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Think piece on SEEP Value Chains and the Poor Working Group
SEEP is pleased to announce the formation of a new working group called Value Chains and the Poor.  The purpose of this working group is:
· To provide a forum for SEEP members to begin a dialogue and address the issues they are facing in developing value chains for the poor.  

· To compile the lessons learned and contribute towards a set of best practices in value chain development for the poor.

· To create a learning agenda in the area of value chain development that meets the needs of SEEP members.
Intended Participants:

This working group is intended for SEEP members working in value chain development, especially those targeting the poor in challenging environments (post conflict, post disaster, in remote rural areas), and with vulnerable populations (women, HIV/AIDS affected households)
Simple Overview of the Value Chain Approach in Microenterprise Development
The current focus of microentperise development is to ensure that the poor are not left behind and excluded from the development of markets.  To participate in dynamic markets, micro and small enterprises (MSEs) require access to quality input supplies, technology, finance, and market information.  MSEs and smallholder farmers do not operate in a vacuum; they operate within market systems which may be local, regional or even international.  

The series of actors and activities needed to transform a product from raw materials to final product for distinct consumer groups is called a value chain.  There are usually several value chains in a subsector (see figure below).  The range of activities a product follows to be transformed and to reach the market is: input supplies →production → processing → wholesaling → retailing → exporting.  Typical value chain consumer groups are rural, low income urban, high income urban, international.  

Generic Wooden Furniture Subsector with 3 Value Chains
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MSEs often operate in a market channel which targets other poor consumers as their market.  This may be because their products are poor quality, and/or they do not have access to transportation and other market outlets, and/or they do not have access to technology to add value to their product.  
Value chain analysis assists us in assessing MSE competitiveness and the factors that affect their capacity to participate in higher value markets.  Some of these factors include:

· Access to end markets that are higher value

· The enabling environment 

· National

· Regional

· Global

· Inter-firm cooperation 

· Vertical

· Horizontal

· Supporting Markets

· Input supplies

· Infrastructure – (i.e. transportation, storage)

· Finance

· Access to firm level upgrading

· Technical information
· Technology

Challenges in Value Chain and the Poor
SEEP members are committed to reaching the poor.  Developing value chains that focus on improving the incomes of the poor through increasing the value for the return of labor and reducing the risks for all actors along the value chain has specific challenges.  Some of these challenges are as follows:
1. Minimal public infrastructure.  Rural areas in developing countries often lack a paved road network which facilitates moving goods and services efficiently and cost effectively. Unpaved roads can become impassable during rainy season.  Electricity is often non-existent which impacts on the capacity to add value to products and upgrade resulting in limited opportunities to improve competitiveness for MSEs.  In some post conflict countries and in post disasters, the urban poor also face the challenge of not having access to electricity.
2. Disabling environment.  In many developing countries corruption is part of any economic transaction.  Vertical inter-firm relationships may be influenced by kickbacks and/or favors which are expected with any transaction.  

3. Weak support markets.  Remote locations, poor infrastructure and gender and ethnic minority bias are factors which discourage the provision of business services (support markets) to the poor.  If there are business service providers, there may be only 1 or 2.  Existing support market providers may lack capital and equipment to provide quality services to the poor.  And MSEs may lack access to capital to purchase the services offered by business service providers.  

The above issues raise the following questions 
1. When more than 50% of the population of a country is living below the poverty line, the value chain development within a targeted industry will be hampered with many constraints.  How can a facilitator form alliances with other facilitators in order to achieve impact over a limited project life span within such a context?

2. How can our interventions work positively for the poor in a business environment hampered by bribes in vertical interfirm relations?

3. If your core competency is non financial services, how can you develop skills with local staff in identifying and working with financial service providers who are not MFIs or banks?

4. How can interventions improve vertical linkages, especially between MSEs from vulnerable populations and potential lead firms when contracts have not been honored previously?
5. How can horizontal linkages between MSEs operated by the very poor be strengthened in a context where trust has been destroyed at the community level?  

Planned Activities for 2006
· Recruit members

· Facilitation of on-line dialogue regarding Value Chain Development focused on integrating the very poor in to higher value markets.  The aforementioned questions will be used to initiate the dialogue.

· Preparation of a focus note that reflects the issues faced by members in designing and implementing VC development projects focused on the poor that comes from the online exchanges between members.
· Develop a formal agenda for 2007 that reflects member’s learning needs regarding value chain development that includes the very poor in different contexts.

How to join the working group:
If you are a SEEP member and you are interested in joining this new working group and subscribing to the listserve for this new working group, please send an email to: Mary Morgan, working group facilitator, at m.morgan@telus.net with the following information:
First & Last name

Organization

E-mail address

You will receive an e-mail to let you know that you have been successfully subscribed to the listserve.  
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