation processes involved, the organisation of the chain
players, the competence of its actors, etc. For instance markets
for high quality and perishable goods (fruits & vegetables) require
greater competence of chain members, coordination efforts and
leadership than others such as nuts and other dried products.

In private sector development value chain approach provides
the holistic understanding of the whole system in which weaker
players including farmers, being a part of a system, fully
understand the operations of the chain along with the surrounding
environment of prevailing services and policies affecting their
business. Being an analytical and operational tool, it assists in
identifying what, where, when and with whom to intervene in
the chain for achieving the improvement objectives of the value
chain.

Objective and working methodology of IC in the value
chain approach

“Making value chain work for the poor” is the main objective
of IC Pakistan. Having pro-poor value chains is about promoting
growth among actors involved in a certain chain i.e. to provide
employment and income opportunities to the poor. The approach
consists in two steps: a thorough analysis of the market systems
among the actors of the chain and their business environment.
Based on the analysis then, value chain improvement plans can
be designed with associating the several stakeholders who
adhere to a shared vision. The analysis is carried out by
considering three dimensions of the market interactions between
the actors of a chain: micro, meso and macro levels which
correspond to players, supporters and influencers of the value
chain respectively. Then an appropriate implementation plan is
designed according to the vision shared by the concerned
stakeholders.

Process for analysis and development of the value
chain

The following general steps are usually followed during the analysis and development of a value chain;

• How to analyze the value chain?
Here the main objective is to identify
• Opportunities and constraints of the value chain
• Stronger and weaker players of the chain and over all governance structure
• Prevailing business development services and enabling environment

• How to design the value chain improvement strategy?
Basically the following four main strategies are developed while improving the value chain;
1. Improving products (e.g. improvements in quality, packing etc.)
2. Improving process (e.g. improvement in technology, skills or adopting innovations for value addition etc.)
3. Improving (specializing) in new functions (e.g. producer change his or her role from producer to processors with the profit 

motive etc.)
4. Moving into new market channels (e.g. selling products from village to national markets or from national to international 

market etc.)

• How to implement the value chain improvement strategy?
Here the main task is to formulate the action plan for achieving the objective of the value chain improvement through the
consensus of all the concerned stakeholders.

The following points are being considered during itsimplementation;

1) WHAT needs to be done in order to take advantage of the opportunity?
2) WHO one is going to do it?
3) WHEN it is going to be done?
4) HOW one is going to do it?
5) For WHOM is the benefit (clients and beneficiaries)
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Role of facilitator from analysis to intervention of a value chain:

• The facilitator should have clear understanding of the whole value chain before implementing any intervention in the value
chain.

• The facilitator should only intervene in the value chain when there is a real need/demand from the others stakeholders with
the objective to improve the efficiency and service delivery in the value chain.

• The facilitator should avoid in taking the roles of the market players and their actions must always look for the opportunities
for “crowing in” the market functions and value chain players.

• Provision of any incentives should be with clear time frame and exit strategy

The following functions of the facilitator are being envisaged in the value chain;

• Capacity building
• Technology transfer/know how, information dissemination
• Linkages development (horizontal & vertical)
• Conduct feasibility studies, market surveys, business plans preparation
• Periodical analysis of the market and monitoring
• Support key stakeholders in Research & Development
• Promotion through electronic & print media,

Value Chain Promotion under the Livelihoods Programme:

The value chain promotion approach can be applied independently as a project or may also be employed next to other development
approaches. The Livelihoods Programme is the consolidation of previous projects (PLI, IPRP, CBRM and FFSP) in Pakistan with
the aim “to improve the quality of life and reduce vulnerabilities of marginalized communities in rain-fed areas of NWFP”. In the
projects prior to LP much work had been done to improve the incomes and assets of the poor through bringing improvement in their
income generating activities. These improvements have been carried out in the products related to natural resource management.

Based on the development process started in the previous projects of Intercooperation, the Livelihoods Programme has adopted
the value chain approach. This approach is complemented by addressing other poverty aspects like access to education, provision
of small infrastructure projects and capacity building of rural collective institutions for effective and efficient participation for the
livelihoods improvement.

After the identification of potential subsectors/products, Livelihoods Programme has selected various value chains to intervene as a
facilitator with the main objective to enhance income and employment opportunities for the poor. The value chains, the analysis of
which have been completed and improvement plans are being implemented include Pine Nut, Walnut in district Chitral, Medicinal
and Aromatic Plants in Chail valley of district Swat, Honey and Groundnut in district Karak , Anardana and milk in district Haripur.



Example of a value chain map: The following map of medicinal and aromatic plants value chain in district Swat shows the flow of
the produce in percentages;

The value chain map of Medicinal and Aromatic Plants shows that there are at least three options available for collectors to
sale their produce. Among the three options the most widely used one is that of the local wholesalers/stockists at Madyan
market. At the second level of the map, the produce goes to the down-country traders or commission agents (in Akbari Mandi
at Lahore) from where the produce reaches to four main actors. The most important on is the Pansaries who though are small
individual agents but accounts for major volumes thereof. A simplified channel for the international market involves at least three
market actors through whom the produce moves to international buyers. The export of value added products is made directly
by the manufacturers of the herbal medicines which constitute about 20% of the whole supply.

Conclusion:

A value chain approach starts with the assessment and identification of the potential products or sub sectors by realizing the
concentration of added value at each step of the chain. The role of facilitator should be the identification of the fair distribution
of these added values, possible constraints and opportunities in improving the efficiency of overall value chain.  Efforts should
be made to avoid exploitative function of the market players and any intervention in the value chains should have positive impact
and be acceptable to the concerned stakeholders.

The Livelihoods Programme has the objective to promote the fair and equal opportunities for the weaker players of the value
chain in accessing markets and in obtaining employment. Project interventions in the value chains of Pine nut, Walnut, MAPs,
Honey, Ground nut etc. has shown some marvellous impacts in bringing improvement in the life of the poor rural people.
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The ‘Livelihoods Programme’ (LP) started in January 2008. It operates in districts Chitral, Swat, Buner,
Haripur, Karak and Dera Ismail Khan in NWFP. It merged and capitalized on the successful elements
of four previous IC projects under one programme. The programmatic approach provides an opportunity
for replicating and up-scaling relevant successful components. LP aims at increasing the effectiveness
and efficiency of SDC's development assistance in NWFP. The Sustainable Livelihood Approach (SLA)
and Human Right Based Approach (HRBA) form the basis of the Programme. LP supports people in
improving their livelihood strategies based on their potentials and with concrete means to reduce their
vulnerabilities caused by various factors such as natural disasters. Programme interventions are designed
to emphasize on the rights of marginalized women and men (rights holders) and obligations of state
institutions (the duty bearers). LP strategically builds local capacities and service delivery systems around
specific resources (products or value chains), aiming at empowering communities to deal independently
with various service providers. LP is implemented in close collaboration with the GoNWFP under a
Memorandum of Understanding. For field activities, two geographical hubs have been established in the
North and the South of NWFP. The Programme Steering Committee (PSC) comprising of representatives
from SDC, IC, Government, civil society and the private sector is responsible for providing strategic
guidance to the programme.

The Livelihoods Programme


