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Chapter 3

Enhancing Value Chain Innovation
Through Collective Action: Lessons
from the Andes, Africa, and Asia

André Devaux, Claudio Velasco, Miguel Ordinola, and Diego Naziri

Abstract The development community has shown increasing interest in the poten-
tial of innovation systems and value chain development approaches for reducing
poverty and stimulating greater gender equity in rural areas. Nevertheless, there is a
shortage of systematic knowledge on how such approaches have been implemented
in different contexts, the main challenges in their application, and how they can be
scaled to enable large numbers of poor people to benefit from participation in value
chains. This chapter provides an overview of value chain development and focuses
on the International Potato Center’s experiences with the Participatory Market
Chain Approach (PMCA), a flexible approach that brings together smallholder
farmers, traders, processors, researchers, and other service providers in a collective
process to explore potential business opportunities and develop innovations to
exploit them. The PMCA is an exemplary case of South—South knowledge exchange:
it was first developed and implemented in the Andes, but has since been introduced,
adapted, and applied to different market chains in Africa and Asia, where it has
contributed to improved rural livelihoods. The experiences of adjusting and imple-
menting the approach in these different contexts and the outcomes of those inter-
ventions, and complementary approaches, are examined in this chapter. Lessons
learned from these experiences are shared with a goal of informing the promotion,
improvement, and scaling of value chain approaches in the future.
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3.1 Introduction

Agriculture is rapidly changing in developing countries in response to a variety of
factors that include enhanced access to technologies, increased urbanization, shift-
ing in diets, improvements in farmers’ education and health, institutional and policy
reforms, and investments in rural infrastructure. At the same time, the growing num-
ber of supermarkets—referred to as “supermarket revolution” (Reardon and
Hopkins 2006)—and the smallholder agriculture integration in changing food mar-
kets are helping to create new income opportunities and a more dynamic environ-
ment; one in which new technologies and agricultural practices can contribute to
helping smallholder farmers respond to these changes and associated challenges.
Facilitating sustainable access to high-value markets can enable poor farmers to
increase their incomes, making it an effective strategy for reducing poverty (Wiggins
and Keats 2013). But those farmers are often at a disadvantage when it comes to
producing for and doing business in high-quality food chains and ensuring compli-
ance to both public and private standards (Henson and Humphrey 2010), given their
limited access to financial and other services, and their largely poor organizational
capacity for collective marketing. Furthermore, their market connections are mostly
informal and characterized by high levels of distrust, uncertainty, and transaction
costs. This is particularly true for perishable crops, such as potatoes, which are
grown on small farms in mountainous areas. For agricultural research to benefit
such farmers and make value chains more inclusive, it must be complemented by
other efforts to improve the regulatory environment, alleviate resource constraints,
and build local capacity to respond to evolving technological and economic chal-
lenges and opportunities. It may also be necessary to act to influence the incentives
and constraints faced by market actors, so that they can communicate more effec-
tively with farmers and establish mutually beneficial and enduring business
relationships.

There are clear signs that agro-industries are having a significant impact on eco-
nomic development and poverty reduction globally, both in urban and rural com-
munities (FAO 2013). Despite the risks associated with high-value markets, changes
in and around the agri-food sector can contribute to the development of better sup-
port services for farmers, such as technology, extension, and financial products.
There is evidence that small producers with access to technical support services are
more willing to adopt new technologies and make investments to take advantage of
emerging market opportunities (Royer et al. 2016).

Traditionally, different organizations have designed and implemented different
types of interventions in agriculture and associated markets. While public agricul-
tural research and extension programs have focused mainly on increasing agricul-
tural production and productivity, nongovernmental organizations (NGOs) and
other entities have focused on commercialization and the development of inclusive
value chains. The impact of interventions in these areas has primarily been con-
strained by the lack of holistic approaches that address the challenges and opportu-
nities along the value chain while taking into consideration the needs and capacities
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of different value chain actors, from input suppliers to farmers, agro-industries, and
consumers. Accordingly, development practitioners have progressively introduced
the so-called innovation system approaches which bring together different value
chain stakeholders in recognition of the fact that systematic change occurs through
the interactions of multiple actors—both individual and institutional—and sources
of agricultural knowledge and innovation (Biggs 2008; Schut et al. 2016). However,
the practical application of agricultural innovation systems and inclusive value
chain approaches—and in particular the integration of these two approaches—is a
challenge. This has been documented by studies, such as those presenting the results
of recent work by the CGIAR! consortium and partners in Africa, Asia, and Latin
America, in which the opportunities arising from new and expanding markets for
agricultural products are analyzed and the challenges for smallholder participation
in these markets, and benefits derived from participation, are identified (Devaux
et al. 2016). In Latin America, Devaux et al. (2009) present the case of the Papa
Andina Initiative in the Andes, which used collective action to promote innovation
in the market chain through two approaches: The Participatory Market Chain
Approach (PMCA) (Devaux et al. 2009) and Innovation Platforms (Thiele et al.
2011b). Both approaches sought to promote the interaction of small-scale potato
producers with market actors and agricultural service providers, with a goal of
establishing alliances and contractual agreements in response to new market
opportunities.

This chapter offers some perspectives on value chain development and presents
the experiences of the International Potato Center (CIP) with the PMCA. This
approach, originally developed to increase competitiveness and improve the liveli-
hoods of small-scale potato producers in the Andes, has proved useful in other mar-
ket chains and in other parts of the world, such as East Africa and Asia. The chapter
unfolds as follows. We first present the experiences of implementing the approach
in the Andes, and the adjustments that have been made to it, while analyzing factors
that have influenced its implementation. We then describe and analyze the experi-
ences of replicating and validating the approach in different contexts and regions.
Finally, we discuss the lessons learned in order to inform the design of interventions
that use the PMCA approach as a research for development tool and provide insights
for its replication and adaptation elsewhere.

3.2 General Concepts of Value Chain Development

The term ““value chain” is used in different ways in literature. In this chapter, by
“value chain” we refer to a set of actors that interact to transform inputs and services
into products with attributes that consumers are willing to buy. The debate sur-
rounding value chains in recent years has been about understanding the changes that
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take place in some rapidly evolving markets for agricultural products, the conse-
quences of these changes for the poorest actors in the market (specifically small
producers and small-to-medium-sized companies), and effective alternatives that
governments, development organizations, and the private sector can provide to sup-
port those value chain actors. Millions of people with low-incomes—a large portion
of them women—participate in agricultural value chains as producers, traders, pro-
cessors, and retailers (Fig. 3.1). Many millions more, including the majority of the
poor in the developing world, participate in agricultural value chains as workers or
consumers. Improving the performance of agricultural value chains can thus benefit
a large number of people (Reardon and Timmer 2012; Reardon et al. 2012).

We refer to “value chain development” (which we abbreviate as VCD hereafter)
as a type of intervention aimed at reducing poverty through improved links between
companies, urban dwellers and rural producers. It has been defined as “A positive or
desirable change in a value chain to extend or improve productive operations and
generate social benefits: poverty reduction, income and employment generation,
economic growth, environmental performance, gender equity and other sustainable
development goals” (UNIDO 2011). From this perspective, many development
agencies, donors, and governments have adopted the value chain approach as a key
element of their strategies to reduce rural poverty (Humphrey and Navas-Alemén
2010). In contrast to traditional agricultural research and development (R&D)
approaches, which focus on improving the capacities of small producers to increase
their productivity or better manage natural resources, the VCD approach challenges
R&D organizations to work with diverse actors to understand how a value chain
functions and identify mutually beneficial options to improve its efficiency.

Input suppliers
Producers i
~—
-
Producer associations 4
Buyers/transporters
FYocessors Flow of good
Input suppliers
Wholesale/retail —— ~p Technical assistance,
support services
and systems

Fig. 3.1 Simple value chain (Devaux et al. 2016)
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While the globalization of markets offers opportunities to market higher value
products that simply did not exist before, these markets generally demand much
more in terms of business acumen, efficiency and attention to quality and food
safety standards than traditional product markets (Reardon et al. 2009). Participation
in value chains for more demanding markets requires small-scale producers to
deliver a regular supply of products of consistent quality in sufficient quantity at the
right time and price. The fulfillment of these conditions requires access to land,
inputs, technology, knowledge, organizational capacity, ability, and infrastructure,
which may be lacking in some communities or groups of resource-poor farmers.
Public policies are also needed to adapt government strategies to different situations
and support the participation of smallholder farmers in more dynamic value chains.
Smallholders are at a disadvantage compared to medium- and large-scale producers
when it comes to taking advantage of these transformations, since they are often
located in areas with less private and public infrastructure, are further away from
markets, produce comparatively little amounts of products than need consolidation,
and have less favorable conditions for high-yielding agriculture.

In this context, CIP, within the framework of its activities in the Andean region,
developed a more integrated, participatory approach that combines agricultural, insti-
tutional, and value chain innovations while seeking synergies. Called the Participatory
Market Chain Approach (PMCA), it is a flexible approach that tries to involve small-
scale farmers, market agents (traders, companies, and processors among others),
researchers, and service providers in a collective process to identify and explore poten-
tial business opportunities that can equitably benefit the diverse actors of a selected
value chain (Bernet et al. 2006). It was developed and applied for the first time in Peru,
to increase competitiveness in potato market chains, which are important components
of local agri-food systems, and to contribute to improving the livelihoods of small
farmers. Subsequently, thanks to CIP’s global presence, the approach was introduced
and adapted together with local organizations that applied it to different market chains
in other countries in the Andes, Africa, and Asia, in an example of South—South knowl-
edge exchange. The PMCA is most effective when it is implemented as part of a com-
prehensive strategy that includes support to farmers' organizations, business
development, policy change, and public advocacy. CIP spearheaded the development
of the PMCA and has supported the development of local capacities needed to facilitate
successful innovation processes (Devaux et al. 2013).

3.3 The Participatory Market Chain Approach: Origin
and Characteristics

The regional initiative known as Papa Andina (Andean Potato) was implemented
from 1999 to 2010 to strengthen the capacity of R&D organizations in Bolivia,
Ecuador and Peru with the overall objective of increasing competitiveness and
improving the livelihoods of small-scale potato producers (Devaux et al. 2011).
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In 2002, CIP social scientists working in the Papa Andina program and the Potato
Innovation and Competitiveness Project in Peru (INCOPA)? began to experiment
with a participatory approach known as Rapid Appraisal of Agricultural Knowledge
Systems (RAAKS) (Engel and Salomon 1997). This approach brings together
diverse stakeholders in a participatory process to stimulate collective learning, fos-
ter trust, and promote innovation. Papa Andina used RAAKS to identify market
opportunities involving small-scale farmers, together with other value chain actors,
researchers, and service providers.

The participation of traders, supermarkets, food processors, and chefs in a pro-
cess of research for development was a radical break from previous participatory
R&D efforts, which had been limited to researchers and farmers. Many researchers
felt—and some still do—that working with market agents could distract research
for development scientists from their focus, which was solving farmers’ production
problems. When the interventions were implemented, additional steps were added
to RAAKS for the development of new products, resulting in a new approach, the
PMCA, which was implemented in Peru and then validated in Bolivia in 2003. In
subsequent years, this approach was applied in different contexts and thoroughly
documented (Ordinola et al. 2009; Devaux et al. 2011).

The PMCA involves the individuals participating in a market chain and service
providers, public and private, that support the chain—such as NGOs, financial ser-
vices providers, development professionals, and researchers—in a facilitated pro-
cess for identifying and developing innovations to exploit market opportunities.
Those innovations can be technological, commercial, or institutional. The PMCA
was conceived to be implemented in three phases that last between 9 and 18 months,
according to the public and private context and the actors involved (Bernet et al.
2006; Antezana et al. 2008). However, when applied in different contexts, it became
apparent that various activities might be required to consolidate progress in strength-
ening the relationships between the market chains’ actors and follow up on techni-
cal and commercial innovations after the conclusion of the three phases.

The PMCA'’s phases (Fig. 3.2):

e Phase 1. Getting to know market chain actors and their activities through
an assessment. The PMCA is initiated by an R&D organization that takes the
lead in selecting the market chain in which it will work, identifying potential
R&D partners and conducting exploratory and participatory diagnostic research
on the chain. This phase, which can last from 2 to 4 months, concludes with a
public event to discuss the assessment’s results, generate ideas for possible inno-
vations and motivate the actors of the market chain and service providers to
participate in Phase 2.

2The INCOPA project, managed by CIP with support from the Swiss Agency for Development and
Cooperation, was created to improve potato value chain competitiveness in Peru, with an emphasis
on native potatoes grown by smallholder farmers in Andean highlands.
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Objective per Phase Role of Participants Role of Facilitator

Phase 1

To get to know the different
market chain actors, their
ideas, etc.

+ Final event

Phase 2

To analyze in a participatory
manner potential joint
business opportunities

* Final event

Interest

Leadership

Facilitation

Phase 3 '

To implement joint business Collaboration | Backstopping ‘

opportunities
* Final event

Fig. 3.2 The structure of the methodology: the three phases of the PMCA (Source: Bernet et al.
2006)

Phase 2. Joint analysis of potential market opportunities and innovations

needed to take advantage of them. Representatives of participating R&D orga-
nizations facilitate the exploration and analysis of potential market opportunities.
Actors of the value chain and service providers are organized in thematic groups
that meet between 6 and 10 times to analyze potential opportunities, including
thorough technical or market studies. A second public event takes place at the
end of Phase 2 to discuss prioritized business opportunities and to encourage new
stakeholders, with the appropriate knowledge and complementary experience, to
join Phase 3.

Phase 3. Joint development of innovations. During this final phase, the group

focuses on the development, market testing, and launch of specific innovations.
This may require work in specialized areas such as processing, packaging, label-
ing or branding tests. Companies increasingly play a leading role in this phase.
The PMCA exercise closes with a third public event in which the market innova-
tions developed are presented to a wide selection of stakeholders such as public
officials, potential donors, policy makers, decision makers from the private sec-
tor (supermarkets, processors, etc.), the public and representatives of the media.

Experiences show that the implementation of the PMCA can deviate from the

orderly sequence of phases described above. While some groups have dissolved
before producing any useful innovation, others have advanced and launched cost-
effective innovations during Phase 2. Some groups have also continued to interact
and generate innovations years after the conclusion of the PMCA exercise.
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3.4 Examples of Value Chain Intervention Implemented
in Several Geographies

Since the PMCA was developed, it has been adapted and applied to foster innova-
tion in varied value chains in different countries, including the following:

e Potatoes in Bolivia, Peru, Ecuador, and Indonesia

* Dairy products in Bolivia

* Organic coffee in Peru

*  Yams in Colombia

* Sweetpotatoes, tomatoes, and peppers in Uganda

* Potatoes, sweetpotatoes, bananas, and cassava in Uganda

e Agquaculture in Nepal and Bangladesh

* Amazonian fruits in Bolivia

e Fruits and vegetables in Nepal

e Organic and traditional products (e.g., home-made pasta, goat cheese, nuts,
honey, mushrooms, tea, and dried fruits and vegetables) in Albania

Only a few of these applications have been well documented and evaluated. In
the following sections, we analyze concrete examples of applications of the PMCA
in interventions for which there is sufficient published information (Table 3.1).

3.4.1 Peru’s Native Potato Revolution

From 2001 to 2010, more than 20 public organizations, NGOs and companies col-
laborated on the INCOPA project, within the framework of the Papa Andina
regional initiative. The project focused on both commercial potato varieties and the

Table 3.1 Experiences with the PMCA around the globe

Experience Product/s Country/ies Principal sources
(1) Peru’s native potato Potato Peru Ordinola et al. (2009, 2013,
revolution 2014), Horton and

Samanamud (2013)
(2) PMCA experiences in | Coffee, milk, yam, Peru, Bolivia, | Horton et al. (2013c)

different value chains in | and potato Colombia

the Andes

(3) The revalorization of | Potato Ecuador Montesdeoca et al. (2013),
native potatoes in Ecuador Montesdeoca (2016)

(4) Building capacity for | Potato, sweetpotato, | Uganda Mayanja et al. (2012, 2013),
innovation in Ugandan tomato, and hot Horton et al. (2010)

value chains peppers

(5) The PMCA and Potato, sweetpotato, | Indonesia, Horton et al. (2013a, b),
Farmer Business Schools | vegetables, coffee, Philippines International Potato

in Indonesia and cattle Center (2017a)
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native potato varieties that indigenous farmers in the Andes have traditionally
grown and consumed. Its objective was to promote innovations in native potato
production and commercialization in order to improve the competitiveness of this
value chain for the benefit of the small-scale farmers that produce them. To this
end, CIP and partners developed and used the PMCA as an applied research and
development approach. INCOPA worked to link small-scale producers of native
potatoes with researchers, development professionals, and a range of actors in
potato market chains (supermarkets, processors, etc.) to capitalize on the biodiver-
sity of native potatoes and their culinary, nutritional, and cultural attributes. The
implementation of the PMCA was complemented by efforts to promote alliances
and coordination between value chain actors through innovation platforms, to
increase public awareness of the virtues of native potatoes and to support the for-
mulation of policies in support of these chains. The PMCA acted as a catalyst for
innovations that—together with different interventions in the technical, institu-
tional and political spheres—triggered commercial, productive, and institutional
processes that continue to this day, and contributed to what has been dubbed “Peru’s
native potato revolution” (Horton and Samanamud 2013).

In Peru, two cycles of the PMCA were implemented. The first application
focused on the commercialization of improved potato varieties, whereas the second
cycle focused on native potatoes. The exercises included the participation of not
only researchers, Ministry of Agriculture officials, and typical market chain actors
but also chefs and supermarket managers. This was the first time that such a diverse
group met to collaborate on options for promoting the potato in Peru. The “new
actors” brought new energy, perspectives, and ideas to discussions that had previ-
ously been dominated by R&D professionals.

The first application of the PMCA, which started in 2002 in Peru, gave rise to the
country’s first brand of selected fresh potatoes, Mi Papa (My Potato), which was
distributed through the wholesale market in Lima. Subsequently, a new organization,
CAPAC Peru, was created with the participants to promote the commercialization of
high-quality local agricultural products, including potatoes marketed under the Mi
Papa brand. The second application of the PMCA resulted in two new products made
with Peru’s native potatoes. T'ikapapa was launched as the first brand of gourmet,
fresh native potatoes sold in supermarkets in the Peruvian capital, Lima. Shortly after
that, Jalca Chips, an innovative potato chip product made of naturally colored (blue,
red, yellow) native potatoes, was launched. Jalca Chips, sold in duty-free shops in
Lima’s international airport, opened the way for native potatoes into high-value, pro-
cessed products markets. Both products were sold in grocery stores but were eventu-
ally replaced in the market by other brands of better quality using native potatoes,
thanks to a process of creative imitation and improvement. Since then, more than 20
comparable native potato products have appeared on the market ranging from the
ones produced by small provincial companies to the products of multinational com-
panies, some of which are exported, as illustrated in Fig. 3.3 (Ordinola et al. 2009).
In addition to the new products, important ideas for policy initiatives, advocacy,
and awareness campaigns to promote potato consumption emerged during the
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Fig. 3.3 The PMCA as a trigger for innovation in the development of new potato products in Peru.
(Source: Updated based on Ordinola et al. 2009)

second cycle of the PMCA. Perhaps the most remarkable one was the creation of a
National Potato Day in Peru. It was established in 2005 and has been held annually
since then, in both Lima and the provinces. The Minister of Agriculture (MINAGRI)
established a special commission to organize the first event, which included organi-
zations that participated in the PMCA. Today this commission continues to function
as an institutionalized network and MINAGRI allocates an annual budget for the
celebration of National Potato Day, which promotes potatoes to the Peruvian peo-
ple. This commission supported the efforts of Peruvian government officials to get
the United Nations to declare 2008 as the International Year of the Potato. After that
proposal was accepted, the commission led numerous outreach activities to promote
the celebration of the International Year of the Potato in Peru throughout 2008. The
combination of innovations in the market chain, changes in supporting policies, and
enhanced public awareness have contributed to improving the image and percep-
tions of native potatoes in Peru.

Encouraging the big players in the market During the application of the PMCA
in Peru, some of the large players in the Peruvian market participated in the initial
meetings, but then abandoned the process because they perceived the process time-
consuming and saw few benefits in the short term. As a consequence, the first inno-
vations involved mostly small processing companies and not all of their efforts were
sustainable for different reasons, such as quality issues, lack of continuity and fail-
ure to position their products. The INCOPA project and its network of public-private
collaborators backed the initiatives of the most innovative small entrepreneurs. As
these products began to penetrate the markets, the large market players returned to
learn about opportunities for developing new potato-based products. They sup-
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ported the creation of institutional arrangements to organize an orderly supply of
quality potatoes through commercial arrangements such as contracts to promote
good practices that were backed by the project.

These efforts were supported by NGOs that worked in the regions where native
potatoes are grown, and that helped producers to organize themselves so to be to
supply a product that met the market’s quality requirements. The CAPAC Peru
platform,®> which emerged as an institutional innovation through the PMCA, has
supported the native potato value chain by promoting interactions between produc-
ers and market agents (Ordinola et al. 2009). With the revamped interest of bigger
market players led to the creation of an array of new potato-based products and dif-
ferent brands of native potato chips of superior quality, which ranged from the prod-
ucts of multinationals such as Frito Lay and Grupo Gloria to those produced by
small provincial companies, in response to market’s diverse demands. The PMCA
thus “triggered” a process whereby the second and third generation of innovations
are often more important than the ones developed during the approach’s initial
application (Ordinola et al. 2013; Proexpansién 2011). Figure 3.3 illustrates this
process.

Measuring impact In the province of Andahuaylas, in Peru’s Apurimac Region, a
study was implemented to evaluate the initial scope and impact of the INCOPA
project’s intervention through the CAPAC Peru platform, using the “impact path-
way” methodological framework (Maldonado et al. 2011). In this region, INCOPA
used the PMCA to promote the exploitation of market opportunities for native
potato biodiversity and improvements in the competitiveness of the potato value
chain. For this study, 80 producers in the intervention area were selected through
stratified sampling (sampling units are grouped by geographical location), and addi-
tional 66 farmers in the same areas were identified as a counterfactual group.

The main conclusions of this case study include:

1. Potato producers in the studied area expanded and diversified their commercial
relationships, mainly due to greater demand for native potatoes locally and from
supermarkets and agribusinesses in Lima;

2. Small producers in the study area managed to develop business skills and
improved their post-harvest management to the degree that they enjoyed
increased demand from the new markets that they accessed,;

3. Potato producers in the target group belong to organizations that maintained
relationships and links with institutions which were engaged through the PMCA
process and had continued to provide technical assistance and other services that
allowed more efficient business operations;

3 Cadenas Productivas Agricolas de Calidad en el Perii (Quality Agricultural Production Chains),
known as CAPAC Pert, was a second-level, social, economic, and technology promotion organiza-
tion that provided specialized services for the development of production chains for potato and
other tubers in Peru.
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4. Farmers involved in the project attained higher average incomes through better
prices (26% higher than the control group) and higher sales volumes of potatoes,
especially native potatoes.

In a subsequent case study on the participation of potato growers in Peru’s cen-
tral highlands in native potato value chains, Tobin et al. (2016) studied the social
differentiation between participants and nonparticipants within communities and
the reasons for the inclusion or exclusion of households in the value chain. His find-
ings indicate that participation in value chains is not necessarily beneficial for all
small-scale farmers. For such programs to have broad social benefits, policies and
other institutional arrangements are needed to minimize the risks associated with
participation in such value chains and to provide support for participation in other
types of less demanding markets. Since high-value markets often require more
investment and assets, they are probably not the most appropriate option for lower-
income households. Horton and Samanamud (2013) indicate that families with less
land, less education, less access to credit, and less developed social networks have
benefited less from new market opportunities. But despite these shortcomings, the
same authors found that the innovation process generated by the PMCA helped to
improve the image of native potatoes and link small-scale farmers with sufficient
capacity to dynamic urban markets for potato-based products.

If we analyze the development of native potato value chains in Peru, it is clear
that the country’s economic and policy contexts have been favorable, including gov-
ernment support and beneficial policies, the participation of a committed private
sector, a gastronomic sector willing to promote native products, and the support of
international donors such as the Swiss Agency for Development and Cooperation,
which strengthened the innovation process through training and coaching in the
implementation of the PMCA and the development of innovations. This process
made it possible to transform a situation in which native potatoes were nothing
more than a subsistence food for poor farmers in the Andean highlands, with little
prospect of market-oriented agriculture, to one in which they are now recognized as
a noteworthy and nutritious Peruvian product that deserves a price premium in
urban markets and gourmet restaurants.

More recently, CIP has built upon this achievement with support from the
International Fund for Agricultural Development (IFAD) in a project to strengthen
innovation to improve the incomes, food security, and resilience of potato producers
in Bolivia, Ecuador, and Peru. This initiative complements IFAD’s public invest-
ment projects in these three countries and has contributed to expanding the PMCA
approach in the region.
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3.4.2 Analysis of PMCA Experiences in Different Value
Chains in the Andes

From 2007 to 2010, the Andean Change Alliance (Alianza Cambio Andino)* evalu-
ated the processes and results of PMCA implementation in VCD interventions in
the Andes. Eight applications of the PMCA were initiated under the leadership of
professionals at agricultural R&D organizations in Bolivia, Colombia, Ecuador, and
Peru. None of them had previously implemented the approach, but the Alliance
provided them with training and backstopping during implementation. Out of the
eight cases initiated, five were completed, four of which were analyzed based on the
greatest learning potential with the resources available for the study (Horton et al.
2013c). Those cases are:

Case 1. Marketing high-quality coffee in San Martin, Peru

Case 2. Developing and marketing of new dairy products in Oruro, Bolivia
Case 3. Development of new markets for yams in Northern Colombia

Case 4. Conserving and marketing native potatoes in Northern Potosi, Bolivia

A summary of the results achieved and analysis of each case, according to Horton
et al. (2013c), follows.

3.4.2.1 Case 1. Marketing of High Quality Coffee in San Martin, Peru

This case study focused on a women’s group that took the lead in the development
of a local market for locally produced coffee. Members of the group acquired
knowledge and skills in coffee processing and marketing and established a new
brand of coffee for the local market. Innovations included more careful selection of
coffee beans and improvements in roasting, grinding, and packaging. The applica-
tion of the PMCA motivated the creation of more networks and relationships among
the different stakeholders. They participated in a public event to promote the region’s
coffee in 2010 that attracted local authorities, private sector players, media, and
about 500 members of the public. Success in the commercialization of coffee helped
to consolidate the women’s group and raise its visibility in public and political cir-
cles, as well as in fairs and markets for organic products. They now play a more
prominent role in the local agricultural system.

* Alianza Cambio Andino (Andean Change Alliance) was a regional program of cooperation among
organizations and businesses in Bolivia, Colombia, Ecuador, and Peru that contributed to sustain-
able livelihoods in poor communities by improving the participation of small-scale farmers in
innovation processes.
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3.4.2.2 Case 2. Development and Marketing of New Dairy Products
in Oruro, Bolivia

Alocal foundation, SEDERA, directed and facilitated implementation of the PMCA
with the aim of diversifying the production of community dairy plants. SEDERA
and a group of local farmers were successful in producing mozzarella cheese that
met local quality requirements and was marketed under the brand Vaquita Andina.
The PMCA motivated local dairy producers to diversify the types of cheese they
produce and to improve the quality and sanitary standards of their product. While
the original goal was to sell the new mozzarella cheese to local pizzerias, this did
not materialize, mainly due to its relatively high price. Instead, the main consumers
were high-income households willing to pay a premium for a locally produced
cheese. The product has been sold in a store operated by SEDERA and in some
high-end food markets, including a supermarket in Oruro. Although the economic
benefits for small producers were limited, SEDERA gained experience in analyzing
market chains and facilitating innovation processes and is now using a more market-
oriented approach to its development work.

3.4.2.3 Case 3. Development of New Markets for Yams in Northern
Colombia

In April 2008, the PBA Foundation facilitated the PMCA’s implementation in 7
market chains over a period of 13 months. Some progress was made in improving
the marketing of yams, but no new distinctive yam product was developed or mar-
keted. To sell higher quality yams at better prices, small farmers increased plant
density and improved the selection and cleaning of harvested tubers. Some ship-
ments of fresh yams to the US were made, but the Colombian farmers faced strong
competition from other Caribbean suppliers in that market. Commercial trials of
high-quality yam fiber were hampered by a lack of resources for the construction of
a pilot plant. In light of the small size of local farmers’ organizations, the PBA
Foundation worked to establish a regional network of local associations to improve
their marketing performance. An unexpected result was the organization of suppli-
ers within the local market to better coordinate the flow of products and stabilize
price. The PBA Foundation has now incorporated elements of the PMCA into its
portfolio of participatory methods.

3.4.2.4 Case 4. Conservation and Commercialization of Native Potatoes
in Northern Potosi, Bolivia

PROINPA and the Center for Agricultural Development (CAD) have worked for
years to conserve the biodiversity of potatoes and other Andean crops and to reduce
rural poverty in northern Potosi. They facilitated the development of a new product
called Miskipapa, which consisted of selected and washed native potatoes sold in
meshes. To market Miskipapa, farmers had to improve the sorting and grading of
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their harvested potatoes. Although they expressed interest, there was little support
from local government agencies. Miskipapa was sold for 3 years in supermarkets in
La Paz and Cochabamba, in the shop of a mining union, two tourist hotels and farm-
ers’ markets. However, due to limitations in both supply and demand of native pota-
toes, the economic benefits for farmers were limited. Nevertheless, greater awareness
of the crop’s value contributed to renewed efforts to conserve the region’s native
potato biodiversity. The most significant result was the experience acquired by
CAD, which changed its emphasis from enhancing production to promoting market
chain innovation.

To analyze the factors that influenced PMCA implementation and results in these
interventions, Horton et al. (2013c) used the “Institutional Analysis and Development
(IAD) Framework™ developed by Ostrom (2005) and modified Devaux et al. (2009)
and Thiele et al. (201 1a). This framework considers four main groups of factors that
can influence the implementation and results of the PMCA:

e Macro context: which includes government policies, socio-economic conditions,
and the agro-ecological characteristics of the region that can influence VCD.

e Market chain: biophysical and technological characteristics of the market chain
in which the PMCA is being applied.

 Principal actors: attributes of the relevant market chain actors and service provid-
ers involved in the PMCA process.

e Rules in use: formal and (mainly) informal norms and customs that govern the
behavior of participants.

The macro context The pro-market policies of Colombia and Peru provided a
more favorable environment for the use of the PMCA than the policies of the
Bolivian government, which emphasize the role of the state and “communitarian
socialism.” Agro-ecological environments can also have an effect on the implemen-
tation processes and results. In the Bolivian highlands, where poverty is very high
and production conditions are adversely affected by climatic risks and the reduced
use of inputs, there are severe limitations on the implementation of VCD approaches
for the reduction of rural poverty.

The attributes of the chain Successful innovation is more likely in some market
chains than in others. In the cases involving coffee in Peru and, to a lesser extent,
dairy products in Bolivia, it was possible to bring in outside expertise to improve
processing. On the contrary, in the cases of native potato and yam, the knowledge
base for commercialization and processing was more restricted. One of the reasons
was eventually because the participatory process did not involve the required diver-
sity of participants because of the location and the opportunities linked to the value
chain selected. Coffee and dairy products also presented more opportunities for
processing, branding and product differentiation than potatoes and yams. As men-
tioned in the previous section, the processing of native potatoes into colorful potato
chips has emerged as a viable enterprise that can respond to the demands of urban
consumers in Peru and, to a lesser extent, in Bolivia. However, this type of industry
is typically based in urban areas and was not considered to be a viable option for the
potato farmers in northern Potosi, Bolivia.
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The main actors The cases analyzed enabled the identification of three types of
“champions” that can be crucial for the successful implementation of the PMCA,
and for the approach’s integration into the work of R&D organizations. The first
type of champion is the facilitator who coordinates the group and supports the inno-
vation processes; the second type is a manager/decision maker, who coordinates the
VCD intervention and the implementation of the approach, including mobilization
of resources; the third is a recognized leader within the market chain. In the first
case study, for example, the facilitator, from the NGO Practical Action in Peru,
played a key role in identifying and supporting local actors and facilitating the
change processes. A senior manager of the NGO also provided strong institutional
support. And the leader of the women’s group led the development of the new coffee
brand and the creation of networks with other actors in the local coffee sector. The
leadership and investment capacity of the private sector are also crucial for the ulti-
mate success of efforts to stimulate business innovations.

The rules in use This refers to social customs, norms and rules, both formal and infor-
mal, that guide human behavior on a day-to-day basis. It is an important component in
the value chains that were analyzed, which were generally characterized by distrust and
limited communication and interaction between the different actors in the chain (such
as producers, intermediaries, processors and retailers), which of course limits coordina-
tion and collaboration. Ethnic and racial divisions and discrimination were notable in
the value chains for potato in Bolivia and yam in Colombia, as compared to the coffee
chain in Peru, where such divisions were not observed.

The rules in use (or “standard operating procedures”) of the R&D organizations are
also important. The PMCA is facilitated by individuals based at R&D organizations
that have their own mandates, program structures, cultures, norms and external rela-
tionships. The mandate and culture at public agricultural research organizations can
pose challenges for the successful implementation of the PMCA, as these organizations
may be reluctant to work with the private entrepreneurs who process and market agri-
cultural products. For example, the implementing organization in Peru, Practical
Action, had a strong tradition of working with all sectors, so it easily incorporated the
PMCA into its program to develop coffee markets in Peru. This is not always the case
with public entities that are more focused on productive and technological issues.

Another important factor for the implementation of the PMCA is the process of
training the people who will implement the approach, especially the group facilita-
tors. If not done properly, deviations or failure to implement the approach may
occur, as Horton et al. (2013c) documented. To support the training process, a guide
for trainers was produced (Antezana et al. 2008).

3.4.3 The Revalorization of Native Potatoes in Ecuador

In November of 2008, through the Andean Change Alliance, CIP began collaborat-
ing with the Potato Program at Ecuador’s National Agricultural and Livestock
Research Institute (INTAP), a local NGO, Fundacién Marco, and the Small-Scale
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Potato Producers’ Consortium (CONPAPA) on the implementation of PMCA in
Ecuador, as part of an effort to create market opportunities based on the country’s
wealth of native potato varieties.

The qualitative assessment in the first phase of the PMCA involved 29 chefs and
administrators of restaurants and hotels in different provinces of the country, in
order to determine their knowledge and attitudes towards native potatoes and iden-
tify market niches. The results showed that these varieties were largely unknown in
restaurant and hospitality sectors of the cities, where they could not be found in
markets. Nevertheless, the participants agreed that they had an interesting business
potential.

The final event of Phase 1 was thus dubbed as a “Meeting to seek for business
opportunities in native potatoes,” an activity attended by 35 participants that
included chefs, farmers, processors, representatives of local NGOs and public offi-
cials. Two interest groups were formed in the event: one on culinary research with
native potatoes and the other, considering the requirements of hotels and restau-
rants, focused on the supply of raw materials.

The participation of the chefs was central to the second phase of this PMCA
experience to promote and give visibility to native potatoes in Ecuador. That phase
culminated in a massive event organized by the Ecuador Gourmet Cooking School
to present and share variations of some of the most traditional dishes in Ecuadorian
cuisine made with native potatoes. This event raised the visibility of those varieties
and subsequent efforts focused on taking advantage of opportunities in niche mar-
kets linked to gastronomy.

In the third phase, other restaurants joined the process in order to promote the
consumption of native potatoes and visits by chefs to the farms of native potato
growers were encouraged. Those who visited farms understood for the first time the
reality of the cultivation of those potatoes, in mountainous areas with difficult
access, and accepted that native potatoes should fetch a higher price in the market
than commercial varieties. Farmers, for their part, had access for the first time to
information concerning the quality and timeliness required for supplying potatoes
to this type of market.

A year after initiating the PMCA, the Papa Nativa (Native Potato) brand was
launched at the final event of the process with the slogan “Discovering the Andean
flavor.” The product consisted of selected and washed native potatoes in a mesh. The
launch included press conferences and food fairs in the framework of the celebra-
tion of Ecuador’s National Potato Day.

Developing the product as a commercial innovation triggered technological
innovations at the farm level (fertilizer application, better seed management, pest
management) and in the presentation of potatoes in the market (moving from an
unsorted product to a selected one with a brand name). For the CONPAPA farmers’
association, this meant raising members’ capacities for postharvest handling and
commercialization, since they began selling native potatoes in diverse presentations
and linked with consumers such as restaurants and supermarkets in urban areas for
the first time.
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Although the “Papa Nativa—Discovering the Andean Flavor” brand has not
prospered in the market due to supply problems, high transaction costs, and limited
demand, the results of the PMCA were important because it showcased native pota-
toes in markets other than the local highland markets that they had traditionally
been limited to. This result captured the attention of the company INALPROCES,
which had been promoting high-quality products with social responsibility criteria
for several years. Managers of INALPROCES were inspired by CIP’s Papa Andina
experience with native potatoes in Peru and foresaw interesting business
opportunities in the production and sale of potato chips made with colorful native
varieties in the Ecuadorian market and abroad.

INALPROCES partnered with INIAP, the Minga Foundation for Rural Action
and Cooperation, CONPAPA and CIP’s Ecuador office to identify native potatoes
adequate for processing that could be produced and supplied by CONPAPA
(Montesdeoca et al. 2013). Two colorful varieties obtained by INIAP by crossing
selected native potatoes were chosen for the production of quality potato chips:
Puca Shungo (Red Heart) and Yana Shungo® (Black Heart). Their main characteris-
tic is the intense reddish or purple coloration in their flesh, which means they are
rich in antioxidants, vitamins, and proteins, and differentiates them from traditional
potatoes. In 2011, the brand of colorful native potato chips Kiwa was launched,
promoted with support from international cooperation programs as a business model
for corporate social responsibility. This business model included working in col-
laboration with a number of local actors to maintain consistent production levels
and to ensure a supply of quality seed potatoes. The model also included training
services for farmers based on the Farmers’ Field Schools methodology. The busi-
ness model promoted by INALPROCES was so successful from the beginnings
that, in 2011, the company’s work with Andean potato farmers was recognized as
the best Corporate Social Responsibility project in Ecuador by the Ecuadorian-
German Chamber of Industry and Commerce. It also won an international Award
“Taste 11 Award for Top Innovation of Anuga—2011" in Germany for the native
potato chips.

Since its launch on the market, the product has increased its sales in the domestic
and export markets, including United States, Europe, and the Middle East (Fig. 3.4).
This growth has promoted collaboration between CIP, INIAP, and CONPAPA farm-
ers to carry out activities aimed at promoting the production of quality seed of the
two selected varieties, increasing the volumes of their production and planning sales
by CONPAPA to INALPROCES.

The development of Kiwa native potato chips is one of the most noteworthy
examples of the evolution of the innovation process that, as we noted, continues and
evolves long after the PMCA has formally ended. This commercial innovation has
also catalyzed a range of technological innovations. For example, to satisfy the
demand for seed potatoes of the varieties used in the production of the Kiwa prod-
uct, these varieties were included in the seed multiplication program of the INIAP

3See technical data sheet: http://repositorio.iniap.gob.ec/handle/41000/3267
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Fig. 3.4 Kiwa potato chips displayed at a supermarket in Saudi Arabia

high-quality seed production greenhouse. However, there are other challenges at the
production level, mainly with changes in climate and frost in the Ecuadorian Andes
that affected up to 80% of the production in some years. It is necessary to continue
with the selection of varieties that are appropriate for quality processing and more
tolerant to weather shocks. In the processing area, it is necessary to find more uses
for these potatoes, such as mashed potatoes or frozen French-fry-cut native potatoes
for export (Martin Acosta, Kiwa CEO, personal communication).

The Kiwa case is a good example of how market opportunities and desire of
social responsible business can be driving forces in the establishment and operation
of public—private partnerships for rural development. In particular, the partnership
between INIAP, INALPROCES, and CONPAPA generated concrete research
demands for the selection of varieties and specific requirements for the provision of
high-quality seed and technology transfer services. Through this alliance, CONPAPA
has strengthened the business management capacity of associated farmers and their
ability to meet the demand of INALPROCES, access technical assistance services
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from public and private suppliers, and respond to other business opportunities.
Currently CONPAPA, renamed “AGROPAPA” since 2014, produces certified seed
under contract with the Ministry of Agriculture and has increased its customer base
of fresh, quality ware potatoes in provincial markets.

Conclusions from This Case

If we apply the Institutional Analysis and Development (IAD) Framework as used
by Horton et al. (2013c) to this case, we gain several insights. Regarding the macro
context, it is clear that Ecuador’s pro-market policies were not as favorable as Peru’s
in the case of the Native Potato Revolution. One of the great challenges has been to
inspire entrepreneurship in face of a rather limited business mindset. Although
Ecuador is one of the countries with the highest records of trademarks and inven-
tions in the Andean region, these rarely translate into actual businesses and com-
mercial uptake. As a result, fewer companies are initiated and fewer employment
opportunities are created than in other countries (Wong and Padilla 2017).
Furthermore, farmers have limited access to credit for both investment and working
capital. As a matter of fact, none of the farmers involved in the PMCA had access to
credit and, when necessary, they invested their limited family savings or got per-
sonal loans.

Regarding the value chain, native potatoes were unknown by urban consumers
and it took a considerable effort to position them in that market as a fresh product
and to connect producers with restaurants or potential buyers because there was no
appropriate distribution system. Promoting native potatoes as colorful chips has
been more successful. Given the smaller size of the Ecuadorian national market
compared to Peru, the fact that the product is being placed in international markets
has contributed to its success.

In terms of the principal actors, there was support from service providers and
chefs in the initial implementation of the PMCA, but apparently, a recognized leader
in the native potato chain was missing. When INALPROCESS launched the idea of
producing colorful native potato chips, the leadership role was assumed by that
company.

If we analyze the rules in use, the native potato value chain was not well orga-
nized; there was little communication and limited interaction between the different
actors in the chain and service providers. The alliance between the private sector
company INALPROCESS and the government institute INIAP was a new experi-
ence and it needed to be constructed giving consideration to the norms at INIAP,
which has a more technological mandate than marketing and processing. Once the
Kiwa native potato chips product was launched, the working model for providing
training services and technical support by the company to help farmers respond to
market requirements did not work systematically and was not connected with other
service providers. For example, there was an unmet demand for a manual of proce-
dures and best practices in crop management, post-harvest treatments, and potato
selection, as well as clear and understandable rules and parameters to define the
price paid to the farmer for his products.
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Results: The implementation of the PMCA served to showcase native potatoes
with the collaboration of the chefs and make them known to a broader public than
the rural markets they have traditionally been sold in. The producers were able to
meet the quality and supply schedule required by the processing company respond-
ing to demanding export potato markets, which has helped them access new market
options for their potatoes.

Thanks to INALPROCESS, a colorful native potato chip product was developed
which now has a presence in national and international markets. The product
accounts today for 20% of the company’s sales. They have been able to sell the
Kiwa Native Andean Potato Chips (or Crisps) to retailers all over the world in pre-
sentations ranging from vending machine size to Club sizes, to retailers such as
Costco in Canada and SnR in Philippines. The company is planning to expand
mainly in the USA, the Middle East and Eastern Europe and to move into the
organic-certified market (Martin Acosta, CEO Kiwa, personal communication).

3.4.4 Building Capacity for Innovation in Ugandan Value
Chains

As part of CIP’s efforts to facilitate South—South collaboration, the experiences of
the PMCA in the Andes were shared with R&D professionals and actors in the value
chains of various agricultural products in Uganda between 2005 and 2007.

The capacity development strategy implemented in Uganda included a series of
complementary components. Two cross-learning visits were organized in the Andes
for specialists from that country. This exchange generated enthusiasm and interest
to apply the methodology in Uganda. Training workshops were organized at the
beginning of each phase of the PMCA implementation in Uganda, which allowed
members of the facilitating team to practice using tools in real-world situations.
Participatory learning and joint decision-making by the facilitating team and the-
matic teams strengthened teamwork and empowered the participants.

The approach was subsequently validated in potato, sweetpotato, tomato, and hot
pepper value chains in Uganda. Eight women from R&D organizations in the coun-
try led the application of the PMCA and facilitated the various meetings of the
participants. Specialists from CIP and national entities from Peru and Bolivia pro-
vided capacity building and backstopping for the Ugandan team throughout the
process (Mayanja et al. 2013; Horton et al. 2010).

Many organizations and individuals played roles in the introduction, validation
and refinement of the PMCA in Uganda, including representatives of academic and
research institutions, governmental and non-governmental organizations, the pri-
vate sector and business organizations. Institutions in each of these categories had
clear functions. The R&D institutions were responsible for introducing and facilitat-
ing the process of implementing the methodology. They also identified the actors,
including service providers, in the market chain that ended up forming the thematic
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Table 3.2 Participants in the first application of the PMCA in Uganda

R&D actors Market chain actors

Potato work group

Ssemwanga Center Tom Cris (processor)

Africa 2000 Network—Uganda Nyamarogo potato farmers

Agribusiness Initiative Trust Uganda National Sweet Potato Producers
Association (UNSPPA)

International Institute of Tropical Agriculture | Merchants from Owino market

(IITA)/Foodnet

Adapted from Mayanja et al. (2012)

groups during the implementation of the approach. These different actors worked
together to identify and exploit market opportunities. Through this process, innova-
tions were generated.

The potato chain group, for example, was led by the Ssemwanga Center for
Agriculture and Food Ltd., a consulting company with members who are also team
leaders in the Uganda branch of the Africa 2000 network, the International Institute
of Tropical Agriculture (a CGIAR center) and the Agribusiness Initiative Trust. The
core team facilitated two thematic groups that were comprised of key actors, such
as representatives of farmers’ associations, processors and traders, who worked
together in an attempt to address the challenges and opportunities identified in the
market chain (Table 3.2). The diversity of organizations involved reflects the impor-
tant role of partnerships in the promotion of innovations for market-driven develop-
ment. Similarly, different organizations participated in the thematic groups that
worked in sweetpotato and vegetable market chains.

The PMCA experience generated a series of results for participants that included
the acquisition of new knowledge, skills, social networks and the ability to innovate.
The market chain actors generated a series of viable commercial, technological and
institutional innovations. The R&D actors (outside the core team members) and
other service providers provided technical assistance, guidance and important links
to the industry that contributed to the generation of innovations. Innovations that
resulted from the PMCA included packaging and a better brand design for potato
chips destined for high value markets, orange-fleshed sweetpotato flour for the local
market, and sliced and dried hot pepper for export (Mayanja et al. 2012), some of
these market innovations such as the potato chips continue to be produced.

It is important to mention that after the conclusion of the PMCA cycle, several
activities were carried out to consolidate the progress in strengthening the relation-
ships between the market chains’ actors, follow up on commercial innovations, and
promote and institutionalize use of the PMCA by R&D organizations in Uganda
and other countries in the region. All these activities were carried out by the original
facilitators, who voluntarily supported the effort after the initial funding for the
PMCA had been exhausted. Advice and support was given to market chain actors to
help them develop and market new products and present successful proposals for
financing. Some of the original facilitators also served as trainers in workshops
organized by other development programs in Uganda (Mayanja et al. 2013).
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The PMCA was institutionalized by different entities through the implementa-
tion of projects that included the approach and promoted private sector participa-
tion. One example is the Mukono Zonal Institute for Agricultural Research and
Development, whose director used the PMCA in other value chains, such as pine-
apple. The NGO VEDCO (Volunteer Efforts for Development Concerns) and local
universities also used the approach for innovation in other market chains.

Development of Gender Guidelines for the PMCA in Uganda

During the different applications of the PMCA in Uganda, CIP researchers came to
realize that the approach lacked ways to identify, analyze and address gender and gen-
erational differences among value chain actors, which reduced the approach’s potential
for having a positive impact in terms of ensuring that participants of both genders and
all ages have equitable access to opportunities and benefits along value chains. To that
end, CIP researchers and partners in Africa and the Andes developed a series of practi-
cal tools in recent years to integrate the gender approach into the PMCA’s different
phases of analysis and intervention. These tools are being tested and validated in proj-
ects both in Africa and the Andes Region, and there is an online guide available for their
application (Mayanja et al. 2016). The guide seeks to create capacities among the facil-
itators of the PMCA to carry out a gender analysis to generate a better understanding
of the different problems that men and women face in value chain interventions. The
results of this analysis guide the development of gender strategies to promote equal
opportunities for men and women to benefit from the PMCA.

Conclusions of PMCA Application in Uganda

The context in Uganda was favorable to the development of the market chain
approach. Academic and research institutions, governmental and nongovernmental
organizations and the private sector were actively involved in the concrete imple-
mentation of the PMCA.

From the beginning, the approach was applied to different chains, due to stake-
holder interest, and its implementation was supported by different international
cooperation projects. But despite the institutionalization of the approach by some
organizations, it is important to recognize the need for adequate financing and insti-
tutional arrangements to accompany the work of the facilitators of the innovation
process and to be able to follow up on it. After completing the PMCA, it is neces-
sary to continue supporting the development process of emerging innovations and
prototypes through business development services to entrepreneurs. Unfortunately,
financing mechanisms for this type of services were not considered in the programs
of the participating institutions.

The systematic process of training representatives of the R&D organizations that
supported PMCA implementation was key to its development, and subsequent promo-
tion in different value chains. The fact that women from different organizations led the
process contributed to adjusting the approach to pay greater attention to gender issues
along the chain. A recurring theme in the application of the PMCA in different contexts
was the need to provide support to small-scale farmers to improve their productive and
business capacity to respond to changing market demands. This is part of a develop-
ment strategy that should be taken into account in national rural policies.
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3.4.5 The PMCA and Farmer Business Schools in Indonesia

Between 2008 and 2009, CIP implemented the PMCA in fresh and processed potato
value chains in West Java, Indonesia. Training and support were provided for a team
of local implementers. The process resulted in 13 different, duly documented inno-
vation processes, most of which generated new or improved processed products
(mainly chips and sandwiches) rather than marketing fresh potatoes (Horton et al.
2013a, b).

During a project review, PMCA implementers identified limited business skills
and inefficient farmer organizations as the main limitations that prevented the estab-
lishment of more effective links to the market. Farmers had little understanding of
market opportunities and inadequate access to much needed market information as
price trends and actual demand.

To address such shortcomings, CIP researchers integrated in the PMCA some
elements of the Farmers Field School approach (FFS)—a group-based process that
had primarily been used to promote integrated pest management by smallholder
farmers (Orrego et al. 2009). This resulted in a new VCD approach that was named
Farmer Business School (FBS). The FBS is a participatory action-learning process
that aim to link groups of farmers to agricultural value chains (International Potato
Center 2017a). It differs from other agricultural development approaches in that it
focuses on the equitable and effective inclusion of small-scale farmers in value
chains, instead of focusing only on farm production activities. The FBS builds farm-
ers’ capacity through a series of group learning activities based on real experiences
during a farm production/marketing cycle while promoting interaction with other
value chain actors. As a tangible outcome of FBS, participants are expected to have
actual micro/small enterprises and business initiated or strengthened upon complet-
ing the FBS learning process. A FBS guide developed by (International Potato
Center 2017b) covers five key issues:

Identification of market opportunities
Evaluation of market chains

Development of market-oriented innovations
Development of business plans

Provision of business support services

Nk L=

The FBS experience that CIP presented in Indonesia proved useful for strengthen-
ing farmers’ organizations and building business skills and capacity. It was subse-
quently adapted by the FoodSTART project to the context of the highlands of the
Cordillera region, in the Philippines, primarily to integrate it within the framework
of a broader rural development investment project of the International Fund for
Agricultural Development (IFAD) called CHARMP2. Between 2012 and 2013, the
FBS approach was piloted with 6 groups of farmers (approximately 120 people)
dedicated to commercial enterprises based on root and tuber crops, vegetables, cof-
fee and livestock. Following the initial piloting, FBS was scaled to additional 66
groups (approximately 1600 people) between 2014 and 2015, through the
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collaboration between FoodSTART and CHARMP?2. It is encouraging that, even
after the formal partnership (and any financial and technical support from
FoodSTART) ceased, CHARMP?2 continued scaling the FBS approach with addi-
tional 25 farmers groups (approximately 1000 people). FBS is still the main VCD
approach implemented by the Department of Agriculture through CHARMP?2 and
being FBS graduated has become a pre-requisite for accessing the livelihood assis-
tance from the project (DA-CHARMP?2 and CIP-FoodSTART+ 2018).

Based on the successful experience with CHARMP2, the FBS approach is cur-
rently being scaled in Asia by FoodSTART second phase (FoodSTART+) through
partnerships with four IFAD investment projects in the Philippines, India and
Indonesia. In the framework of FoodSTART+, FBS is being used as catalyst for
introducing a number of farming and postharvest innovations to participant farmers
groups: these include crop varieties, agronomic practices, processing technologies
and marketing strategies needed to develop the new food products demanded by
the market.

Comparison of the FFS, FBS and PMCA approaches Farmer field schools,
farmer business schools and the participatory market chain approaches all employ
the method of learning by doing to improve the well-being of smallholder farming
families, but in different ways. The following is a comparative analysis of the three
approaches that considers the scope and extent of implementation (Table 3.3).

This comparative analysis indicates that according to results achieved with the
FBS in Asia, it could be an appropriate approach when the main challenge is for
small-scale farmers’ groups to exploit an existing well-defined and clear market

Table 3.3 Comparison of the FFS, FBS, and PMCA approaches
FFS PMCA

Criteria FBS

Types of actors
involved

Smallholder
farmers’ groups

A diverse set of actors along
the value chain

Focus on smallholder
farmers’ groups with
interaction with other
stakeholders in the chain

Themes covered

Agricultural
production
techniques

Participation to value chains
and the promotion of
interaction and
collaboration among actors

Farmer organization and
market development themes

System of focus

Crop system

Innovation with value chain
actors to promote inclusive
businesses

Agricultural business and
value addition

Area of Strengthening | Building “social capital Strengthening farmer
intervention farmer bridges” to strengthen organization and innovation
organization interaction and processes for enhanced
collaboration among participation in value chain
multiple actors in different
areas of the value chain
Implementation | One crop cycle | Lasts as long as necessary | Covers one farming and
time frame to develop successful commercialization cycle

innovations in a value chain
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opportunity. PMCA, on the other hand, has demonstrated to be a preferred approach
when the market opportunity is less defined or understood and where there are sig-
nificant potential benefits for research and innovation in the processing or marketing
stages (Devaux et al. 2011). PMCA needs commitment from research organizations
while in the case of FBS it is less the case since the engagement with other chain
actors and stakeholders is more sporadic. That said, the two approaches can be
complementary when combined as the PMCA would contribute to conduct market
research and to identify potential market opportunities to be developed. Then FBS
can be run to help farmers group to exploit these market opportunities reinforcing
farmers’ business capacities and developing technological innovations required to
respond to these opportunities.

The experience demonstrated the capacity of the actors who led the PMCA
implementation process to adapt the approach to contexts and needs and adjust it. In
Asia, the implementers developed the Farmer Business School approach to improve
farmer’s capacities to benefit from market opportunities. As indicated above, the
FBS has been integrated into the framework of broader research for development
projects, such as FoodSTART, as a tool for developing the farmers’ capacity to
access more dynamic markets, with also a gender focus, and considering the chal-
lenges of climate change. CIP and local partners are now validating the FBS in the
Andes in combination with the application of PMCA. It is a process that is still in
full development and needs to be further documented.

3.5 Lessons from Value Chain Approach Applications
in Different Contexts

From the market chain experiences in different contexts described here we can draw
lessons that can contribute to improving the design of future VCD interventions that
use the PMCA as a collective research and innovation approach. It should be noted
that in all of these cases, creative adaptations were made to the protocols set out in
the implementation guide (Bernet et al. 2006). Following the analytical framework
developed by Horton et al. (2013c), we can highlight the main factors that influ-
enced these adaptations:

* the attributes of the context, which includes the policy environment and institu-
tional framework;

¢ the attributes of the value chain;

e the characteristics of the participants and the facilitation role of the leading
organization;

e the “rules in use” governing behavior and relationships between the value chain
actors;

e and the importance of building the capacities of the professionals from R&D
institutions responsible for implementing the approach.
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The interaction of these variables and, especially the external environment of
each context determined the implementation strategy and the forces that drove each
implementation of the PMCA in the Andes, Asia, and Africa. Each of them was dif-
ferent, as were their scope and size.

Agricultural change creates opportunities for smallholders An important ele-
ment for the promotion of the PMCA is the ever-growing integration of the agricul-
tural sector into markets and value chains, which increases market opportunities for
small-scale farmers. There are more opportunities for them to move beyond the
practice of selling directly to rural consumers or traders in local markets to access
modern value chains that can open doors to other buyers, including urban traders,
processors and supermarket chains. When they have alternatives and the ability to
participate in more competitive value chains, few smallholder farmers will limit
themselves to local markets; the majority will try to sell to these new players, in
order to reap greater benefits (Reardon et al. 2012).

By applying the PMCA, facilitating interactions between farmers and other value
chain actors, and conducting market analyses, it is possible to identifying new com-
mercial opportunities and market niches in which small-scale farmers can have a
comparative advantage. In the PMCA user guide (Bernet et al. 2006), there is a tool
called “impact filter” that provides a rapid, qualitative assessment of the expected
impact of different market opportunities for the benefit of small-scale producers,
while considering social and environmental factors. This tool allows R&D organi-
zations to plan and guide interventions more effectively.

A holistic approach like the PMCA represents a new way of doing agricul-
tural R&D Instead of undertaking research and then trying to transfer the results
to farmers, this approach brings together a range of relevant actors—farmers, trad-
ers, processors, researchers and service providers—to set priorities and jointly
develop innovations that respond better to the demands of the value chain. The
approach has made it possible to achieve concrete results under different socioeco-
nomic conditions, despite the fact that most development support for farmers con-
tinues to focus on agricultural production. This situation is reflected in the
experiences analyzed in this chapter, which demonstrate a shortage of available or
accessible services to accompany value chain innovation processes. The inclusive
value chain development approach makes it clear that, in the debate on food secu-
rity, more attention should be paid to post-harvest and value chain interventions, as
opposed to focusing only on the farming sector. In the quest to improve food secu-
rity, value chain efficiency, processing productivity and post-harvest management
deserve almost as much attention as approaches to improve farm production.

Innovations take time and cannot always be programmed The PMCA triggers
innovation processes that often continue long after the PMCA has formally ended.
Second and third generation innovations tend to be even more important than the
first ones, developed during the PMCA exercise, as is confirmed by the experiences
in Peru, Ecuador and Uganda. However, this requires an investment in services and
institutional mechanisms that allow monitoring and supporting innovations that
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arise beyond the life of a specific project. The lack of accompaniment of value chain
innovations can be a limitation that reduces the scope of the innovation process. In
the case of Peru, for example, the continued support of the Swiss Agency for
Development and Cooperation allowed monitoring and accompaniment of innova-
tion process beyond the formal conclusion of PMCA implementation.

Monitoring and evaluation challenges Most of the cases studied lacked a sys-
tematic process of monitoring and evaluating value chain innovations. The fact that
these processes can take a long time, and that many innovations are developed after
the PMCA implementation, with unexpected results, makes it more challenging to
do impact analysis. In many cases, the optimal time for evaluating impacts is well
after project financing has concluded, when it is not feasible to obtain specific
financing for evaluation processes. An implementation guide and impact pathway
can be useful guidelines for the implementation and evaluation of participatory
approaches such as the PMCA and can serve as a basis for reflection and learning.
In research and development projects with limited resources and tight deadlines, it
is difficult to justify the time and resources necessary to develop actions and models
of change. For this reason, when planning participatory interventions, specific
resources should be allocated for the development of actions and models of change
that can then be refined and tested by local implementers as the innovation process
progresses.

Holistic and participatory approaches such as the PMCA are not easily
“scaled” or “transferred” How can the initiatives described here be scaled or
replicated better? The answer is not found in a particular or specific arrangement.
The processes and approaches, and not so much the forms, are what lead to effective
interactions, collaboration between actors and development of a market chain
(Wiggins and Keats 2013). What needs to be scaled, in the sense of replication and
adaptation, are the habilitation, facilitation and learning processes, supported by a
necessary architecture that includes catalysts and leadership, forums and services to
analyze and respond to specific problems and, especially, support for the farmers’
groups that are organized and trained. The catalysts can be private companies and/
or non-governmental organizations (NGOs). Both have their advantages and disad-
vantages. In the case of the private sector, the challenge is how to establish an equi-
table relationship with small-scale producers. In the case of NGOs, they will play
the role of catalyst, based on their mission, only as long as they can be financed. To
achieve the replication of successful approaches, it is important to promote innova-
tion, learning and dissemination of experiences. To date, investment in learning and
dissemination of these experiences has not reached a level comparable to that of the
promotion of practical initiatives in the field. The experiences of collaboration with
IFAD’s investment projects, first in Asia, with FoodSTART, and more recently in
South America, with the FIDA-Andes project, coordinated by CIP, has facilitated
learning from and diffusion of these experience. In that sense the experience of
FoodSTART in the Philippines is innovative and particularly encouraging as, fol-
lowing successful piloting and strengthening of the capacities of the partner’s devel-
opment project staff, the FBS approach has been institutionalized by the Department
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of Agriculture that is replicating and scaling it throughout the region. Similar out-
comes are expected from the ongoing second phase of FoodSTART.

The PMCA has proven to be adaptable to a range of contexts Although the
PMCA was developed to respond to a specific set of problems with a specific crop
in a specific place, subsequent efforts of promotion, exchange of experiences and
capacity building have contributed to its successful application to other crops that
face different challenges and opportunities in other countries and regions. In the
trajectory of its applications in the Andes, Uganda and Indonesia, the PMCA was
not simply “transferred” from one place to another. In each case, it was necessary to
adapt the approach to local circumstances and needs and to strengthen capacities to
promote and accompany innovations.

There is no “one-size-fits-all” solution to the challenges of value chains There
is no single factor of success. In each case presented here, a combination of inter-
ventions at different levels was needed to address the value chain development pro-
cesses. A set of policy measures, development programs and technical capacity
building for value chain actors are needed to facilitate innovation processes and
strengthen effective links to promote the participation of small-scale producers in
expanding markets. A comparative study of the variables that influence and deter-
mine the adaptation of participatory methodologies such as PMCA in different con-
texts would allow a better definition of the conditions needed for the replication,
adaptation and scaling of these methodologies.
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