Using the Value Chain Approach
oot for Pro-Poor Development

organisotion Experiences from SNV in Asia

Cannectad with Markafs

SNV Offices in Asia

Regional office

—{, T
6th Floor, Building B, La Thanh Hotel
218 Doi Can, Ba Dinh Districk, Hanoi, Yietnam
Tel: +8488463791
Fax: +58488463794

Country offices

SNV Bangladesh

IDCOL, UTC Building {16th Floor)

3, Pathapath Kawaran Bazaar

Dhaka -1215, G.P.0 Box 619, Bangladesh
Tel: +880-2-9114385/ 8111235 ext 24

SNV Bhutan

PO, Box 815

Langjophaka, Thimphu, Bhutan
Tel: +975 2 322900/322732
Fax: +975% 2 322649

SNV Cambodia

house & 214, Street 302
Sangkat Boeung Keng Kang 1
Khan Chamcar Mon

Phnom Penh, Cambodia

Tel: +855{0)23726424

SHY Lao PDR
F.0. Box: 9781

Hongbone Road, Vientiane, Lao PDR ,,{

Tel: +856 21 413290,/291 " e )
Fax: +8506 21 414068 Rty

SNV Mepal P
Bakhundole, Lalitpur -

P.0.Box: 1966, Kathmandu, Nepal
Tel: +977 1 5523444

Fax: +977 1 5523155

Sat Ph, +88 216 B77 00286

SNV Vietnam R
ath Floor, Building B, La Thanh Haotel
218 Doi Can, Ba Dinh, Hanai, Vietnam Developmant
Tel: +34 4 8 463791 .
Fax: +84 4 8 463794 RRRNIFETE
[ Connecting Pessle's Capasities ]

Visil ey d



Using tha YWolus Cham Gpproach Sfor Pre-Poor Devalopmant lapariance: frem SHY in &sin

About SNV

SNV Netherlands Development Organisation is a Netherlands based interna-
tional NGO that delivers capacity building advisory services to over 2,000 clients in
33 countries in Africa, Asia, Latin America and the Balkans, In Asia, SNV provides
capacity building services to government, non-government and private sector
organisations in Nepal, Vietnam, Bhutan, Lao PDR, Cambodia and Bangladesh as
well as to a number of regional organisations and netwarks. Qur 140 advisers in
Asia work with local actors, primarily those who aperate at national and sub-
national levels, to halp strengthen their capacity to effectively realise poverty
reduction and promote good governance. SNV aims to achieve development
results in two areas: (1) Reducing extreme poverty by increasing production,
employmeant and equitable income apportunities via our work in Smallholder Cash
Crops, Pro-poor Sustainable Tourism, and Forest Products; (2) Improving the
access, coverage and quality of basic services via our work in Water, Sanitation &
Hygiene and Renewable Energy.

SNV: Glabal Presance - Local Impact
Our website: www.snvworld.org

Dur Mission: SNV is dedicated to a society where all people enjoy the
freadom to pursue their own sustainable development. We contribute to
this by strengthening the capacity of local organisations.
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Introduction

The value chain approach is an effective way of supporting pro-poor development,
It halps us to understand and better appreciate the wider context of development
issues, so that we can design interventions that are sustainable and have even
wider impact,

With its presence in Asia since 1980, SNV has built up an extensive track record in
the area of value chain development with a pro-poor focus. We have beesn work-
ing on selected value chains in pro-poor sustainable tourism, forest products and
smallholder cash crops to ensure that production, income and employment directhy
benefit the paor.

In January 2007, a group of SNV advisers met in a writers” workshop to share
their experiences and document the lessons learned from using the value chain
approach to promote pro-poor development. This booklet is the result of that
workshop and our advisers’ shared knowledge and practices.

The main aim of this booklet is to provide value chain practitioners with insights
into how SMV Asia uses the value chain approach for effective poverty reduction.
It presents SNV's approach and experiences in identifying value chains with a high
pro-poor impact, analysing the constraints and opportunities in value chains,
devaloping intarventions to improve the performance in value chains and assess-
ing the impact for improved income and employment. It also shares some of the
lessons learned during our interventions, with examples and illustrations from our
work in pro-poor sustainable tourism, forest products and smallholder cash crops
from Bhutan, Nepal, Lao PDR and Vietnam.

The booklet is divided into three sections:

# Section One outlines SNV's approach to using value chain development to
support pro-poor development;

# Section Two details some of the cases and shares some of the experiences
which have informed our approach;

# Section Three summarises some of the key lessons which we have learmed
from each of the cases, and which we hope you can apply in your own value
chain work.

We hope that this booklet will prove useful to you not anly as an informative
reference source but also as a practical leaming document.

We wish you the very best of luck in your own value chain work,

Eelco Baan

Network Leader Smallfolder Cash Crops, SNV Asia

Nico Janssen

Senior Adviser & Sector Leader Smallholder Cash Crops, SNV Wietnam
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Section One-The Value
Chain Approach
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1.1 What are SNV's priorities?

SHY Asia orients all of its activities
towards two impact areas:;

® Improving the access, coverage
and guality of basic services via
ocur wark in water & sanitation
and renewable energy;

Definition of a value chain

A value chain is:

# the segquence of processes fmam inputs for a
specific product to primary production, process-
ing, marketing ta final consumption;

#& an organisational arrangement that links and
coordinates producers, processors, merchants,
and distributors of a specific product;

#& 3 knowledge system combining information,
technology and skills to coardinate production
and marketing, and achieve high quality of
produce.

# Reducing extreme poverty by
increasing production, employ-
ment and equitable income
apportunities, This is achieved
through value adding market
chains: pro poor sustainable
tourism, farest products and
smallholder cash Crops.,

The Value Chain Approach is one
vehicle to ensure that production,
income and employment can be
increased - for the direct benefit of
the poor.

1.2 Why production, income
and employment?

Production: SNV s interested in
contributing to increased produc-
tion. More production forms the
basis of more income and food
sovereignty and equally increases
people’s freedom to choose the life
they want to live.

Income: SMNY is equally interested
in contributing to more income.
More Income increases people’s
freedom to pursue their own
sustainable development.

Employment: Being employed
means by definition earning an
income. Creating or securing
employment can prevent rural -
urban migration and contributes to
the maintenance and development
of vulnerable communities or
livelinoods.
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1.3 Why use Value Chains to
assist Pro-Poor Develop-
ment?

Value chains are one way of more
fully appreciating how local commu-
nities are linked to, and economi-
cally interdependent on, their wider
environment. Through careful
selection, analysis and development
of walue chains it is possible to
identify market-based solutions
which can be used to assist the

poOr.

The improved induslon of small
scale producers and entrepreneurs
in global value chains is one strat-
egqy to increase production, income
and employment opportunities for
the poor. However, pro-poor devel-
opment I5 not an automatic
outcome of such inclusion, which
miay also leave local producers less
empowered as they become subject
to forces beyond their control, The
contribution {or not) of value chains
to pro-poor development |5 there-
fore an important subject for further
exploration and research.

1.4 What are the major

steps involved in a Value
Chain Approach?
SHY has built up an extensive track

record in the area of value chain
development with a focus on

selected value chains in pro poor
sustainable tourism, forest products
and smallholder cash crops. SNV
has adopted an approach to support
value chain development, which is
illustrated in the figure below:

Shep 62 Step 1t
Perioimances: Walue Chain
Measurement

Step 2:
Vahie C
Selection of InMervantions Analysis

Step 41

Step
Agcesament of Tdentification of
Solutiang Harkel-hased

Schutions

{Source: Action for Enterprisa)
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Typical constraints the poor face
in a value chain

Step 1 Participatory Selec-
tion of Value Chains

Selecting those value chains that
are economically relevant and show
potential for the poor to Increase
their Income and employment at an
acceptable level of risk Is a vital first
step.

Mapping the relevant tangible
rincomes, employment, traded
volume) and Intangible parameters
rknowledge, quality requirements)
within a value chain can, for
instance, make clear how benefits
are distributed, where the poor are
involved in the chain, or how infor-

Lack of information (markets, prices, standards);
Low, unfavourable quality;
Low or unreliable demandy supply;

Low yields;

Low levels of organisation;

Fluctuating

price;

Insufficient available credit;

Low level of trust;

Contra-productive government policies.

Expariances from B4 In Asea

mation about quality levels is shared
between various chain actors,
Outside the chain it might be
relevant to map out the rules and
regulations governing the behaviour
of chain actors, such as land use
rights, trade tariffs or transport
regulations.,

As a result of this process, the maps
and analysis lead to an overview of
constraints that can be tackled by
actors within and outside the chain,
in order to raise the income and
employment opportunities of the
poor,

Step 2 Pro-Poor Value Chain
Analysis

An in-depth analysis Is nesded to
fully understand the opportunities
that chain actors possess, and
constraints that currently limit them
from realising their full potential
within the value chain. Too often
cholces for development are made
without a clear understanding of the
position of the poor in the chain,
which exposes them to high levels
of risk, often resulting in market
fallure. Specific attention to the
position of the poor in the value
chain, and what prevents them from
establishing a stronger position in
the chain, is needed In order to
develop interventions that are
within their capacity to adopt and
which will mot expose them to
further risk.

Using the Wolus Choln Aggeasch ter Pro-Poor Devalopmant Eniparessg as From 54 in Agen

Mapping value chains is one way of visualising the complex relations within them. It is a
useful tool to simplify the flow of goods, information, etc, in the chain, Additional informa-

tion abowt prices, volumes, value added services can be inserted around the chain.

One way of mapping value chains is o use picturas to represent different processes or
stages in the chain. This can be especially useful when someone is talking about a not so
well-known product or when 5/he presents it to a larger audience in a presentation.

The above is an example of the Dried Longan value chain from Son La province in Narth-
west Vietnam.

In this step, it is nat yet necessary
to identify the provider of the solu-
tion or how the solution will be
provided.

Step 3 Identification of
Market-based solutions

The focus of this step is on identify-

ing solutions that address business
constraints in a sustainable manner,
within the market. Whilst the provi-
sion of solutions is often seen as the
role of the development agency, in
market development thinking (of
which value chain development
forms an integral part) the stimula-
tion of thase providers is seen as
the key to sustainable success.

These market-based solutions
{commercially oriented and provided
by the private sector) include train-
ing, finance, market access, tech-
nology development, information,
product development and advocacy.

The focus here is not on the con-
straints that the actors face in the
value chain but rather on the pos-
sible solutions that are available to
them. For instance, a constraint
may be worded as “inappropriate
tachnology for longan drying™
whereas the market- based solution
would be “access to improved
drying technology”.

Identification and prioritisation of
possible solutions are key steps in
the development of a value chain
development strategy, in order to
make the chain as a whole more
competitive, Through the prioritisa-
tion and ranking of opportunities,
the optimum market-based solu-
tions can then be selected.

Step 4 Assessment of Solutions

The assessment of market-based

solutions concentrates on three

elements:

» Identification of private sector
solution providers;

® Determination of whether or not
the solution can be provided in a
commercially viable way; and

® Identification of constraints on the
demand and supply (provision and
use) of the solutions.

The focus is often on so called
‘fee-based’ aor "embedded services',
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Fee-based services are specially
targeted and provide services
through a third party {consultancy
companies, training Institutes, etc.).
Meanwhile, embedded services are
part of any business transaction
between two actors. For instance, a
retaller of fertiliser may provide
technical training on the use of
fertilisers to his customers.

& clear understanding of the best
options, both from the supply and
demand side of the service, will
contribute to a better design of
interventions for the development
of the value chaln.

Step 5 Identification and
Selection of Interventions and
capacity building of clients

The cornerstone of the whole
approach is to focus an the critical
constraints and opportunities that
hold back growth, and design
interventions that benefit all actors

Examples of working with local organi-

sations in Asia

# The Assoclation of Small and Medium Enter-

prises (ASME), a provincial business member-
ship organisation, is one of the local partners
SNV s working with in Ninh Binh province,
Vietmam. SHV advises ASME on its service
development and the organisation of public
private dialogues.

SNV Bhutan supports Reglonal Trade and
Industry Offices in providing business services
to micro and small entrepreneurs.

Expariances from B4 In Asen

in the chain and have potential to
become wiable solutions to be
offered by local service providers.

Wherever the Interventlons take
place, SNV works to ensure that key
actors (public, private and civil
soclety) are supported and that
local organisations remain in the
driving seat. In addition, we help to
bulld local market mechanisms
instead of distorting them.

Extensive experience in business
services market stimulation has
demonstrated that the selection of
partners and clients is crucial when
it comes to sustalnabllity issues.
Sometimes the local context doesn't
provide many options. Therefore, in
selecting suitable partners and
clients, It is important to ensure
that two key guestions are
answered:
#® who does and who pays for the
interventions?, and
# can the poor benefit from the
Interventions?

This is further explained in section 2
where a series of cases is presented
which focus on how interventions
with dients can lead to improvements
for the poor in the value chain.

SNV provide the following services

to local organisations:

& Advisory services;

# Knowledge development,
brokerimg and networking;

# Lobby and advocacy;

# Local capacity development
funding mechanisms.
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Step 6 Performance Mea-
surement

The averall goal of our value chain
development work is to strengthen
the capacity of local organisations
and to enable them to create more
production, employment and incomaea
for the poor, All of our activities and
advisory work are aimed at reaching
this goal.

Assessing change starts before
interventions are planned, The
guiding question is "What do you
wish to change?” This leads to a
causal chain for desired impacts,
which in the end should result in
higher incomes for the beneficiaries,
Depending on the context and
intervention, this causal chain
consists of one or more sheps.,

Each step in the causal chain of
change is measured with matching
intermediate indicators, To come up
with indicators, the area of the
intervention provides the frame-
work: do you want to measure
impact at the beneficiary/enterprise
{within the chain) level, the linkages
level, the service market level or at
the palicy level?

1.5 What are the entry
points to Value Chain Devel-
opment?

Value chain development offers a
systematic approach to economic
development. Any value chain
comprises of three key, and equally

Examples of indicators at different
intervention levels:

® At enterprise/ farm level: productivity
(yield), profitability, market performance
(sales volume);

® Linkages: strength of linkage (frequency of
contacts, dependency, trust) objective of
linkage (information, monetary transaction);

® Supporting services: service demand
(number of customers, awarenass), supply
capacity (number of providers, guality of
SErvices):

# Legal and regulatory framework: number
of regulations affecting the value chain,
number of government agencies invahmed,
‘cost” of dealing with the government.

important, components, as illus-

trated in the figure below.

# The primary value chain
process s concerned with the
range of business activities
required to bring a produckt or
service from conception to
consumption.

® A variety of business services
{Including financial services) are
provided by different actors from
government, private sector and
civil society, adding value to the
product or service,

#® The enabling environment of
the value chain includes,
amongst other things, sector
policies, the legal framework and
awvallable infrastructure.
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Business Services - add value

Access to finance Market access

Input supply

Expariancad Irom SHY in Ades

Storage & transport

Training & technical assistance

Technology & product development

Primary Value Chain Process

Policy / advocacy

mm

Enabling Environment - establish parameters

Legal framework (food laws, royalties, taxes)

Economic climate [investmeant)

Sector policies

Political framework

Physical Infrastructure (roads, electricity, water)

14

1.6 What role does SNV play
in creating sustainable
impact?

SHY believes that eliminating pov-
erty requires more than economic or
technical improvements. Eliminating
poverty entails empowering the
poor, Improving governance, and
increasing people’s ability to provide
for their own needs and make
informed cholces. As a result, SNV
works to improve the capacities of
individuals, organisations and
societies to take action to solve

thelr problems and to continue to do
50 In the future.

SNV services are offered to local
organisations who cannot afford
such services in a commercial
market, Capacity bullding for impact
Is provided, In partnership with a
growing number of local capacity
building organisations, to local
organisations who demonstrate a
clear drive and willingness to con-
tribute to poverty reduction.

SNV conslders the value chaln
development approach a major

Wsing the Valua Chain Aggaaach Fer ProPoar Devalopmant Expaisess as Fress B0 in ldes

vehicle in achieving pro-poor devel-  but also in terms of their ability to

opment in selected sectors, We provide capacity building services in
follow the model outlined in the six  all three areas of primary value
steps above (Section 1.4), One chain development, business

majar shift is in the focus on inter-  services to enterprises and the
mediary (sub-national level) actors, creation of a pro-poor enabling
not just for the provision of services  environment.
{as described in the figure below),
Public sector Private sector

From this...

Donor fuding

Commercially Viable Provider '

Donor/Govt Facilitator “S88  Commercially Viable Provider MSME

Commercially Viable Provider

(Source: Action for Enterprise, training materials on Value Chaln Development, 2007)
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Section Two -
The Case Studies




Uging ths Valus Chain Appreach for Pro-Pear Devalopmant

Fxparisnces from SMV in dra

SHV provides capacity development services to organisations involved in the three main
components of the value chain, as identified in section 1.5, Qur services include:

® strengthening supporting services, and
® enhancing the enabling environment.

leveraging linkages within the primary value chain process,

In the sections that follow, our pro-poor value chain development experience will be
shared with you by presenting case studies reflecting the thres areas above,

2.1 Leveraging Linkages

Having worked on the selected
value chains, we have found the
following generic constrainks!

& They originate from a production
focus without much emphasis on
market demand in terms of
guantity and guality. Information
about market demand is not
being passed from consumers to
the primary producers.

& Production and processing are
often outdated and innovations
are absent,

# Production is scattered and there
is a lack of a common agenda
between the various value chain
actors,

Value Chain Analysis helps to iden-
Ltify and guantify the above men-
tioned constraints, Improving link-
ages amongst value chain actors
[either between producers in groups
ar between different actors) and
ather stakeholders {local govern-
ment, civil society, and service
providers) has proven to be a
method to develop a common
agenda and find wavys forward to
develop interventions at different
levels in the chain,

The role of the poor in value chains
is often limited to only the low value
steps in the chain: providing unpro-
cessed materials or supplying to low

Ueing the Yalus Chain dggraach fer Pro-Poor Development

end distribution channels. Two
strategies can be employed to
improve this weak position, Thess
strategies usually work hand in
hand as pro-poor interventions nead
a mixture of both to become
succassful:

& Value Adding though devel-
opment of additional pro-
cesses in the chaim: Identifying
whether or not there is value
adding potential for the poor by
taking up additional roles in the
wvalue chain. For instance,
producers could add value to
their fresh products by also
doing (part of) the procassing
and sorting.

# Value Adding through devel-
opment of inkages between
chain actors: Strengthening
contacts between actors in the
chain to develop long lasting
agreements which offer

certainty. Organising actors into
groups so that they can offer
mare valume and therefors
enhance their bargaining posi-
tion, for instance through the
farmation of producer groups.

Organising smallholders into farmer
groups can play an impartant role
in value chain development, Group
building can have multiple benefits,
such as raising farmers’ awareneass
and increasing their understanding
of their position and role in the
value chain, Groups can be reached
more efficiently by extension service
providers, as they can fadlitate a lok
of farmers at one time rather than
just making contact with individual
farmers.

Producer groups are of particular
importance to pro-poor value chain
development. In countries such as
Lao PDR, Vietnam, Bhutan and
Mepal, the cultivation area per
household is very small, lzading to
difficulties in product quality man-
agement for processors, Forming

s groups can solve this problem as
= the collective action and social
. cohesion of the group can stimulate

gquality awarenass and improve their
negotiation position in the value
chain.

Cases 1-4 feature examples of
farmer and producer groups, as well
as examples of how production has
been upgraded and horizontal
cooperation improved,

Exparisnces from SWY in Ao
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The Challenge:

Cardamom has been a major cash
crop in Mepal for the past 30 years.
Some 25,000 households are
involved in the production of almost
5000 metric tons of cardamom per
yvear. Most of the producer house-
holds are smallholders who work In
Isolation from one another. This has
resulted in limited bargaining power
with the more organised traders and
exporters, who can demand a
premium price. The maln challenge
has been to develop a value chaln
strategy though which poor rural
producers can derlve more benefit
from the premium price that traders
offer for high grade dried carda-
yyiely gl

SHVY intervention:

The strategy to develop the value
chain focused on four different
interventions:

# Farmers groups’ capacity
building: Capacity building of
local partners, mobilisation of
cardamom farmers groups,
developing cardamom farmers’
network, provision of farm
management training, research

Expariancad ram SHY ih Adss

Cose 1. Empowering Cardamom Farmers through Improved Linkages
sector: Smallholder Cash Crops
Couniry: Nepal

and development {Improvement
of cultivars and crop diversifica-
tion} to increase the vield and
improve quality.

# Drying Technology Upgrad-
ing: RAD on improved drying
technology, prometing twe drum

Wsing the Valua Chain Aggdaach had PraPosr Devalapmant

cardamom drying technology
and promoting services for
drying technology to produce
smokeless cardamom to meet
market demand.

Access to finance: Promoted
two local cooperatives catering
the needs of the cardamom
smallholders, among others;
development of outreach plans
of these co operatives. The
objective is to increase the
bargaining power of the produc-
ers, by providing them with easy

access to finance.

# Marketing and market link-
ages: Capacity building of local
business membership organisa-
tions (CCIs) by linking them with
national level expert services
providers.

SMNV’'s role has been to provide
advisory services to enhance the
capaclty of the local service provid-
ers in relation to value chaln dewvel-
opment, networking, knowledge
brokering and resource linkages.

Achievements:

Farmers groups’ capacity build-
ing: Local partners documented
best practices and lesson learmed
from the field and organised a policy
level workshop at national level,

Drying technology upgrading:
SNV MNepal together with local
partners Initiated a pllot R&D
programme on improved drying
technology. After a successful
demonstration in the 52 cardamom
groups formed at cluster level, 550
smallholder farmers were mobilised
with the aim of drying &0 Metric
Tons of improved cardamom per
year.

Access to finance: The local level
financial institutes/co operatives are
already working to provide loans to
cardamom farmer groups.

Expaivess ad Fresss BNV in ldss
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Hnrl-:etlng and Market linkages:
Im June 2006, Cardamom Farm-
ers’ Group estahllshed a district
lewvel network for collective
marketing, for addressing Issues
related to cardamom farming
and to create an advocating
mechanism to reach the policy
makers.

& The district level traders have
agreed to glve a premium price
of 7% to 10% to the cardamom
growers over the local market
price.

The lessons learned:

The selection of cardamom which Is
grown by many smallholder farmers
in Mepal has been the right one as It
has not only helped to create
income opportunities at the local
level but has also helped to achieve
national poverty reduction targets
through sector development and
export growth. Other lessons
learned include:

# Keep the whole value chain in
mind: This allowed us to identify
other actors during the develop-
menk process. For instance, the
involvement of the chambers of
commerce only became evident
once production had been
upgraded.

# Identify key actors: The
adoption of the value chain
development approach provided

Enpariances from B9 In Area

an opportunity to identlfy the
key actors that are involved in
the cardamom chaln and develop
appropriate strategles.

Involve external expertise:
The involvement of external
expertise for the partner organi-
satlons was invaluable. These
Included: expert services during
the sub sector study and differ-
ent activitles such as the market
study, the study on improved
farming practices, and exposure
visit programmes for the local
value chain actors.

eing the Yalve Chaln Apgeraach e Pro-Poor Devalopmant

Case ?. Facilitating tea farmer groups to improve access to the green

tea value chain

Sector: Smallholder Cash Crops

Country: Vietnam

The challenge:

In Thai Nguvyen province {B0km
north of Hanoi), tea plays an impor-
tant role In income and employment
generation for 28 manufacturers,
traders and owver 66,000 households
who work as tea

producers/ processors. Thai Nguyen
green tea is famous in Vietnam and
is produced predominantly for the
domestic market (around 75%). The
price for tea in the domestic market
is significantly higher than for
export. Thai Nguyen tea has demon-
strated slow growth in the past few
vears. It has lagged behind other
provinces due ko low investment. All
three stages of the tea value chain -
production, processing and trading -
revieal major weaknesses. The tea
crisls of 2002-2003 was a big shock
for producers and SMEs, and is still
felt to this day.

SHY intervention:

A long term objective of the SNV
support to the Thai Nguyen tea
value chain is to promote its com-
petitiveness for sustainable poverty
reduction, job creation and profit
increase for chain actors, especially
the poor smallholder producers and

processors, through improving the
quality of tea production and link-
ages between tea growers and
processors/manufacturers.

One of SNV's support activitles was
ko build the capacity of local service
providers {such as the agriculture
extension centre and plant protec-
tion sub department) to promote
tea farmers’ groups in four districts.
The members of these groups
mainly produce tea for their house-
hold income. The motivation for
households to join these groups is
ko learn from members about tea
cultivation techniques and market
information, to develop more
bargaining power by working with
their partners (tea enterprises), to
improve tea quality and to improve
the linkages between themselves as
producers and processors. In 2007,
30 groups were strengthened on
group management, basic market-
ing skills, processing and other
topics.

Achievements:

The farmers’ groups have been
running successfully for more than
two years. The impact assessment
of Integrated Pest Management

Eniparessg ag Froms BN in Azen
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(IPM) groups, evaluation report and
the analysis of the soll and dried tea
quality conducted in late 2006 and
2007 highlighted the following
major results of IPM groups:

* Safer tea leaves produced:
Farmers arganised in groups
have applied production proto-
cols for IPM tea and are reducing
their use of and exposure o
chemical pesticide. Tea quallty
testing showed that no biecides
could be found In the processed
tea in IPM groups. Heavy metals
in teas produced by IPM groups
have been reduced significant
compared to that produced by
non IPM groups. By applying IPM
methodology soll quality was
improved compared to tradi-
tional cultivation. More than 600
group members applied this
methodolegy, and an even larger
number of tea farmers in nelgh-
bouring areas have been influ-
enced by the activities of these
groups. They are now better able
to operate in the market
oriented environment.,

* Increased income from green
tea production: Two IPM
groups sold thelr tea at a nearly
50% higher price in late 2006,
Fertiliser purchases have been
reduced by over 75% per hect-
are on an annual basis.

* Improved access to the mar-
kets: Two farmers’ groups have
developed a link to the market in
Hanol for selling IPM tea at a
higher price than for normal tea.
Apart from tea production,

farmers’ groups have gradually
expanded over time to include
the post harvest and marketing
aspects of tea. Groups have
regular meetings and contact
with tea enterprises as their
buyers. However, the coopera-
tion between them has not been
as effective as hoped due to a
lack of trust and incentives from
both sides.

The lessons learned:

#* Promote farmers’ groups:
This has been an appropriate
approach as through them the
concepts of quallty management,
marketing and business linkages
hawve been introduced.

# Build their capacity: Capacity

building for farmers groups,
especially on marketing and
group cooperation, are impera-
tive and most appreciated. It
worked In Thal Mguyen thanks to
the existing set up and support
from relevant government
agencies, However, the interven-
tion Is small scale and requires
intensive assistance in order to
ensure that the capacity of
farmer’s groups Is enhanced so
that they can become a stronger
partner with the private sector.

#* Involve the private sector:

Strong Involvement of the
private sectors In the promotion
of farmer groups and quality
management Is cruclal from the
beginning for effective Integra-
tion and cooperation among key
players.
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Case 3. Linking poor local communities with the tourism value chain
through a community based tourism project (the Nabji trail)
sector: Pro-Poor Sustainable Tourism

Country: Bhutan

The challenge:

The Jigme Singye Wangchuck
Matiznal Park is located in one of
the poorest districts of Central
Bhutan. More than 90% of the
inhabitants of the six villages inside
the Park lack self-sufficiency in
cereals, and their location inside a
national park limits their opportuni-
ties for earning cash income. Tradi-
tiznally, the people depended on the
forests as a source of sustenance
and income. Since the area was
made a Mational Park, however,
their use of its natural resources has
been restricted and the forest is no
longer the storeroom it used to be.
Tourism could provide supplemen-
tary income for the inhabitants of
Jigme Singye Wangchuck Mational
Park. However, community involhe-
ment in tourism is new in Bhutan
and there s limited experience in
implementing community-based
tourism initiatives.

SNV intervention:

In 2002, SNV began supporting the
Department of Tourism, Department
of Forestry, Royal Government of
Bhutan, and the Association of
Bhutanese Tour Operators in the

identification and implementation of
a pilot on community tourism in
Bhutan.

Together with local communities,
park management and Bhutanese
tour operators, a six-day trekking
trail with basic camp sites has been
developed in the Mational Park. This
enables local villagers to guide
tourists along the trail and through
the villages, showing the natural
highlights of their living environ-
ment (with the rare Golden Langur
and the endangered Rufous-necked
Hornbill), retracing Guru
Padmasambhava’s visit {the second
Buddha who came to Bhutan and
introduced Buddhism], and offering
a place for tourists to sleep.

The Association of Bhutanese Tour
Operators (ABTO) has played an
important role by connecting tour-
ists with the local communities.
ABTO has taken on the role of
intermediary between Bhutanese
tour operators, park management
and villagers, in order to facilitate
sales of the trek. The linkage
between different value chain actors
helps both communities and tour
operators by providing information
on the product to overseas tour
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operators and to receive their
bookings {including number of
tourists, need for porters and addi-
tional preducts). Information on
group size, visiting dates and special
requests (providing agricultural
products like rice or fruits, the
arrangement of cultural perfor-
marnces or a traditional hot stone
bath) is communicated to the villag-
ers through the park management.

Achievemeants:

The Nabjif Korphu trail received its
first visitors In October 2006. The
six-day trek is already being mar-
keted by 15 Bhutanese and 4 inter-
national tour operators, and about
210 households are now involved in
tourism planning and the manage-
ment of tourism in and around their
villages. Thanks to the improved
linkages between local communities
and international tourists, the first
yvear of operation attracted 70
tourists generating an estimated
USD7, 000 as direct and indirect
revenue for the 210 households in
the six villages along the trail. In
2007, the villagers received over
USDA0,000 from B1 tourists
(visiting in 22 different groups).

The villages are currently opening
up with a telephone network and
might be able to organise them-
selves to receive bookings directhy
from tour operators in the long run.

Expariances rom B4 |n Asea

The lessons learmad:

# Adopt a multi-stakeholder
approach: Tourism is a multi-
disciplinary sector and develop-
ing community tourism Iinvolves
an even wider group of stake-
holders. Therefore, it is very
important to follow a multi-
stakeholder approach optimising
the final outcome of product
implementation. A Steering
Committee consisting of repre-
sentatives of the different stake-
holders (including the private
sector and the local cormmunity)
should guide and monitor the
implementation process.

# Include tour operators and
other private sector service
providers: If these are included
from the start, when the product
is identified, this will help to
ensure its credibility. Bring the
private sector to the poor!
Involee them and other chain
leaders (often the tour opera-
tors) and possibly the final
consumers {tourists) from identi-
fication, through implementa-
tion, and up to the marketing of
the product in order to make
COmmunity tourism successful.

& Establish a machanism for

building and maintaining
links: This can help in product
formulation and in marketing
(through links with tour opera-
tors) but communication
between naticnal and local level
stakeholders can be quite chal-
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lenging. Communication and
information sharing is very
important not only during imple-
mentation but also from a mar-
keting perspective, to create
interest with tour operators.
Incorporate training and
meniter product develop-
ment: This should be provided,
preferably by or through the
private sector, at different
stages, in order to improve and
possibly upgrade the product.
Professional tour guides and/or

professional (trekking) cooks can
train local people o improve
their guiding and/or cooking
skills. Tour operators or tourists
can help to identify new products
and/or services to diversify the
available tourism experience.
Optimise the use of local
resources: Make the best
possible use of local manpower
and natural rescurces in the
implementation of the product to
ensure sustainable development
and management of the tourism
product in the long run. For
example, the local community
can be organised to provide
porter services instead of bring-
ing in horses from other commu-
nities or even flying in porters
from elsewhere.

Exparsgs &5 Fross BN in dgen
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Cose 4. Linking Research and Farming for Improved Sedge Cultivation

sector: Smallholder Cash Crops
Country: Vietnam

The Challange:

Sedge is a grass-like plant, culti-
vated in wetlands and coastal areas,
It is mainly used as a raw material
for handicrafts, such as mats,
baskets and decorative items, In
Minh Binh province, sedge plays an
impartant role in the livelihood of
about 25,000 poor households both
as a farm and as an off-farm income
source. Yet, the competitiveness of
Minh Binh's sedae handicraft sector
was declining, largely due to the
lack of attention to high quality raw
material production and processing.
Through a value chain analysis, it
became clear that the knowledge
base on sedge was very low and
that no research and development
on the production of sedge had
taken place which could support the
development of the sector.

SMNY took a strategic approach in its
support to the sedge sector of Minh
Binh by linking research and farm-
ing for improved sedge cultivation.
We have been working closaly with
Binh Minh farm (BM) in Ninh Binh
Province, which s an agricultural
company managing 689 hectares of
land, of which 170 hectares are
used for sedge planting. By 2010,

BM targets to grow sedge on 452
hectares, There are 230 permanent
workers and more than 1,000
households subcontracted as out-
qrowears,

SHV intervention:

# Invohleed BM in the sedge Value
Chain analysis so that they could
have a clear overview of the
chain;

#& Connected BM ko the finishing
stage so they could understand
the importance of quality consis-
tency;

# Linked BM with Hanoi University
of Agriculture to improve the
productivity and quality of
sedge,

Achievements:

BM increased their production land
from 170 to more than 300 hect-
ares. And the income for the 1,000
households increased by 109%
thanks to more jobs being gener-
ated by taking owver other functions
in the value chain.

BM has become an applied research
location, working together with
researchers from the University to
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increase the knowledge base on
sedge cultivation and application of
fertilisers.

EM is providing knowledge services
to smallholder sedge growers. Its
management board and technical
experts organise technical training
for households and provide seed-
lings and machinery for soil prepa-
ration.

As sedge is mainly used for making
handicrafts for export, It s very
often sold in large quantities.

Processing the raw material, includ-
ing categorising, splitting, and
drying, used to be done by the raw
material collectors. Being aware of
lowering the value of sedge mate-
rial, Binh Minh management decided
to take over the role of the collec-
tors. This not anly led to the gen-
eration of more employment for the
subcontracted households but also
guarantees more market stability
and quality consistency for the raw
sedge material.

The lessons learned:

Assume new roles: The assump-
tion of two new roles by BM has
enhanced the competitiveness for
the sedge handicraft producers:

-
& The collection of raw material

has helped to reduce transaction
costs by shortening the chain.,

#® The stimulation of applied
research and development for a
traditional craft product like
sedge has supported the quality
improvement of the product.

Exparsahsad Fross SHY in Adss
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2.2 Supporting Services

Although supporting chain actors to improve their linkages with other
chain actors is crucial, it is equally important to consider the service
markets which are supporting the value chains. Sustainability of the
interventions presented in the cases above can only be achieved if the
services to the chain actors will be continued well beyond the advisory
interventions from SNY.

By dewveloping and building the capacity of service providers (both public
and private}, their role and impact on the chain can become more visible
and clear. Examples of essential services include:

# financial services like access to credit;

* business services to develop a good plan for an enterprise; and

* knowledge services to increase access to technical or market infor-
mation.

Cases &5 and & describe how knowledge services have been used to
Improve the capacity of poor producers.

However, in remote rural regions, commercial services in support of value
chain actors are often lacking. Governments mostly respond to this by
setting up or improving public service providers like extension or plant
protection services. These are responsible for providing advice to produc-
ers through training, demonstrations and farm visits.

Farmers, however, often complain about the reliability of the service
provision. It is often not tallored to the needs of the poor and incentives
for these services to improve are lacking.

Cases 7 and 8 examine how supporting services can be improved.
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Case 5. Supperting Longan Producers with the assistance of extension

service providers

sector: Smallholder Cash Crops

Country: Vietnam

The challenge:

Longan is an important cash earner
for many farmers in Son La prov-
ince, Morth West Vietnam. It
provides direct income to around
20,000 households and many more
are employed as seasonal labour
during the harvesting and process-
ing season. The introduction of
Longan started 30 years ago and
was initlally promoted by kocal
authorities as a way to increase
forest cover on sloping land. How-
ever in Northern Vietnam, Hung Yen
province is famed for longan
production and as such the focus for
development of all necessary tech-
nologies is geared towards that
province, while in reality the major-
ity of the fresh Fruit is produced in
Son La province. As a result of
these poor knowledge and informa-
tion flows in the value chain,
processing and production in Son La
is outdated and access to necessary
services is poorly organised.

SHY intervention:

The walue chain analysis provided
proof that there is strong demand

for dried lengan. Consumers and
traders were asked to describe in
clear terms what their preferred
characteristics of the fruit are and
this information was used to find
answers to identified production and
processing constralnts.

One of the main weaknesses identi-
fied from the value chain analysis
was that poor producers had limited
access to technical knowledge,
production skills and markets. This
was addressed by strengthening the
capacity of extension service prowvid-
ers in establishing linkages with
knowledge centres and supporting
producers to form informal learning
and marketing groups.

Achievemants:

Input service providers

Private nursery owners and input
service cooperatives have been
supported to develop embedded
services for producers on upgrading
old longan varieties to new varieties
through tree grafting.

Support for producers
The agricultural extension work-
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ers hawve started to organise inter-
ested farmers into producer groups.
With the groups, action plans have
been developed based on identified
needs. Group management train-
ing was provided by the extension
service providers and technical
training was provided by a frult
research institute who have identi-
fied suitable varieties.

After one season farmers have
Iindicated that working in groups has
improved their confidence and that
they have managed to negotiate
better prices with the traders. As a
result farmers can earn up o skx
times more cash income per hectare
of longan.

Support for processors

The output of processing often smelt
like smoke and was too dark in
colour. Processors were interviewed
to identify their willingness amd
capacity to Invest in new technol-
ogy. Two technology experts were
Invited to use this information to
design a new drylng oven that
produces output with a consumer
demanded quality and fitted to the
Investment possibilities of proces-
s0rs. Together with a provincial
agriculture vocational school, a
new model has been constructed
which serves as demonstration and
training location for interested
processors. The processing model
has been Introduced in a number of
key communes for replication by
private, family businesses,
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The lessons learned:

# Make good use of the infor-
mation: Analysis from the
consumer back to the producer
gave the necessary information
required to design the correct
technolegy upgrading Interven-
tions.

# Search far and wide for infor-
mation: By searching for knowl-
edge sources outside the Imme-
diate geographic intervention
area {Son La), access to more
accurate and up to date informa-
tion was gained.

# Ensure market analysis is
thorough: Detailled economic
analysis of key actors In the
chain (producers and processors)
as well as price developments,
gave a good Indication for the
deslgn of the most appropriate
technology upgrading strategies
that would be cost effective for
the poaor.
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Case 6. Improving knowledge for Sustainable Cane & Bamboo Handi-

crafts Development

sector: Timber and Non-Timber Forest Products

Country: Bhutan

The challenge;

In Bhutan, numercus communities
depend on traditional cane and
bambog handicrafts for the majority
of their cash income activity, The
paar communities of Kheng Bjokha
and Langthel have been chosen for
SNV support as they are heavily
dependent upon such handicrafts. In
Langthel, producers fram the Monpa
fribe are actively invalved in the
age-old production of traditional
cane and bamboo handicrafts, In
Kheng Bjokha, producers devote
some 0% of their time to cane and
bambog production, and 66% of
their gross income comes from this
sector. But cane and bamboo
resources have depleted and arti-
sans have to travel longer distances
io harvest raw materials, Product
guality has not changed for a long
time and they continue o produce
only traditional products for the
same markets, Marketing is still
daone informally by middlemen who
visit their communities on an ooca-
sional basis,

SNY intervention:

The Rural Enterprise Development
Programme (REDP), funded by
UNDP and SNV, selected these two
communities as a pilot project, to
develop into a rural enterprise

model (REM).

& cane and bamboo value chain
development plan, in the form of
REM interventions, has been formu-
lated with SNV support, Some of the
activities being implemented
include:

Support to sustainable resource
management for cane and
bamboo;

® Formation of community user
groups;

* Preparation of natural resource
inventory and management plan;

® Research on natural dye for cane
& bamboo crafts;

#* Establishment of cane & bamboo
nurseries in several villages of
Kheng Bjoka,

Skills development on process-
ing and production;

* Training for processing and
praduction;

Training in quality improvement;
Training in design;

Provision of toolkit,

Market linkage Support:

® Formation of a marketing group

Exparesncas From SHY & Asla
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to link artisans to the formal
market system;

# Construction of a collection point
cum showroom [(which can also
function as location for training
actlvities).

Achievements:

Support to sustainable resource
management for cane and
bamboo:

# Management plan officially
approved by the Department of
Forests, thus securing access
rights for 10 vears for the 132
households of Bjoka, and exclud-
Ing outsiders;

# Strengthened awareness and
enhanced sustainable manage-
ment of bamboo & cane
FESOUrCes.,

Skills development on process-
ing and production:

132 artisans from five different cane
and bamboo production areas have
been trained and each |ssued with a
tool kit at the Cane and Bamboo
Technology Centre (CBTC) In
Gauhati, Indla. The tralning was
skilis development in processing and
production. This pilot training was
successful and, therefore, has been
replicated for 200 artisans In Kheng
Bjokha and Langthel by a master
trainer from CBTC who has been
recrulted for the training. The
artisans received further training
(from an international design expert
from Thailand) on the guality
Improvement of their existing prod-
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ucts and In the introduction of new

designs for the domestic as well as
international niche markets.

Ejoka residents now produce about
20 high quality products instead of
only the traditlonal baskets of
different sizes.

Several weaving centres have been
established where farmers can
jointly gather to craft their products,
learn from each others” techniques
and monitor the quality of their
products.

A solar panel has been provided by
the Community Based Natural
Resource Management project to
generate electric light, so that
farmers can complete their farm
work during the day and focus on
handicraft production in the eve-
ning.

Market linkage Support:

With the formation of the group, all
members have agreed that what-
ever they produce will have to be
s0ld solely through the group itself.
This is currently forcing the buyers
to accept the prices as determined
by the villagers.

The group sells around &0% of their
products to the local middleman,
30%: at fairs, exhibitions, and the
middieman in Thimphu, and the
remaiming 10% at the road head
showroom.

The lessons learned:
Based on the experiences gained
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through the community-based L
management of NTFP in Bjoka, the
following lessons have been

learned:

Sustainable management of the
resources: This has been ensured
by forming a community group to
whom the Government has handed
over the management rights and
responsibilities.

# Involve everyone in the
process: Management prescrip-
tions are best defined by com-
bining traditional knowledge of
farmers with technical support of
extension workers and foresters.

# Ensure sustainable manage-
ment of resources: Proper

Provide support: Once groups
hawve been formed and the
management rights have been
handed over to the communities,
regular wisits to follow-up and to
provide technical support, by
extension workers and foresters,
are essential for the successful
achievement of the defined
objectives,

Ensure buy-in from the com-
munity: The community's
interests, commitment, partici-
paticn, and feeling of ownership
play a crucial role in the success-
ful functioning of the group and
the community-based manage-
ment of the resources.

management prescriptions and Processing and marketing:

clear harvesting guidelines are L
crucial and are even maore
important than calculating
allowed harvesting quantities
rannual harvesting limit}.

# Monitor implementation
carefully: Species that are
being depleted or over-harvested =
should be collected in a group so
that farmers can monitor each
other and ensure that the
prescribed harvesting guidelines
are being applied properly.

Organisation and governance: L
# Establish clear guidelines:
By-laws for good governance of
the group are as important as
resgurce management plans for
successful community based
resgurce management.

Increase bargaining power:
The community group formation
helped increase local peoples’
bargalning power In price nego-
tlations with traders and
increased the income for farm-
ers.

Attract further investment:
The formation of a group helped
to attract further investments
from donors and the Govern-
ment in the form of financial and
technical support for further
product development.

Increase local productivity:
The weaving centres with the
solar panel are instrumental to
increased productivity because
farmers can work on their farm
during the day and focus on
handicraft production in the
evening.
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Case 7. Improving and diversifying the Public Services on offer to tea

farmers
Sector: Smallholder Cash Crops
Country: Vietnam

The Challenge:

Value chain analysis had shown that
tea exporters from Thai Mguyen
(around B0 km Morth of Hanoi)
faced difficulties in obtaining import
certificates for the European market
as chemical residues were too high.

SNV intervention:

SHY advisers have been targeting
public service providers to ralse
their professional skill levels and
ensure demand led orientation.

One SHV adviser, specialising in
extension services, has been work-
ing since 2005 with the Thai Nguyen
Provincial Plant Protection Depart-
ment o diversify their service offer
to tea farmers in order to reduce
the use of pesticides. This approach
has been successfully piloted with
farmer groups.

Achievements:

Through this SNY advisory service
an “Integrated Pest Management”
training package for farmers has
been developed. This training is
provided by the Plant Protection
Department to tea farmers. The
service is sometimes paid for by the
Plant Protection Department, using
the state budget but more impor-
tantly, tea companies are also

starting to see the benefit of this
training for their business improve-
ment and are willing to pay for this
service to farmers.

The anticipated reduction in pesti-
cide residue in dried tea has been
confirmed by the provincial health
department who carry out regular
fee based testing for tea enter-
prises.

Lessons Learned:

#* Offer opportunities for pro-
viders to practise: The recom-
mended methodology was new
to the service providers and
proved crucial in the success of
its eventual roll out.

# Ensure training meets local
needs: Participatory dewvelop-
ment of the training methodol-
ogy for clean tea services
assured that it corresponded to
both the local needs and the
capacity for delivery.

# Provide additional support:
Apart from the training method-
ology, organisational support to
the service provider to develop
further project proposals to their
funders was cruclal for follow up
beyvond the SNY intervention.
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Case & Enhancing the skills levels of the extension network to offer
improved support to longan farmers

Sector: Smallholder Cash Crops

Country: Vietnam

The Challenge:

Son La s a remote, mountainous
province in Morth West Vietnam.
Through the loengan value chain
analysis it became clear that farm-
ers were in need of up to date,
accurate technology for longan
orchard management. Public service
extension workers were capable of
providing seedlings but did not have
the capacity to deliver orchard
management information.

SNV intervention:

An agreement was reached with the
provincial extension service to
provide technical support, group
formation and business training to
poor longan producers in order to
make existing orchards more profit-
able.

Since 1998, SNV has been working
with the Son La agricultural exten-
sion service network to increase
their capacity on participatory
extension service delivery and
provision of market information.
Having met with commune exten-
sion workers to discuss a commit-
ment to providing a longan service
package for producers, the agricul-
tural extension office made an
action plan to implement the longan
services capacity building training

plan. Trainer training was held for
commune extension workers and
farmer groups.

Achievemeants:

The investment in capacity building
has paid off. All staff of the provin-
cial extension centre have partici-
pated in the skills development
training (facilitation of farmer
groups, basic business and market-
ing skills for farmers, and orchard
management).

Staff of the provincial centre have
trained staff of the six main lengan
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growing districts in the new meth-
odology.

Commune extension workers from
mare than 80 poor communes have
been trained by district and province
extansion staff and are now apply-
ing the new participatory methods

in the field,

Farmers are applying the new
technology and are starting to graft
mare trees, They now know that the
extension workers have the skills to
provide advice to them and consult
them on a regular basis,

Lessons Learned;

In order to create outreach at the
producer level it was necessary to
develop a long term process of
upgrading generic extension skills in
order to make sure that the techni-
cal information on longan was
deliverad in the correct manner.

# Involve the provincial centre:
This ensured that the methodol-
oy was officially adopted and
incorparated into the working
principles of all extension work-
ers; something that could not
have been achieved with direct
interventions at the field level,

®# Provide reference materials:
The designing and printing of
materials for extension staff and
farmers ook time but was
eccential as farmers and exten-
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sion waorkers now hawve some
useful materials to refer back to.

Instil confidence through
training: Creating opportunities
for extension workers to practise
with the new methodology
[under guidance and coaching
from SHNV advisers) was crucial
in order to give them the confi-
dence to continue using it.
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2.3 Enhancing the
Enabling Environment

Many of the constraints faced in pro-poor development are often found in how the
value chains are steered and how rules and regulations are applied, Support to
the enabling environment surrounding the chain can shed a different light on how
the poor can be better integrated into the chain or how a province can attract
investment from the private sector to generate income and employment,

Various stakeholders such as the private sector, the government and non govern-
mental organisations play different roles in the value chain. One effective way to
support linkages in the chain, both horizontally and vertically, is through stake-
holder dialogues, or workshops. They promote awareness and comman under-
standing and establish linkages between actors in the chain, They also create
momentum and commitment for follow up by a variety of stakeholders,

Cases 9 and 10 document our experience in enhancing the enabling environment
of the sefacted value chains,
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Case 9. Suppeorting an Association of Small and Medium Enterprises for

business development
sector: Smallholder Cash Crops
Country: Vietnam

The Challenge:

Minh Binh province's (around 80 km
south of Hanoi) strong economic
development has been attributed to
the growth of the private sactor, To
ensure this growth continues, the
provincial authorities wish to
develop a positive investment
environment, Measures such as
ensuring transparency in policy
making and the provision of private
sector development services could
contribute to this.

A dialogue forum, started by the
provincial government, which allows
discussion and facilitates prablem-
solving, has already been welcomed
by local enterprises.

Minh Binh ASME [Association of
small and Medium Enterprises) was
established in October 2004 with
the aim to represent its members,
assist their development, protect
their rights and contribute to the
creation of a favourable business
environment, However, as a newly
established association in a province
where private sector development
was in its infancy, the grassroots
leadership, as well as the capabili-
ties of the association, were weak.

SHV Intervention:

Realising that the ASME's broad
membership could play a useful role
in policy making and review for the
province, SNV supportad the asso-
Ciation from early on. Initial advice
focused on preparing doouments for
registering the association, develop-
ing its charter and organising a
launch event.

Once established, SNV advisers
helped the association to build a
shared vision (through vision buikd-
ing exercises with executive board
members) and to develop a strategic
action plan for its first two years,
Clear working mechanisms for the
aexecutive board were identified and
a secretariat hired,

A valuable activity of ASME has been
to organise seminars in order to
foster dialogue between government
agencies and the small and medium
entarprises (SME) community.
Speakers from relevant government
departments have been invited to
give presentations and discuss the
challenges SMEs face with regards
to taxation, environmental regula-
tion and other business issues.
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SNV has played a process facilita-
ticn role In these seminars. For
example, the advisers provided
support in the design of a question-
naire that was used o survey
member-enterprises for issues as
input for the seminars. The facilita-
tion skills of ASME's executive board
have also been strengthened by on
the job coaching from SNV advisers.

&s the primary challenge facing
SMEs In rural areas of Ninh Binh is
limited management capacity,
management training has been the
core service provided to members.
SNV has provided support on train-
ing needs assessments and training
curriculum design to ensure that the
nesds of members are met.

Achievements:

The results of our advisory support
are that ASME has grown stronger,
and participation of SMEs through-
out the province has increased. The
assoclation has been able to gain
the trust of its members and the
local authorities, and initial results,
achlieved through working with
provincial departments, have been
encouraging.

Important business events In the
province which used to be organ-
ised by government agencies (such
as the Vietnamese Entreprensurs’
Day, and policy consultation hear-
ings with 5MEs) are now organised
by ASME.

The association’s growing reputation
has also allowed it to help members
access various business support
schemes (for example low-interest
government loans). ASME has also
been awarded government funding
te traln its members. The motiva-
tion and ownership of the member-
ship has increased in line with the
number of services on offer to them.

ASME offers a "brokerage’ service to
match members” businesses
together. Three to five percent of
any profit resulting from any busi-
ness matching is given to ASME to
fund the organisation’s activities.

Mr. Mai The He, Chairman of ASME,
says that collaborating with SNV has
given him a more strategic point of
view. ‘I am now able to see how
the assodation should develop In
the long run,” he savs. 'l realise
that ASME should be self-financing
to ensure sustainable growth. I also
realise that with more than 90
members, ASME cannot address all
the constraints faced by each of the
individual enterprises, but we can
represent them and provide some
generic business services,”

Lessons learned:

There are a number of commaon
characteristics of a successful Busi-
ness Membership Organisation
(BMO} (see the end of Case 10).
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Cose 10. Supporting an Owner’s Association to develop member services

sector: Renewable Energy
Country: Nepal
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The Challenge:

For centuries, watermills {Ghatta)
have been used by rural Mepali
communities for grinding cereals.
The availability and reliability of
watermills in part determines the
quality of life in hilly or mountainous
areas - adequate milling services
reduce the burden of carrying heavy
loads of cereals over long distances.
This task is often performed by
women and children.

The watermilis themselves provide a
livelihood for extremely poor Fami-
lies who are typlcally landless and
illiterate, with few other employ-
ment opportunities open to them.
However, in recent years the viabil-
ity of operating traditional water-
mills has come under threat
because of competition from faster
diesel-powered mills, and also
because of declining water levels
due to upstream activity and envi-
ronmental degradation. The millers
have also become increasingly
vulmerable to unfair treatment at the
hands of others, since their interasts
have not been represented by any
organisation.
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SNV Intervention:

As a response, In 2002, SNV and a
local NGO, the Centre for Rural
Technology [(CRT), developed the
Improved Water Mills (IWM) Sup-
port Programme. The alm of the
programme was to empower the
water millers and improve the
services they could offer, in order to
improve the livelihoods of both the
millers themselves and the commu-
nities they serve.

In order to make the programme
sustainable, SNV developed the
capacities of CRT so they could in
turn support the other local organi-
sations involved in the IWM

Programme.

Kavre district, in the centre of
Mepal, is one of the areas selected
for the programme.

When the I'WM programme began,
the traditional water millers of Kavre
operated in isolation, since they
lacked opportunities to meet. There-
fore, the first step was to talk to
them about the advantages of
joining together to exchange experi-
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ences. Once the millers gave their
consent, local level Ghatta Owners’
Groups were organised throughout
the district to allow similar
exchanges to take place.

After some time, it became appar-
ent that many of the Issues facing
the millers {such as negotiations
with third parties and capacity
development needs) could be
resolved locally by the Owners’
Groups. However, It also became
obvious that there were other issues
related to reglstration, tax and
water rights which required adwo-
cacy and representation at a higher
level, This resulted in the formation
of a district level Ghatta Owner’'s
Assoclation [GOA Kavre).

After GOA Kavre had been operating
for about two years, a participatory
analysis was conducted to develop
strategies for improving GOA
Kavre's functions as an organisation.
Following this, operational improwve-
ments were made, a vision agreed
and plans set out for the future. The
analysis identified several priority
needs, Including management
training for key GOA members, and
establishing a full time secretariat,
both of which were subsequenthy
arranged.

Achievements:

Almost 100 members attended GOA
Kavre’s first Annual General Meeting
in 2003. The Assoclation (with
assistance from the Alternative
Energy Promotion Centre, an apex
governmental body for the promo-
tlon of renewable energy) became a
'service centre’ for the district, with
four technicians able to malntaln
and improve its watermills. It also
organised a workshop In the district
to inform others about its services.
Word spread, and participants at the
second Annual General Meeting in
2004 more than tripled.

The association now has almost 600
members and is able to provide a
range of services to them., GOA
Kavre has also been able to estab-
lish itself as a known actor in the
district, and interest in the organisa-
tion has surged as it has proved its
worth.
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The association has been able to
advocate on behalf of its members,
for example successfully winning
compensation for mill owners
affected by upstream activity and
negotiating an agreement that river
water be used in a balanced way
during the four months of the dry
season.

It is able to offer a number of
services to members, Including
providing training on maintenance
and gender awareness. More than
300 watermills have been made
more efficient by GOA technicians;
some are also now able to offer
other services such as battery
charging, rice hulling and wood
sawing.

Marketing has proved to be an
Important service for members.
GOA Kavre identified a strong
potential market for flour milled in a
watermill, which is a superior prod-

uct to flour produced in a diesel mill.

It tastes better as the flour Is not
burnt by the higher speed of the
more modern process; It also con-
tains more nutrlents and lasts
longer when stored.

Traditionally, millers take a cut of
the produce they mill instead of a
cash payment, and those who
produce a surplus above what their
familles consumed would sell it
locally, However, today GOA Kavre
packages and sells watermill
processed flour in urban centres
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[where the profit margin is much
higher), and is now examining how
to further increase its market share.

Lessons learned:

There are a number of common
characteristics of a successful Busi-
ness Membership Organisation:

#* 5trong ownership and
common interest: BMOs
formed by businesses - rather
than by other organisations - to
address a common issue are
usually the most successful. In
other words, a strong common
interest among the members
often produces an effective BMO.
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# 5trong membership: This s

based on the number of mem-

bers, their commitment, financial
status and political influence, In
addition, BMOs should have
accurate information on mem- L
bership numbers, their enter-
prises, problems, ambitions and
expectations.

Capable leaders: BMO's leaders
are respensible for its long term
vision, policies and strategies,
and must supervise the secre-
tariat to monitor day-to-day
operations. Office bearers should
therefore be democratically
elected and must have basic
skills related to leadership and L
networking. They should also be
honest {and be known to be
honest), committed to the aims
of the BMO, have good contacts
with the authorities and be able
to personally identify with the
membership.

Competent and committed
secretariat: Office bearers have
a fixed tenure but the secretariat
is [in principle) permanent. The
secretariat is responsible for
translating the vision and strate-
gies set by the office bearers
into specific action,

Focus: BMOs which are focused
on their maln purpose are more
effective than those which try to
do too much. Successful BMOs
do not continually look around

for more services to offer but
stick to what they are good at
and try to do it as well as they
can.

Financial transparency: The
best BMOs undertake proper
book-keeping and are financially
transparent. They are in a posi-
thon to show total income and
give an accurate and verifiable
account of how this income is
used. The members should be
informed about the financial
status of their BMO on a regular
basis, in order to help maintain
trust,

Diversified resource base:
BMOs that have a diversified
funding base are the most
secure. Many BMOs rely upon
membership fees for all or most
of thelr Income, but rellance on a
single source may make an
organisation vulnerable.

Expariancas from 3MY & Asia



Section Three -
The Lessons Learned
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This section summarises some of the key lessons which SNV Asia has learmed in
applying the value chain development approach, The lessons learned will look at more
generic elements of pro-poor value chain development, as well as attempting to
provide answers to one of the core challenges: how to ensure that the potential
benefits from value chains actually reach the poor?

Analysis - selection and
analysis of value chains and
market based solutions

& good analysis of the current
situation is crucial for the selection
of value chains and potential market
based solutions. It is necessary to
find a delicate balance here between
the needs of the poor and the
demand of the market. One limiting
factor for market based solutions is
that often the poor live in remote
locations where markets are less
developed and as a result solutions
may not be easily visible at first,
That is where a good, in-depth
analysis (extending beyond the
immediate geographical scope) is
essential,

3.1 Guiding principles
in pro-poor value
chain development

In section 1.4 the steps invalved in
value chain development wers
outlined. In this section some of the
lessons learned are clustered into 3
main areas, reflecting the six steps
autlined above.
® Analysis: steps 1 to 4, as we
have to understand the value

A few principles we follow are:

& Pro-Poor focus: concentrate on
the needs of the poor and maxi- s How to get an initial picture

mise opportunities for increased of the chain? Interview a few

participation of the poor, active actors in the chain (via
® Market first: start with an focus group discussion-FGDY).

chain before considering what
action to take,

® Action: step 5, as the design of
interventions is critical, and

® Assessment: step 6, as the
assessment of development
results is another important
element, not just to demonstrate
what has been achieved but also

assessment of pro-poor market Analysis can be done over time,

potential to be used as a bench-
mark for obtaining development
rasults,

Demand led: build on demand
from local erganisations and
initiatives.

From our work in applying pro-poor

beginning with a general over-
view and then with more In-
depth analysis taking place at a
later stage, as and when the
need arises.

¢ How to avoid raising invelved

actors’ expectations during
the analysis? Involving unsult-

to leamn from the approach and value chain development we have able local actors might slow
hopefully improve on it before it encountered a number of challenges  gown the whole process. Action
is implemented again in future. and derived some generic solutions: learning or combining analysis

A48 L 49
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with small scale actions will help
to stimulate the interest of the
actors with a quick win. Be
selective with the partner
organisation, who could be

involved in the analysis from the

beginning as well as in any
fallow up action. Consider the
value chain approach as a
combination of implementation
and capacity building for lacal
partners/clients,

How to establish the critical
path of the chain? Focus the
analysis on a certain dimension
of the value chain, such as job
genaration, trade volume or
profit margins.
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Action - development of
market-oriented interven-
tions

This, of course, Is where most of the
work is done. Most of the examples
given in section 2 refer to specific
interventions that have taken place
im and around value chains. Impor-
tant elements in the design of the
interventions are to keep the focus
on results and impact and to try to
crowd-in as many others as pos-
sible. Most impact is often achieved
if self-replication or copy-cats
emerge. Quality control s also
important though as the true
improvements are often found in
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the details.

A few principles we follow in

this step are:

& Process: ensure value chaln
development is a continuous
process,

& Entry point: use private sector
engagement as a benchmark for
determining the validity of a
proposed action,

& Multi actor approach: involve
the private sector, government
and civil society,

& Service delivery: adopt an
optimal mix between public and
private services depending on
the local context and the existing
state of demand and supply of
services,

& Chain leader: identify an appro-
priate chain leader or champion,

# Business Membership Organi-
sations: whenever appropriate,
involve business membership
organisations to gain network-
ing, lobbying and advocacy
benefit.

Assessment - measurement
of results

Measuring impact is a crucial, yet
difficult step in any value chain
project. It is often only done after
interventions have been imple-
mentad,

A few principles we follow are:
* Impact definition: set clear

indicators or benchmarks to
measure impact,

& Intermediate indicators: use
intermediate {process) indicators
ko guide activities and to design
a step by step approach leading
ko the final desired impact.

Example 1:

Using inftermediate indicators can be
very helpful to guide activities and
to design a step by step approach
leading to the final desired impact.
Usually, it takes several steps
before a situation has been created
that leads to a sustainable higher
income for the target group.

Expariancas from SMY i keia
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An example of how intermediate steps are used to work towards the final
impact on increased income for sedge farmers.

an survey into

cultivation promote sedge sector == S
improved fertilizer

Increased
income due to
higher yield

Improved fertilizer

3 Cré 3
higher yields per
Nnectare

Creating a pathway of change breaks down the final desired impact into
smaller, intermediate steps describing what is achieved.

52
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Example 2:

Baseline data are the starting point
for many impact measurements. It
is therefore crucial to obtain base-
line data. In the cardamom value
chain in Mepal, extensive baseline
data were ocbtained during the
assessment and analysis phase
before starting Interventions.
Assessing change was done by
analysing the savings that were

made through improved drying
ovens.

Measuring impact using financial
data can be difficult. Often, enter-
prises and traders are not willing to
share information on prices, profit
margins and cost levels. In Mepal,
this was overcome by bullding the
trust with these actors.

Example 3:

In Lao PDR, in supporting the devel-
opment of village enterprises for the
marketing of Mon-Timber Forest
Products, the outcomes of the
impact measurement were used to
demonstrate the practice to other
organisations and villages, Very
successful was the peer-to-peer
approach in demaonstrating the
outcomes of the village enterprises,
& group of villagers went to tell
other villages about their improved
practice, thereby creating aware-
ness and interest. It proved to be a
successful way of replicating the
outcomes of the interventions.

According to Ekanath, SNV adviser in Taplejung,
this approach proved to be crucial: "We gave
traders a central role In the Interventions and
thereby created trust and had more access o the
real figures of market potential and profitability®.

How to design indicators that match the interven-
tions and capture the desired cutcomes?

"There |5 no standard way of approaching this,
but involving value chain actors to come up with
indicators Is an effective way to address this".

What to do with the outcome of the assessment?
"Assessing outcomes is not just done to come up
with an evaluation report. The cutcomes should
be used to trigger replication of the success or to
improwve the approach In a next phasa”.
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Example 4: Assessment of Luang Prabang tourism
SNV Lao PDR commisslonad a value economy and opportunities for the poor

chain appraisal of the tourism sector
in Luang Prabang. The study specifi-
cally looked at the participation of
the poor in the tourism value chain
as well as identifying potential
opportunities to increase their
participation and earnings in the
different parts of the value chain.

3.2 Reaching the poor

The main impact of value chain
development interventions should
be on the poor. Therefore, the
following principles are essential in
order to keep the focus on the rural
poOr:

An important and immediate question raised, at
the start of the analysis, was "who are the poor?”
and "how narrowly do we want to define the
target group of beneficiaries?’ There is no simple
answer to this, as income, assets, livelihood
security, urban-rural location, and role in the
household are all relevant to defining poverty and
SHV's target group. Overall, the work focused on
the ways in which benefits flow to un-skilled and

& [dentifying who the poor are and
what their needs are in the initial
analysis;

& ensuring a flow of information in
the chain;

# addressing the perception of
chain actors towards the poor as
producers;

# tackling the lack of appropriate
technology development;

# valuing the importance of knowl-
edge and skills services; and

From our effort to reach the poor we
have encountered a number of
challenges and derived some impor-
tant generic solutions:

& Involvement: Address and
involve the poor who have some
potential for economic integra-
tion and development in order to
ensure positive results;

* Opportunities: Identify the
poor in the chain and the associ-

semi-skilled Lag people, and particularly to those

abowve or below the Lao poverty line.

The basic approach of the analysis was o map
the financial fAlows in the tourism value chain by
combining information from the following three

directions

1 from the consumer: how much do tourists
spend in the Luang Prabang (LPB) economy

and on what;

2 from the enterprise or retail level: what

® designing and implementing ated opportunities as this will restaurants. crafte vendors, drivers etc. sell ko
pro-poor market based interven- help in the design of more t'l:I'IJIiEL'ItS' r.un:n-;:wEr ,;; CICII;jIEIaﬂ'E; ser-.ficeé- sold
tions. strategic and focused interven- e e R e :
tions; . .
In this context, SNV Asia has been & Exit r:trnl:-lg]r: work this out in g I’rng'l the pr?jdumki:alauul. what do direct
invalved in a variety of rural pro- advance to ensure the sustain- PrOCUCERS and warkers earn.
poor value chain development ability of the intervention.

The study revealed that in the Luang Prabang
Tourlsm economy, the food and beverage sub-
chain is the largest source of earnings for the
poor, both in terms of dollars and as a percentage
of tourist expenditure. Crafts are the second most
important sub-chain.

interventions, as outlined in the
cases In section 2 of this dooument.
A specific example on how whole
analysis can be done purely from a
pro-poor perspective is presented
belowr.
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Looking forward

This process of documentation has been a collaborative effort from a
group of SNV advisers not only to share their experiences on applying the
value chain approach but also to learm from each other. We, therefore, see
this booklet as a first step in the process of continuows leaming and
improving our knowledge and skills on pro-poor development, making use
of the tools and methods that the value chain approach offers us. Tt will
help us to further develop our products and improve the quality of the
capacity development services we continue to offer our clients and part-
ners,

SNV would welcome any feedback you may have on this booklet and we
invite you to share it with us, You can contact Mr. Eslco Baan, Network
Leader Smallholder Cash Crops, SNV Asia, ebaan@snvworld.org. Also,
visit www.snvworld.org for more information about the work that SNV
does and for further results from value chain development cases,
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