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6. PARAMETERS FOR GENERIC VALUE CHAIN ANALYSIS AT
UNIDO

Opverall, the review of theories and approaches presented in this working paper confirms the value
that value chain approach adds to industrial development. There seems to be ample scope to use
value chain analysis as a diagnostic tool in many of the project interventions UNIDO promotes in
its Member States. Particular advantages to develop a common tool for value chain diagnostics at

UNIDO include:

* It could lead to a systemic and holistic understanding of the value chain development
contexts in partner countries identifying not only some but all development bottlenecks
and opportunities.

* It would form a solid basis for identifying points of intervention and provide information
on how to foster industrial development.

* By involving a broad range of development organizations and actors, it can contribute to
consensus-building for solutions among stakeholders with very different interests and the
possibility to implement such solutions will be increased.

* It would provide a common rationale for interventions not only of one UNIDO Unit but
all UNIDO Units and would therefore increase intra-organizational coordination. It could
also help identify areas where UNIDO could enter in strategic partnerships for value chain
development.

* It could help in further identifying areas of high and low development impact thus
providing a stronger rationale where to engage, partner and invest and where not. This
would help UNIDO strengthen its orientation towards impact.

In conclusion, it appears promising to develop a generic approach to value chain analysis to be
applied when UNIDO programmes ate to analyse value chains and support value chain
development in Member States. However, there ate a large number of value chain analysis tools
available and it would be important to identify a niche. The tool should focus on industrial
development processes in developing countries where no unified approach seems to exist. Most
likely the required tool for UNIDO should be rather holistic than selective, in order to be able to
identify all existing value chain development opportunities. The tool would be comprehensive in
the way it provides information on a wider array of parameters covering core aspects of value chain
development with regard to structural, economic, and impact issues. Meanwhile the suggested tool
may be rather rapid than intensive, because otherwise too much funding and time would be lost to
get to the decision where to support value chain development. The industrial value chain diagnostic
tool would be ex-ante in nature but must be followed by further in-depth analysis and feasibility
studies leading eventually to concrete value chain development support actions. It should not be
confused with ex-inter and ex-post evaluation methods which particularly focus on the results,
outcome and wider impacts of value chain development projects during and after their

implementation.

6.1 MAKING USE OF THE DIAGNOSTIC TOOL

The diagnostic dimensions and parameters to be included in such a tool are summarized in Figure
4.3 and discussed in the subsequent section. In the process of further developing the tool for value
chain development indicators each of the building blocks would need to be defined and verified in
turther discussion with experts within and outside UNIDO and tested in the field.

Once the indicators are developed it would be important to develop a guideline that specifies the
details of how the diagnostics shall be performed. In the development of the guideline UNIDO
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Branches and Units must bring their particular knowledge and procedures to the table to ensure
compliance of the tool with existing analytic procedures.

The question of who undertakes the analysis and how the results are utilized is no less important
than the methodological aspects. The operation of the diagnostics that we suggest can be carried
out by UNIDO Branches, country offices, consultants, partners in target countries or any
organization that is interested in value chain development and promotion. Ideally, the diagnostics
would be conducted in a short period of time and not exceed a certain budget level. The idea here
is to gather qualitative and quantitative information to rapidly come to a judgment if it makes sense
to support value chain promotion interventions and at which levels and functions to start with.
Often, the need for in-depth analyses only arises as ideas for market development and upgrading
emerge in the process. Overly ambitious chain studies at the outset can be quite counterproductive
as they consume time and money and bear the risk of “analysis paralysis”. The rapid diagnostic tool
that we suggest, however, is not meant to replace more in-depth analysis of certain aspects of the
value chain which may need to be carried out after the decision if and how to support the

development of the value chain.

The information to be gathered for the diagnostics should draw from secondary data available
(value chain analyses nowadays exist on almost all commodities and products) but also take into
account national statistics, collection of sample data (e.g. on prices, costs and margins) and
interviews with typical chain actors and stakeholders. Generating information and using it have to
be conducted in iterative steps following the logic of the framework. If it is too difficult to get
quantitative information on certain value chain dimensions a qualitative discussion of the risks and
opportunities needs to be conducted, this may apply particularly to the dimensions of

environmental and development analysis.

6.2 PUTTING VALUE CHAIN DIAGNOSTICS IN THE CONTEXT OF VALUE
CHAIN PROMOTION

Once developed and tested, the tool should be applied as part of an entite process of value chain
promotion (see Figure 6.2). In this process, first the chain to be studied needs to be identified, a
process which is usually led by UNIDO partner countries but in which the know-how and advice
of UNIDO are also relevant. Second, the chain needs to be diagnosed according to the dimensions
in the tool. Third, partner countries, potential beneficiaries, value chain actors and other potential
development agencies need to be brought to the table to define how value chain development
interventions should be financed and implemented. Eventually, further studies need to be
conducted in areas prioritized by the diagnostics or where further information is required to judge
the feasibility of implementation. Of paramount importance in the design is also to identify sources
of investment. Finally, the value chain promotion interventions get implemented and subsequently,
evaluation needs to be carried out to monitor progtess, identify measures of adjustment and assess

results and impact.
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FIGURE 6.2: PROPOSED PROCEDURE FOR VALUE CHAIN DIAGNOSTICS
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CONCLUSIONS

Value chain analysis provides important information for decision making in value chain
development and support: it focuses on development options and allows identifying intervention
opportunities. Value chain analysts, based on diverse approaches and preferences for development,
have developed a wide variety of tools and methods to analyse value chains and have applied them
in different developing country contexts.

However, the existing approaches are not particulatly specific to industrial value chains in
developing countries. Furthermore, the existing tools lack objectivity with regard to the subject of
analysis and the solutions they can provide. Most tools are designed to promote value chain
development of a certain type, e.g. employment and decent work conditions, small-farmer
development, economic growth, competitiveness, market access or compliance with standards, just
to name some examples. These tools come into play when decisions, if and how to develop the
value chain are already made. Obviously, at this stage such tools only deliver what they are designed
for but not a holistic picture over the entire range of value chain development potentials.
Comprehensive industrial development, however, cannot allow itself to look into partial
development solutions; there atre all economic, social and environmental development objectives to
be considered while poverty alleviation, economic growth, livelihood improvement and market

development are all part of this.

The development of a tool for holistic but rapid value chain diagnostics for industrial development
could change this situation. It could help develop quickly a rationale for overall chain development
at the eatly stages of the value chain development effort and then provide insights on which critical
aspects and opportunities the development efforts should focus on. Further analysis using the
aforementioned existing tools is indispensible in the process. In fact, the value chain diagnostics
would only constitute a brief intervention in a complex process of value chain development that
engages an a-prioti selection of the chain (usually a decision by governments or value chain actors
themselves), the diagnostics, further analysis of development opportunities, project formulation,
implementation, and monitoring, evaluation and adjustment.

Value chain diagnostics could become an important element in the rationalization and planning of
industrial value chain development if certain principles are applied, such as:

* The diagnostics do not replace industry sector or country analyses but can be part of them.

* The diagnostics cannot be in-depth, further analysis is requited to identify how to develop
certain aspects of the chain.

* Stakeholders must be heard in value chain development. If it is not also during the
diagnostics, stakeholders must be consulted before, during the identification phase, and
after, in the further analysis and implementation phase.

*  Value chain analysis should be taken as an opportunity to diagnose various development
bottlenecks and opportunities simultancously. It therefore helps coordinate and build
partnerships for value chain development in which different organizations provide

complementary services and functions.
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