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SUMMARY 

The quality of value chain analysis (VCA) is a critical factor in determining whether a project is positioned to 

reach sustainable impact at scale.  

As set out in guidance on Value Chain Development for Decent Work (2009, updated 2015), the International 

Labour Organization (ILO) seeks to go beyond ‘traditional’ VCA to instead take on a systemic lens – one that 

sees value chains as part of a market system, where each link in the value chain (from conception through 

production, processing and distribution up to the final market) is part of a wider network of rules, regulations 

and supporting functions that are an integral focus of analysis. A market systems approach helps eventual 

interventions get beyond addressing narrow, firm-based issues and instead tackle those problems that are 

considered underlying and systemic. 

This review took place in October 2014 and applied an evaluative framework to assess the ‘systemic’ quality of 

VCA reports that had been submitted to the ILO. It considers a number of critical elements that each VCA 

report should contain in order to run an adequate diagnosis about how the value chain interacts within and is 

influenced by a wider market system.  

This review found that over 90% of VCA reports contained only a superficial level of analysis: stopping with a 

set of ‘symptoms’ of value chain underperformance. Just one report out of eighteen was able to successfully 

identify underlying constraints to inclusive growth. Not a single report managed to identify and prioritize key 

underlying constraints which would serve as a sound basis to design future interventions. 

This has important implications for the ILO’s work in the area of value chain development: 

 The failure to distinguish between symptoms and causes means that projects have limited prospects 

for lasting or large-scale impact. A common weakness in VCAs was the disconnect between mapping 

the value chain - which was done in almost all cases - and the analysis of key underlying constraints - 

which was rarely done at all. Reports mostly just identified – but did not analyse – a set of problems in 

the core value chain. The VCAs did not go deep enough into supporting market systems. As 

programmes move from a focus on one market system to another, the potential for reaching impact at 

scale increases.  

 

 VCA provides inappropriate guidance on ‘how’ to intervene, where superficial analysis risks leading 

to superficial action. In all cases, VCA reports stopped short of developing a credible ‘vision’ of how 

the market system needs to change to achieve pro-poor employment goals. Analysis is critical, but of 

course is just a means to an end. A systemic VCA needs to not only identify underlying constraints 

(which only one report did), but also prioritise which are the most feasible and have the highest 

potential impact to address (which no reports did). This means there is likely a strong disconnect 

between analysis and action – with projects jumping in to intervene based on a weak understanding of 

market systems. Not only does this limit prospects for positive impact, it greatly increases the chance 

that interventions may even distort markets and/or displace key players by doing ‘direct delivery’ or 

rolling out pre-packaged ‘one size fits all’ intervention models. 

  

http://www.ilo.org/empent/areas/value-chain-development-vcd/WCMS_434362/lang--en/index.htm
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SECTION I. A REVIEW OF THE ‘SYSTEMIC QUALITY’ IN VALUE CHAIN ANALYSIS: 

WHY IS IT RELEVANT? 

Value chain analysis (VCA) is a critical step towards developing effective and sustainable sectors that 

have the potential to create more and better jobs. For development projects this means that, in 

order to successfully facilitate sustainable change, it is crucial to understand how the value chain 

works and why it is - or is not - performing effectively for the poor.  

As set out in the ILO methodology1, a VCA involves the analysis of a full range of activities that are 

required to bring a product or service from conception to final consumers. ‘Traditional’ VCAs, 

however, often fail to dig into the underlying reasons for value chain under-performance. For 

example, if we find that a lack of information about farming techniques is reducing agricultural yields, 

the project should not stop the inquiry there, but investigate the reasons why farmers do not have 

access to the information they need to increase productivity (i.e. problems in the information 

provision system). 

The ILO therefore seeks to adopt a ‘systemic’ lens – one that sees value chains as part of a market 

system – where each link in the value chain from conception through production, processing and 

distribution up to the final market is embedded within a larger influencing network made up of 

players performing supporting functions, rules and regulations2.  

Problems identified in the core value chain need to be analyzed as supporting market systems in their 

own right. To illustrate this, let’s say an identified problem in the construction value chain is the ‘lack 

of skilled workers’. Asking ‘why’ there is a lack of skilled workers in enterprises, and looking at a 

factor market such as ‘labor’ as the center of a new supporting market will reveal deeper problems, 

for example, that job opportunities do not reach available and potential skilled employees in the 

market, who are not aware of and therefore do not apply to vacancies. Once again, by asking ‘why’ 

job opportunities are not reaching potential skilled employees, we might look at ‘job advertising’ as a 

new supporting market. In doing so, it was found that this function was being performed 

inadequately by an understaffed and unfunded public employment agency, who was providing free 

services that businesses did not value. The challenge – as depicted in Figure 1, below – is to move 

away from just identifying the problems in the core value chain towards analyzing the ‘deeper’ and 

hence more systemic constraints in supporting markets3.  

Such an exercise helps to distinguish between the ‘symptoms’ and ‘causes’ of value chain under-

performance, as depicted in Figure 2 below, from the building construction value chain in 

Mozambique. Here, the lack of skilled workers in the sector (a problem) is influenced by a mismatch 

between trained workers’ skills and the skills demanded by construction companies (a symptom), 

which in turn is influenced by outdated curricula in training centers which does not appropriately 

                                                                 

1 
See ILO. (2015). Value Chain Development for Decent Work guide: how to create employment and improve working 

conditions in targeted sectors, 2 ed. 
2
 See page 7 in the ILO’s Value Chain Development for Decent Work guide for an explanation of how a value chain is at the 

core of a market system. 
3
 See Chapter 2 on Market systems research and analysis: identifying the key constraints to decent work of the ILO 

Value Chain Development for Decent Work Guide (2015) for a detailed explanation on how to understand supporting 
market systems.  
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cover companies’ demands and the absence of a dialogue platform between these actors to provide 

feedback on the skills needed (underlying causes). The underlying causes - known as constraints - 

that are seen as being the most important and feasible to address have been marked in red.  

This present review sought to provide empirical evidence about how far VCAs submitted to the ILO 

have managed to identify constraints in supporting market systems inhibiting the performance of the 

value chain and, therefore, to assess how far VCAs were providing an appropriate level of analysis to 

inform intervention strategies.   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 1: Analysing supporting market systems 

 

Source: Value Chain Development for Decent Work (2015) 
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Figure 2: From symptoms to causes in the building construction value chain in 
Mozambique 

Source: Cardno Emerging Markets (EA) Ltd (2015) 

 

SECTION II. METHODOLOGY, SAMPLING AND SCORING 

Using convenience sampling, eighteen VCA reports were selected for the review. These were all 

reports submitted in the period of time between November 2009 and May 2014 to the Small and 

Medium Enterprises Unit in ILO Headquarters, Geneva. In order to avoid bias, a maximum of three 

VCA reports per country was used. For the purposes of selection criteria, a VCA was considered as an 

analysis of the full range of activities that are required to bring a product or service from inception to 

final consumers.  

A desk-based review was conducted by a team of two staff from the ILO’s Lab project4. Each report 

was assessed for the ‘depth’ of their value chain analysis into supporting market systems, according 

to the following criteria: 

1. Initial research: the report presents basic research assessing the relevance of the sector 

for the target group, the potential for job and income improvements and the feasibility 

of intervening. The study has captured a general picture of sector performance. 

                                                                 

4
 See www.ilo.org/thelab or e-mail thelab@ilo.org  

http://www.ilo.org/thelab
mailto:thelab@ilo.org
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2. Value chain mapping: the report contains a value chain map outlining the flow of goods 

and services from raw materials/inputs to the final consumer. It describes general 

problems in the core value chain. The report remains descriptive, not analytical.  

3. Value chain research (symptoms): value chain research (interviews, surveys, focus group 

discussions, among others) has been conducted and the supporting functions or rules 

that are undermining the performance of the value chain have been identified, but not 

analyzed. The report is more analytical, but the analysis is not extended into supporting 

systems, so remains a set of symptoms. 

4. Value chain analysis (constraints): the study goes deeper into analyzing the 

underperformance of supporting market systems and successfully identifies underlying 

constraints. The reader is satisfied that causes of why the value chain is currently 

underperforming have been identified and analyzed, with reference to the incentives and 

capacities of the actors performing the supporting functions. 

5. Value chain analysis (prioritized constraints): after evaluating all the findings generated 

by value chain analysis, the report prioritizes which of the key underlying constraints are 

most suitable for ‘action’ to intervene in5. A credible vision of how the market system 

needs to change to function is included. 

The reports were then assigned a ‘level’ that their analysis had reached, along a five-point scale 

where ‘1’ represented initial research only (the lowest level of quality), and ‘5’ represented the 

prioritization of underlying constraints (the highest quality): 

 

The main evaluative method deployed by the reviewers was asking the question: why? If the 

reviewers assessed that the report had asked ‘why’6 enough times and could pass a ‘common sense’ 

test that they have gone deep enough into supporting market systems, then it was deemed that 

underlying constraints had been properly assessed. 

Three limitations in the review were noted: 

Firstly, it was a challenge to collect the sample of VCA reports due to the lack of a central repository 

of VCA reports in the ILO. Instead, institutional memory, individual contacts (both at headquarters 

and in the field) and a search of the shared drive was used as the means to gather reports.  

Secondly, as analysis is not a ‘one-off’, but part of an iterative process where initial analysis leads to 

action that leads to an updated understanding of constraints in the market system, it may be possible 

that the level of analysis in many of these ‘formal’ VCA reports was deepened over time, but was not 

documented. However, this does not negate the fact that an initial comprehensive value chain 

                                                                 

5
 Taking into account intervention potential (the feasibility of stimulating systemic change). 

6
 There is no clear limit about when to stop asking why when moving from analysing one market system to another. The 

depth of the investigative process will be influenced by the available resources and capacties that shape feasibility, 
along with the project’s objectives and ambitions. See the Springfield Centre’s Operational Guide (2015). 

1) Initial research 
2) Value chain 

mapping 

3) Value chain 
research 

(symptoms) 

4) Value Chain 
Analysis 

(constraints) 

5) Value chain 
analysis (Key 
constraints) 
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analysis is an essential first step to maximize the chances of getting to an understanding of the 

supporting systems that are the underlying drivers of change in value chains. 

Finally, it is worth noting that this is a broad review of how deep the analytical exercise has gone: it 

does not make any assessment about whether the constraints identified are actually valid, or not. 

The review also does not seek to explain why or why not a quality VCA has taken place (which would 

require a much more complex level of assessment), merely whether or not a quality ‘systemic’ 

analysis has been conducted and documented prior to intervening.  

 

SECTION III. FINDINGS OF THE REVIEW 

As shown in Figure 3, the assessment revealed that the majority (78 per cent) of VCA reports only 

described a set of symptoms of underperformance in the core value chain. Only one report (5 per 

cent) went deeper into supporting markets to look at underlying causes of constraints, with no 

reports successfully prioritizing these constraints to assess the feasibility of a development 

intervention. Three reports – 17 per cent of the total – stopped at the level of a basic research, with 

either a sector description or value chain mapping.  

Figure 3: Summary scores of VCA in terms of systemic quality 

 

 

 

The review rated a VCA report with a score of “4” or more (“underlying constraints” or “key 

underlying constraints”) as providing an adequate level of analysis and a sound basis for intervention, 

and a score of “3” or below as providing an inadequate understanding of underlying constraints and 

an inappropriate platform on which to embark on value chain development. Therefore, while a level 

of analysis was offered in most VCAs which went beyond a description and mapping of the value 

chain, this remained superficial. 

Almost all reports (95 per cent) demonstrated an inadequate level of understanding and did not 

address the critical question of why the value chain was currently underperforming. There is clearly a 
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glass ceiling that is preventing VCAs from achieving their purpose of understanding the key drivers of 

sustainable change in market systems. 

This has important implications for the ILO’s work in the field of value chain development for decent 

work: 

 The failure to distinguish between causes and symptoms means that interventions are 

likely not positioned to achieve lasting or large-scale impact 

Given that potential solutions to addressing decent work deficits in value chains often can be 

found in supporting markets, when analysis does not go deeply enough into these supporting 

markets, then: 

 Analysis can lead to firm ‘wish lists’. This can happen if analysis does not successfully 

distinguish between a firm’s problems (not the direct focus of a facilitator) and the root 

causes of the sector or value chain in which they perform (the correct focus). Interventions 

then are in danger of providing direct firm support, instead of working towards stimulating 

systemic change. For example, if a farmer cooperative has poor market access because it 

cannot afford to transport produce to market and has to wait for traders to come to them, 

this is not necessarily a systemic challenge (it could be because of the poor performance of 

that individual cooperative – due to mismanagement or its geographic position). However, if 

the cooperative lacks funds for a vehicle because of the way that credit markets operate in 

the country, then this may be a systemic issue that affects many farming enterprises. 

 Stopping analysis at the level of core value chain transactions severely limits the potential for 

large-scale impact. As programmes move from analysing one market system to another, the 

potential for impact at scale increases. Understanding supporting markets helps unlock the 

potential to intervene closer to the underlying causes of market weakness, and therefore to 

catalyse wider-scale change. 

 

 Superficial analysis not only increases the chances of the wrong kind of interventions taking 

place, but also increases the risks that these interventions distort market systems, and 

‘crowd out’ market players from performing key functions. In one example, an identified 

issue related to low income and productivity of rattan producers seemed to be the ‘low 

coverage of seedling supply by nurseries’. If the project intervened to work directly with 

nurseries to help them stock and distribute an increased number of seedlings to farmers, 

would this be a good solution? Perhaps not, as the nurseries themselves are embedded in an 

input supply system, where they source seeds from wholesalers or importers further down 

the value chain. If the project intervened at the point of the nurseries, it could cut these 

wholesalers and importers out of the market, therefore displacing key functions that such 

actors could play. 

 

 If the VCA does not provide appropriate guidance on ‘how’ to intervene, there is little 

chance of developing the value chain sustainably and effectively 

Almost all VCAs stopped short of providing a ‘vision’ and a valid view of how the market 

system needs to change in order to achieve improvements in the target group enterprises. 

VCA is a means of examining the world, but it also needs to provide guidance on how to take 
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action to address identified constraints. Analysis is critical, but of course is just a means to an 

end.  

If interventions are based on a superficial level of analysis, then it is likely that any guidance 

given on ‘action’ will be inappropriate and not speak to the real causes of under-

performance. Prescribing a ‘solution’ based on an understanding of symptoms, not 

underlying causes, is like going to the emergency  room with a broken leg only to have a 

doctor look at your wound and prescribe you a bandage to stop the bleeding, but not 

recommending an operation to fix the fractured fibula (a short-term quick fix!). 
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