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7	X Introduction

Introduction
Cross-border transactions are an increasingly common feature of efforts in the field of 
value chain development. Indeed,	as	a	result	of	the	rapid	globalization	that	has	taken	place	
over	the	past	few	decades,	value	chains	that	begin	and	end	entirely	within	the	confines	of	a	
single	national	jurisdiction	–	and	which	are	not	influenced	by	international	rules	or	supporting	
systems	–	have	become	rare	(see	definitions	in	Box	1).	This	internationalization	trend	has	been	
driven	by	an	extraordinary	decrease	in	barriers	and	costs	of	trade	(e.g.	tariffs,	transport	costs,	
other	transaction	costs)	as	well	as	increased	sales	opportunities	in	emerging	markets.	

Internationalization of value chains has brought many positive opportunities that 
benefit workers and enterprises in developing countries. Many	enterprises	in	developing	
countries	have	been	able	to	“plug”	themselves	into	international	value	chains,	capturing	a	
share	of	the	value-added	within	the	chain	and	benefitting	from	other	positive	spill-overs	such	
as	the	transfer	of	skills	and	technologies.	International	value	chains	have	also	often	led	to	job	
creation	and	wage	increases	in	participating	economies.	

However, the rise of regional and global value chains, in some cases, have facilitated the 
phenomenon known as social and environmental ‘dumping’ whereby	enterprises	have	
been	able	to	generate	cost	reductions	through	the	relocation	of	activities	to	jurisdictions	
with	weaker	labour	and	environmental	standards.	Moreover,	while	many	enterprises	have	
benefitted	from	being	plugged	 into	 international	value	chains,	many	have	also	found	
themselves	in	“captive”	relationships	with	their	commercial	partners,	having	to	accept	a	lower	
than	fair	share	of	the	value	created	and	having	few	opportunities	to	improve	their	position.	
Increased	international	trade	can	also	disrupt	local	economies	in	the	short	term	due	to	weak	
competitiveness,	resulting	in	the	worsening	of	working	conditions	or	even	destruction	of	jobs	
in	local	markets.	

This guide intends to help value chain practitioners understand the implications of cross-
border value chains on decent work such that they can magnify positive effects and 
minimise negative ones. It	both	builds	on	(and	should	be	read	alongside)	the	ILO’s	Guide to 
Value Chain Development for Decent Work (2021), and	on	the	experience	accumulated	by	
the	ILO	projects	using	a	market	systems	development	approach	(see	Box	2).	

1

https://www.ilo.org/empent/areas/value-chain-development-vcd/briefs-and-guides/WCMS_434362/lang--en/index.htm
https://www.ilo.org/empent/areas/value-chain-development-vcd/briefs-and-guides/WCMS_434362/lang--en/index.htm
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X Box 1: What is a value chain? And what about a “cross-border” value chain?

A value chain	“describes	the	full	range	of	activities	that	are	required	to	bring	a	product	or	service	
from	conception,	through	the	intermediary	phases	of	production	and	delivery	to	final	consumers,	
and	final	disposal	after	use”.1	This	includes	activities	such	as	production,	aggregation,	processing,	
distribution	and	support	services	up	to	the	final	consumer,	as	shown	in	the	example	of	edible	oils	
production	in	Ethiopia.

A “cross-border” or “international” value chain is	a	value	chain	in	which	activities	take	place	in	
more	 than	one	country.	 In	other	words,	 if	an	activity	along	 the	value	chain	 in	question	 involves	
importing	 or	 exporting	 an	 essential	 product	 or	 service,	 then	 that	 is	 a	 cross-border	 value	 chain.	
Evidently,	different	value	chains	have	different	degrees	of	“internationalization”.	Automobile	value	
chains,	for	 instance,	are	typically	highly	 internationalized,	with	raw	materials	being	sourced	from	
across	 the	 globe,	 auto	 parts	 being	manufactured	 and	 assembled	 in	 several	 countries,	 and	 cars	
being	sold	in	several	countries	in	the	region	of	final	assembly.	Conversely,	for	traditional	handicraft	
products,	most	activities	along	the	value	chain	will	likely	occur	within	the	same	country,	with	most	of	
the	inputs	(e.g.	wood)	being	sourced	locally	and	most	of	the	activities	such	as	processing	(e.g.	cutting	
of	the	wood)	and	crafting	of	that	wood	into	a	final	product	(e.g.	a	wooden	sculpture)	occurring	locally	
before	it	is	exported	to	end	markets.

1	 	Kaplinsky,	R.	and	Morris,	M.	2012.	A	handbook	for	value	chain	research.
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X Box 2 - The market systems development approach

Market	 systems	 are	 made	 up	 of	 three	 common	 components:	 the	 core market system;	 the	
supporting functions	upon	which	that	core	market	relies;	and	the	formal	and	informal	rules	that	
govern	it	(see	doughnut).	Each	of	these	components	are	explain	in	more	detail	in	the	ILO’s	Value	
Chain	Development	for	Decent	Work	Guide.

Market	systems	development	calls	on	practitioners	to	tackle	the	underlying	causes	of	market	failures	
–	be	they	weaknesses	in	the	core	market	system,	the	supporting	functions,	or	the	rules	–	rather	than	
the	superficial	symptoms;	to	ground	projects	in	a	rigorous	analysis	of	needs,	avoiding	silver	bullets	
and	 “one-size-fits-all”	 solutions;	 to	base	 interventions	around	the	 incentives	and	capacity	of	 local	
actors	to	drive	change.	It	seeks	to	bring	about	systemic	improvements	in	value	chain	performance	
by	harnessing	the	power	of	local	actors	to	scale-up	solutions	in	a	sustainable	manner.

This	guide	is	structured	in	the	following	manner:	

 X Section 2	looks	at	the	relationship	of	international	value	chains	to	the	ILO’s	work	on	Value Chain 
Development for Decent Work,	examining	the	varying	impacts	of	cross-border	value	chains	on	Decent	
Work,	the	dynamics	at	play,	and	the	implications	and	opportunities	for	value	chain	development	(VCD)	
/	market	systems	development	(MSD)	projects.	

 X Section 3	walks	the	reader	through	the	Value	Chain	Development	Cycle,	looking	first	at	“strategy”	
and	the	issue	of	sector	selection;	then	looking	into	market	systems	analysis	and	the	elements	to	con-
sider	when	examining	cross-border	value	chains;	and	finally,	outlining	possible	avenues	for	“action”	
such	that	projects	can	concretely	promote	decent	work	through	in	cross-border	value	chains.
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Promoting decent work 
through the inclusive 
development of cross-border 
value chains
Across all industries, the relationship between decent work (see box 3) and the cross-
border nature of value chains is complex. The	value	chain	might	be	characterized	by	
indecent	wages	and	poor	working	conditions,	giving	the	impression	that	it	is	predicated	on	
labour	exploitation.	But	the	opportunities	that	have	been	created	might	nevertheless	be	
preferable	to	the	status	quo	that	prevailed	beforehand	(e.g.,	situations	of	unemployment	and	
absolute	poverty).	To	engage	meaningfully	in	an	international	value	chain,	and	to	have	a	good	
chance	of	achieving	decent	work	objectives	through	this	engagement,	practitioners	must	
understand	the	nature	of	the	value	chain	and	how	it	influences	jobs	and	working	conditions	
along	the	chain.	

Below,	we	first	examine	the	different	impacts	of	cross-border	value	chains	on	decent	work,	
then	we	look	at	the	key	dynamics	at	play,	and,	finally,	we	reflect	on	the	role	of	value	chain	
development	practitioners	in	making	sense	of	this	complex	relationship	and	supporting	
improvements.

X Box 3 – What is decent work?

Decent work is productive work for women and men in conditions of freedom, equity, 
security and human dignity.	 It	 refers	 to	work	opportunities	 that:	are	productive	and	
deliver	a	fair	income;	provide	security	in	the	workplace	and	social	protection	for	workers	
and	 their	 families;	 offer	 better	 prospects	 for	 personal	 development	 and	 encourage	
social	 integration;	give	people	the	freedom	to	express	their	concerns,	 to	organize	and	
to	participate	in	decisions	that	affect	their	lives;	and	guarantee	equal	opportunities	and	
equal	 treatment	 for	 all.	 The	 International	 Labour	Organization’s	Decent	Work	Agenda	
seeks	to	promote	decent	work	through	concerted	efforts	in	four	areas: 

2

Job 
Creation

Generating	opportunities	for	investment,	entrepreneurship,	skills	development,	job	creation,	
and	sustainable	livelihoods.

Social 
Protection

Promoting	both	inclusion	and	productivity	by	ensuring	that	women	and	men	enjoy	working	
conditions	that	are	safe,	allow	adequate	free	time	and	rest,	take	into	account	family	and	social	
values,	provide	for	adequate	compensation	in	case	of	lost	or	reduced	income,	and	permit	
access	to	adequate	health	care.

Rights at 
Work

Recognizing	and	respecting	the	rights	of	all	workers,	particularly	disadvantaged	or	poor	
workers	who	need	representation	and	laws	that	work	in	their	interests.

Social 
Dialogue

Involving	strong	and	independent	workers'	and	employers'	organizations	as	a	means	of	
increasing	productivity,	avoiding	disputes	at	work,	and	building	cohesive	societies.

G
ender	equality
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2.1 Varying impacts on Decent Work
The contribution of cross-border value chains to the decent work agenda is first and foremost a 
positive one, thanks to their economic contribution to private sector development and job creation. 
The	proliferation	of	international	value	chains	over	the	last	few	decades	has	accelerated	economic	growth	
in	developing	countries.	Producing	goods	and	services	for	international	customers	and	clients	is	an	
economic	opportunity	in	its	own	right,	especially	when	income	levels	and	industry	margins	are	higher	
in	the	destination	market.	These	opportunities	also	lead	to	job	creation	and	upward	pressure	on	wages,	
as	enterprises	–	particularly	in	labour-intensive	industries	–	need	to	hire	and	retain	workers	in	order	to	
meet	the	additional	demand	from	abroad.	

In addition to these more direct impacts on employment and wages, international value chains 
also generate a series of economic spillovers that contribute to decent work in more indirect ways. 
For	example,	when	multinational	enterprises	and	buyers	in	destinations	markets	demand	products	with	
more	sophisticated	characteristics	–	be	it	quality,	safety,	traceability,	performance,	packaging,	branding,	
or	anything	else	–	they	often	have	to	invest	in	skills	and	technological	capabilities	up-stream	in	the	value	
chain,	to	ensure	that	suppliers	are	able	to	meet	these	new	requirements.	Investments	can	deliver	tangible 
benefits	–	e.g.	investment	in	machinery	or	specific	transport	infrastructure	–	but	also	more	intangible 
ones,	such	as	investment	in	human	capital	(education,	skills),	upgrading	of	management	practices,	or	
broad-based	support	for	service	providers	that	strengthen	the	development	of	the	core	value	chain.	In	
a	best-case	scenario,	these	dynamics	can	stimulate	the	emergence	of	a	market	system	that	provides	
skilled	workers	new	and	better	employment	opportunities.

Nonetheless, benefits of trade are not always shared equitably between value chain actors. Cross-
border	value	chains	usually	develop	in	response	to	economic	and	market	access	opportunities	–	e.g.,	
lower	costs,	better	transport	connectivity,	availability	of	skills	and	business	networks,	a	favourable	
business	environment,	fiscal	incentives,	new	markets,	or	other	advantages	–	that	are	available	in	partner	
countries.	However,	the	economic	gains	that	result	from	this	cross-border	rearrangement	of	value	chain	
activities	are	not	always	shared	equitably	between	value	chain	participants.	When	analysing	cross-border	
value	chains,	therefore,	practitioners	need	to	examine	how	economic	gains	are	distributed	among	value	
chain	actors,	and	whether	they	translate	into	progress	on	the	decent	work	agenda.	

2.2 Different dynamics at play
In	understanding	the	relationship	of	cross-border	value	chains	to	decent	work,	it	is	key	to	understand	
to	what	extent	and	how:

a. 	 the	international	nature	of	the	value	chain	exerts	positive	pressure	on	decent	work	outcomes;	or	
whether

b. 	 it	adds	downward	pressure	on	decent	work	deficits	due	to	competitive	dynamics	in	the	international	
market. 

In some industries, practitioners will find that the international nature of the value chain exerts 
positive pressure on decent work outcomes.	In	some	cases,	downstream	actors	(in	destination	
markets)	are	pressured	by	consumers,	investors,	and	governments	to	ensure	that	upstream	activities	
meet	their	expectations	around	human	rights	(including	labour	rights)	and	environmental	protection.2 
This	can	provide	opportunities	to	improve	working	conditions	and	ensure	fairer	terms	of	trade	are	
reached.	In	other	cases,	there	may	be	significant	opportunities	to	create	jobs	in	the	local	economy	based	
on	untapped	export	opportunities	for	local	producers	who	have	yet	to	enter	export	market	channels.	

2	 	“Upstream”	activities	refer	to	those	value	chain	activities	that	take	place	in	the	initial	stages	of	the	value	chain	while	“downstream”	
activities	refer	to	those	value	chain	activities	that	take	place	in	the	final	stages	of	the	value	chain.	
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In other industries, competitive dynamics between international players can create additional 
downward pressure on decent work deficits. When	the	destination	market	is	a	low-income	country,	
for	example,	consumers	may	attribute	much	more	importance	to	the	availability	of	affordable	products	
than	to	working	conditions	in	upstream	segments	of	the	value	chain,	especially	if	they	suffer	themselves	
from	decent	work	deficits.	Market	competition	in	these	cases	tends	to	be	more	narrowly	focussed	on	cost	
considerations,	which	exerts	additional	downward	pressure	on	wages	and	working	conditions.	In	other	
cases,	consumers	might	simply	be	less	aware	–	or	unaware	–	of	the	negative	social	and	environmental	
impacts	that	exist	along	the	value	chain,	which	also	reduces	the	pressure	on	governments	to	regulate.	
Whereas,	 for	 instance,	agricultural	and	 food	products	destined	 for	human	consumption	 face	a	
considerable	amount	of	scrutiny	from	consumers,	the	same	is	not	true	for	similar	products	that	are	
destined	for	consumption	by	domestic	animals	(pet	food)	or	livestock.	

X Box 4 - Leverage in cross-border value chains

Pressure	from	consumers	and	governments	in	downstream	segments	of	the	value	chain	exist	 in	
almost	all	industries.	However,	even	in	those	industries	where	consumers	are	most	conscious	and	
regulations	are	strictest,	there	are	limits	to	what	can	be	achieved	through	buyer	pressure	alone.	
For	practitioners,	it	is	important	to	remember	that	leverage	is	not	equally	applied	by	all	downstream	
actors.	Those	whose	business	strategies	are	squarely	 focused	on	cost	may	choose	 to	 invest	 the	
absolute	minimum	in	social	and	environmental	responsibility,	creating	opportunities	for	suppliers	
to	edge	into	the	market	on	the	back	of	worker	exploitation.	Value	chain	development	programmes	
should	recognise	that	outcomes	could	be	undermined	by	these	kinds	of	competitive	dynamics.	They	
can	try	to	address	the	issue	by	working	with	all	actors	and	creating	industry	consensus	on	minimum	
standards.	
Furthermore,	pressure	inevitably	dissipates	as	one	moves	upstream3.	Suppliers	who	engage	directly	
with	international	buyers	(1st	tier	suppliers)	might	acquiesce	to	demands	for	progress	on	decent	
work,	but	their	suppliers	(2nd	tier	suppliers)	–	and	their	suppliers’	suppliers	(3rd	tier	suppliers)	–	are	
less	visible	and	may	therefore	continue	to	engage	in	practices	that	are	inconsistent	with	the	decent	
work	agenda.

Simplified garment cross-border value chain4 and dissipating leverage

3	 	See	also	“Getting	Beyond	Tier	1:	Using	a	systems	approach	to	improve	working	conditions	in	global	supply	chains”	at	https://www.
ilo.org/empent/Projects/the-lab/publications/WCMS_759214/lang--en/index.htm
4	 	Value	chain	figure	extracted	from:	From Obligation to Opportunity: A market systems analysis of working conditions in Asia’s Garment 
Export Industry.	ILO.	Sept	2017.

High
Leverage

Low
Leverage

https://www.ilo.org/empent/Projects/the-lab/publications/WCMS_759214/lang--en/index.htm
https://www.ilo.org/empent/Projects/the-lab/publications/WCMS_759214/lang--en/index.htm
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2.3 Implications for value chain development practitioners
Cross-border value chains are often more complex and complicated than with mostly domestic 
value chains, as they include greater geographical fragmentation and coverage of multiple 
jurisdictions.	Working	in	multiple	jurisdictions	means	that	there	are	multiple,	potentially	overlapping	
sets	of	rules	that	are	relevant,	notably	trade	regulation,	imposed	by	importing	and	exporting	countries	
and	economic	blocs,	either	unilaterally	or	within	the	framework	of	trade	agreements	and	international	
institutions.	This	makes	it	inherently	more	complex.	Projects	that	work	with	cross-border	value	chains	
are	more	limited	in	their	coverage	of	the	value	chain	because	part	of	the	value	chain	is	situated	outside	
the	territory	or	jurisdiction(s)	in	which	the	project	has	a	mandate	to	act.	This	can	render	it	less	feasible	to	
engage	with	certain	crucial	actors	and	to	influence	the	rules	of	the	market	system.	
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The Value Chain Development 
Cycle in the context of cross-
border value chains
This	section	provides	practical	insights	that	can	help	value	chain	development	practitioners	
work	in	cross-border	value	chains	to	more	effectively	deliver	decent	work	outcomes.	The	
guidance	promotes	the	use	of	the	market	systems	development	approach	and	should	be	
read	alongside	the	ILO’s	more	detailed	guidance	on Guide to Value Chain Development for 
Decent Work (2021). 

3.1 What’s different when dealing with 
cross-border value chains?
While the core elements of the market systems development (MSD) remain the same, 
VCD practitioners must account for the added complexity and dynamics arising from 
the cross-border nature of the value chain and the opportunities this entails, at different 
levels of the project cycle.	The	degree	and	nature	of	“internationalization”	of	a	value	
chain	will	impact	the	extent	to	which	decent	work	outcomes	can	be	advanced,	the	types	of	
constraints	to	address	and	the	types	of	partners	to	work	with	(such	as	the	Ministries	of	Trade,	
export	associations	or	multinational	corporations).	Ultimately,	for	practitioners,	being	aware	
of	such	differences	and	knowing	how	
to	deal	with	them	can	be	the	difference	
between	success	and	failure.

In	the	sub-sections	below,	we	examine	
how	 to	 account	 for	 the	 cross-border	
nature	of	value	chains	at	each	of	 the	
three	VCD	/	MSD	project	cycle	stages:	

1. Strategy:	Select	decent	work	deficits,	
target	groups,	and	sectors	to	focus	
on,	based	on	criteria	of	relevance,	
feasibility	and	opportunity.

2. Analysis:	Understand	which	aspects	
of	the	system	are	not	working,	
distinguishing	between	visible	
‘symptoms’	and	the	‘causes’	of	those	
failures,	which	can	often	be	found	in	
underlying	behaviours,	attitudes	and	
enabling	conditions.

3. Action:	Facilitate	change	by	
realigning	incentives	and	building	
the	capacity	of	partners,	by	adopting	
a	process	of	trial-and-error	process	
and	testing	new	ways	of	working.

3

X Figure 3: The Value Chain Development Cycle 
 (source: Value Chain Development for Decent Work guide)

https://www.ilo.org/empent/areas/value-chain-development-vcd/WCMS_434362/lang--en/index.htm
https://www.ilo.org/empent/areas/value-chain-development-vcd/WCMS_434362/lang--en/index.htm
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3.2 Strategy: Making strategic choices in the 
context of cross-border value chains
During the project design phase, projects must make strategic choices concerning their scope 
and objectives. In the	strategy-setting	process,	it	is	important	to	ensure	that	project	priorities	are	in	
line	with	the	priorities	of	different	stakeholder	groups,	including	donors,	implementation	partners,	ILO	
constituents,	and	national	counterparts	in	the	target	location.	In	this	stage,	projects	should	also	define	
realistic	targets	and	position	themselves	to	achieve	these	targets.	Potential	project	impact	will	typically	
vary	depending	on	the	decent	work	challenge	being	tackled	(some	being	more	deeply	rooted	than	
others),	the	value	chain	selected	(some	having	more	potential	than	others)	and	the	target	groups	that	
fall	within	the	scope	of	the	project	(some	being	easier	to	reach	than	others).	

At this stage, VCD projects often have the greatest flexibility when it comes to sector selection, 
which can also be the most consequential and difficult strategic decision. As	outlined	in	section	2,	
the	internationalization	of	value	chains	can	bring	both	positive	and	negative	impacts	on	workers	and	
enterprises.	Moreover,	most	sectors	considered	will	likely	have	a	trade	element	in	them	–	the	difference	
will	typically	lie	in	the	degree	and	nature	of	their	internationalization.	Thus,	evaluating	whether	a	sector	
holds	the	potential	to	advance	targeted	decent	work	aspects	for	the	target	group	through	trade	will	thus	
naturally	be	complex.	

Chapter	2	in	the	ILO’s	Guide to Value Chain Development for Decent Work (2021)	details	out	a	
methodology	to	guide	projects	through	sector	selection.	This	selection	process	establishes	three	over-
arching	selection	criteria	(see	Box	5	below).	In	the	following	sub-sections,	we	will	provide	some	guidance	
on	how	practitioners	can	adapt	these	criteria	if	the	value	chain	cuts	across	one	or	more	international	
borders.	

X Box 5 – Sector selection criteria 

 X Opportunity for inclusive growth. 
This	 criterion	 seeks	 to	 assess	
opportunities	 for	 the	 creation	 of	
more	and	better	 jobs	 in	 the	 core	
value	chain.	

 X Relevance to the target group. This	
criterion	 seeks	 to	 assess	 the 
potential	 for	 Decent	 Work	 gains	
in	 the	 sector,	 from	 the	 point	 of	
view	 of	 the	 target	 group,	 given	
the	 nature	 of	 the	 Decent	 Work	
challenges	they	are	facing.	

 X Feasibility of interventions:	 This	
criterion	seeks	to	assess	the	extent	
to	which	a	project	will	be	able	 to	
facilitate	 change	 given	 the	 sector	
and	country	context.

RELEVANCE
to	target	group

OPPORTUNITY
for	inclusive	
growth

FEASIBILITY
for	change

https://www.ilo.org/empent/areas/value-chain-development-vcd/WCMS_434362/lang--en/index.htm
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3.2.1 Opportunities for inclusive growth
In cross-border value chains, the opportunities will depend on supply and demand conditions in 
the international market and the position of the target country in relation to these.	This	is	true	even	
when	a	project	targets	a	domestic	sub-segment	of	the	value	chain	because	the	opportunities	that	exist	
within	the	domestic	sub-segments	will	ultimately	be	affected	by	demand	on	the	international	market	
and	the	intensity	of	competition	from	other	supplying	countries.	The	analysis	of	supply	and	demand	
conditions	does	not	need	to	be	too	time-consuming,	as	plenty	of	data	on	supply	(exports)	and	demand	
(imports)	is	freely	available	to	the	public	(see	Table	1	below).5	Analysis	of	quantitative	indicators	can	also	
be	supplemented	by	qualitative	assessments	of	the	competitive	advantages	of	the	target	country	and	
the	target	group	vis-à-vis	competitors	in	other	countries.

The analysis of opportunities should also be dynamic rather than static, to avoid making overly 
optimistic assumptions about continued growth and development based on prevailing conditions 
on the ground.	In	the	case	of	cross-border	value	chains	specifically,	it	is	important	to	consider	whether	
international	market	conditions	are	and are likely to remain	favourable	to	the	development	of	the	value	
chain	domestically.	This	can	be	done	by	looking	at	trends	over	a	given	time	period	(historical	data	and	
time	series)	and	forecasts,	rather	than	a	snapshot	of	market	conditions	at	a	given	point	in	time	(cross-
sectional	data).	

X Table 1: Using quantitative data to assess international supply and demand conditions

Question Evidence Indicators

To	what	extent	is	the	sector	already	
internationalized?	
Is	the	degree	of	integration	with	
cross-border	value	chains	increasing	
or	decreasing	in	the	sector?	

Trends	in	national	export	volumes	/	
value	over	the	past	decade

%	change	in	national	export	volumes	
/	value	

Trends	in	international	market	share	
over	the	past	decade,	as	compared	to	
main	competitor	countries.

%	in	national	export	value	/	global	
export	value

Trends	in	the	contribution	of	exports	
vs.	the	contribution	of	domestic	sales	
to	sectoral	GDP

%	share	of	exports	in	sectoral	GDP

Trends	in	international	demand	over	
the	past	decade,	broken	down	by	
major	importing	countries.

%	change	in	import	volumes	/	value

Trends	in	international	prices	and	in	
derivatives	markets

Gradient	of	the	line	of	best	fit	over	
different	time	periods
Price	volatility,	standard	deviation	
over	a	given	time	period
$	spread	between	spot	and	futures	
markets

To	what	extent	is	the	sector	subject	to	
competition	from	other	countries?
What	is	the	competitive	advantage	of	
value	chain	actors	vis-à-vis	competi-
tors	in	other	countries?
Is	their	competitiveness	likely	to	
improve	or	deteriorate	in	the	future?

Data	on	export	potential6

Transport	costs	per	container	and	
travel	time	vis	a	vis	competitors
Tentative	answers	to	these	questions	
can	be	developed	through	qualitative	
analysis,	based	on	interviews	with	
value	chain	actors	(on	capital	
investment	and	political	climate).	

5	 	Analysts	should	also	consider	the	analysis	of	international	price	data,	as	prices	are	usually	the	best	indicators	of	how	supply	and	
demand	conditions	might	change	over	time.
6	 	ITC’s	Export Potential Map https://exportpotential.intracen.org/.
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3.2.2 Relevance to the target group
Practitioners should assess the extent to which the identified economic opportunities already 
translate into decent work opportunities for the target group or could begin to do so in the future. 
The	expansion	of	trade and	economic	growth	are	often,	but	not	always,	associated	with	job	creation	
and	Decent	Work	benefits.	Some	export-oriented	sectors	have	a	notoriously	poor	record	in	creating	
high-quality	jobs	for	local	people,	such	as	mining	and	minerals	exports.	Other	export-oriented	sectors	
may	create	many	jobs	but	these	may	be	low-quality	jobs	characterized	by	several	decent	work	deficits,	
as	in	the	case	of	meat-packing	or	garment	manufacturing,	where	weak	occupational	safety	and	health	
or	inadequate	working	hours	are	often	an	issue.	It	is	important,	therefore,	to	give	some	thought	to	the	
potential	for	job	creation,	wage	increases,	and	improvements	in	working	conditions	within	each	one	of	
the	value	chains	that	is	being	considered.	This	is	not	to	say	that	high-risk	sectors	should	be	abandoned	
entirely	to	their	own	devices.	There	is	a	case	to	be	made	for	project	interventions	even	in	those	areas	
where	decent	work	gains	are	the	hardest	to	achieve.	However,	a	frank	assessment	of	the	value	chains	
that	are	under	consideration,	and	the	scale	of	the	decent	work	challenge	within	each	one	of	them,	can	
help	practitioners	better	align	project	resources	to	the	task	at	hand.

Practitioners must also figure out whether members of the target group are in a position to take 
advantage of employment opportunities that exist within the value chain. To	do	this,	they	need	to	
discover	whether	target	group	members	already	participate	in	the	value	chain	–	and	within	which	sub-
segments	–	as	well	as	the	main	obstacles	to	greater	and	improved	participation.	This	can	take	the	shape	
of	wage-employment	but	also	entrepreneurship	opportunities	(see	Table	3	below).	A	key	dimension	to	
consider	is	the	skills	of	target	group	members.	Indeed,	participating	in	cross-border	value	chains	often	
requires	a	higher	level	of	education	and	the	development	of	specific	skills	(e.g.	language	skills,	basic	
literacy,	basic	arithmetic,	vocational	skills)	to	transact	with	and	meet	the	more	demanding	requirements	
of	downstream	actors	in	other	countries.	Another	key	question	is	whether	the	target	group’s	aspirations	
match	potential	opportunities	in	the	sector.	Export	service	sectors	such	as	tourism	and	Business	Process	
Outsourcing	(BPO)	may	for	instance	be	particularly	appealing	to	youth,	offering	the	opportunity	to	
develop	and/or	capitalize	on	foreign	language	skills.

X Table 2: Using quantitative data to assess employment opportunities for the target group

Question Evidence Indicators
To	what	extent	does	trade	
contribute	to	job	creation	for	
workers	in	general	and	for	the	
target	group	in	particular?	
To	what	extent	could	these	job	
opportunities	be	of	high-
er-quality	and	otherwise	
consistent	with	the	decent	work	
agenda?

Employment	(overall)	in	the	sector	or	
value	chain	sub-segment

#	of	full-time	equivalent	jobs
%	share	of	overall	employment

Employment	(for	the	target	group)	in	
the	sector	or	value	chain	sub-segment

#	of	full-time	equivalent	jobs
%	share	of	target	group	employment

Employment	quality	in	the	sector	or	
value	chain	sub-segment

Indicators	of	job	quality

Contribution	of	exports	to	employment	
generation

Correlation	between	export	growth	and	
employment	over	time	(correlation	
coefficient)



21	X The Value Chain Development Cycle in the context of cross-border value chains 21

X Table 3: Using quantitative data to assess entrepreneurship opportunities for the target group

Question Evidence Indicators

To	what	extent	does	trade	contribute	
to	business	creation	by	the	popula-
tion	and	by	the	target	group	in	
particular?	

Business	creation	in	the	sector	or	
value-chain	sub-segment

#	of	new	businesses	registered

Business	creation	by	members	of	the	
target	group	in	the	sector	or	
value-chain	sub-segment

#	of	new	businesses	registered	by	
members	of	the	target	group	(if	
available)

Contribution	of	exports	to	employ-
ment	generation	and	business	
creation

Correlation	between	export	growth	
and	employment	over	time	(correla-
tion	coefficient)
Correlation	between	export	growth	
and	business	creation	over	time	
(correlation	coefficient)

3.2.3 Feasibility of intervention
The nature of trade relationships and trade competitiveness is a function of many different 
variables, including some which can hamper feasibility of project intervention.	Practitioners	need	
to	assess	whether	local	conditions	are	favourable	or	not	and	whether	their	project	has	the	means	–	
given	limited	geographical	coverage	and	influence	over	certain	segments	of	the	value	chain	–	to	create	
systemic	change.	

 X Market dynamics shaped by powerful market actors:	Market	power	might	be	concentrated	in	
the	hands	of	a	few	international	buyers	/	sellers	that	deal	in	large	volumes	and	standards	might	
be	set	by	multinational	companies.	Moreover,	the	lack	of	connectivity	with	international	transport	
networks	might	be	the	result	of	decisions	made	at	headquarters	of	international	shipping	or	
airfreight	companies.	

 X Rules governing international trade that are rigid. Rules	and	support	systems	that	govern	
international	trade	are	especially	rigid	since	they	tend	to	result	from	drawn-out	international	
negotiations	between	sovereign	governments	or	have	developed	into	standard	practice	over	the	
course	of	many	centuries.	

 X A political economy undermining trade competitiveness. This	might	be	the	case,	for	instance,	
when	an	export	sector	is	dominated	by	a	few	large	companies	that	are	able	to	obtain	all	available	
export	licenses	through	political	contacts	and	the	payment	of	bribes	or	when	the	government	has	
been	known	to	introduce	import	/	export	bans	or	change	tariffs	arbitrarily	and	without	notice.	

 X“Structural” barriers to trade competitiveness. For	instance,	it	can	be	difficult	to	improve	
competitiveness	on	the	international	market	when	the	export	sector	is	disproportionately	
dominated	by	natural	resources,	as	this	can	pull	up	exchange	rates	and	reduce	the	competitiveness	
of	other	sectors	(a	phenomenon	known	as	“Dutch	Disease”	or	the	“natural	resource	curse”).	In	
some	instances,	a	value	chain’s	main	constraint	for	development	might	be	the	absence	of	proper	
infrastructure	such	as	roads,	railways,	airports	and	seaports.	In	these	cases,	systemic	change	
requires	large-scale	infrastructure	investments	that	are	beyond	the	capacity	of	most	projects.

To	get	to	grips	with	these	limitations	and	the	extent	to	which	they	affect	the	feasibility	of	project	
interventions,	practitioners	need	to	acquire	an	initial	understanding	of	the	structure	of	the	international	
value	chain,	the	competitive	dynamics	across	different	subsegments,	and	the	potential	levers	of	change.	
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X Box 6 - Feasibility of Intervention: Key Questions

Project	influence	over	levers	of	systemic	change:
 X What	is	the	structure	of	the	value	chain?7	Which	elements	of	the	value	chain	fall	within	the	scope	
of	the	project?

 X Which	components	of	the	market	system	can	the	project	realistically	hope	to	influence?	Is	there	
potential	to	forge	partnerships	with	international	actors	to	promote	project	objectives?

 X What	is	the	nature	of	the	relationship	between	value	chain	sub-segments	and	between	value	
chain	actors?	Can	the	project	leverage	these	relationships	in	any	way?	

 X Do	value	chain	actors	have	the	capacity	and	resources	(human,	technological,	financial)	to	initiate	
or	intensify	their	engagement	with	international	value	chains?	

 X What	is	the	nature	of	competition	between	international	actors	in	the	targeted	sub-segments	of	
the	value	chain?	Could	these	competitive	dynamics	affect	the	long-term	outcomes	of	the	project?

Dealing	with	rules	and	complexity:
 X Are	there	any	measures	that	can	be	taken	at	the	domestic	level	to	facilitate	trade	integration	for	
value	chain	actors?	

 X Are	there	any	ongoing	trade	negotiations,	at	the	bilateral	or	multilateral	level,	that	the	project	
could	seek	to	influence?	

 X Is	 there	 scope	 to	 form	 alliances	 with	 international	 actors	 (e.g.	 sovereign	 governments,	
multinational	enterprises,	international	organizations,	trade	bodies)	to	bring	about	rule	changes	
in	the	value	chain?

 X Does	the	project	team	have	the	necessary	technical	expertise	to	advise	value	chain	actors	on	
how	to	engage	with	international	value	chains?	If	not,	can	the	project	afford	to	bring	in	external	
expertise?

 X How	much	experience	do	these	actors	have	in	the	field	of	international	trade?	What	are	the	gaps	
in	their	capacity?	How	feasible	is	it	to	address	them?

 X Do	rules	and	regulations	and	enterprise	compliance	with	those	align	with	global	buyer	demands?	

7	 	The	structure	of	the	value	chain	can	be	thought	of	in	terms	of	the	geographical	distribution	of	value	chain	activities,	the	share	of	
value-added	accruing	to	each	subsegment	of	the	value	chain,	the	degree	of	market	concentration	and	other	elements	that	influence	
power	dynamics	between	different	subsegments.
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3.3 Analysis: Conducting Market Systems Analysis 
in the context of Cross-Border Value Chains
Once the strategy-setting process has been completed, the next stage of the Value Chain 
Development Cycle is to conduct market systems analysis. This	research	and	analysis	of	selected	
value	chain(s)	aims	to	identify	constraints	to	value	chain	performance	and	opportunities	to	address	
these.	During	this	process,	which	is	set	out	in	the	figure	below	and	articulated	in	chapter	3	of	the	Value 
Chain Development for Decent Work Guide and	outlined	in	the	below	figure,	the	underlying	drivers	of	
decent	work	deficits	may	not	be	immediately	obvious.	The	key	is	to	be	thorough	enough	to	identify	the	
key	challenges	–	and	understand	why	they	persist.	

Map core 
value chain 
functioning

Identity 
important 

functions and 
rules

     Understand 
decent work 

deficits

Analyse 
constraints

Develop 
systemic 

change vision

1 4 52 3

Below	we	look	at	the	differences	to	consider	when	doing	market	systems	analysis	of	a	cross-border	value	
chain.	First,	we	consider	differences	relative	to	the	core	value	chain	(which	will	emerge	notably	during	
mapping	of	the	core	value	chain),	and	then	we	look	at	supporting	functions	and	rules,	where	the	root	
causes	of	market	constraints	often	lie.	

3.3.1 The core value chain
As a first step, Market Systems Analysis calls for acquiring a deeper understanding of the core 
value chain through “mapping” all the stages, processes and exchanges that are needed to 
produce raw materials, transform them into a product and sell it to an end-user.	During	this	step,	
the	project	team	must	bear	in	mind	some	unique	ways	that	cross-border	value	chains	can	differ	from	
other	value	chains,	including:	

 X the	different	market	channels	that	a	product	goes	through;	

 X the	key	market	actors	in	each	channel;	

 X the	nature	of	the	relationships	between	market	actors	(market	power);	

 X the	value	added	/	prices	paid	at	each	stage	of	the	value	chain.	

Market channels
Cross-border value chains are almost always divided into different channels including often 
multiple export and multiple domestic channels.	The	market	channel	that	a	product	goes	through	
to	reach	the	consumer	is	the	result	of	many	individual	decisions	by	actors	within	the	chain,	which	are	
influenced	by	factors	such	as	the	technical	characteristics	of	the	product,	its	component	parts	and	its	
price.	As	such,	two	export	market	channels	for	the	same	end	product	may	look	very	different.

 X For example,	the domestic subsidiary of a multinational enterprise	–	which	specializes	in	
exports	to	developed	markets	in	Europe	and	North	America	–	might	attribute	a	lot	of	importance	
to	the	capacity	of	its	suppliers	to	deliver	large	volumes	on	a	regular	basis.	It	might	also	place	a	
lot	of	emphasis	on	compliance	with	quality	requirements,	technical	regulations	and	supply	chain	
traceability.	In	these	cases,	the	main	buyer	will	typically	only	source	from	trusted	suppliers	(typically	
larger,	well-established	enterprises	that	are	pre-approved	and	registered	in	a	supplier	database).	

https://www.ilo.org/wcmsp5/groups/public/---ed_emp/---emp_ent/---ifp_seed/documents/publication/wcms_434362.pdf
https://www.ilo.org/wcmsp5/groups/public/---ed_emp/---emp_ent/---ifp_seed/documents/publication/wcms_434362.pdf
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 X Other	exporters	–	e.g.	smaller, nationally owned trading companies	–	might	source	similar	
products	from	different	suppliers	and	intermediaries	that	are	unable	to	meet	rigorous	quality	
standards	and	technical	requirements	or	to	trace	the	source	of	their	products	back	to	origin.	Often,	
these	equivalent	products	will	be	processed	and	packaged	domestically	before	being	sold	to	less	
demanding	markets.	

In	these	two	market	channels,	the	constraints	to,	and	opportunities	for,	value	chain	development	and	
Decent	Work	gains	differ.	

Figure	5	below	is	an	example	of	mapping	of	export	market	channels	in	the	garment	supply	chain	in	
Asia.	The	figure	depicts	the	role	of	market	actors	in	the	flow	of	inputs	through	production,	export	and	
eventually	to	retail.	

X Figure 5: Mapping of export market channels. 
 Source: ILO (2017) From Obligation to Opportunity: A Market Systems Analysis of Working Conditions in Asia’s  
 Garment Export Industry.

Understanding the process of differentiation and segregation along the value chain can help 
practitioners refine project interventions and target market channels that offer the greatest 
potential for decent work gains.	Product	segregation	into	different	market	channels	could	be	a	function	
of	product	price	or	quality	but	could	also	reflect	the	realities	of	different	destination	markets.	For	example,	
South-South	trade	flows	tend	to	be	more	cost-driven	and	less	regulated.	Barriers	to	entry	are	lower	but	so	
are	enterprise	margins.	Exports	to	developed	economies,	on	the	other	hand,	tend	to	be	more	standards-
driven	and	follow	stricter	rules	and	procedures.	Barriers	to	entry	are	higher,	but	margins	are	greater,	as	
are	the	opportunities	to	benefit	from	Foreign	Direct	Investment	and	other	positive	spill	overs.	
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X Box 7 – E-commerce

E-commerce	is	a	particularly	relevant	market	channel	that	has	become	increasingly	prominent	in	
recent	years.	Through	the	use	of	online	platforms	and	other	digital	technologies,	e-commerce	allows	
sellers	(exporters)	to	connect	with	buyers	(importers)	on	the	international	market,	and	to	complete	
cross-border	business	transactions	remotely	via	the	internet.	E-commerce	usually	involves	smaller	
consignments	that	are	sent	directly	to	the	consumer.	
By	reducing	barriers	to	entry	for	MSMEs,	e-commerce	platforms	offer	immense	opportunities	for	
business	growth	and	economic	development.	However,	high	levels	of	market	concentration	in	the	
platform	economy	can	also	make	MSMEs	more	vulnerable	to	the	abuse	of	market	power	by	dominant	
players.	While	the	benefits	of	using	new	matchmaking	systems	are	clear,	MSMEs	may	become	overly	
reliant	on	systems	and	algorithms	they	understand	little	and	over	which	they	have	virtually	no	power.	
It	is	crucial	for	MSMEs	to	learn	how	to	take	advantage	of	newly	available	solutions	while	managing	
potential	risks.	Furthermore,	in	order	to	benefit	from	the	digital	revolutions,	MSMEs	need	to	have	
access	to	internet	and	transport	networks,	which	is	not	always	the	case.	
Source:	International	Trade	Centre,	SME	Competitiveness	Outlook	2018

Value chain actors 
In addition to those actors that operate exclusively within the domestic market, cross-border value 
chains feature a variety of other actors that are responsible for the movement of goods across 
international borders.	This	includes:	

 X International transportation companies,	such	as	road,	sea,	and	air	freight	companies,	freight	
forwarders,	and	other	suppliers	of	logistics	services	(e.g.	port	operators);	

 X Trading companies,	who	aggregate	products	that	are	destined	for	export	in	large	volumes,	provide	
storage	services,	hedge	against	price	risks,	market	the	product	to	international	buyers,	and	manage	
the	export	process;	

 X State-Owned Enterprises,	in	the	case	of	strategic	industries,	that	enjoy	the	backing	of	regulators	
and	the	State	(and	who	may	or	may	not	have	a	monopoly	on	specific	activities	in	the	export	sector).

These actors are highly specialized in cross-border business operations and possess a significant 
amount of experience and knowledge of their respective industries.	The	main	players	have	
consolidated	their	position	within	the	cross-border	value	chain	over	a	long	period	of	time	and	wield	
considerable	power	and	influence	over	strategic	value	chain	sub-segments.	It	is	therefore	indispensable	
to	consult	and	engage	with	these	actors	during	the	analysis	stage	and	during	project	implementation.	

Market power
Bottlenecks within cross-border value chains can create opportunities for rent-seeking behaviour 
and lead to power imbalances between actors within the chain. Practitioners	will	discover	that	the	
processes	associated	with	moving	goods	across	borders	almost	always	act	as	a	bottleneck	in	the	value	
chain,	albeit	to	varying	degrees.	

The	actors	who	control	such	resources,	be	they	public	or	private,	also	manage	the	flow	of	goods	
through	the	bottleneck,	which	gives	them	a	tremendous	amount	of	market	power	and	allows	them	to	
exercise	influence	over	the	rest	of	the	value	chain.	For	practitioners,	it	is	important	to	recognise	that	
these	bottlenecks	can	create	power	imbalances	and	lead	to	rent-seeking	behaviour	that	undermines	
the	development	of	the	value	chain	as	a	whole.	Value	chain	development	projects	can	try	to	resolve	
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some	of	these	challenges	by	proposing	governance	mechanisms	based	on	principles	of	fairness,	non-
discrimination,	and	democratic	decision-making.	

Power imbalances are further exacerbated by economic inequalities between countries at 
different stages of development.	Depending	on	the	economic	development	of	the	countries	in	
which	they	operate,	it	can	be	difficult	for	value	chain	actors	to	compete	on	an	equal	footing	with	their	
counterparts	from	other	countries.	

 X For example,	multinational	enterprises	from	developed	economies	have	–	over	the	course	of	their	
history	–	built	up	vast	networks	of	commercial	relationships,	increased	their	international	market-
share,	accumulated	working	capital	and	/	or	strengthened	their	credit	scores,	invested	in	storage	
and	transport	infrastructure,	and	otherwise	enhanced	their	capacity	to	manage	complex	logistical	
operations	involving	large	volumes	of	goods	from	across	the	globe.	

Domestic	operators	often	struggle	to	compete	with	these	players	and	are	obliged	to	either	(a)	channel	
their	products	through	multinational	companies	themselves	or	(b)	channel	smaller	volumes	towards	less	
lucrative	export	markets.	This	is	not	to	say	that	less	well-established	value	chain	actors	will	never	manage	
to	break	through	but	rather,	to	highlight	how	power	imbalances	can	create	market	failures.	

Prices and value added
Prices and the distribution of value added along the chain can provide important clues regarding 
the drivers of Decent Work deficits and potential opportunities for decent work gains. Prices can act 
as	a	signal	of	market	failures	and	power	imbalances. Indeed,	in	certain	circumstances	(e.g.	when	only	a	
few	buyers	or	a	few	sellers	exist),	powerful	actors	can	manipulate	market	prices	to	extract	greater	share	
of	the	value	added	along	the	chain,	to	the	detriment	of	other	enterprises	and	workers	in	the	value	chain.	
This	can	and	often	does	generate	downward	pressure	on	wages	and	working	conditions.	Therefore,	
practitioners	must	examine	prices	at	different	stages	of	the	value	chain	and	understand	how	those	prices	
are	determined	and	how	they	have	evolved	over	time.	

It might be unfeasible to collect relevant price data and calculate value added across the entirety 
of the value chain. Ideally,	practitioners	should	look	at	the	distribution	of	value-addition	along	the	whole	
value	chain,	to	identify	sub-segments	which	are	under	pressure	or	which	have	room	for	manoeuvre.	
However,	cross-border	value	chains	cut	across	different	markets,	each	with	their	own	currency,	language	
and	idiosyncrasies,	making	it	harder	to	find	data	and	other	sources	of	information	for	use	in	the	market	
systems	analysis.	If	it	is	too	difficult	to	get	reliable	data	on	prices	and	value	addition	in	“extra-territorial”	
value	chain	sub-segments,	then	projects	may	limit	themselves	to	the	stages	within	their	territorial	scope.	
Nonetheless,	it	is	still	indispensable	for	practitioners	to	obtain	some	contextual	information	about	these	
extra-territorial	value	chain	sub-segments	and	their	influence	on	the	rest	of	the	value	chain.	For	instance,	
certain	events	downstream	such	as	changes	in	consumer	preferences	or	trade	partner	regulations	can	
affect	demand	and	costs.

3.3.2  Supporting functions and rules
In addition to understanding core value chain functions, value chain development projects should 
also investigate the supporting functions and the formal / informal rules that govern value chain 
transactions. These	supporting	functions	and	rules	will	of	course	vary	from	one	project	to	another,	
depending	on	the	value	chain,	the	geographical	location,	the	trading	relationship,	etc.	However,	some	
“usual	suspects”	tend	to	reappear	in	cross-border	value	chains	around	the	world,	which	are	discussed	in	
this	section.
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X Box 8 – Supporting Functions and Rules

A	systems	approach	means	going	beyond	the	core	value	chain	to	understand	the	wider	network	of	
actors	and	factors	influencing	exchange.	In	market	systems	jargon,	the	world	around	a	value	chain	
transaction	(at	any	link	in	the	chain)	is	split	into:

 X Supporting functions. The context- and sector-specific functions that inform, support and shape the 
quality of exchange; such as information, skills, infrastructure, finance and access to markets. 

 X Rules. The legislative and regulatory environment, including policies, voluntary standards and social 
norms that guide day-to-day attitudes and conduct.

According	to	the	Value Chain Analysis for Decent Work Guide, during	this	step,	maintaining	focus	
is	 important	to	keep	the	MSA	to	a	manageable	level.	The	aim	is	not	to	identify	every	supporting	
function	or	rule	shaping	value	chain	performance;	but	to	focus	on	those	functions	and	rules	linked	
to	a	constraint	facing	the	target	group	and	one	that	could	be	feasibly	addressed	by	the	project.	

Supporting Functions
The	list	below	cites	some	common	supporting	function	constraints	cross-border	value	chains	as	well	as	
examples	of	specific	actors	that	could	help	resolve	the	issues	in	these	constraints.

Sector and export coordination: 

 X Private sector business associations	offer	networking	and	matchmaking	services	to	their	members,	
advocate	for	trade	facilitation	and	trade	policy	reform	on	behalf	of	the	private	sector,	and	act	as	the	
main	interlocutor	for	government	counterparts.

 X Export promotion agencies and other trade support institutions,	often	in	collaboration	with	diplomatic	
services	in	export	markets,	bring	actors	together	through	the	organization	of	trade	missions,	
international	conferences,	and	/	or	the	establishment	of	digital	networking	and	business	
matchmaking	platforms.

Finance: 

 X International financial institutions	provide	trade	finance	and	relevant	insurance	products	(e.g.	
maritime	transport	insurance)	as	well	as	assisting	import-export	companies	with	cross-border	
payments,	currency	conversion,	and	currency	risk.	

 X National development banks	offer	trade	finance	on	a	concessional	basis	to	certain	export-oriented	
sectors	or	to	small	enterprises.

Cross-border specialists: 

 X Specialized lawyers	draft	contracts	between	international	trade	partners	and	help	to	resolve	disputes.	
compliance	with	quality	requirements	and	technical	regulations.

 X Customs brokers	assist	importers	and	exporters	with	cross-border	trade	formalities,	acting	as	a	go-
between	traders	and	border	regulatory	agencies.

Standards:

 X Standards laboratories	provide	testing	facilities	and	services	that	allow	traders	to	demonstrate.

Infrastructure: 

 X Governments	develop	crucial	trade	infrastructure,	such	as	roads,	railways,	seaports	and	airports,	
and	auxiliary	services	such	as	storage,	sometimes	within	the	framework	of	Special	Economic	Zones.

https://www.ilo.org/wcmsp5/groups/public/---ed_emp/---emp_ent/---ifp_seed/documents/publication/wcms_434362.pdf
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Intermediaries:

 X Traders, brokers and other intermediaries	engage	in	various	sub-segments	of	the	value	chain,	
connecting	buyers	with	sellers,	traders	with	suppliers	of	freight	and	logistics	services,	enterprises	
with	suitable	sources	of	trade	finance.	

The above list is only partial, but it can give a sense of how many actors are involved in setting up 
and carrying out a cross-border trade transaction. This	should	make	it	clear	that	the	development	of	
a	cross-border	value	chain	will	depend	not	only	on	the	competitiveness	of	those	actors	directly	involved	
in	the	business	transaction,	but	also	on	the	overall	ecosystem	of	support	functions	that	exists	to	facilitate	
that	transaction.	

Rules and regulations
Rules and regulations include the laws, regulations and standards as well as the informal rules 
and cultural norms that value chain actors abide by. This	includes	broader regulatory agencies and 
SME support institutions	that	offer	guidance	to	small	enterprises	on	how	to	comply	with	the	formalities	
of	importing	and	the	exporting,	as	well	as standard setting bodies and providers of third-party 
certification services	that	set	and	certify	compliance	with	those	standards.

In	cross-border	value	chains,	value	chain	actors	and	practitioners	need	to	consider	the	rules	and	
regulations	of	several	countries.	This	includes:	the	country	in	which	they	operate;	the	country	from	which	
they	import	an	input	or	export	their	product;	and	the	destination	market	(which	regulates	the	sale	of	
the	finished	product	and,	by	extension,	all	of	the	intermediate	components	within	it).	This	can	have	
significant	implications	on	the	requirements	for	product	quality.

Practitioners also need to consider a host of other rules that govern the international trading 
system.	This	includes	the	formal	rules	of	trade	that	are	established	as	a	result	of	inter-governmental	
negotiations	(e.g.,	bilateral	trade	agreements,	free	trade	areas,	and	the	General	Agreement	on	Tariffs	
and	Trade	or	GATT).	It	also	includes	the	standard	practices	that	international	actors	are	expected	to	abide	
by	when	engaging	in	an	international	trade	transaction,	and	which	are	typically	enforced	by	overseas	
business	partners,	transport	/	logistics	companies,	banks	and	other	financial	intermediaries.	

For	the	purposes	of	this	section,	formal	rules	can	be	split	up	into	different	categories:

a. Voluntary standards and other forms of corporate self-regulation.

Voluntary	standards,	supplier	assessments	and	other	instruments	of	corporate	self-regulation	set	
out	the	rules	that	buyers	refer	to	when	deciding	whether	a	potential	supplier	is	eligible	to	engage	in	a	
business	relationship	with	them.	The	application	of	these	instruments	can	effectively	disqualify	some	
suppliers	from	engaging	in	a	given	sub-segment	of	a	cross-border	value	chain.	Value	Chain	Development	
projects	should	therefore	evaluate	the	extent	to	which	these	instruments	constitute	an	obstacle	to	value	
chain	participation,	especially	when	the	rules	are	considered	to	be	an	industry	standard	(e.g.,	Global	GAP)	
and	are	de facto imposed	on	the	majority	of	suppliers.	

b. Trade regulations imposed by governments (i.e. tariff- and non-tariff measures).

This	category	covers	all	the	rules	and	regulations	that	exporting	and	importing	country	governments	
impose	on	cross-border	trade	transactions.	To	effectively	understand	the	rules	that	apply	to	value	chain	
actors,	practitioners	will	need	to	consider	the	laws,	regulations	and	standards	that	prevail	in	several	
national	jurisdictions,	including:	the	one	in	which	the	project	is	operating;	the	one	to	which	value	chain	
actors	are	exporting;	and	the	final	destination	market	(which	regulates	the	sale	of	the	finished	product	
and,	by	extension,	all	of	the	intermediate	components	within	it).8 

8	 	In	some	cases,	it	can	even	be	useful	to	review	the	legal	framework	of	competitor	countries,	for	the	purposes	of	information	and	
comparison.
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The	legal	framework	of	“rules”	that	governs	international	trade	is	usually	subdivided	into	two	categories:	
tariff-	and	non-tariff	measures.	

 X A tariff	is	a	tax	imposed	by	a	national	government	(or	a	supranational	union)	on	imports	or	exports	
of	goods.	Tariffs	directly	increase	the	cost	of	cross-border	trade	transactions	and	can	therefore	
have	a	significant	impact	on	the	economic	viability	of	cross-border	activities.	Over	the	past	fifty	
years,	following	successive	rounds	of	trade	liberalization	within	the	framework	of	the	GATT,	the	
burden	of	tariffs	has	gradually	decreased.

 X Non-tariff measures,	on	the	other	hand,	are	policy	measures	regulating	trade	other	than	ordinary	
customs	tariffs.9	Non-tariff	measures	(or	NTMs)	often	increase	the	costs	of	trade	due	to	the	effort	
and	time	that	traders	need	to	dedicate	towards	compliance	and	the	fees	charged	for	conformity	
assessments.	For	example,	a	country	may	require	that	a	certain	product	only	enter	its	borders	
through	a	specific	port	or	land	border	point,	creating	extra	transport	costs	and	resulting	in	delays	
at	the	border.	To	the	extent	that	non-tariff	measures	are	implemented	in	a	manner	that	results	in	
unnecessary	obstacles	to	trade,	they	are	known	as	“non-tariff	barriers”	or	NTBs.	Today,	non-tariff	
measures	constitute	a	much	greater	obstacle	to	trade	than	tariffs	in	most	sectors.	

c. Bilateral trade agreements, Free Trade Areas (FTAs) and the multilateral trading system.

In	addition	to	national	laws	and	regulations,	practitioners	need	to	consider	the	specific	set	of	rules	that	
establish	the	terms	of	trade	between	different	trade	partners.	This	includes	bilateral	trade	agreements	
and	free	trade	areas	(which	bring	together	two	or	more	trade	partners)	as	well	as	the	broader	framework	
of	the	multilateral	trading	system	(e.g.	the	General	Agreements	on	Tariffs	and	Trade,	or	the	GATT).	
Individual	cross-border	business	transactions	may	or	may	not	fall	within	the	framework	of	these	
agreements,	determining	the	extent	to	which	they	can	benefit	from	preferential	trading	arrangements	
(e.g.	tariff	reductions).

Modern	trade	agreements	cover	both	tariffs	and	non-tariff	measures.	They	generally	create	more	
favourable	trading	arrangements	for	the	countries	that	are	party	to	the	agreement,	through	the	
elimination	of	tariffs	and	the	removal	of	non-tariff	barriers.	Today,	free	trade	agreements	(FTAs)	have	
begun	to	focus	more	on	the	elimination	of	non-tariff	barriers	to	trade	than	on	tariffs.	“Deep”	FTAs,	in	
particular,	seek	to	remove	non-tariff	barriers	by	facilitating	compliance	with	non-tariff	measures,	through	
greater	regulatory	convergence,	equivalence	and	mutual	recognition.	

X Box 9 – Trade and Sustainable Development Chapters of Free Trade Agreements

FTAs	increasingly	include	trade	and	sustainable	development	(TSD)	chapters.	TSD	chapters	try	to	link	
the	benefits	derived	from	preferential	trading	arrangements	with	partners’	respect	for	international	
commitments	on	human	rights	(including	labour	rights)	and	the	environment.	The	provisions	within	
Trade	and	Sustainable	Development	chapters	are	rarely	enforced,	but	they	can	help	to	establish	the	
ground	rules	for	engagement	in	international	trade.

d. Cross-border trade formalities and trade facilitation: implementation and enforcement of 
rules.

In	addition	to	the	“rules”	that	govern	international	trade,	practitioners	should	consider	the	way	in	which	
these	rules	are	implemented	and	enforced.	It	is	almost	always	possible	to	facilitate	compliance	with	
existing	rules	by	implementing	and	enforcing	them	in	a	more	efficient	manner.	This	can	be	done	without	
having	to	change	the	rules	themselves,	through	a	process	known	as	Trade	Facilitation.

9	 	See	the	international	classification	of	non-tariff	measures	made	available	by	UNCTAD	(https://unctad.org/topic/trade-analysis/
non-tariff-measures/NTMs-classification)

https://unctad.org/topic/trade-analysis/non-tariff-measures/NTMs-classification
https://unctad.org/topic/trade-analysis/non-tariff-measures/NTMs-classification
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Trade	facilitation	is	based	on	a	well-known	set	of	principles:	simplification,	standardization,	harmonization,	
automation	and	transparency.	Compliance	with	trade	regulations	can	be	made	easier	by	improving	
access	to	information,	reducing	the	number	of	documents	that	need	to	be	submitted,	consolidating	
requests	for	data	across	different	government	agencies	and	border	regulatory	authorities,	automating	
Customs	declarations	and	other	processes	at	the	border,	and	so	on.	

X Box 10 - Sustainability standards

Investors	often	use	Environmental,	Social	and	Governance	(ESG)	indicators	to	guide	their	investments	
while	 consumer	 expectations	 are	 often	 translated	 into	 a	 formal	 set	 of	 requirements	 known	 as	
voluntary	 sustainability	 standards	 (VSS)	 that	 define	 the	 conditions	 that	 the	 business	 transaction	
needs	 to	 respect.	 Increasingly,	 governments	 in	 destination	markets	 are	 going	 one	 step	 further	
by	 bestowing	 legal	 force	 upon	 these	 standards	 through	 the	 introduction	 of	mandatory	 import	
requirements,	or	 the	creation	of	mandatory	human	rights	and	/	or	environmental	due	diligence	
obligation	on	companies.	Requirements	are	then	transmitted	to	up-stream	actors,	who	are	expected	
to	commit	 to	codes	of	conduct,	submit	 themselves	 to	social	and	environmental	audits,	undergo	
certification	 processes,	 or	 otherwise	 demonstrate	 compliance	 before	 being	 able	 to	 engage	 in	 a	
cross-border	business	transaction.

3.4 Action
Once the analysis stage has been completed, the next stage of the Value Chain Development Cycle 
is implementation of interventions. As	detailed	more	thoroughly	in	chapter	4	of	the	Value Chain 
Development for Decent Work Guide,	projects	in	implementation	seek	to	facilitate	change	through	
developing	a	portfolio	of	interventions	that	realign	incentives	and	build	the	capacity	of	partners	while	
adopting	a	process	of	trial-and-error	to	continuously	improve	their	intervention	portfolio.	During	this	phase,	
projects	work	with	partners	to	pilot	new	ways	of	working	that	can	address	key	market	challenges.	The	
intervention	process	common	in	market	systems	development	projects	is	articulated	in	the	figure	below.	

While	this	process	largely	holds	for	projects	working	in	cross-border	value	chains,	some	further	
considerations	and	potential	strategic	adjustments	are	highlighted	below.	

Design
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Run initial 
pilots

Find
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systems change
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https://www.ilo.org/wcmsp5/groups/public/---ed_emp/---emp_ent/---ifp_seed/documents/publication/wcms_434362.pdf
https://www.ilo.org/wcmsp5/groups/public/---ed_emp/---emp_ent/---ifp_seed/documents/publication/wcms_434362.pdf
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Value chain actors
Projects can attempt to bring first-time exporters into the value chain though efforts in this area 
should be tempered with caution.	Own-account	workers,	micro-entrepreneurs	and	SMEs	already	face	
all	sorts	of	constraints	to	growth	within	their	own	domestic	markets.	For	many,	the	additional	effort	
needed	to	break	into	export	markets	could	be	one	step	too	far.	Indeed,	there	are	often	significant	
differences	between	domestic	and	destination	markets	for	instance	relative	to	prices,	consumer	
expectations,	the	language	and	culture	of	business	partners,	or	laws	and	regulations.	Moreover,	value	
chain	actors	can	easily	feel	overwhelmed	by	the	sheer	burden	of	understanding	and	complying	with	
standards	imposed	by	buyers	as	well	as	rules	imposed	by	public	authorities	relative	to	trade.	The	nature	
of	conducting	international	transactions	can	also	be	a	major	difficulty,	for	instance,	negotiating	and	
signing	a	contract	with	an	international	business	partner;	planning	and	financing	the	export	process;	
contracting	transport	and	logistics	companies;	sending	/	receiving	international	payments;	dealing	with	
foreign	exchange;	or	maintaining	long-distance	business	relationships.

Projects can support enterprises to enhance their participation in cross-border value chains (e.g. 
increase sales), which is often more feasible.	Projects	can	support	enterprises	that	already participate 
in	the	value	chain	by	strengthening	support	systems	that	improve	enterprise	understanding	of	cross-
border	business	transactions,	optimize	business	processes	and	boost	efficiency.	More	specifically,	this	
will	typically	cover	topics	including	how	to	access	foreign	markets	and	do	business	with	international	
clients;	how	to	ensure	compliance	with	laws,	regulations	and	procedural	requirements;	and	how	to	deal	
with	the	practical	business	of	a	cross-border	trade	transaction	(see	Box	11	below).	Supporting	better	
access	to	trade	facilitation	and	trade	related	training	services	can	ultimately	help	enterprises	increase	
sales	or	improve	terms	of	trade	with	their	current	trading	partners,	or	even	help	them	develop	new	cross-
border	market	channels	(e.g.	to	additional	destination	markets	where	prices	are	higher).	

Projects can also support domestic companies to enter new value chain sub-segments such as 
conducting new activities along the value chain (i.e. “functional upgrading”), which are currently 
conducted abroad.	The	feasibility	of	supporting	functional	upgrading	will	typically	depend	on	several	
factors	including	how	complex	and	different	new	activities	are	compared	to	those	being	currently	
conducted	by	domestic	companies.	For	instance,	it	will	typically	be	much	more	feasible	to	support	
farmers	to	do	“light”	processing	of	their	produce	(e.g.	sorting	and	cutting	of	vegetables)	rather	than	
supporting	them	to	transform	these	into	finished	processed	foods	(e.g.,	transform	fresh	tomatoes	into	
tomato	sauce).	Moreover,	the	feasibility	of	functional	upgrading	among	domestic	companies	will	also	
likely	depend	closely	on	the	willingness	and	capacity	of	external	trading	partners	that	currently	perform	
activities	to	support	that	upgrading.	Some	may	be	highly	unwilling	to	relax	their	stronghold	over	certain	
value-added	activities	while	others	may	welcome	such	developments,	which	they	may	be	conducting	
themselves	simply	due	to	low	capacity	of	partners	in	sourcing	markets.	
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X Box 11 – Potential areas to enhance support services in cross-border value chains

Value chain actors usually stand to benefit from enhanced support services within their own 
market systems, including facilitation services and training.	These	services	could,	for	example,	
cover	the	following	topics:

 X How to access foreign markets and do business with international clients / customers:
 - building	language	skills	and	understanding	business	culture	in	foreign	markets;	
 - conducting	 research	 on	 international	 markets	 and	 developing	 international	 marketing	

strategies; 
 - carrying	out	advertising	and	brand-building	activities	in	the	destination	market.

 X How to ensure compliance with laws, regulations and procedural requirements.
 - obtaining	information	on	the	legal	requirements	associated	with	conducting	an	international	

trade	transaction;	
 - understanding	how	to	comply	with	market	access	requirements	and	buyers’	specifications	

(e.g.,	 packaging	and	 labelling	 requirements,	 food	 safety	 and	quality	 standards,	 technical	
regulations);	

 - ensuring	compliance	with	 the	 rules	and	procedures	of	exporting-	and	 importing-country	
customs	(e.g.,	tariff	classification,	Rules	of	Origin,	clearance	procedures,	transit	procedures);	

 - understanding	and	complying	with	other	laws,	regulations	and	formalities	associated	with	
international	trade	(e.g.	immigration,	non-GMO,	export	licensing).

 X How to deal with the practical business of cross-border trade transactions:
 - dealing	with	international	shipping	documents	and	processes	such	as	choosing	Incoterms,	

filling	out	Shippers’	Letters	of	Instruction	(SLIs),	obtaining	Letters	of	Credit	(LCs),	taking	out	
the	right	transport	insurance;	

 - dealing	 with	 third-party	 providers	 of	 logistics	 services	 such	 as	 shipping	 and	 trucking	
companies,	freight	forwarders,	customs	brokers;	

 - planning	the	export	process	for	producing	sufficient	volumes,	meeting	buyer	deadlines,	etc.;	
 - dealing	with	foreign	exchange	and	managing	exchange	rate	risks;	
 - understanding	and	securing	access	to	trade	finance.

Rules and regulations
Projects can also try to support rule changes though this may be difficult. In	some	cases,	national	
governments	can	ease	the	process	of	complying	with	these	rules	unilaterally,	through	the	implementation	
of	trade	facilitation	measures	or	through	greater	alignment	with	trade	partners’	regulations	and	/	or	
international	standards.	Governments	can	also	engage	with	trade	partners	to	pursue	equivalence,	
mutual	recognition,	or	the	negotiation	of	wide-ranging	free	trade	agreements	or	free	trade	areas,	as	a	
means	of	removing	obstacles	to	integration	into	cross-border	value	chains.	However,	such	solutions	are	
difficult	and	extremely	time-consuming	to	implement.	In	most	cases,	practitioners	should	accept	the	
rules	of	the	international	trading	system	as	a	factor	that	is	beyond	their	control	and	satisfy	themselves	
with	building	the	capacity	of	local	actors	to	understand	and	engage	with	that	system.

Market Channels
Projects must also think about the big picture, including how different (domestic and export) 
market channels complement each other and how enterprises may participate in several of 
these in parallel. As	multiple	export-oriented	market	channels	often	exist	alongside	several	domestic	
market	channels	for	a	given	value	chain,	diversification	into	multiple	market	channels,	export-oriented	
and	domestic,	can	have	significant	benefits	for	value	chain	actors.	Export-oriented	channels	provide	
opportunities	for	business	growth	and	for	social	or	technological	upgrading.	Domestic	channels,	on	the	
other	hand,	can	act	as	“buffer”	against	sudden	shifts	in	the	international	market.	They	allow	enterprises	
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to	fall	back	on	domestic	consumption	in	the	case	of	an	unforeseen	crisis,	such	as	a	drop	in	international	
prices	or	the	introduction	of	new	market	access	requirements.	

Practitioners should consider how they can strategically support the development of domestic 
value chain sub-segments and domestic market channels, which can ultimately support the 
development of cross-border value chains.	Supporting	integration	into	a	purely	domestic	sub-segment	
of	a	cross-border	value	chain	can	sometimes	prove	to	be	a	viable	option	for	smaller	enterprises	that	are	
unwilling	or	unable	to	make	the	leap	to	export.	Moreover,	it	can	also	act	as	a	stepping-stone	towards	
more	direct	value	chain	integration	in	the	future	(see	case	study	below).	Similarly,	integration	in	domestic	
market	channels	catering	to	higher	value	markets	in	which	quality	standards	are	higher	and	transactions	
more	formalised	may	provide	a	stepping-stone	for	enterprises	to	enter	into	a	cross-border	value	chain	
market	channel,	which	otherwise	might	simply	be	too	much	of	a	leap.

X  Box 12 – Case Study: creating opportunities for domestic enterprises 
through indirect participation in global value chains in Morocco

In	2016,	the	Government	of	Morocco	formed	a	public-private	partnership	 (PPP)	with	the	Renault	
Group,	 a	 multinational	 automobile	 manufacturer.	 Together,	 the	 partners	 invested	 in	 capacity-
building	for	small	enterprises	and	skills	upgrading	for	their	workers,	through	the	creation	of	training	
institutes	(the	Instituts de Formation aux Métiers de l’Industrie Automobile).	The	introduction	of	these	
crucial	 support	 systems	 created	 the	 conditions	 needed	 for	 these	 small	 enterprises	 to	 begin	 to	
supply	automobile	components	to	the	domestic	subsidiary	of	the	Renault	Group.	In	testament	to	
the	success	of	this	initiative,	the	partners	have	since	signed	an	“Ecosystem	Convention”	that	commits	
the	Renault	Group	to	sourcing	sixty-five	per	cent	of	its	inputs	(automobile	components)	from	local	
suppliers	by	2023.

X Box 13 – Practical ILO Resources

In	 complement	 to	 this	 guide,	 a	 series	 of	 ILO	 resources	 can	 help	market	 systems	 development	
projects	navigate	through	the	nexus	decent	work	and	cross-border	value	chains,	including:

	 X Value	Chain	Development	for	Decent	Work	Guide  
X Market	Systems	Analysis	for	Decent	Work:	A	User-friendly	Guide 
X Supply	chains	and	systemic	change:	the	case	of	a	mining	multinational	in	Laos 
X A	market	systems	analysis	of	working	conditions	in	Asia’s	garment	export	industry 
X Creating	shared	value	in	the	Dominican	Republic’s	banana	industry

https://www.ilo.org/wcmsp5/groups/public/---ed_emp/---emp_ent/---ifp_seed/documents/publication/wcms_434362.pdf
https://www.ilo.org/wcmsp5/groups/public/---ed_emp/documents/publication/wcms_744249.pdf
https://www.ilo.org/wcmsp5/groups/public/---ed_emp/documents/publication/wcms_715752.pdf
https://www.ilo.org/wcmsp5/groups/public/---ed_emp/---emp_ent/---ifp_seed/documents/publication/wcms_628430.pdf
https://www.ilo.org/wcmsp5/groups/public/---ed_emp/---emp_ent/---ifp_seed/documents/publication/wcms_550100.pdf
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