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A. RATIONALE 
 
 The value chain,  also known as value chain analysis,  is a concept from 
business management that was first described and popularized by Michael Porter 
in his 1985 bestseller, Competitive Advantage: Creating and Sustaining Superior 
Performance. 

 The value chain categorizes the generic value-adding activities of an 
organization or industry where “primary activities” and “support activities” are 
identified and the cost and value drivers are determined for each value activity. 
Primary activities include: inbound logistics, operations (production), outbound 
logistics, marketing and sales and services (maintenance) while support activities 
covers administrative infrastructure management, human resource management, 
research and development and procurement. The value chain framework quickly 
made its way to the forefront of management and stakeholders thought as a 
powerful analysis tool for strategic planning. Its ultimate goal is to maximize the 
value creation while minimizing costs. 

 The value chain is the sequence of activities required to make a product or 
provide a service. Value chains shape market access since it identifies key players 
and lead firms within the chain and enables a clear understanding of the “rules of 
the game”.  Thus value chain analysis enables entrepreneurs/firms and policy 
makers to see the big picture and this is an important step towards enabling both 
parties to come up with more appropriate and relevant strategies to achieve 
market competitiveness. It recognizes and accepts that the competitiveness of 
individual firms depends upon the competitiveness of the value chain to which it 
belongs. 

  



 The concept has been extended beyond individual organizations. It can 
apply to whole supply chains and distribution networks. The delivery of a mix of 
products and services to the end customer will mobilize different economic 
factors, each managing its own value chain. The industry wide synchronized 
interactions of those local value chains create an extended value chain, 
sometimes global in extent. Porter terms this larger interconnected system of 
value chains the "value system." A value system includes the value chains of a 
firm's supplier (and their suppliers all the way back), the firm itself, the firm 
distribution channels, and the firm's buyers (and presumably extended to the 
buyers of their products, and so on). 

 The value chain approach traces the connections from the buyers to the 
producers. As this is done, gaps become evident and form the basis for 
establishing priorities for action.  The implication is that linkages are given closer 
attention since the quality of linkages and support systems play a critical role in 
enabling firms and the industry sector to be more competitive.   "The value chain 
analysis helps the policy maker to find out where the bottlenecks are. Which part 
of the chain holds up progress in others? Which bottlenecks deserve priority 
attention of government? Which can be expected to be resolved by the private 
sector and which require public-private partnership?" Mapping the value chain 
helps government to identify weak links as well as areas of  interdependency. 
 
 Moreover, value chain analysis can also be used to sensitize SMEs. In many 
instances they do not see where they fit into the big picture and thus  find it 
difficult to identify their core competence and consequently their market niche.  
SMEs need to decide which part of a product they want to focus on, or which 
specific activities they want to carry out.  Thinking in terms of value chains helps 
them to identify their niche.   
 
 The proposed project is recognition of the need for a more focused and 
strategic loomweaving industry development approach given the unique 
circumstances of the municipality.  Given this very dynamic development 
environment, the local government unit of Inabanga together with the local 
Department of Trade and Industry are in a unique position to steer development 
interventions in the right direction. Value chain analysis will enable stakeholders 
to trace the links, identify gaps, establish strengths, weaknesses and 
opportunities and identify competitive niches.  It will enable key players to see the 
big picture and thus allow them to “prescribe” appropriate interventions. The 
value chain study will be the backbone of a more focused, strategic, cohesive and 
integrated loomweaving plan for the municipality. 
 
B. OBJECTIVES: 
 

1. To enable  producers/manufacturers and policy makers to examine the  
firm and  industry level value chain, identify, establish and understand the 
relationship of key players along the chain, as well as identify gaps and 
opportunities so that development interventions are  fine-tuned  to the 
needs of the market. 

 



2. To have a well researched document that can be used as the basis not only 
for determining appropriate developmental interventions but also allow  
for the seamless integration of programs among stakeholders (SMEs, LGUs, 
NGOs, DTI and other NGAs)  thus resulting in the optimal utilization of 
resources. 

 
3. To enable local stakeholders to have a clear view of the big picture and to 

understand the vision and direction of the i.buri development program. 
 
 
C. TARGET BENEFICIARIES: 
 

The target beneficiaries of the project are community based groups, firms 
in the priority craft sub sectors to include the different Homestyle and Living 
(Home furnishing, Gifts, Toys and Housewares and Holiday Decors). More beneficiaries 
are NGOs, government agencies and people’s organizations that provide the 
necessary interventions to fill in the gaps that will be identified.  
 
 
D. METHODOLOGY: 
  
 The Inabanga Loomweaving Value Chain Study will focus on Home style 
and Living products (Home furnishing, Gifts, Toys and Housewares and Holiday Decors). 
The conduct of the value chain studies shall be done in coordination with industry 
partners and stakeholders with the needs of the market as the principal focus.  It 
will trace the movement of products from the raw material stage up to the market 
which in this case shall be Manila and Cebu based institutional buyers who 
regularly source from Bohol.   
 
 The studies will essentially take on the market approach (vis a vis 
production approach).  The first step will be a market analysis which will include 
benchmarking and consultative meetings with buyers including tracking buyer 
specifications, an examination of current market demand, trends, emerging 
markets, identification of gaps e.g. current capabilities vis a vis market 
requirements, etc. 
 
 Firm level value chain analysis shall also be done through a selection 
process i.e. identification and selection of typical firms that can be a 
representative model of other firms within the sub sector. (Annex 1) 
 
 Industry level value chain analysis shall be the next step.  This shall 
essentially trace the links, movement of products, value adding activities and 
relationships along the chain.  This shall involve data gathering and interviews of 
key players. (Annex 2) 
 
  
 
 
 The output of the first three activities will already enable stakeholders to 
identify strategic directions and even come up with a development plan that not 



only identifies the required interventions but also identifies the most appropriate 
entity to do it e.g. DTI, LGU, NGOs, Livelihood Groups, Entrepreneurs. (Annex 3)  
A workshop to capture all of these shall be conducted.   
 
 The output of the workshop will be a development plan that details 
interventions needed (including policy), implementation timelines and a 
monitoring and evaluation system. 
 
E. ACTIVITIES AND TIMELINES: 
 
  Activities      Timetable 

 
 1. Market Analysis: 
    > Benchmarking Mission     January 2008 
    > Consultative Meetings     February 2008 
 2. Firm Level Value Chain: 

> Interviews/observations of representative   March 2008 
   samples (typical firms) of SMEs in each link 
> Compare/benchmark with best practices/ 
   market standards     April – May  2008 

 3. Industry Level Value Chain: 
> Interviews/observations of key 
   informants/players     June - July 2008 
> Research/Review of relevant material  August – Sept. 2008 

 4. Action Planning Workshop    October 2008 
 5. iBuli Development Plan    November 2008 
 6. Final Report      December 2008 
 
 
F. ESTIMATED BUDGET REQUIREMENT 
 

COST ITEMS AMOUNT 
1. Professional Fee (Lump Sum) 150,000.00 
2.  Travel Expenses, Food and Accommodation of 
Consultants 

50,000.00 

3. Supplies and Materials 50,000.00 
4.  Trainings/Workshops and Focused Group 
Discussions 

100,000.00 

5. Communication 10,000.00 
6. Benchmarking Mission 150,000.00 
TOTAL COST P 510,000.00 
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