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 [T]he policy variables with the greatest economic impact can be quite differ-

ent from the policy variables with the highest perceived values……when pre-

sented with a laundry list of needed reforms, policymakers either struggle to 

try to solve all of the problems at once or start with reforms that are not criti-

cal to their country‟s growth potential. Because reforms in one area may 

create unanticipated distortions in another area, focusing in the one that 

represents the biggest hurdle to growth is the most promising avenue to suc-

cess. Therefore, countries should figure out the one or two most binding con-

straints on their economies and then focus on lifting those. 

− Justin Yifu Lin, Chief Economist, World Bank
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Diversification of the productive structure requires “discovery” of an econo-

my‟s cost structure—i.e., discovery of which new activities can be produced at 

low enough cost to be profitable. Entrepreneurs must experiment with new 

product lines. They must tinker with technologies from established producers 

abroad and adapt them to local conditions. This is the process that Ricardo 

Hausmann and I called “self discovery”… 

− Dani Rodrik, Kennedy School, Harvard University
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First, the most binding constraint is not necessarily the one that exhibits the 

highest distortion, measured as the wedge between private and social returns…. 

The second issue is that normally we cannot manipulate the binding constraint 

directly. …if all possible constraints are not equally binding, the question be-

comes which ones might be binding disproportionately? Which one, if relaxed, 

will deliver the biggest bang for the effort?  

− Ricardo Hausmann, Kennedy School, Harvard University
3
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Sector 
A general description of a component of economic activity, consisting of individual firms. Sec-
tor is used throughout the guide as a general term to refer to groups of firms producing the 
same or similar goods. 

Industry 
Defined as related set of activities producing similar goods (at different levels). An industry is 
defined in terms of some form of industrial classification, like the ISIC (International Standard 
Industrial Classification) or the NAICS (North American Industry Classification System). 

Product or  

Product category 

Defined in terms of some classification system, such as the UN Standard International Trade 
Classification (SITC), the Harmonized System (HS) or Harmonized Trade Schedule (HTS), the 
Common Product Classification (CPC) or the Common Product Nomenclature (CPN). 

Selection criterion 
Dimensions of economic development (exports, value added/productivity, employment, in-
vestment, and broader national development priorities) used to assess the performance of 
candidate sectors. 

Market segments Market opportunities defined in terms of specific product categories in importing countries. 

Concordances 

Also: Correspondences. Lookup tables to convert one classification scheme into another, such 
as HS into ISIC. There is no one-to-one correspondence; commodities falling into the same 
HS or SITC category can be produced by different sectors. However, concordance tables pub-
lished by the UN Statistics Department or Eurostat allow for a reasonable approximation. 

Exports 
Exports include both commodities and services produced in country and consumed by fo-
reigners. The matrix uses both recent and future performance in export sales for the scoring. 

Value added 
Value added is defined as the amount by which the value of a product or service is increased 
at each stage of its production, exclusive of initial costs. It is measured as total sales price 
minus the cost of purchased inputs. 

Productivity 

Productivity is defined as a ratio of value added to the value of resources used in its produc-
tion. Ideally, this should be total factor productivity (TFP), but in most instances labor produc-
tivity is easier to obtain. The matrix uses sectoral productivity patterns relative to the overall 
average. 

Employment 
Employment is defined as the number of workers at the end of a period, typically a year. The 
matrix uses current and future potential to sustain and generate new employment. 

Investment 
Investment is defined as Gross Fixed Capital Formation (GFCF), including both domestic in-
vestment and foreign direct investment (FDI). The scoring is based on the sector‘s ability to 
attract investment relative to the overall average. 

Domestic firm-size 
distribution 

Domestic firm-size distribution refers to the number of enterprises of different sizes (small, 
medium and large) engaged in the sector. 

Food security 

Food security exists when all people, at all times, have physical, social and economic access 
to sufficient, safe and nutritious food that meets their dietary needs and food preferences for 
an active and healthy life. The criterion is defined as impact of a sector‘s growth on the food 
security of the domestic population. 

Natural resource 
productivity 

Natural resource productivity is defined as a sector‘s efficiency in its use of natural resources 
to deliver the maximum economic and public benefit. 

Social inclusive-
ness 

Social inclusiveness is defined as the extent to which the sector is inclusive of women and 
other social groups, such as youth and minorities. 



Binding constraint The constraint which must be removed if the segment or sector is to grow. 

Critical success factor 
A condition that must be in place for the product segment to be successful as defined by in-
vestors or buyers. 

Demand segment 
A group of individuals or organizations within the market that share demand characteristics 
(price, quality) as distinct from other groups within the market. 

Product segment 
A sub-category of the value chain, referring to a specific product produced (or service pro-
vided). For example, within the tourism sector, medical tourism and religious tourism are two 
product (service) segments. 

Value chain 
The series of activities through which a raw material or service in a specific industry is trans-
formed (and value added) into one or more finished products or services. 

Upgrading 

The process by which industries or firms improve their technological, organizational and mar-
ket capabilities. Upgrading is often thought of as moving "up" to a higher function in the value 
chain; however it may also be achieved by reducing costs and making processes more effi-
cient. For the economy, it may also mean the emergence of completely new sector that takes 
advantage of the current endowment. 

Innovation 

Finding and applying new ways to solve problems by combining technology (an improvement 
in product, process, marketing or organization) with transformational entrepreneurship (typical-
ly refers to commercialization of technologies by formal firms but may include value generation 
by informal, non-profit, and government entities). 



In the wake of the recent global financial crisis and 

considering the challenge of creating 35 million jobs 

per year in the developing world, governments are 

searching for solutions that provide tangible benefits in 

the short term. While getting policies right will always 

be important, there is a felt need to move beyond the 

―build it and they will come‖ model - creating a level 

playing field and waiting for investment and enterprise 

growth to occur. With leading economists pointing out 

how proactive governments have contributed to success 

at the sector level (i.e., electronics in Malaysia, car 

parts and assembly in Eastern Europe, asparagus in Pe-

ru and wine in South Africa), the role of government as 

growth facilitator is steadily gaining acceptance in development circles
4
. With this background 

and for these reasons, governments are interested in targeted interventions to help build indus-

tries. In response to the demand from client countries, the Financial and Private Sector Develop-

ment Network (FPD) network, a matrix-managed group of World Bank and IFC staff, has 

created the Competitiveness Industries (CI) practice. CI is premised on cooperation between the 

public and private sectors, as an essential condition for development and competitive perfor-

mance in the global marketplace.  

Just as economists‘ opinions have converged over time, business strategists have evolved from 

studying the determinants of success in industrialized countries to understanding the dynamics of 

growth and productivity in developing countries, contributing new analytical techniques and 

fresh findings to a large body of work originally populated by the writings of academics and de-

velopment practitioners. A ten-year research project conducted by the McKinsey Global Institute 

(MGI) in 17 developed and developing countries found that ―micro policy issues affecting prod-

uct market competition are collectively the most significant impediments to faster economic 

growth.
5
‖ Researchers used detailed industry analysis to identify the causes of low investment 

and/or productivity; noting the especially low productivity of informal enterprise and of domestic 

sectors shielded from international competition (such as retail).  

Against the backdrop of these stimulating debates and advances in our understanding of econom-

ic growth, DAI was hired by CI to develop a standardized framework to carry out industry diag-

nostics for use initially by Bank staff and eventually - with adaptations - by country partners and 

a broad array of development practitioners. This guide offers such a framework, and details for 

the reader an integrated set of tools that can be used to promote better: 

 Consistency - for comparability 

 Rigor - to ensure that decisions are supported with accurate information, and 

 Integration with the stakeholder process  - to ensure country ownership  

                                                 

 

An industry-specific approach to 

competitiveness 

While governments think about their 
economic growth strategy at the na-
tional level, public and private sector 
champions for reform recognize that 
focused, sector-specific projects can 
yield tangible results in a short period 
of time. Analysis is most useful when it 
is linked to action, and when it focuses 
on releasing the binding constraints to 
growth of a sector.  



A lack of deep and broad country engagement can show itself in a number of ways: one is when 

stakeholders find themselves in a process where it is difficult to make decisions, and to advance 

from dialogue to action. Risk-averse public sector officials may cite a lack of information or 

analysis to support a decision, and thus delay decisions until more information is made available. 

Meanwhile, private sector participants quickly become impatient with what they see as an end-

less succession of studies without tangible results. The framework and tools in this guide, devel-

oped upon request to support Bank staff and country counterparts as they prepare for and launch 

sector- specific country competitiveness initiatives, are designed to result in a rigorous, credible 

set of analyses that can contribute to the decision-making process in and outside the Bank. Re-

cognizing, however, that the best analysis in the world does not ensure implementation success, 

the guide has been infused with suggestions on when, where, and how to engage country stake-

holders in the process of sector appraisal, competitive 

analysis, and the development of an action plan. Ulti-

mately, the end goal is a higher success rate for sector-

based competitiveness projects. 

This guide has been designed to be as complete as possi-

ble, drawing extensively on relevant techniques and data 

sources from the economics, trade, business strategy, and 

marketing fields. Conscious of the time and resource li-

mitations that often exist when implementing develop-

ment projects, the guide highlights indispensable items 

for CI practitioners who wish to undertake only the re-

quired minimum level of analysis. Numbered blue stars 

are used to indicate the most critical tools, ques-

tions, and processes for sector analysis and con-

straint identification. Annex A contains a table 

summarizing these elements for practitioners in need of a 

shortcut.   

The Competitiveness Industries practice has been designed to maximize the participation of 

client countries‘ public and private sectors in developing and implementing an action plan to un-

lock latent growth potential in promising sectors. The CI implementation framework is shown 

below in Figure 1. 

 

What makes for a successful compe-

titiveness initiative?  

DAI interviewed Bank staff and outside 
experts during the preparation of this 
guide. Interviewees were asked ―What 
are the main factors contributing to the 
success or failure of programs aimed at 
boosting the competitiveness of specif-
ic sectors?‖ Not one of the respondents 
attributed failure to flawed analysis. 
Rather, all respondents provided some 
variation on the answer: ―Projects suc-
ceeded or failed because the local par-
ticipants felt a greater or lesser degree 
of engagement, ownership and respon-
sibility for the project‘s success.‖ 



Figure 1: Overview of the CI process 

 

This guide supports the sector identification phase (Steps 1 and 2), which is meant to last four 

months. 

 Step 1 is a rapid analysis of country and industry competitiveness to identify and priorit-

ize sectors where a country possesses latent comparative advantage.  

 Step 2 is a ―deep-dive‖ analysis resulting in the definition of narrow product segments for 

action, the development of an upgrading strategy, and the ranking of constraints.  

 Step 3 is the formalization of the CI action plan by domestic industry sector players, key 

public sector entities, and development partners. 

 Step 4 is the design of a World Bank Group (WBG) support plan. 

Making use of all the tools at its disposal – whether financial support to the government through 

lending operations, analytics and advisory services or direct investments with the private sector; 

the WBG will structure its programming to actively support the CI practice in the targeted re-

moval of constraints to growth and the implementation of upgrading strategies for the identified 

industries. For WBG staff preparing projects, it is envisioned that the early descriptions of pro-

posed projects would be prepared during Steps 1 and 2, and the final documents would be com-

pleted during Steps 3 and 4. Timing for missions will vary, but in general it would be best to 

program a mission early on, during Step 1 – after the initial desk work has been conducted but 

before the analysis is complete. For Step 2, team leaders will at a minimum need to be in-country 

to attend the three stakeholder workshops; if they are heavily involved in the data gathering and 

analysis they will need to spend several weeks in-country leading up to each workshop.  
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Currently the types of WBG programs that support sector-based competitiveness include loans to 

the government for the development of a sector (such as sustainable tourism in Sri Lanka) or a 

cluster or set of clusters (such as agricultural competitiveness in Guatemala) as well as more fo-

cused advisory services funded through the IFC (such as the initiative under development in Jor-

dan, which includes medical tourism). Looking ahead, it is possible to envision incorporating 

elements of support to CI through programming in the environmental, education, infrastructure 

and financial services areas. The guide represents an initial contribution towards this vision, by 

offering a systematic process for sector selection and analysis which facilitates early stakeholder 

engagement. In the longer term, one can imagine how powerful it will be to have (1) a unified 

country vision for competitiveness, (2) an implementation approach which allows for the target-

ing of priority constraints and the establishment of achievable, measurable goals, and (3) the re-

sources to ensure scale and sustainability.    

The guide presents a series of filters or criteria to identify the most promising opportunities for 

induced competitive performance. In other words, the goal is not to identify which sectors are 

currently the most competitive, but rather sectors which offer the greatest possible ―delta‖ 

(change). The decision process is akin to investment choice—where to place resources to max-

imize returns. The selection of industries to target for intervention represents Step 1 of the com-

petitiveness diagnostic; Step 2 focuses on performance gaps and barriers to competitiveness 

within the selected sectors in a more action-oriented analysis. 

The principal tool for the identification, triage, and final selection of 3-5 sectors is a Competi-

tiveness Appraisal Matrix (CAM), introduced in more detail in Chapter 1 of this guide. The ma-

trix is used to rank sectors in three areas: recent performance, projected future performance, and 

expected contributions to national development priorities. A number of analytical filters, both 

quantitative and qualitative, are applied as sector candidates advance through the appraisal 

process.  

The guide walks practitioners through each step of the Rapid Sector Appraisal. Within each of 

the three sub-steps outlined in the approach - identification, triage and assessment - practitioners 

will be informed by a series of analyses which will lead them to the respective outputs:  Step 1.1, 

identifying sectors to be listed on the CAM, Step 1.2, scoring the sector candidates to select 10 

highest ranking sectors, and Step 1.3, refining scores for 10-12 shortlisted sectors to select 3-5 

target sectors. A set of criteria, scoring weights, and tools for use in Step 1 are integrated 

throughout the narrative. The matrix is illustrated below:  

 

 

  



 

Figure 2: The Competitiveness Appraisal Matrix  

 

The Step 2 process begins with a brief exercise to narrow down from the 3-5 target sectors cho-

sen during Step 1‘s Rapid Appraisal into 2-3 product segments. Then, critical success factors de-

fined by buyers for those products are used to frame a gap analysis and benchmarking exercise; 

based on the gap analysis and a dialogue with stakeholders about constraints, upgrading path-

ways are identified and a strategy is agreed upon with public and private CI champions. Finally, 

constraints are prioritized and ranked. Included in the annex are diagnostic tools to understand 

specific aspects of the market structure, as well as in-depth tools designed to move stakeholders 

towards a set of solutions to be applied in one or more of the six constraint categories.  

Step 2 offers a set of action-oriented diagnostic tools, including a new method which helps prac-

titioners to rank constraints, identifying those that are binding
6
. Constraints are given numerical 

rankings on a Competitive Constraints Matrix (CCM), based on the gap between current and 
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needed levels of performance for the product segment. The numerical exercise incorporates a 

qualitative, decision-tree exercise to test for evidence of binding constraints. The constraints 

ranking is illustrated using a narrative case study based on CI efforts currently underway in Jor-

dan (shown below in Figure 3). 

Figure 3: Final matrix in constraint ranking (for Middle East market) 

 

The guide was designed to offer one standardized framework, for global application. As devel-

opment practitioners are well aware, however, ―every country is special.‖ In some cases, data 

may not be available to conduct a number of the recommended analyses. In others, cultural sen-

sitivities may skew the benchmarking comparison towards or away from certain countries or 

market actors, regardless of which have the most relevant performance levels. And it is certain 

that in many if not most countries, public and private stakeholders are experiencing ―assessment 

fatigue‖ due to a multiplicity of donor efforts, each with its own analysis requirements – for this 

reason, practitioners will want to make use of existing studies whenever possible.  

The methods, tools, and criteria presented in this guide may be applied selectively in order to ac-

count for the following variants: 

 Country income level or stage of economic development (factor-driven, efficiency-driven, 
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What, after all, does a sector competitiveness project intend to achieve, and how does it intend to 

get there? Goals matter, from the first decisions taken during the sector selection process, to the 

development of a viable industry upgrading strategy, to the prioritization of constraints to be ad-

dressed and resources to be invested over the short, medium, and long term. For example, if mass 

employment is the goal, then labor-intensive sectors such as apparel, footwear, and export horti-

culture might be targeted. If economic diversification or technological learning is the priority, 

then a different set of sectors, like electronics, renewable energy, or ICT would be more appro-

priate. By adjusting the weights in the Competitiveness Appraisal Matrix, practitioners will be 

able to design projects that reflect country growth strategies without sacrificing rigor; for imple-

mentation and monitoring and evaluation purposes, projects with slightly different goals can fit 

within the same overarching framework. Once the sectors have been selected and as part of the 

development of the upgrading strategy, each project will need to develop a logical model that 

links activities to outputs, to expected outcomes and impacts.   

It is expected that CI projects will support three general types of activities: collaboration linked 

to the implementation of the sector upgrading strategy (public-private and private-private); col-

laboration linked to policy reform efforts and the removal of constraints to growth (public-

private and public-public), and the leveraging of investment, financial or in-kind, from a variety 

of partners including private, government and donor sources. These activities should produce, in 

turn, three types of outputs: upgrading strategy implemented, constraints to growth removed, and 

investments made. The primary expected outcome will be the narrowing of the gap between the 

targeted sector‘s performance level at the beginning of the project and a set of benchmarks estab-

lished during the development of the upgrading strategy. Depending on project design there may 

also be specific expected outcomes associated with policy reform and investment.  

Many program designs provide for monitoring of program activities and outputs to see whether 

activities took place on time and whether they resulted in the anticipated outputs and outcomes. 

Impact assessment goes beyond this, attempting to measure changes that occurred because the 

project was implemented and would not have happened otherwise. Examples of desired impacts 

from CI projects might include increased growth in output, employment, productivity, or the rate 

of innovation. Measuring results at the industry level poses a number of challenges and several 

questions remain to be explored. For example, is employment displacement taken into account 

when talking about job creation? How can a control group or counterfactual be established for a 

sector? What is the best way to measure the rate of innovation? It is hoped, at least, that the ana-

lytical tools provided in this reference guide can assist in collecting solid baseline information, 

and that the experience with selecting sectors and analyzing constraints will help practitioners 

think about the best –and most practical – types of indicators with which to track progress and 

measure success.  
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The basic challenge for Step 1 is to come up with a portfolio of three to five sectors that are most 

likely to exhibit latent comparative advantage, given the endowments of a country, and offer the 

greatest opportunity to benefit from targeted support. The essence of a comparative-advantage 

following (CAF) strategy is to build a framework for growth facilitation. By focusing on sectors 

with latent comparative advantage, the government can accelerate growth and development by 

providing information, coordinating hard and soft infrastructure improvements, offering com-

pensation for externalities, and ensuring adequate rewards for first movers in successful self dis-

coveries by private firms. These are the features of targeted competitiveness partnerships de-

signed to turn latent comparative advantage into real growth. 

 There is no ―scientific method‖ for zeroing in on sectors with latent comparative advantage. Ra-

ther, choices ultimately depend on informed judgment of the competitiveness practitioner and the 

partners in government and the economy. Part I of this reference guide describes an approach 

and the tools designed to lead to an informed judgment in selecting target sectors. In other words, 

the guide offers a framework for collecting, organizing and evaluating available information 

likely to minimize errors in choosing target sectors. The focus is on a common framework for 

this appraisal. 

The approach in Step 1 comprises three elements—identification of sectors to be considered, a 

rapid triage from the universe of candidates to about a dozen or so sectors deemed worthy of 

more careful analysis, and the final assessment for these finalists. This in-depth diagnostic is ex-

pected to yield the final portfolio of three to five target sectors. Each one of these elements can 

involve different tools and analytical techniques. In that sense, the tools introduced here are in 

effect examples to illustrate the process, rather than a ―cookbook‖ intended to be followed dog-

matically. Creative thinking remains essential.  

Analyzing the structure and dynamic performance of an economy to uncover latent comparative 

advantage has to draw on many sources of information, from quantitative trade analysis to guess-

ing the directions that markets or technology will be taking. The information varies from country 

to country, and from sector to sector, but a simple framework for summarizing the various pieces 

of information facilitates interpretation and adds credibility to the analysis. A Competitiveness 

Appraisal Matrix (CAM) provides that organizing framework. The CAM is used to identify the 

candidate sectors, to perform an initial triage to identify the dozen or so finalists, and to carry out 

the assessment. Assessments require more time and resources, and should therefore be reserved 

for sectors that show greater potential. This process is illustrated in Figure 4. 
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Figure 4: Overview of the sector selection process 

 

The left column of the CAM lists all sectors that have been identified as candidates through vari-

ous methods. Each sector is then evaluated in terms of three ―pillars‖—recent economic perfor-

mance of the sector, projected future economic performance, and projected future contribution to 

broader national development goals. Each of these pillars comprises several criteria. For each 

criterion, the information used to assess performance, from a broad range of sources, is summa-

rized in terms of a score on some ordinal scale; this guide follows the convention used by the 

World Economic Forum in scoring its criteria for the global competitiveness rankings, using a 

scale of 1 (poor) to 7 (best). 

The average scores (either simple or reflecting some internal weights) for each of the pillars are 

then averaged to obtain an overall score for the sector, where each pillar is assigned a weight. In 

the CAM shown in Figure 4, the emphasis is on future performance with a weight of 70 percent, 

while recent economic performance and contribution to national development objectives each 

account for 15 percent of the final average. The rationale for the individual criteria and weights 

that this guide uses to illustrate the application of the framework is discussed further in Chapters 

3 to 5.  
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To identify opportunities that a more cursory analysis might overlook requires an understanding 

of the country‘s comparative advantages and endowment structure, and a willingness to learn 

from the experience of other more developed countries with similar endowments.
7
 The approach 

illustrated in this reference guide incorporates both. A country background review and targeted 

analysis, described further in chapters 2 and 3, will ascertain that all sector candidates are in-

cluded in the review. These candidates fall into three groups:  

(1) Established exporters—industries with a significant export orientation; as a practical mat-

ter, sectors accounting for the top products (in terms of HS or SITC categories) that ac-

count for 80 percent of total exports from the country. The process employs empirical trade 

analysis to identify these exporters. In many instances, exporters include the domestic por-

tion of global value chains (GVCs); such industries represent the country‘s participation in 

transnational value networks. In addition to commodity exports, the identification also ex-

amines the performance of service exports, and includes these industries, as appropriate. 

(2) Fledging exporters –industries/firms that are currently very small, including promising 

start-ups, or could be established to take advantage of new market opportunities or evolve 

from existing firms or sectors. Benchmarking against selected comparator countries and 

other exploratory techniques can be used to identify one or two candidates with latent com-

parative advantage. 

 (3) Domestic industries – industries that are mainly serving exclusively domestic demand but 

have potential to become important drivers of economic growth. Identifying these sectors 

depends on the particular situation of the country. 

Once the universe of candidate sectors has been assembled, the selection process moves to the 

triage, outlined in detail in Chapter 4. The triage focuses on the established exporters to eliminate 

sectors that show poor potential. The choice of both fledgling exporters and domestic industries 

already involves a careful appraisal of prospects and latent comparative advantage; these sectors 

―automatically‖ qualify for the in-depth diagnostic round. For the other sectors, the approach va-

ries across the three main pillars. 

Recent performance 

The driving force in the appraisal is the recent and projected export performance, including par-

ticipation in GVCs. For analyzing the recent performance, the first step is to classify current ex-

ports by the four quadrants of the Bethesda matrix.
8
 These exports (classified by either HS or 

SITC codes) are then mapped into industries (defined in terms of ISIC or other industrial classi-

fication schemes).
9
 Exports that are losing market share are weighted less than sectors gaining 

market share, especially in a growing market. This process is illustrated in Figure 5. 
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Figure 5: Triage process for established exporters 

 

These weighted export values are subsequently converted into scores on the 1-7 scale for the re-

cent performance column. For service exports included in the triage, elements such as tourism 

satellite accounts and other sources are used to assess their recent export performance. Using 

sector statistics, other elements such as value added/productivity, employment or investment are 

scored on the 1-7 scale. These scores are based on both size (export value, total employment) and 

trends. 

Future performance 

The recent performance in turn guides forecasts of the likelihood that the respective sectors are 

likely to gain in exports, and subsequently in the other economic elements, once they benefit 

from the kind of support that a competitiveness partnership would furnish. Obviously, forecasts 

of future performance cannot just be an extrapolation of current trends. A range of sources, from 

market trend analysis, benchmarking to selected comparator countries, expert opinion, con-

straints appraisal, product space analysis and others, need to be mobilized to arrive at reasonably 

reliable and persuasive assessments of future performance. The relevant approaches are explored 

in greater detail in Chapter 4. 

Contribution to national development objectives 

Forecasting the contribution of growth in the sector to broader national development objectives 

also draws on a range of sources. Even with a broad range of sources, it is difficult to come up 

with more precise forecasts. As a result, it may be best to simplify the task by eliminating inter-

mediate scores. As a result, the scores are divided into three broad categories, 1 = poor, 4 = aver-

age, and 7 = significant. 

Completing the triage 

Within each of the pillars, the resulting scores are then averaged, either as a simple average or 

according to some internal weighting scheme. Applying the individual pillar weights, the overall 

average score for the sector serves as the basis for ranking them. The top ranked 6-8 sectors of 

the established exporter group are then selected for the assessment round. The number varies, 

depending on the number of fledgling exporters and domestic industries that have been selected 
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at the identification sub-step. However, even after the scoring and ranking have been completed, 

the analyst may still exercise judgment in selecting ―sectors of interest.‖ One good way is to run 

the group of finalists by people familiar with the economy. 

The triage sub-step relies primarily on data that are relatively easy to obtain given the large num-

ber of candidates to be assessed. The assessment sub-step provides an opportunity to refine the 

analysis for the dozen (or so) finalists. The appraisal process, detailed in Chapter 5, still employs 

a version of the CAM. It results in revision and refinement of original estimates concerning the 

sector‘s future performance. To deepen the analysis, further efforts are now required to track 

down relevant information, triangulate initial estimates, and place a greater emphasis on ben-

chmarking. For example, the initial productivity estimates or scores now need to be subjected to 

a more careful analysis, and comparison to those for a comparator country. Similarly, while the 

triage forecasts may use global market trends, the in-depth diagnostic may focus on market 

trends in the most likely export markets. The purpose of this in-depth diagnostic is to come up 

with the portfolio of three to five target sector that will be the subjects of the detailed sector 

analysis in Step 2. 

The assessment round is likely to draw more broadly on judgments from a more di-

verse group stakeholders, industry experts, buyers, and investors. If at all possible, the 

competitiveness practitioners should hold a workshop or roundtable to review each of 

the finalist sectors with stakeholders. The ―case‖ for each sector should be outlined 

with supporting data, yet without drawing a priori conclusions to encourage inputs from the 

roundtable participants. 
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Interpreting the sectoral information gathered from a variety of sources, both quantitative and 

qualitative, both for recent and future performance requires a sound understanding of the overall 

economic setting. A review of the country‘s economy therefore is essential in setting the stage. 

Much of this country background review will draw on existing sources, both comparative inter-

national databases like the Doing Business database, or the Logistics Performance Index, and 

special studies of current challenges to the economy, like recent World Bank‘s Country Econom-

ic Memoranda. Other sources include the Global Competitiveness Index, or regional compari-

sons prepared, for example by the Asian Development Bank. 

This background review establishes the broader framework for understanding the country‘s 

sources of latent comparative advantage, given its endowments in terms of both hard (tangible) 

and soft (intangible) infrastructure. A brief analysis of historical data offers insights into the de-

terminants of the country‘s growth, and provides a basis for current trends that are likely to im-

pact the country‘s economic future. Obviously, any assessment of future developments requires a 

crystal ball, but a grounding in the country‘s current economic strengths and weaknesses, and the 

economy‘s ability to take advantage of opportunities and respond to threats can narrow the mar-

gin of error. The specific output of the country background review should be a summary of the 

country‘s key economic drivers at present and in the near future that will inform practitioners 

throughout the sector selection process. 

Task 1: Assess economic performance and current drivers of growth 

The recent performance of the economy and current trends and growth drivers are critical for a 

clearer understanding of both revealed and latent comparative advantages. Key elements of the 

analysis would include:  

 Economic performance 

 Endowments 

 Macroeconomic policies and practices 

 Trade openness & relations 

 National innovation systems 

 Government development priorities 

The following checklist of questions can guide the desk review: 

 Economic performance: 

o What has been the growth performance of the country?  

o What are the trends in GDP per capita relative to competitor countries? (see ex-

ample below) 

o What are the key determinants (factor-driven, efficiency-driven, innovation-

driven)? Where is the economy in terms of growth through a structural shift from 

low-productivity activities (agriculture) to higher-productivity sectors (manufac-

turing)? 

o Which sectors are the key drivers of the economy‘s growth?  
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 Endowments: 

o What are the characteristics of the country‘s hard (including natural resources) 

and soft infrastructure, and how do they relate to latent comparative advantage? 

o What is the level of exploitation of the economy‘s sources of comparative advan-

tage? 

o How do the patterns of industrial growth compare to benchmark or comparator 

countries with a similar endowment and higher per capita GDP (about twice the 

level in the country)? What are the country‘s main natural resources? 

o How dependent is the country on energy imports, and what is being done to ad-

dress energy dependence? 

o What are the current initiatives to develop the country‘s hard infrastructure 

(projects, privatizations, etc.)? 

o Are there any initiatives to strengthen the soft infrastructure (new approaches to 

education, including vocational and technical education, new approaches to qual-

ity infrastructure, etc.)? 

 

 Macroeconomic policies and practices: 

o What is the fiscal situation? How is the budget structured and implemented? 

o Does the tax regime and administration penalize or favor certain branches of in-

dustry? 

o What are the indicators of monetary policy? Has the country managed to main-

tain macroeconomic stability? Has the exchange rate been neutral, appreciated or 

depreciated? 

o How has the government responded to external shocks? 

o Is public debt handled in a transparent- market-oriented manner, or is it force-

placed? 

o How aggressive is the government‘s competition policy? 

 

 Trade openness and relations: 

o What is the level of the country‘s trade openness? 

o Which countries are the main trading partners? 

o What is the share of manufacturing in exports? 

o What are the country‘s main exporting and importing industries? 

o What preferential trade agreements are in place, and how has the economy fared 

at taking advantage of them? 

o For WTO member countries: Is the country compliant with WTO obligations? 

 

 National innovation systems: 

o What is the country‘s innovation policy? 

o What are the institutional arrangements to bring together the ―Triple Helix‖ of 

private sector, government and academe? 
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o What is the level of industry-university cooperation? 

o How strong is the country‘s protection of IPR? 

o What have been the patterns of R&D expenditure by industry? By the govern-

ment? How is that reflected in patent applications in the US or the EU? 

o What support is the country providing to first movers in innovation (such as 

temporary protection)? 

o Are there any ―centers of excellence‖ that are demonstrating the transformation 

toward an innovation-driven economy? 

 

 Government development priorities: 

o Beyond economic growth, what are the government‘s development priorities? 

For example, employment generation, foreign earnings, small and medium en-

terprise development, poverty reduction, food security, technology transfer and 

innovation, investment? 

o What are the existing national development or industrial/strategic plans in place? 

How successful has been their implementation? 

o Which industries are being favored or supported by the government? Are there 

any subsidies, tax breaks, trade barriers, etc? Are these industries in line with the 

country‘s comparative advantages? 

o Has the government been (increasingly) investing in any particular sector, be it 

through government agencies, funds, limited partnerships, etc.? 

 

The researcher‘s objective in this task is to identify factors that have sectoral impact and what 

those impacts are. The two examples below provide guidance on issues that may affect sector 

performance. 
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Box 1: Example - Analyzing Economic Performance (Gross National Income per capita) 

Armenia‘s GNI per capita performance is compared to its competitors in historical perspective: 

 

Source: World Development Indicators 

 

Box 2: Example - How Can Macroeconomic Considerations Impact Specific Sectors? 

Macroeconomic performance encompasses fiscal and monetary policy, which can have significant impact 

at the sector level. To the extent that reports are available, researchers will identify policies and practices 

that have sectoral effects. Following are the issues that should be considered: 

 Debt management: The management of public debt directly affects the financial sector, and may 

have implications for the cost of capital for specific sectors. 

 Budgeting: How the budget is structured, adopted and implemented may have significant impli-

cations on a sectoral basis. For example, what are the incentives and disincentives implied in the 

budget with respect to R&D, education or infrastructure development? 

 Tax Regulations: Tax regulations may be designed to favor some sectors or provide disincen-

tives to others. The treatment for the sectoral analysis parallels that of the budget incentives and 

disincentives. 

 Tax Administration: Tax administration may affect some sectors. A common example is the de-

lay in reimbursement of VAT for exporters. Similarly, some tax incentives may be on the books, 

but delays in administering them translate into costs and uncertainty for the private sector. 

 Monetary policy: Monetary policy affects the economy as a whole. In certain instances, howev-

er, it may affect sectors differently: some sectors may be affected by varying inflationary trends, 

while the exchange rate policies will be of immediate interest to both exporters and importers. 
 

Source: DAI team elaboration 
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Task 2: Assess factors that will influence economic growth in the short and me-
dium term 

The second task of the country background review focuses on recent developments in growth 

drivers that are likely to affect directly economic performance in the short to medium term. The 

following offers a sample checklist of questions as a guide in identifying these emerging drivers 

of economic performance: 

 Are there any new preferential trade agreements in process? 

 Has the government adopted new approaches to fiscal and monetary policy? 

 Have there been any new natural resource discoveries (for instance, discovery of petro-

leum deposits, opening of new mines)? 

 Have there been shifts in factors that explain macroeconomic performance; for example, 

have recent discoveries and exploitation of natural resources led to an appreciation in the 

value of the local currency (signs of Dutch disease)? 

 Are there recent changes in the overall development strategy (new industries that are be-

ing promoted, etc.)? 

 Are business services outsourcing functions beginning to emerge? 

 Has there been any recent investment in infrastructure, including private sector participa-

tion in physical infrastructure? 

 Are new initiatives under way to improve workforce development? 

Task 3: Summarize background review findings 

At the conclusion of country background review, researcher‘s objective is to summarize the key 

findings for the desk review focusing on the key drivers of economic performance. The follow-

ing table should serve as a reference for practitioners throughout the sector selection process: 

 
 

Template: Country Key Economic Drivers Summary 
 

  
Recent performance 

 

 
Future Impacts 

Economic performance 
 
 

 

Endowments 
 
 

 

Macroeconomic policies 
 
 

 

Trade openness and relations 
 
 

 

National innovation systems 
 
 

 

Government development priorities 
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Desk Research Sources for Country Background Review 
 

Economic performance 

 World Bank‘s Country Economic Memorandum 

 Country Economic Reviews from other international organizations, such 

as the Asian Development Bank, African Development Bank, etc. 

 World Bank‘s resources on Economic Policy and External Debt: 

http://data.worldbank.org/topic/economic-policy-and-external-debt 

 World Bank‘s country data: http://data.worldbank.org/country 

National development plans 

 Poverty Reduction Strategy Paper (country's macroeconomic, structural 

and social policies and programs over a three year or longer horizon to 

promote broad-based growth and reduce poverty) 

 National Development Plan and other sectoral development plans 

Business environment (including tax issues) 

 World Bank‘s Doing Business indicators 

 EBRD‘s Business Environment and Enterprise Performance (BEEP) 

Surveys 

 INSEAD‘s Global Innovation Index 

 Investment Climate Assessments 

 Logistics Performance Index 

 Knowledge Economy Index 

 World Economic Forum‘s Global Competitiveness Report 

 World Bank Enterprise Survey 

http://data.worldbank.org/topic/economic-policy-and-external-debt
http://data.worldbank.org/country
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Following the country background review, the next task seeks to identify the list of candidate 

sectors for growth facilitation interventions. At this point, the task is to make sure that all rele-

vant sectors are included and subjected to an evaluation of their growth potential as a result of 

latent (or revealed) comparative advantage. The candidate sectors are drawn from three groups: 

 Established exporters: industries that account for a significant portion of recent exports; 

 Fledgling exporters: sectors that are currently in a start-up phase or could be established 

to respond to emerging market opportunities, and 

 Domestic industries: sectors serving primarily domestic demand that may offer growth 

potential either directly or indirectly. 

 

 

Each group will require a different process and set of tools for selection. The output of this anal-

ysis will be a list of sector candidates to be included in the CAM. 
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Question

• What are the 
dominant sectors in 
terms of overall 
commodity exports? 

Data Input

• Desk research and 
trade data analysis 
Concordances table

Process

• Trade data analysis
• Mapping into industry 

categories
• Duration: 1 week

Output

• List of leading 
commodity export 
sectors (ISIC)

The task here is to select sectors that have been engaged in 

exports by using the Export Sector Selection Tool. The ba-

sic approach is to examine export patterns, identify the lead-

ing exports, and map the trade statistics, defined in terms of 

Harmonized System (HS) or Standard International Trade 

Classification (SITC) codes, into a sectoral classification, in 

particular the industries defined in terms of the International 

Standard Industrial Classification (ISIC).  

Analyzing recent export performance can draw on a broad 

range of highly detailed data. A principal data source is the 

UN COMTRADE database that can be accessed through the 

International Trade Centre‘s Trade Map portal. These data 

can often be complemented by national customs statistics.  

Exports vary from year to year, either as a result of cyclical 

variations, or because of global expansion and contraction. 

For example, the global recession in 2008 and 2009 resulted 

in a significant slump in world trade. To compensate for 

these fluctuations, it makes sense to look at average annual 

exports for some period of time. In the examples used here, 

exports were averaged over the period 2006 to 2009. 

In most countries, the list of commodity exports, defined in 

terms of 4-digit HS categories, tends to be quite long. How-

ever, the value many of these recorded exports (or imports, 

for that matter) is quite small, and the data often reflect one-

time transactions. It therefore makes sense to focus on leading exports. The exact cutoff point 

may vary, but should probably lie somewhere between 80 and 90 percent of total exports. The 

scoring for the Competitiveness Appraisal Matrix (CAM) focuses on industries, defined in terms 

of 4-digit ISIC categories, and data on commodity exports have to be linked to these industries. 

The export values (HS) above the cutoff point are mapped into 4-digit ISIC codes by using some 

concordances (or correspondences) table linking HS/SITC codes to ISIC Rev, 3.1 or Rev. 4 clas-

sifications. Researchers can use the concordance tables provided by the United Nations and other 

sources to move from one classification system to another. Some of these ―conversion‖ tables are 

available as Excel spreadsheets, so the mapping requires little in the way of programming effort. 

This Export Sector Selection Tool can be sketched graphically as shown in Figure 66. 
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Figure 6: Export Sector Selection Tool 

 

Task 1: Obtain export data by 4-digit HS category from one of the available trade data 

sources and analyze export trends, usually just total export values, for the past few years. The 

analysis is dynamic, estimating the growth rate of total world export markets for each HS catego-

ry, and the rate of change in market penetration. This process can best be explained by means of 

an example, Vietnam with trade data for the period 2006-2009 (shown below). 

Task 2: Calculate average annual exports by 4-digit HS code 

The information on market dynamics must be weighted by an indication of total size. Averaging 

export information over several years compensates for any year-to-year fluctuations, providing 

better insights into the relative importance of each commodity.   

Task 3: Select the leading exports by 4-digit HS code that account for X percent, 
in most cases between 80 and 90 percent, of total exports 

The choice of the cutoff point is a judgment call. In many instances, the bottom 10 or 20 percent 

tend to involve small amounts often involving one-off transactions. However, some of the small-

er export categories may also signal some market experimentation, so inspection of the items ex-

cluded from further analysis is advisable. 

Task 4: Using a table of concordances, map exports by 4-digit HS code into 4-
digit ISIC industries 

As a rule, there is no one-to-one correspondence between commodities (HS) and industries (IS-

IC). However, for the purposes of the analysis, any errors in the conversion should be acceptable.  

Example Vietnam 

Vietnam is a fairly diversified export economy. It registered exports in 1,222 4-digit HS com-

modity categories in at least one year during the period 2006-2009; total exports (imports) for the 

entire world covered 1,255 4-digit HS categories, that is, only slightly more than Vietnam‘s ex-

ports. However, most of the country‘s average annual exports were virtually negligible. The 

leading export commodity was crude oil, accounting for 15.8 percent of total exports over the 

period. To give some idea of the patterns, he box below shows total average annual exports by 

HS category for the non-oil categories. 
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Box 3: Example - Average annual non-oil exports from Vietnam, 2006-2009 by HS 
category 

 
Source: DAI analysis for the reference guide 

 

In the example, the analysis was limited to the top 4-digit HS categories that accounted for 80 

percent of total exports from Vietnam. This group included 63 4-digit HS categories (64 with 

crude oil exports included). Using available concordances tables (see below under data sources), 

the total exports in the 63 non-oil 4-digit HS categories were mapped into the corresponding 4-

digit ISIC categories. The box below displays the results of this mapping exercise—63 HS cate-

gories were mapped into 32 ISIC sectors.  

The outcome of this task is the identification of leading established export industries as defined 

in terms of 4-digit ISIC codes. Concordances are never one-to-one. The same commodity ex-

ported may in fact be produced by two different industries. There are different schemes to get 

greater precision; however, for the purposes of the triage and even the assessment, the mapping 

of HS into ISIC is acceptable. 

Observers with intimate knowledge of the economy should review these results by to ensure that 

no potentially eligible sector with a latent comparative advantage is overlooked. In addition, the 

list may also be benchmarked against export sectors in a comparator country with similar en-

dowments some time back. 
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Box 4: Example - Average annual non-oil exports from Vietnam, 2006-2009,  
            by ISIC category 

 
Source: DAI analysis for the reference guide 
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Desk Research Sources 
 

 UN Comtrade Database: http://comtrade.un.org/ 

 International Trade Centre‘s Trade Map: http://www.trademap.org/ 

 UN Statistics Division: http://unstats.un.org/unsd/default.htm 

 Eurostat or UN Statistics Department concordance tables: 

http://unstats.un.org/unsd/cr/registry/docs/CPCv2_structure.pdf 

 http://ces.univ-paris1.fr/membre/fontagne/data_fichiers/gtap_to_isic.txt 

http://comtrade.un.org/
http://www.trademap.org/
http://unstats.un.org/unsd/default.htm
http://unstats.un.org/unsd/cr/registry/docs/CPCv2_structure.pdf
http://ces.univ-paris1.fr/membre/fontagne/data_fichiers/gtap_to_isic.txt
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Question

• What are the dominant 
sectors in terms of  
services exports? 

Data Input

• Desk research and trade 
data analysis

Process

• Trade data analysis
• Duration: 1 day

Output

• List of current services 
export sectors 

Export of services in many countries is rivaling or outstripping 

the export of leading commodities. As a result, many countries 

have banked on these sectors as the key to their export devel-

opment strategy. Such services must therefore be considered as 

part of the export scene of virtually any country.
10

 The focus in 

identifying services sectors for inclusion in the rapid appraisal 

is on tourism and (exportable) ICT services. For Vietnam, for 

example, the data suggest that tourism definitely belongs on the 

list. The average earnings from tourism would place it fifth on 

the list of foreign wage earners in Vietnam, after wearing appa-

rel, footwear, furniture and fish products. The evolution of net 

travel receipts in Vietnam through 2008 shown below illu-

strates significant growth in travel exports and a much smaller 

growth in travel imports resulting in a gradual increase in net 

travel receipts.  

For services exports, primarily tourism (tourism satellite ac-

counts), information and communications technology (ICT), or 

financial services, available data lack a similar level of detail, 

although the data situation is improving. Benchmarking against 

comparator countries may complement the analysis in this cat-

egory. 

The situation is somewhat different for ICT services. Data on the value of ICT services vary. The 

World Bank publishes estimates based on balance of payments information of exports of ICT 

services as percent of all services exports.
11

 In 2009, ICT services exports accounted for 53.1 

percent of total services exports from India. The corresponding figure for El Salvador was 16.9 

percent. Vietnam is not covered in this database.) However, these data do not demonstrate any 

significant trends over the period of, say, 2001-2009. In 2009, most percentage figures for ICT 

services show an uptick, presumably reflecting the decline in other services exports. 

Another option to get at the export potential of ICT-related services are the ratings by A.T. Kear-

ney, currently covering 50 countries. According to the A.T. Kearney Global Services Location 

Index,
12

 Vietnam ranked 19
th

 out of the 50 countries ranked for 2007. It registered the highest 

score for ―financial attractiveness‖ of all 50 countries (3.33) , but ranks very low on ―people and 

skills availability‖ (0.99) and ―business environment‖ (1.22). By 2011, the country had moved 

the ladder to 9
th

 overall, with a distinct improvement in the skills index (1.19). Thus, the devel-

opment of the sector deserves further attention, in particular given its score on financial attrac-

tiveness. Consequently, both tourism and (exportable) ICT services are added to the list of can-

didate sectors, which now comprises 35 sectors: 
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Box 5: Example - Vietnam Tourism Receipts and Expenditures 

 
Source: General Statistics Office, Vietnam. DAI analysis for the reference guide. 
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Desk Research Sources 
 

 World Tourism Organization 

 National Statistics Agencies and Ministry of Tourism, tourism satellite ac-

counts 

 AT Kearney Global Services Location Index: 

http://www.atkearney.com/index.php/Publications/offshoring-opportunities-

amid-economic-turbulence-the-at-kearney-global-services-location-index-

gsli-2011.html 

 Internet research 

http://www.atkearney.com/index.php/Publications/offshoring-opportunities-amid-economic-turbulence-the-at-kearney-global-services-location-index-gsli-2011.html
http://www.atkearney.com/index.php/Publications/offshoring-opportunities-amid-economic-turbulence-the-at-kearney-global-services-location-index-gsli-2011.html
http://www.atkearney.com/index.php/Publications/offshoring-opportunities-amid-economic-turbulence-the-at-kearney-global-services-location-index-gsli-2011.html
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The notion of ―fledgling exporters‖ refers to the discovery of latent comparative advantage to 

launch export sectors with high growth potential that may not yet exist, or at most in only rudi-

mentary form. They are the emerging segments, the ones that could be identified through more 

diligent analyses, but are not readily captured by data because statistical evidence is scarce or 

non-existent. In any given country, there might be only a handful of such opportunities. While 

the choice of existing sectors with sufficient export experience can at least lean on a rich data-

base of trade flows, the identification of fledgling exporters calls more for creativity and imagi-

nation. However, imagination can draw on a number of analytical techniques to assess the coun-

try‘s opportunities for discovery of latent comparative advantage.  

To identify them practitioners should conduct an analysis using the following tools: 

 Benchmarking against comparator countries: This tool is designed to discover oppor-

tunities in launching industries producing tradable goods that are completely new to do-

mestic firms from the experience of other countries with similar endowments, and a per 

capita GDP about 100 percent above the country‘s own. 

 Global Value Chain positioning analysis: This tool focuses on the emergence of GVCs 

and their governance structures, and their requirements for effective participation. 

 Business functions outsourcing potential assessment: As part of the emergence of 

GVCs is also reflected in an acceleration of the growth of service exports. The outsourc-

ing of business function through transnational linkages has become a major boost to de-

velopment in a broad range of countries. The notion here is to look at the experience of 

competitor (or comparator) countries, and identify the requirements of and prospects for 

developing these kinds of economic activities. 

 Product space analysis: The exploration of product space is a relatively new concept to 

identify opportunities for upgrading within existing activities, but also to explore new ac-

tivities with similar patterns of comparative advantage, given the country‘s endowments. 

 Open opportunities scan: This ―tool‖ seeks is designed to explore broadly the implica-

tions of ―megatrends‖ and structural changes in the global economy for the development 

of latent comparative advantages for the economy. It may also include an assessment of 

seed investment activities, or the experience of market-oriented business incubators in 

this country and its peers. 

The objective of each of these tools it to identify latent comparative advantage, and assess the 

feasibility of exploiting it. Most of these tools rely on interviews and consultations with investors, 

global network orchestrators, industry experts, and observers of the economy. The information 

from these various sources will guide the discovery of promising opportunities, and add these 

sectors to the list of candidate sectors in the CAM. The output of this analysis below will be the 

identification of probably no more than one or two sectors that represent feasible start up-

opportunities. The careful triangulation of information for the various sources in effect represents 

a triage; in other words, the sectors identified will proceed directly to the assessment aimed at 

identifying a portfolio of three to five sectors. 

In general, it may not be necessary to mobilize the entire arsenal of tools shown. For example, 

GVC positioning analysis and business functional outsourcing assessment may overlap, in par-

ticular for the service sectors. Similarly, benchmarking analysis and product space analysis look 

at similar patterns. 
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Question

• What has been the 
experience of the 
benchmark country in 
launching new industries?

• What new industries are 
evolving in current peer 
countries? 

Data Input

• Historical data on 
developments in main 
benchmark country

• Data on commodity and 
service exports forcurrent 
competitor countries

Process

• Interviews with industry 
experts

• Interviews with country 
experts

• Duration: 3 day

Output

• Identification of feasible 
opportunities for 
exploiting latent 
comparative advantage

Benchmarking against more developed countries and learning 

from their experience can inform decisions about which 

emerging sectors are likely to grow and whether conditions are 

in place to support their growth. The objective of such an ex-

ercise is to compare the target country with its more developed 

counterpart with comparable endowments but higher income 

per capita. Benchmarking is done against key variables—

critical success factors—necessary for a sector‘s growth based 

on international experience (see box below for examples). Key 

export-oriented sectors for most developing countries are like-

ly to fall within the following seven sectors: light and heavy 

manufacturing, ICT, tourism, mining, and agribusiness, as 

well as services. Many of these sectors are likely to be covered 

already under the established exporters group, but benchmark-

ing may offer insight into emerging growth opportunities that 

are not yet present in the country. Benchmarking against the 

historical patterns for the principal benchmark country at a 

time when its per capita GDP was similar to the one in the 

country now may identify shifts into new industrial activities. 

At the same time, benchmarking should also include current 

competitor countries that are roughly similar in terms of their endowments, both hard and soft 

infrastructure, to explore innovative industrial and service activities with export potential. 

To conduct this benchmarking exercise, practitioners will use limited desk research, drawing on 

both historical and current data for comparator countries, and interviews with industry experts, 

primarily internal experts within the World Bank at this stage. The process can be sketched as 

outlined below, using the associated interview checklist. The output of this analysis will be a list 

of two to three sectors in which the target country is likely to succeed.  

Task 1: Identify the principal benchmark country 

Through desk research or consultations with other practitioners, researchers can identify an 

economy with a GDP per capita about 100 percent higher than that for the target country, and 

that possesses similar endowments in terms in terms of hard and soft infrastructure. For example, 

for Costa Rica (USD 4,000 GDP per capita), Mexico might be a peer country (USD 7,000 GDP 

per capita), although it is of course much larger. 

Task 2: Examine current and historical export patterns 

Once the benchmark country is identified, the analyst can examine historical data to identify the 

list of tradable goods and services that have been produced for the last 20 years. Many of these 

sectors are likely to be already active in the target country, but the list may also include others 

that are new to domestic firms. These sectors, presumably only one or two, deserve further atten-

tion. 
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Task 3: Assess the feasibility of launching these new opportunities 

In interviews with domestic investors and experts familiar with the country, the analyst can now 

assess the feasibility of launching these new activities in the country. In some instances, the 

germs of such activities may exist within the existing industry structure. In others, it may require 

some form of FDI or contractual arrangement to get these activities going, given the current en-

dowment levels. These sectors are candidates for the fledgling exporters group. 

 

Box 6: Examples of Sector Critical Success Factors  

Agribusiness 

 Proportion of arable land 

 Average yields 

 Soil quality 

 Proximity to markets 

 Ability to own land/secure land titles 

 Attractiveness of wages in agribusiness 
relative to other local low skill options  

Tourism 

 Relevance of attractions to targeted market 

 Accessibility 

 Safety/Security 

 Source market (nationality of tourists) 

 Segments (beach, medical, cultural tour-
ism) 

 Presence of leading companies and inves-
tors (Hilton, Club Med) in the country 

 Extent to which there is a culture of tourism 

 Access to secured land 

 Skill level 

Heavy manufacturing 

 Cost and availability of energy supply  

 Cost of capital 

 Skill of workforce 

 

ICT 

 Cost of telecom 

 Quality of telecom 

 Broad band access 

 Skill level of workers 

 Wages per skill level  

 Presence of clusters 

 Presence of leading companies and inves-
tors in the country 

 Availability and reliability of electricity 

Mining 

 Natural resources 

 Existence of a geological survey 

Light manufacturing 

 Wages: low skilled workforce, informal sec-
tor 

 Cost of trade and logistics (Trading Across 
Borders indicator) 

 Cost of key inputs (leather, textiles, wood, 
metal, electronic components) 

 Presence of clusters 

 Power quality and reliability 

Source: Interview with Vincent Palmade, World Bank, and DAI team research for the reference guide. 
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Interview Checklist 
 Which country should serve as the principal benchmark country? 

 Which countries should be selected as competitor/comparator countries? 

 What have been the historical patterns for the emergence of new industries? 

 What is the feasibility of launching the identified activities in the target econ-

omy? 

 Is there any indication that domestic investors are ready to move into these 

sectors, or does it require FDI? 

 Does launching these new activities require investments to bring hard or soft 

infrastructure up to standards? 
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Question

• What  industries have  
opportuniteis to 
particiapte in global value 
chains? 

Data Input

• Qualitative assessment of 
the value chain 
governance structure 
based on interviews with 
global buyers

• Desk research, indsutry 
studies

Process

• Desk research
• Interviews with global 

buyers
• Duration: 3 days

Output

• Identification of 
opportunities to 
participate in global value  
chains as suppliers of 
products or services

Economic development is increasingly driven by an econo-

my‘s engagement with global value chains (GVCs). Failure to 

participate effectively in GVCs undermines development pros-

pects. The nature of that engagement and the role the economy 

plays with GVCs shapes the pattern of growth and develop-

ment. The analysis of the economy‘s positioning with respect 

to GVCs needs to focus on the detailed international division 

of labor, accompanied by specialization in particular parts of 

the world. It is critical to understand the patterns of governance, 

and the level of ―explicit coordination,‖ usually by the lead 

firms that drive the chain.  

Much of the management of global value chains involves spe-

cialized ―network orchestrators,‖ such as Foxconn, Elextronics, 

Taiwan‘s Pou Chen (footwear), or Li and Fung (apparel). 

These orchestrators set the standards for participation in GVCs, 

often organized almost ad hoc around a particular order. In 

other words, firms in the country meet the standards and are 

therefore eligible to participate in these GVCs. In many indus-

tries, these are the firms that are making significant invest-

ments in technology-intensive production, with the possibility 

of technological spillover effects into participating economies. 

There is a strong analog in services outsourcing as well, with large BPO firms such as Infosys 

making investments around the world to provide the right mix of capabilities and costs to meet 

their customers‘ needs. 

In many instances, firms in the target country may already be participating in GVCs, based on 

their comparative advantage. For example, in the case of the Vietnamese economy, GVCs are 

dominant in total exports, such as Nike for footwear. One of the issues is leverage that participa-

tion to deepen domestic value added. The temptation is always to use this as the springboard for 

a more aggressive pursuit of promoting domestic value added that goes beyond latent compara-

tive advantage. The notion behind the GVC positioning analysis is to understand the current role 

and map out an upgrade path consistent with the country‘s comparative advantage. 

Task 1: Examine the global industry 

This task includes the analysis of the flow of final and intermediate goods that comprise the in-

dustry. What have been the historical developments, and what are the current trends in this 

GVC? The list of questions below indicates the range of issues. 

Task 2: Contact key global players 

This group includes retailers, lead firm buyers, network orchestrators, distributors, central ex-

changes, or standard setting bodies. Their perception of the target country and industry is the 

principal criterion for the positioning analysis. 
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Task 3: Evaluate the domestic industry 

This portion of the analysis addresses especially the linkages of domestic firms to GVCs, or the 

lack thereof. 

Task 4: Conduct case studies 

To the extent possible use sector and firm level research to reveal the upstream and downstream 

value chain components, not only those activities carried out by the firm. 

 

 

  

Desk Research Sources 
 

 Web sites of network orchestrators, such as: 

www.pouchen.com/English/1.apx, www.lifung.com 

 The management rationale is well explained in: Fung, V., Fung, W., & Yo-

ram, W. (2008). Competing in a Flat World. Building Enterprises for a Bor-

derless World. Upper Saddle River, NJ. 

 See also Theurl, T. (ed.). (2005) Economics of Interfirm Networks. Tübingen. 

Interview Checklist 
 

 How are the activities in the GVC organized?  

 What are the key technology trends? 

 What are the governance patterns and trends in the industry? 

 Which ones are the lead firms that drive the GVC? 

 Have specific processes in the industry been outsourced? 

 How is information exchanged across key activities (arms-length, codified, 

tacit)? 

 How have standards, including environmental and labor standards, been 

changing, and what institutions are enforcing them? 

 

http://www.pouchen.com/English/1.apx
http://www.lifung.com/
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Question

• What  opportunities exist 
in business process 
outsourcing, if any, that 
the country can take 
advantage of?

Data Input

• Desk research on latest 
trends in the global BPO 
industry

Process

• Desk research
• Duration: 2 days

Output

• Identification of 
opportunities to develop 
a BPO outsourcing 
industry

Business process outsourcing in some respects represents a par-

ticular form of a global value chain. There is a host of business 

functional that have long been separated from the ―home‖ in-

dustries, from janitorial services to IT to bookkeeping to call 

centers and now even R&D. Research has shown that managers 

often experiment with a broad range of ―make or buy‖ issues, 

and on- or off-shore sourcing. For many advanced industries, 

decisions to unbundle and relocate discrete business functions 

have become a central preoccupation of strategic decision-

making. 

Business process outsourcing can cover a wide variety of ser-

vices. In addition to the primary business function, the activi-

ties involved in producing the principal good or service of the 

firm, business functions include: 

 Research development of products, services, or tech-

nology, including engineering and related technical ser-

vices (engineering and related technical consultancy, 

technical testing, analysis and certification and design); 

 Sales and marketing; 

 Transportation, logistics and distribution; 

 Customer and after sales service; 

 Management, administration and back office functions; 

 Information technology systems; and 

 Facilities maintenance. 

Some of these functions cannot be supplied off-shore, such as facilities maintenance. However, 

there are certainly significant opportunities with respect to after-sales service, back office func-

tions, or R&D. 

In assessing the potential here, the analyst is not just restricted to examining the (latent) capabili-

ties of the domestic economy. There is also a significant push from the ―demand‖ side to explore 

opportunities and their impact on competitiveness. For example, Eurostat has launched a new 

project on developing methods for exploring opportunities in order to develop new knowledge 

and understanding of the organization, economic performance and competitiveness of European 

businesses in a globalized economy. This type of research is exploring the benefits to lead organ-

ization and the impact business process outsourcing has on aggregate competitiveness. 

Task 1: Benchmark the economy’s BPO involvement 

Information from country/economy experts, together with international comparisons, such as the 

A.T. Kearney evaluation of BPO capabilities, can be used to compare the level of participation in 

the provision of off-shore outsourced business functions. 
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Task 2: Assess the critical success factors for expansion 

A world-class IT infrastructure is the sine qua non for effective participation in BPO activities. 

However, other elements, especially of the soft side of infrastructure, also play a role. For exam-

ple, call centers for after-sales service depend on language skills.  

Task 3: Identify opportunities for developing a BPO outsourcing industry 

 

 

 

 

  

Key questions 
 

 What are the latest trends in BPO outsourcing worldwide? 

 What functions are countries in the region specializing in? 

 For comparator countries, what has made them successful (or unsuccessful) in 

attracting BPO industries? 

 What is the motivation of firms interested in outsourcing different kinds of 

business functions? 

 What are the demands on hard and soft infrastructure for engaging foreign 

firms searching for BPO outsourcing opportunities? 

Desk Research Sources 
 

 Web sites of network orchestrators, such as: 

www.pouchen.com/English/1.apx, www.lifung.com 

 AT Kearney Global Services Location Index: 

http://www.atkearney.com/index.php/Publications/offshoring-opportunities-

amid-economic-turbulence-the-at-kearney-global-services-location-index-

gsli-2011.html 

 For individual countries: www.dst.dk/globalisation  

 For the EU: 

http://epp.eurostat.ec.europa.eu/statistics_explained/index.php/International_

sourcing_statistics 

 

http://www.pouchen.com/English/1.apx
http://www.lifung.com/
http://www.atkearney.com/index.php/Publications/offshoring-opportunities-amid-economic-turbulence-the-at-kearney-global-services-location-index-gsli-2011.html
http://www.atkearney.com/index.php/Publications/offshoring-opportunities-amid-economic-turbulence-the-at-kearney-global-services-location-index-gsli-2011.html
http://www.atkearney.com/index.php/Publications/offshoring-opportunities-amid-economic-turbulence-the-at-kearney-global-services-location-index-gsli-2011.html
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Question

• What products could this 
country export in far 
higher volumes in the 
near future, given the 
existing export structure?

Data Input

• Product space analysis 
previously conducted by 
MITs media lab 

Process

• Review of MIT Media Lab 
Interactive website tool

• Duration: 4 hours

Output

• Network representation 
of the relatedness 
between product s 
currenty exported

• Indication of potential 
new export products

Product space analysis focuses on a network representation of 

the relatedness between products that are traded in international 

markets. Developed by Hausmann and Hidalgo
13

 based on con-

ditional probability analysis of trade flows, this analysis pro-

vides insights into the likelihood of expanding into new eco-

nomic activities. For any given export product in which a coun-

try currently specializes (RCA>1), what other products share 

the comparative advantage in the hard and soft infrastructure. A 

common example is that countries competitive in the export of 

fresh flowers also tend to be competitive in the export of fresh 

fish, since both depend on the existence of a world-class cold 

chain. 

Product space analysis is based on an assumption that if an 

economy is competitive in exporting product X then it will 

have higher chances of upgrading to production of other prod-

ucts that are in the neighborhood of product X, where the 

neighborhood is defined by measures of distance in the trade 

matrix. Product space analysis will inform practitioners about 

the upgrading potential of the economy. The upgrade may ei-

ther be for the individual sector, or the emergence of a new sec-

tor. In this analysis researchers will need to review the already 

existing analysis developed by MIT available at the MIT Media Lab website (interactive tool).
14

 

Task 1: Consult the product space website and identify potential new products.  

The website brings up a product space representation for the country, as shown for Vietnam in 

box below. Researchers need to identify a specific product in which the country currently has a 

revealed comparative advantage (RCA>1), all of which have solid black borders. Linked to that 

product and nearby in product space may be several other products which the country currently 

produces, but does not export in large volumes (RCA<0.5). In the example below, Vietnam al-

ready exports $1.2 billion worth of office machines n.e.s., with a high revealed comparative ad-

vantage (RCA=6.5). Nearby in product space, Vietnam also has a high RCA in exports of mo-

nochrome television receivers, although the volume of exports is much smaller, at $4.6 million. 

The product space map has been constructed so as to put such products in close proximity to 

                                                 

Desk Research Sources 
 

 Hidalgo, C. A. (2007). The Product Space Conditions the Development of Na-

tions. Science  

 MIT Media Lab interactive tool: http://macroconnections.media.mit.edu/apps-

for-economic-development/ (new version of the tool is expected in October 

2011) 

 

http://macroconnections.media.mit.edu/apps-for-economic-development/
http://macroconnections.media.mit.edu/apps-for-economic-development/
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products exported by other countries which successfully exported office machines and monoch-

rome television receivers. Thus, according to the logic of the product space hypothesis, there 

may be an opportunity for Vietnam to successfully export such products, as it may already have 

the specialized infrastructure and know-how in place to ―graduate‖ to exports of those related 

products. In this example, three such products are indicated with a dashed arrow: clocks, televi-

sion picture tubes, and aircraft parts. Each of these products currently has an RCA below 0.2, 

with a small base of exports, ranging from $380,000 to $14 million.  

 

Box 7: Example - Product Space Representation for Vietnam 

 
Source: Cesar Hidalgo, MIT Media Lab 
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Question

• What are new 
opportunities arising  out 
of global trends, or private 
sector self-discovery?

Data Input

• Secondary sources on 
global trends

• Information on first-
mover firms (e.g. in in 
open business incubators)

Process

• Interviews with industry 
experts: World Bank staff, 
academics, businessmen

• Duration: 2 weeks

Output

• Indentification of one or 
two "open" opportunities 

Systematic assessments have their place in identifying new op-

portunities that are unfamiliar to the domestic economy. These 

systematic assessments should be complemented by an open 

assessment of new opportunities generated by emerging mega-

trends or the impacts of global deregulation. At the same time,, 

are there interesting examples of private sector self-discovery. 

For example, if the country has ―open‖ business incubators, that 

is, incubators open to any kind of business, are there any suc-

cessful examples of new ventures? Are there signs of proto-

clusters emerging? 

Open opportunities scan involves megatrends analysis to look 

at global trends and innovation in terms of new products or 

processes that are likely to generate new opportunities globally. 

Such trends may result in strong niche market opportunities. 

Their analysis early on can inform the targeted competiveness 

strategy development in these sectors, provided there is leader-

ship in government and the necessary support to removing con-

straints. 

Global deregulation leads to opening of, and may create new 

opportunities in terms of access to markets and technology. For 

example, improved adherence around the world to the protection of intellectual property rights 

has boosted R&D services and pharmaceuticals manufacturing. A review of these global trends 

with respect to the country‘s comparative advantage rooted in its current hard and soft infrastruc-

ture may suggest new opportunities. 

Finally, the country in question may operate open business incubators that are encouraging new 

ventures with new products for new markets. Many of these incubators are designed to favor a 

certain industry, or to realize the dreams of some minister. The former may provide insights into 

successful first-mover arrangements, the latter is usually devoid of much insight into new and 

coming opportunities that uncover latent comparative advantage. 

To identify these trends and potential niche market opportunities, the analysis should combine 

desk research and expert interviews: 
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Major questions 
 

 What key global and regional trends today are pertinent to the country under 

study? 

 What kind of evidence (quantitative or qualitative) is there to support the ex-

istence of this megatrend? 

 Which countries and companies are taking the lead in carrying this trend? 

 Based on the country‘s endowments, how could it benefit from this trend? 

What are the emerging opportunities?  

 Based on incubation activity trends, if any, what are two or three potential 

growth sectors identified through self-discovery? 

 What are the implications of global deregulation for the country, given its 

endowments? 

Desk Research Sources 
 

 MIT Technology trends: http://www.technologyreview.com/ 

 McKinsey Global Forces: 

http://www.mckinseyquarterly.com/Global_forces_An_introduction_2625 

 Institute for the Future: http://www.iftf.org/ 

 Country venture capital and private equity funds, associations and institu-

tions. 

 World Bank: infoDev, IBRD and the IFC. 

 US-based venture capital and private equity funds, associations and institu-

tions involved in early-stage activity in developing markets, such as: Mul-

tilateral Investment Fund – MIF, Darby Overseas, Cartica, Carlyle, Accon, 

SEAF, TechnoServe, EMPEA, among several others. 

 A comprehensive list of national and international funds and associations 

operating in developing markets can be found at: 

http://www.empea.net/Main-Menu-Category/EMPEA-Members/list-of-

members.aspx 

 Gartner Inc.: http://www.gartner.com/technology/home.jsp 

 Consumer trends: http://trendwatching.com/ 

http://www.iftf.org/
http://www.empea.net/Main-Menu-Category/EMPEA-Members/list-of-members.aspx
http://www.empea.net/Main-Menu-Category/EMPEA-Members/list-of-members.aspx
http://www.gartner.com/technology/home.jsp
http://trendwatching.com/
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This section focuses on identification of domestic industries focuses on sectors that have poten-

tial to service domestic markets.  
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Question

• Are some domestic 
markets significant in size 
and growing? Are there 
opportunities to promote 
the competitiveness of 
sectors serving domestic 
markets?

Data Input

• Qualitative assessments 
of industry experts and 
observers in country

Process

• Interviews with 2-4 
private sector experts or 
development 
practitioners in country

• Duration: 1week

Output

• List of potential growth 
sectors focused entirely 
on domestic markets

As a rule, domestic industries with growth potential cannot be 

identified through data analysis alone. Obviously, data on im-

ports provide some clue to the existence of a domestic market 

that could be attractive from a competitiveness perspective. 

However, import data also reflect responses to comparative 

advantage. It is therefore inadequate to examine import pat-

terns and conclude that a significant volume of imports of good 

X automatically creates a market that ―should be‖ of interest to 

domestic industries. 

Vietnam is a case in point. Its current comparative advantage 

still lies in low labor costs. As a result of an export-oriented 

industrialization (EOI) policy, and a significant volume of FDI, 

Vietnam‘s imports are dominated by capital goods. The share 

of total imports for consumer goods has actually been declin-

ing over the period 1995 to 2008. Vietnam‘s imports are large-

ly investment-driven. Any effort to engage in import substitu-

tion in the markets for capital goods involves moving into 

areas where the country has no comparative advantage. 

The situation is further complicated by the effects of policies designed to provide protection to 

domestic industries dominated by state-owned enterprises. In this regard, Vietnam followed the 

model of Taiwan and then China where policies managed to ―have it both ways—create a fast 

growing labor-intensive export-oriented manufacturing sector and at the same time maintain and 

even expand the state-favored, highly protected import-competing industries.‖
15

 Finally, many of 

the export-oriented sectors are engaged in consumer goods. Strengthening their competitiveness 

therefore also is likely to have repercussions on domestic markets. 

In other countries, import data may offer some clues to the existence of a significant internal 

market for consumer goods. But as a rule, the competitiveness practitioner will depend on indus-

                                                 

Interview Checklist 
 Is the domestic sector dominated by protected, often state-owned, industries? 

 Are there any policy initiatives under way that would affect the protection of 

domestic industries? 

 Are there barriers for exporters to target domestic markets with export mar-

kets? 

 What are the indications for significant growth in domestic markets? 

 Is there a level playing field for encouraging investments in sectors serving 

domestic markets relative to export activities? 

 Are there any policy initiatives to broaden domestic markets, such as regional 

free trade zones, or other efforts at integration? 
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try experts and observers of the current situation in the country to identify any prospects for ef-

forts to boost the competitiveness of sectors focused entirely on the domestic economy. 

Analysis conducted using the tools outlined above should yield a relatively long list of sectors 

that are included in the matrix for further analysis. In Vietnam, for example, the following oppor-

tunities have been identified. 
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Figure 7: Candidate sectors for Vietnam 

Vietnam

Weights

Established exporters

3230 Manufacture of television and radio receivers, sound or video recording apparatus

3610 Manufacture of furniture

1920 Manufacture of footwear

Tourism

1512 Processing and preserving of fish and fish products

ICT

3110 Manufacture of electric motors, generators and transformers

1912 Manufacture of luggage, handbags and the like, saddlery and harness

3430 Manufacture of parts and accessories for motor vehicles and their engines

3000 Manufacture of office, accounting and computing machinery

0113 Growing of fruit, nuts, beverage and spice crops

3220 Manufacture of television and radio transmitters and apparatus for line telephony

3691 Manufacture of motorcycles

0500 Fishing, aquaculture and service activities related to fishing

1730 Manufacture of knitted and crocheted fabrics and articles

2929 Manufacture of special purpose machinery

1810 Manufacture of wearing apparel, except fur aparel

2520 Manufacture of plastics products

3210 Manufacture of electronic valves and tubes and other electronic components

1711 Preparation and spinning of textile fibers; weaving of textiles

0140 Agricultural and animal husbandry service activities

2320 Manufacture of refined petroleum products

3130 Manufacture of insulated wire and cable

1531 Manufacture of grain mill products

0111 Growing of cereals and other crops n.e.c.

1010 Mining and agglomeration of hard coal

3511 Building and repairing of ships

1532 Manufacture of starches and starch products

1410 Quarrying of stone, sand and clay

2710 Manufacture of basic iron and steel

0200 Forestry, logging and related service activities

2010 Sawmilling and planing of wood

2029 Manufacture of other products of wood; manufacture of articles of cork and straw

Fledgling exporters

3699 Manufacture of pens and pencils; costume jewellery

Green technology products (consumer items)

Domestic industries

6301 Cargo handling for land transport

3720 Recycling of used plastic materials
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The triage is designed to screen the candidate sectors to eliminate the ones that are unlikely to 

exploit latent comparative advantage, and are therefore of little interest to a competitiveness 

partnership initiative. The sectors, about a dozen or so, that show promise are then subjected to 

further analysis in the assessment, covered in Chapter 5. The triage focuses on established expor-

ters, since the proposed approach to identifying fledgling exporters and domestic industries in 

fact represents an initial triage. In other words, both fledgling exporters and domestic industries 

―automatically‖ advance to the finals, that is, the assessment. 

To the extent possible, this triage will rely on readily available data, primarily trade data, but also 

the kind of information normally provided on the web site of national statistical organizations, as 

well as other observers of the economy, such as the Economist Intelligence Unit (www.eiu.com) 

and Business Monitor International (www.businessmonitor.com). Also, the competitiveness 

practitioner typically has access to special studies, including the World Bank‘s Country Econom-

ic Memorandum, which will provide guidance in assessing the recent performance of sectors on 

the list, and projecting their future performance. One source of information is the database main-

tained by UNIDO, INDSTAT4, which provides data on value added, employment and invest-

ment for 4-digit ISIC industries. 

The triage employs the Competitiveness Appraisal Matrix (CAM), which contains three sets of 

criteria, or pillars: 

 Recent performance: primarily for established exporters, but also touching on domestic 

industries; 

 Future performance: projected future growth for all categories of candidates, and  

 National development priorities: compliance or contribution to government‘s national 

development objectives. 

In the application of the CAM here, each one of these pillars comprises four individual criteria. 

The recent performance and future performance pillars use the same four criteria—exports, 

productivity, employment, and investment. The combination of (labor) productivity and employ-

ment also implies that domestic value is considered indirectly.
16

 The main difference is that the 

appraisal of recent performance is historical, while the ranking on projected future performance 

focuses on the potential for change contingent on intervention, the ―delta‖ made possible through 

a competitiveness partnership. 

For the national development priorities, the ranking procedure looks at the impact of broad eco-

nomic participation, such as the expected role for small and medium-sized enterprises in the 

growth of the respective sector. It also considers the impact on food security, productivity of nat-

ural resources, and social impacts. 

These criteria are listed on the top portion of the Competitiveness Appraisal Matrix as shown in 

Figure 8 below. Each sector considered is scored on a Likert scale from 1 = poor to 7 = top per-

                                                 

http://www.eiu.com/
http://www.businessmonitor.com/
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formance. These scores are then aggregated as a weighted sum to rank each candidate on a scale 

of 0 to 100. 

Figure 8: Criteria used for sector rankings 

 

Weighting the scores 

Figure 8 also shows the row of weights associated with each score to calculate the average scores 

for each of the pillars, and then to calculate the overall sector score as the weighted average of 

the pillar scores. The weights ultimately reflect the judgment of the competitiveness practitioner 

engaged in the sector appraisal task. The weights need to add up to 1 (or 100 percent). The 

weighting scheme used in the example here places the greatest weight, 70 percent, on projected 

future performance, the expected gains within each of the criterion categories. The current (re-

cent) performance and contribution to national development objectives are each given a total 

weight of 15 percent. For each set of criteria, the composite weights are then distributed among 

the individual measures according to the analyst‘s judgment. It is possible to calculate the pillar 

averages as a simple average. For illustrative purposes, the example here uses a slightly different 

distribution of within-pillar weights. 

 

Step 1.2: Triage

ASSIGN SCORES based on analysis of

Recent performance

Future performance

National development priorities

Reduce the list to 10 candidates

based on ranking
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Recent performance analysis is a critical element of rapid appraisal of sectors as part of the initial 

triage from 30+ down to about 10 sectors. The focus of the recent performance analysis is on 

evaluating the sector‘s recent performance trends in order to inform the future performance anal-

ysis that follows in section 4.2.  

As part of recent performance analysis the CI team will look at recent sector performance in 

terms of exports, productivity, employment and investment. Recent performance for each of 

these indicators will be scored and summarized in the CAM. Practitioners will use the following 

tools in assigning respective scores. Definitions for scores for each criterion are included at the 

end of each tool: 

 Export performance analysis (for both commodities and services) 

 Productivity appraisal (TFP and Labor Productivity)  

 Employment analysis 

 Investment analysis 
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Question

• What does the recent 
export performance tell us 
about potential for export 
growth? 

Data Input

• Trade data

Process

• RCA calcualtions
• Trade perfomrane 

analysis: Bethesda Matrix
• Duration: 2-3 days

Output

• Score for each sector on 
the current performance 
for exports

The first part of the triage sub-step is the analysis of the per-

formance of established exporters. This analysis uses global 

trade data from the United Nations‘ COMTRADE database, 

accessed through the ―Trade Map‖ portal maintained by the 

International Trade Centre. This analysis involves two parts. 

First, it examines exports by commodity group. The analysis of 

these data provides a better understanding of the underlying 

patterns of size, specialization, and upgrading opportunities. 

Thus, this part of the analysis looks at measures of specializa-

tion, in particular the revealed comparative advantage (RCA) 

metric.  

To link trade data to data on sectoral productivity or value 

added, employment and investments, the second task of the 

analysis maps trade performance into a sector structure. The 

outcome of this task is a ranking of the performance of estab-

lished exporters by sector. The analysis of recent performance 

includes two principal elements, the assessment of specializa-

tion patterns, as characterized by the Revealed Comparative 

Advantage (RCA) metric, and the detailed review of both the 

total value and the market dynamics of exports. 

Task 1: Calculate the Revealed Comparative Advantage (RCA) metrics for com-
modities 

The RCA represents a useful, albeit limited, measure to indicate the results of specialization. The 

basic definition of this metric is simple: for commodity X, it is the ratio between two shares. The 

numerator is the ratio of exports of X to total exports from the country. The denominator is the 

ratio of total world exports of X to all world exports. If the ratio between these two shares ex-

ceeds 1, that is, the country exports a greater share of X relative to total exports than the average 

country, it is said to have a revealed comparative advantage in X. 

As part of the empirical work for this guide, the DAI Team examined export patterns for three 

countries at different levels of development—Vietnam, El Salvador, and Zimbabwe. In the case 

of Vietnam, 64 4-digit HS commodity groups accounted for 80 percent of total exports, with 13 

of them registering an RCA below unit. In the case of El Salvador, 45 4-digit HS categories ac-

count for 80 percent of the total, with two categories showing an RCA < 1. For Zimbabwe, 80 

percent of total exports are accounted for by 20 4-digit HS categories, with only one category 

(―Cars‖) with an RCA < 1. 

Examining historical trade performance would normally only focus on categories where the ob-

served RCA is at least 1.00. However, in the dynamic context of identifying future prospects, 

product categories with an RCA below one may be of some interest; they may illustrate the re-

sults of a process of economic discovery. Further analysis, focusing on the dynamic aspects of 

trade performance, is therefore called for. The review of the RCA is obviously limited to com-

modity trade data defined in terms of the HS or SITC schemes. They provide a glimpse of prom-
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ising areas of specialization as a backdrop to examining the trade performance of sectors (as de-

fined by some variant of the ISIC). 

Task 2: Analyze trade performance dynamics 

Total volume of exports clearly is major criterion, but so is the performance in export markets. 

Have exports grown just because the market size has grown? Are the country‘s exporters ex-

panding their market shares in key markets? These questions call for a way of combining export 

value with market performance. The process for analyzing the recent dynamic performance on 

trade uses the Bethesda Matrix
17

, which groups exports according to two dimensions: (1) market 

growth, measured by the growth rate over some period of time relative to total imports to ac-

count for year-to-year fluctuations of total trade volumes, and (2) change in the market share for 

the country‘s exporters. These two dimensions create four quadrants of the Bethesda matrix: 

 The market is declining, and the country‘s exporters are losing market share (correspond-

ing to the ―dogs‖ In the Boston matrix); 

 Markets are stagnant or declining, but the country‘s exporters are gaining market share 

(corresponding to the ―cash cows‖ in the Boston matrix); 

 Markets are growing, and the country‘s exporters are gaining market share (correspond-

ing to the ―stars‖); and 

 Markets are growing, but the country‘s exporters are losing market share (the ―question 

marks‖ in the Boston matrix). 

For a diversified economy, like Vietnam‘s, total exports fall into a wide range of HS categories; 

for Vietnam, we are looking at 1,220 4-digit HS categories, only a few categories short of the 

entire world trade breakdown. While it is possible to deal with all of them, there are usually a 

number of ―nuisance‖ data that require separate treatment. For the example here, the analysis fo-

cused on those commodities that account for 80 percent of total exports. As we have seen, 64 4-

digit HS commodity groups account for 80 percent of total exports. 
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Box 8: Example - the Bethesda matrix for Vietnam (2006-2009)18 

Source: DAI team analysis; average exports above USD 1 billion (excluding crude oil). 

 

The total value of exports for each of the selected HS commodity groups was approximated by 
the average for the four years 2006-2009. The resulting Bethesda matrix for the top commodity 
groups, each with an annual average above USD 1 billion is shown below in Figure 9. The dis-
play excludes exports of crude petroleum, which are dominant in terms of the 4-digit HS break-
down, but which would be unlikely as a target for a competitiveness partnership initiative. The 
breakdown shown above suggests that Vietnam has been losing market share in a declining mar-
ket for rubber, while footwear (other) emerges as a “star.” Vietnam’s exporters have been gain-
ing market share in four categories that have basically grown at the same rate as total imports—
footwear (leather), other furniture, women’s suits, and fish fillets. For the other six HS commodi-
ty groups, Vietnam’s market share has effectively stagnated, while some of these imports have 

                                                 
18 The formula for the rate shown on the x-axis is: ri = exp(ln(( mijt
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Where i = product/commodity, j = country, t = time, m = imports for world or importing country. 
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been growing relative to total imports. (The increase in the relative importance of coal and rice 

may reflect lower income elasticities in the worldwide demand for these goods.) 

 
Tips for Practitioners: Caveats for Trade Data Analysis 
By focusing on established exporters, the analysis of trade data abandons some information. It is en-

tirely possible that among the sectors with a strong RCA, but low export values, or sectors with signif-

icant exports, but an RCA < 1 are some that deserve further attention. However, without prior know-

ledge from an industry expert or a careful observer of economic trends in the country, trying to use 

that information would resemble little more than a fishing operation. However, the statistical evidence 

can be used to confirm (or reject) hunches or recommendations from key informants. 

 

Task 3: Analyze trade by sector and assign scores 

As discussed in the context of identifying sectors for analysis, the trade statistics, organized ac-

cording to the HS classification scheme, are then mapped into 4-digit ISIC sectors, using concor-

dance or correspondence tables available from the UN Statistical Division, Eurostat or STAT-

USA.
19

 The overall process can be characterized as shown below. 

Figure 9: The triage process for established exporters 

 

Total exports by 4-digit ISIC sector are then allocated among the four quadrants of the Bethesda 

matrix, using a simple Excel pivot table. Each quadrant was given a weight reflecting its impor-

tance in determining the dynamic aspects of market performance. Losing market share in a stag-

nant or declining market was given a weight of 10 percent; gaining market share in a stagnant or 

declining market, 25 percent; gaining market share in a growing market 50 percent; and 15 per-

cent for losing market share in a growing market. Again, these weights are of course arbitrary, 

and subject to careful evaluation by the competitiveness practitioner and analyst. 
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where Xi are the total exports for the given sector in quadrant i, and wi the corresponding weights. 

The resulting weighted sum of average annual exports combines therefore both a measure of the 

dynamic performance and the total value of exports. These sums serve as the basis for assigning 

scores on the 1-7 Likert scale. To control for the possibility that one outlier, such as cocoa in 

Ghana or Côte d‘Ivoire, will skew the rankings, the scoring conversion uses the logarithm of av-

erage annual weighted exports.  

Tips for Practitioners: Trade Performance Analysis for Commodities 

Any analysis of trade performance for commodities is subject to a number of caveats: 

(1) The focus on average annual growth rates can be misleading, especially if the period covered 

includes shocks to the international trade system (like 2009), which may disrupt trends, depending on 

the income elasticities of imports. Similarly, very small initial values may yield huge growth rates 

that may mean little in practice. In countries where a single investment project can cause fundamen-

tal shifts in export patterns, the results are subject to careful interpretation and adjustment. 

(2) Export statistics show total sales, not value added. Exports therefore include re-exports, with varying degrees 

of domestic value added. In some instances, the link may be direct. For example, in the case of Armenia, 

aluminum (foil) represents a leading export, the output of one single factory, owned and operated by a Rus-

sian investor, and dependent on imported aluminum ingots. In most instances, though, tracking the import 

component of observed exports poses greater challenges. 

(3) In many instances, leading exports may actually rank low as a target for competitiveness partnerships. For 

example, iron & steel is a leading export commodity for Ukraine, but the issues in that sector are dominated 

by international agreements, not necessarily by internal competitiveness issues (although like all heavy manu-

facturing, efficiency gains are always needed and possible); similarly, in the services sector, tourism is clearly 

a major foreign exchange earner for Egypt, but the industry is mature, and World Bank support may simply 

reinforce existing mechanisms. 

 

Task 4: Analyze the dynamic performance of services exporters  

Analysis of export performance needs to include performance of services sectors, primarily as 

tourism, ICT, or financial services. In the case of Vietnam, the two sectors that were identified 

for further analysis as leading exporters were tourism and ICT services. The analysis and scores 

assigned reflect a qualitative judgment informed by a number of publications and analyses, such 

as special reports by firms like Business Monitor International on tourism in Vietnam. In Febru-

ary 2011, the Government of Vietnam designated tourism as an ―economic spearhead,‖ that is, a 

key strategic sector. It expects that this sector will contribute 4.5 percent of GDP in 2011. As the 

review of some statistics in the context of putting tourism on the list of exporters suggested, it is 

highly competitive with other sectors in terms of foreign exchange earnings. Large segments of 

the tourism industry are labor-intensive, such that a higher value added goes hand in hand with 

higher employment. Together with information on recent growth discussed earlier in chapter 3 

this type of information informs the assignment of scores for this sector. 

For ICT services, a similar approach prevailed. Part of the problem here is the varying definition 

of ICT services. Generally, there are significant statistical problems with tracing products, sales, 

employment, and investment by appropriate ISIC sectors,
20

 The scoring therefore relies on the 

judgment of the analyst, guided by specific studies and possibly interviews with industry experts. 
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For the recent performance, the qualitative statements about the status of these sectors should 

reflect some consensus, but precision is neither warranted nor expected. Depending on the 

weight assigned to the recent performance set of metrics, small errors are not going to have a ma-

jor impact on the overall ranking. For commodity exports, the estimation procedure is ultimately 

designed to guide the projections of  

Task 5: Assign scores to export performance of sectors  

For the scoring of exports relies on the procedure outlined for established exporters. According 

to this procedure, each of the leading export sectors, defined in terms of 4 digit ISIC-code indus-

tries, is characterized by a weighted sum of all exports, with weights reflecting the quadrant of 

the Bethesda matrix for the relevant commodity groups. The highest weighted export figure (ac-

tually the logarithm of that number to control for outliers) id assigned a value of 7, the lowest 

value is assigned a 1, and the intermediate values are scored accordingly. Exports from the two 

services sectors are based on assumptions about their current volume, and of their likely position 

in the ―star‖ quadrant of the Bethesda matrix. 

  

Desk Research Sources 
 

 UN Comtrade Database: http://comtrade.un.org 

 International Trade Centre‘s Trade Map: www.trademap.org 

 Economist Intelligence Unit: www.eiu.com 

 Business Monitor International: www.businessmonitor.com 
 

http://comtrade.un.org/
http://www.trademap.org/
http://www.eiu.com/
http://www.businessmonitor.com/
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Question

• How efficient is the 
industry compared to 
other industries in 
country when measured 
by the ratio of value 
added per unit of input? 

Data Input

• Data in labor and capital 
inputs and output

Process

• TFP and Labor 
productiviy calculations 
and sector comparisons

• 2 days

Output

• Productivty scores for 
current performance 
appraisal of each sector

Productivity, whether total factor productivity (TFP) or, more 

commonly, labor productivity represents an important comple-

ment to the analysis of export performance. Productivity, the 

ratio of domestic value added to some measure of factor inputs 

can correct for factors that may generate exaggerated trade vo-

lumes as a good portion of exports in fact is a re-exports of im-

ported inputs. However, it is not easy to trace the causes of a 

relatively low level of value added in export sectors. It may in-

volve re-exports of imported inputs, but it may also reflect in-

puts purchased in the domestic economy. 

Task 1: Conduct Total Factor Productivity Assess-
ment 

The preferred measure of productivity is TFP, relating value 

added generated by the economic operation to the two principal 

factor inputs, labor and capital. However, estimating TFP is a 

notoriously difficult task. If the necessary data are not available, 

labor productivity is an acceptable alternative. 

TFP calculations will be conducted using the basic formula be-

low where A is the Solow residual:  

 

Y = AKaL1–a
 

The key challenge in productivity diagnostic using TFP calculations is data availability. Data 

disaggregated at the 4-digit level might be difficult to obtain. Researchers should attempt to ob-

tain the data from the following data sources: 

 The World Bank Enterprise Survey Unit conducts TFP calculations internally using data 

on capital inputs, employment and output. However, these data are aggregated at the 

broad sector level. Depending on the country, sample size of survey respondents in each 

industry and the size of a particular industry in this country, it might be possible to disag-

gregate the data at the industry level and allow for more meaningful comparisons. Com-

petitiveness practitioners should first consult with the Unit to check what data are availa-

ble for the country. 

 UNIDO INDSTAT4 – 2011 database (http://www.unido.org/index.php?id=1000309) to 

which World Bank Staff have access, which covers 112 countries for the period 1960-

2000 providing data on TFP patterns which can emerge as a significant source for ben-

chmarking productivity observations. The reality, however, is less attractive. Lags in re-

porting, aggregation at the 2-digit ISIC level, and missing data sets undermine the appli-

cability of these data in many situations. 

 In addition, researchers should contact national statistics agencies in country to check 

whether firm-level surveys have been conducted and whether data are available that can 

be used for TFP calculations. In the case shown below World Bank researchers in Mol-

dova were able to obtain TFP estimations based on data from the Annual Financial 

http://www.unido.org/index.php?id=1000309
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Statements Survey of Moldovan firms carried out by the Moldova‘s National Bureau of 

Statistics. 

 

Task 2: Conduct Labor Productivity Analysis 

Data for labor productivity analysis are slightly easier to obtain, therefore labor productivity is 

recommended as an alternative option to TFP calculations. Labor Productivity calculations rely 

on either value added per worker or output per worker data, using the formulas below:  

Option 1 (preferred: industry total value added in USD/number of industry em-

ployees=value added per worker (in USD) 

Option 2: industry total production (output) in USD/number of industry em-

ployees=output per worker (in USD) 

For some industries, customized productivity indicators might be used, such as revenues generat-

ed per international visitor in tourism for example: 

Number of international tourists/tourist expenditures=revenue generated per tourist). 

The following data sources should be used: 

 The World Bank Enterprise Survey Unit has data available on labor productivity subject 

to the same limitations as the TFP calculations. 

 International comparison data are available from UNIDO‘s INDSTAT4 – 2011 database: 

http://www.unido.org/index.php?id=1000309, directly accessible for World Bank staff. 

This database provides information at the 3- and 4–digit level and includes data for value 

added per industry as well as employment, but there is a significant lag in reporting (the 

2011 edition has the most recent data for some countries for 2008), and not all data are 

available for all countries. 

 Alternatively, industry total employment and output data can usually be obtained from 

the national statistical agencies and directly from Ministries or industry associations in 

country. Information on value added per industry (available from UNIDO) might be dif-

Box 9: Example - Total Factor Productivity Diagnostics in Moldova 

 
Source: World Bank. (April 2011). Moldova After the Global Crisis: Promoting Competitiveness and Shared Growth  
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http://www.unido.org/index.php?id=1000309


–

ficult to obtain from these sources, in which case, data on production (output) by industry 

should be used.  

 The World Industry Service maintained by HIS Global Insight 

(http://www.ihs.com/products/global-insight/country-analysis/world-industry.aspx) pro-

vides data on value added, as well as gross output and other measures for a range of 

countries for 2- and 3-digit ISIC categories. However, the database does not include em-

ployment, which makes it difficult to estimate productivity patterns within the same data 

context.  

 For tourism: UN World Tourism Organization has data on tourist arrivals and tourist re-

ceipts (http://unwto.org). Alternatively, Ministry of Tourism or Tourism associations in 

country would have that data. 

Much of the time, available data on productivity patterns furnished by national statistical organi-

zations are at a level that is too aggregate for the analysis of 4-digit sectors at the triage sub-step 

of the rapid sector appraisal. For example, the General Statistics Office (GSO) of Vietnam pro-

vides data on productivity patterns over time at the 2-digit ISIC level. The patterns for agricul-

ture, fishing and manufacture are shown below. Labor productivity in manufacturing is higher 

than the average and has been growing at a slightly faster rate. This background information can 

inform both the assessment of recent patterns within manufacturing, and also the projection of 

future performance patterns. 

Box 10: Example - Selected Labor Productivity Trends in Vietnam 

 

Source: General Statistics Office, Vietnam. DAI analysis for the reference guide. 

Therefore the main issue in addressing this important dimension is related to data availability. In 

addition to any indications from industry experts, there are two minimum sources of data for any 

efforts to assess the domestic value content of exports that the competitiveness practitioner 

should use: At a minimum, one can use data on value added by industry from national income 

accounts. Such data are generally available at least at the level of 2-digit ISIC codes. Combining 
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such data with information on sectoral employment provides the basis for assessing sectoral em-

ployment. If information from different databases can be combined, the analysis can yield impor-

tant insights. This combination of data from national statistics, import statistics and industry ex-

pert opinion, the assignment of scores to the relevant column in the CAM therefore are likely to 

reflect judgment, rather than derive from a purely quantitative analysis. These measures ultimate-

ly form the basis for a more direct benchmarking in the assessment sub-step. 

Score Definition 
7 Productivity has been growing at twice the average rate. (If labor productivity is used, some 

allowance for high capital-labor ratios may be required.) 

6 Productivity is roughly 50-90 percent above the average. 

5 Productivity is above the overall average, but less than 50 percent higher. 

4 Productivity follows the average pattern for the economy. 

3 Productivity is less than the overall average, but by less than 50 percent below. 

2 Productivity for the sector is significantly less than the national average, by about 50-75 percent 

1 Productivity is more than 75 percent below national average. 

 

 

 

 

 

 

 

 

 

  

Desk Research Sources 
 

 World Bank Enterprise Survey Unit 

 UNIDO‘s INDSTAT4 – 2011 database: 

http://www.unido.org/index.php?id=1000309 

 The World Industry Service maintained by HIS Global Insight: 

http://www.ihs.com/products/global-insight/country-analysis/world-

industry.aspx 

 National Statistics Agencies 

http://www.unido.org/index.php?id=1000309
http://www.ihs.com/products/global-insight/country-analysis/world-industry.aspx
http://www.ihs.com/products/global-insight/country-analysis/world-industry.aspx
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Question

• What has been the 
sector’s absolute and 
relative importance in 
terms of employment in 
the country in the last five 
years?

Data Input

• Sectors employment data
• Total employment data

Process

• Employment trends 
analysis for the past 5 
years

• Duration: 2 days

Output

• Scores for each sector on 
the employment criterion

An important element of recent performance analysis is the sec-

tor‘s share of country‘s total employment. The competitiveness 

practitioners will assess the sector‘s relevance in terms of em-

ployment generation and will review the sector‘s recent per-

formance in terms of employment generation to understand 

forward-looking employment trends that will inform the growth 

potential assessment. 

The assessment of current employment patterns is designed to 

provide the basis for the assessment of possible gains in the fu-

ture. The emphasis again is on the dynamic performance of em-

ployment in the respective sector over the five years or so. The 

size of employment is of some interest, but it is the change that 

is of interest to the competitiveness practitioner. The following 

example for Vietnam shows the gradual decline of agriculture‘s 

share in the total employment and gradual increase in manufac-

turing sector‘s employment since 2005. 

 

Box 11: Example - Relative Employment Trends in Vietnam 

 
Source: General Statistics Office, Vietnam. DAI analysis for the reference guide. 
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Agriculture accounts for almost half of total employment, although it has been losing ground be-

tween 2005 and 2009. The low percentage of employment in mining actually corresponds to a 

very high labor productivity as a result of a much higher capital-labor ratio in that sector. Em-

ployment in manufacturing has been growing at a higher rate than the average, but not enough to 

compensate for the decline in agricultural employment. Other (services) sectors, which are not 

shown here, have captured the rest of the relative decline in agricultural employment. 

Score Definition 
7 Employment in the past few years has been growing at a rate double the national rate or above 

6 Employment has been growing at a high rate, but less than double the national rate 

5 Employment is growing at a rate slightly better than the national rate 

4 Employment in the sector has been growing at the same rate as overall employment 

3 Employment is growing, but at a rate significantly the national rate 

2 Employment is stagnant 

1 Employment is declining 

  

Desk Research Sources 
 

 Sector-specific data on employment can be obtained from the following 

sources:  

 National bureaus of statistics 

 Ministry of Labor 

 Country‘s universities, think-tanks, economic institutes etc. 

 UNIDO INDSTAT database 

 World Bank / IMF studies and databases 

 International Labor Organization (ILO): http://www.ilo.org/global/statistics-

and-databases/classifications/lang--en/index.htm 

 OECD:  

http://www.oecd.org/document/0,3746,en_2649_201185_46462759_1_1_1

_1,00.html 

http://www.ilo.org/global/statistics-and-databases/classifications/lang--en/index.htm
http://www.ilo.org/global/statistics-and-databases/classifications/lang--en/index.htm
http://www.oecd.org/document/0,3746,en_2649_201185_46462759_1_1_1_1,00.html
http://www.oecd.org/document/0,3746,en_2649_201185_46462759_1_1_1_1,00.html
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Question

• Which sectors have been 
attracting significant 
amounts of investment, 
especially FDI, in recent 
years and why? 

Data Input

• Investment data by sector
• industry expert 

assessments

Process

• Analysis of investment 
patterns by sector and 
investment trends 
analysis

• Interviews with experts
• Duraton: 1 week

Output

• Scores for each sector on 
investment criteria

Investment analysis will focus on assessment of FDI invest-

ment trends in different sectors. Investment trends analysis is 

an important element of sector recent performance assessment 

and will inform forward-looking analysis of potential sector 

performance. Both the level of investment in a sector and its 

pace relative to total investment are of interest. In addition, the 

composition of gross fixed capital formation in a given sector 

matters—what role is foreign direct investment (FDI) playing 

in this process. Generally, FDI usually flows to businesses and 

sectors with highest long-term growth and competitiveness po-

tential. 

This analysis has both quantitative and qualitative inputs and 

practitioners will need to follow the process outlined below:  

Task 1: Analyze recent investment patterns  

The first task is to assess the overall direction and intensity of 

investment, and its impact on the sector of concern. Data on 

investment patterns by 4-digit ISIC industries are difficult to 

obtain, except perhaps through the UNIDO INDSTAT4 data-

base. The example below, using data at an aggregate level for 

Vietnam, illustrates the kind of investment patterns analysis 

that may provide insights into recent performance and projected future performance of various 

industry sectors. 
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Box 12: Example - Investment Patterns for Major Sectors in Vietnam 

 
Source: General Statistics Office, Vietnam. DAI analysis for the reference guide. 

 

These data suggest that the share of investment going to different sectors has remained remarka-

bly stable over the latter part of the 2000s. The only sector showing some movement relative to 

the total is manufacturing which dropped in 2008, and apparently recovered in 2009. If this pat-

tern holds roughly at a more disaggregate level, patterns of current and future performance can 

be assessed with greater confidence. 

Another element is the investment per employed person. The box below shows the patterns for 

three major sectors in Vietnam. The interesting part is that the investment per employed person 

has been growing steadily at a moderate rate for agriculture and fishing, while it has been grow-

ing for manufacturing (with the exception of the dip in 2008). To the extent that these patterns 

hold at a more disaggregate level, again make it easier to estimate current and future perfor-

mance for the sectors under consideration. 
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Box 13: Example - Investment per Employed Person, Vietnam 2005-2009 

 
Source: General Statistics Office, Vietnam. DAI analysis for the reference guide. 

 

Task 2: Examine trends in FDI 

The role of FDI in the economy combines several factors. On the one hand, FDI may well target 

up-and-coming sectors. In these cases, FDI can become a source of technological spillovers, pro-

vided there is little protection for ―first movers.‖ On the other hand, especially in countries with-

out an adequate upgrading strategy, FDI may be targeting dead-end sectors to take advantage of 

low labor costs and related comparative advantages that are likely to change as the country‘s 

hard and soft infrastructure begins to evolve. In the former case, investment, reinforced by tar-

geted FDI can provide a major boost to accelerated growth of sectors. However, in most in-

stances, FDI is not broken down by sector, although some statistics offices break out foreign-

owned companies. While the information may not affect the scoring in this round, it provides 

important inputs into forecasts of future performance. 
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Score Definition: Investment 
7 Investment per worker in the sector has been growing at a double the national average or 

above (and FDI has played a major role) 

6 Investment per worker has been growing faster than the national average, but below twice the 
national average 

5 The sector is doing slightly better than the national average in terms of investment per worker 

4 Investment per worker has been growing in the sector at the same rate as at the national level 

3 Investment per worker is growing at less than the national rate 

2 Investment per worker has been stagnant 

1 Investment per worker has been declining 

 

 

 

 
 

Interview Checklist 
 

 Are the trends captured in FDI-TI correct? 

 What are the latest FDI trends that might not have been captured by data? 

 Why may investments have shifted from sectors A to B in the last couple of 

years and what implications would this have to other sectors? 

 What are key experts saying about the next 5 years or so in terms of FDI? 

 Are there any legal/regulatory/political/institutional risks or issues one should 

be aware of? 
 

Desk Research Sources 
 

 http://www.fdi.net/index.cfm 

 http://www.fdimarkets.com 

 http://www.unctad.org/Templates/Page.asp?intItemID=1465 

 http://hcl.harvard.edu/research/guides/fdi/ 

 http://www.eiu.com/public/ (country reports) 

 http://www.mckinsey.com/mgi/ 

 http://www.iif.com/emr/global/capflows/ 

 World Bank / IMF studies and databases 

 Country‘s Central Bank website (since FDI must be registered with Central 

Banks data classified by sectors should be available)  

 Country‘s universities, think-tanks, and economic institutes. 

 

http://www.fdi.net/index.cfm
http://www.unctad.org/Templates/Page.asp?intItemID=1465
http://hcl.harvard.edu/research/guides/fdi/
http://www.eiu.com/public/
http://www.mckinsey.com/mgi/
http://www.iif.com/emr/global/capflows/
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Recent performance analysis: Results for Vietnam 
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Weights 15% 4% 5% 3% 3%

Established exporters

3230 Manufacture of television and radio receivers, sound or video recording apparatus 5.2 4 5 5 7

3610 Manufacture of furniture 6.3 6 6 6 7

1920 Manufacture of footwear 6.6 7 7 6 6

Tourism 5.1 5 4 5 7

1512 Processing and preserving of fish and fish products 5.6 6 6 4 6

ICT 3.3 4 3 1 5

3110 Manufacture of electric motors, generators and transformers 4.5 4 5 4 5

1912 Manufacture of luggage, handbags and the like, saddlery and harness 5.2 5 6 4 6

3430 Manufacture of parts and accessories for motor vehicles and their engines 3.8 3 4 3 5

3000 Manufacture of office, accounting and computing machinery 4.9 4 5 6 5

0113 Growing of fruit, nuts, beverage and spice crops 4.6 6 4 3 6

3220 Manufacture of television and radio transmitters and apparatus for line telephony 5.5 4 6 5 7

3691 Manufacture of motorcycles 4.3 5 4 4 5

0500 Fishing, aquaculture and service activities related to fishing 4.5 4 5 4 5

1730 Manufacture of knitted and crocheted fabrics and articles 5.9 6 6 5 7

2929 Manufacture of special purpose machinery 4.6 5 5 3 5

1810 Manufacture of wearing apparel, except fur aparel 5.9 7 5 5 7

2520 Manufacture of plastics products 3.9 4 4 3 4

3210 Manufacture of electronic valves and tubes and other electronic components 5.3 3 6 5 7

1711 Preparation and spinning of textile fibers; weaving of textiles 4.5 3 5 5 5

0140 Agricultural and animal husbandry service activities 4.4 6 4 3 4

2320 Manufacture of refined petroleum products 3.5 3 5 1 4

3130 Manufacture of insulated wire and cable 3.7 4 4 2 4

1531 Manufacture of grain mill products 3.6 5 4 3 2

0111 Growing of cereals and other crops n.e.c. 2.8 3 2 4 2

1010 Mining and agglomeration of hard coal 3.6 6 4 2 2

3511 Building and repairing of ships 2.8 3 3 2 3

1532 Manufacture of starches and starch products 2.5 2 3 3 2

1410 Quarrying of stone, sand and clay 2.6 3 3 2 2

2710 Manufacture of basic iron and steel 3.2 3 4 2 4

0200 Forestry, logging and related service activities 2.7 4 3 3 1

2010 Sawmilling and planing of wood 2.6 4 2 4 1

2029 Manufacture of other products of wood; manufacture of articles of cork and straw 2.1 1 3 3 1

Fledgling exporters

3699 Manufacture of pens and pencils; costume jewellery 1.0 1 1 1 1

Green technology products (consumer items) 1.0 1 1 1 1

Domestic industries

6301 Cargo handling for land transport 2.5 1 3 4 2

3720 Recycling of used plastic materials 1.7 1 2 2 2

Move through the 

matrix towards 

final ranks. 
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The challenge 

While it is relatively simple to carry out an analysis of historical data, the task of forecasting pro-

jected performance by sectors poses a much different challenge. The objective of future perfor-

mance as a sector selection filter is to assess sector‘s potential performance in terms of growth 

within the next few years. The adage that ―He who lives by the crystal ball, soon learns to eat 

ground glass‖ applies here as well. The instructions for the analysis of recent performance have 

been rather detailed to illustrate the dimensions and types of information the analyst should mo-

bilize to explore the dimensions of sectoral performance. For each of the individual criteria for 

recent performance, the scores include both the magnitude (total value of exports, total employ-

ment, etc.) and measures of trends. Projecting future performance certainly is not just an extrapo-

lation of past trends. But at the same time, recent performance and its dynamic implications cer-

tainly offer some guidance. 

To determine the overall growth potential of each sector, practitioners will need to assess several 

criteria individually. The overall future performance score will represent an average of scores 

assigned to each of the selection criteria in the future performance pillar. These criteria comprise:  

 Exports 

 Productivity 

 Employment 

 Investment 

The objective is to assess the reasonable probability that the sector in question can achieve sig-

nificant growth within the next few years in each of the criteria. Ultimately, the forecasts will 

reflect the judgment of the analyst, drawing on both the quantitative evidence of recent perfor-

mance and reasonable projections of the forces that shape sectoral performance metrics. The 

judgment should therefore combine insights gained through quantitative analysis and qualitative 

information regarding the likelihood that the underlying factors will develop in a particular di-

rection. 

The forecasting exercise is ultimately driven by forecasts of total exports on the one hand, and 

expectations regarding the development of the domestic value added component of these exports. 

Thus, the process can be illustrated schematically as shown in Figure 10. The blue boxes refer to 

parametric forecasts, while the red boxes constitute estimates that flow from these forecasts. The 

schematic is of course oversimplified and not free of some circular reasoning, but it does lay out 

an approach that starts with the strategic trade matrix, the Bethesda matrix, to project relative 

export market growth, either in the aggregate or broken down by major markets. These projec-

tions are then complemented by projections of changes in market share, based on past trends and 

additional information. 

The combination of these two projections yields employment. Projections of any changes in ex-

port value per worker (different from labor productivity) in combination with the derived projec-

tions of exports yield employment estimates. If there are data on labor productivity at the level 

of the 4-digit ISIC sector, employment and projected changes in productivity produces forecasts 

of value added, and projected changes in investment per worker in turn yields total investment in 

the sector. 



–

Again, this is not a strict procedure. Forecasting performance is an art, not a science. But the 

schematic structure should guide the analyst. At this stage, analysts obviously need to consult 

with industry and economy experts in each of the sectors (either within the World Bank or ex-

ternal experts) to confirm their judgments and assumptions. As shown in the box below, insights 

of such experts can be extremely valuable for understanding the industry dynamics in country. 

Figure 10: A schematic sequence for forecasting future performance by sectors 

 

The strength of each criterion (indicating higher growth potential) will be assessed on the scale 

from 1-7, with each score defined below for each of the selection criteria. In instances where in-

dustry experts will be interviewed, they will be asked to rank the sectors future performance on 

each of the four criteria using the scoring scale for 1-7 and the definitions discussed below. 

Output of the analysis will be the completed section of the Competitiveness Appraisal Matrix 

where future performance in scored for each of the sectors in the matrix. 
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Box 14: Example - Perspectives of in-country experts: interviews with two senior 
advisers to the Vietnamese government and their assessments of industry growth 
potential  

 

Light consumer electronics are strong and likely will continue to be strong, and form the early stage 
of industrial development that can expand into other more value-added manufacturing.  
 
Manufacturing of auto parts and accessories: currently includes primarily assembly of autos and 
little manufacturing, however this may change.   
 
Light manufacturing: Currently, manufacturing, e.g. footwear, is primarily assembly based with li-
mited value added. There are niche higher value products, e.g. one of the largest custom and made-
to-order furniture manufacturers in the world is in Vietnam, but generally there is limited value added. 
However, the potential is certainly there with the right cluster initiative and changes in regulations. 
 
Coffee and tea have huge potential, but need major investment and technical assistance to shift 
gears into higher value added. The industry is currently dominated by a State Owned Enterprise.  
 
ICT has higher potential than software, which is hindered by the lack of IPR enforcement. 
 
Inputs for the garment and footwear sectors (buttons, threads, zippers, etc.) are likely to become 
a growing niche product area for Vietnam. Currently, it is cheaper to import these items from China, 
but that will likely change as labor costs and political tensions in China rise.  
 
Domestic industries: infrastructure is a significant bottleneck for domestic industries and is getting 
worse. Foreign firms, such as Maersk and APL, are restricted from providing inland services, which 
are reserved for local companies. Such restrictive practices prevent new industries from emerging 
and contributing services and greater efficiency to support export growth. Regulatory reform will be 
key to get early wins in cargo services, and new infrastructure and PPPs will be key to get the neces-
sary productivity increases in transport and ports to sustain rapid growth. 
 
Tourism is increasing in domestic market as Vietnamese middle class has a lot more cash and are 
traveling internally and externally, generating more opportunities for resorts, services, jobs, etc. 
 
Food processing has potential. For example, Bac Giang province produces world class lychees, but 
they are only available for 3-4 weeks per year, and there are no processing facilities to can or freeze 
the fruit.    
 
Recycling plastic waste: there is a lot of recycling taking place, but it is very small scale and labor 
intensive.   
 
Environmental technologies and services (wastewater treatment, solid waste management, ener-
gy audits, etc) will take on increasing importance. It is barely addressed currently, but as personal in-
comes rise, people's attitudes are likely to change.  

  

Source: DAI team research 
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Exports 

Practitioners need to explore export growth potential of a sector either based on historical trade 

performance for current exporters or based on global market trends and competitor performance 

analysis for nascent and domestic industries. This analysis has been conducted previously in the 

research by using such tools as Bethesda matrix, benchmarking against comparator countries, 

and value chain positioning analysis. All of these analyses offer insights on sector‘s future per-

formance. Forecast of future performance should be based on the analyst‘s judgment using the 

following set of questions as a guide: 

 For established exporting sectors, have exports been growing in recent years and has the 

captured market share in export markets been growing? Has the total global import mar-

ket for this sector been growing and at what rate? 

  

 Are there global trends that indicate potential growth of this industry globally? Or alter-

natively, are there trends that might limit the sector‘s growth globally (for example, 

changing consumer preferences or stricter environmental regulations)? If so, can the sec-

tor adjust to these changes in market requirements relatively easily? 

 

 Are there regional trends that indicate a growing market in the region that can be ac-

cessed because of proximity to markets? 

  

 If the sector is not currently exporting, is it linked to another sector (through similar tech-

nologies, skill needs, inputs, etc.) that is currently a strong export performer and can it le-

verage the same market linkages and capabilities?  

 

 If the sector is currently a strong export performer, are there any factors that could en-

danger its strong export performance, such as for example, overreliance on natural re-

sources, strong industry concentration with a small number of firms dominating exports, 

etc?  

 

 If the industry is nascent, are there examples of countries with similar export structure 

that have been successful at developing new industries and entering new export markets? 

If so, is the target country well positioned to replicate such success?  

 

 If the industry is a domestic industry, is it competing with imports and is there potential 

for import substitution?  

 

 If the industry is nascent, are there emerging trends domestically, regionally and globally 

that would indicate potential growth of the industry? In particular, early-stage investment 

trends? 

 

 Are there any upcoming regulatory changes in trade regulations that will lead to deregu-

lation or open up strong opportunities for industry to enter new, previously limited, mar-

kets? 

 

 

 



–

Score Definition 
7 Potential to grow at a rate double the projected market growth rate.  

6 Potential to growth at a rate significantly above the projected market growth rate. 

5 Potential to growth at a rate slightly above the projected market growth rate. 

4 Potential to grow at the same rate as the projected market growth rate.  

3 Potential to grow, but at a rate lower than the projected market growth rate 

2 Low potential for growth at a rate significantly lower than the projected market growth rate. 

1 Limited to no growth potential. 
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Productivity 

The analysis of productivity and value added essentially address the same issue (at least as long 

as labor productivity is defined as value added per worker). The basic dilemma is to ascertain the 

value added portion of total exports. In some industries, national income statistics provide a rea-

sonable guide, in particular of course for industries that have negligible domestic sales, some-

times even down to the 4-digit ISIC level.
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Forecasts of productivity are based to a large extent on historical data and the productivity per-

formance analysis (TFP and labor productivity) conducted as part of the recent performance 

analysis. The potential for increased value added, the projected productivity growth parameter 

will be evaluated based on both historical patterns and the benchmarking of the sector‘s produc-

tivity performance compared to other sectors and possibility for closing the productivity gaps in 

the near term. Level of sector integration with the domestic economy will also be considered to 

evaluate the potential for increasing domestic value added. CI researchers should review pre-

vious analysis using the following questions as a guide: 

 On what basis is the sector currently competing? Are there opportunities for differentia-

tion? 

 

 How strong are the sector‘s domestic linkages, in terms of domestic value added, back-

ward linkages, domestic procurement, etc?  

 

 How well does the sector perform currently in terms of productivity compared to other 

industries (in terms of either TFP or labor productivity)? Without understanding the bind-

ing constraints that affect low productivity (which will be the focus of Step 2 analysis) 

the analysis becomes rather subjective. However, as a general guideline, if the productivi-

ty is poor, a lower score should be assigned, as opportunities for closing the gap within 

the near term might be limited. On the other hand an already very high productivity per-

formance might indicate potential for only moderate change and should also receive a 

lower score. A moderate level of productivity combined with opportunities to increased 

value added should receive a higher score. 

 

 If productivity performance is poor, does the sector possess a significant number of criti-

cal success factors required for industry success, as indicated by industry experts? 

 

 Is there evidence from analysis of global market trends and interviews with industry ex-

perts that the sector has potential for upgrading its products into higher value added prod-

ucts either through production efficiency improvements or quality improvements? Are 

there strong market incentives for increasing value added, as evidenced by growing mar-

ket demand, investment trends, etc.? 

 

 Is there strong potential for investment in the sector that might help close the existing 

productivity gaps, as shown by investment trends analysis?  
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 What are the characteristics of global value chain governance in this industry and are 

there opportunities for increased domestic value added?  

 

 For emerging sector, what do case studies from competitor countries tell us about poten-

tial to achieve high value added? 

 

 How capital intensive is the sector? How technology intensive? How do these factors af-

fect industry‘s potential for upgrading and increasing value added?  

 
Score Definition 

7 Productivity in the industry has the potential of growing at twice the average rate. 

6 Industry has strong competitive advantages and potential for growth. Productivity improve-
ments are possible and will result in significant increase in current market share. Large share of 
domestic value added.  

5 Projected productivity growth is about one-third higher than the national average. 

4 Labor productivity in the sector is projected to grow at the same rate as aggregate productivity 
in the recent past. 

3 Labor productivity is projected to grow at less than the national average. 

2 Labor productivity is projected to remain stable. 

1 Labor productivity may decline. 
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Employment 

This criterion looks at sector‘s potential to generate new employment, primarily within the sector. 

However, in scoring future performance, the analyst may also consider indirect impacts through 

linkages to other industries (procurement of inputs and products, need for specialized services, 

etc.). The scores assigned will be based in part on employment volumes and past trends, but will 

be closely linked to forecasts of exports. Translating export forecasts into employment forecasts 

requires assumptions about the ratio between total export value and employment in the industry. 

In forecasting changes in this ratio, the analyst may look at past trends.  

Where employment numbers are not available for the targeted 4-digit ISIC industries, the analyst 

may use proxies, such as trends in in the output-labor ratio in the corresponding 2-digit industries. 

Obviously, the use of such proxies dilutes the value of forecasting the parameters used in the 

conversion of exports into employment. 

In addition to the straightforward conversion, the analyst also needs to consider other elements 

that may affect projected employment figures. Answers to the following questions may trigger 

modifications of projected employment impacts: 

 Are there structural impediments to meeting the labor requirements for the sector (such as 

disruptions of past sources of labor supply, say, from agriculture to industry)? 

 Is there any indication that rising skills requirements will create bottlenecks in the supply 

of labor to the sector? 

 

 How well is the sector integrated with other part of domestic economy? Will this sector‘s 

growth generate new employment outside of the industry itself? (The answer to this ques-

tion will in part depend on forecasts of the changes in the value-added content of exports 

by sector. As domestic value added grows, the expansion of the export sector is likely to 

have knock-on effects on broader segments of the national economy.) 

 

 
Score Definition 

7 Projected employment growth in the sector is about double (or more) of the national average. 

6 Employment in the sector is projected to grow at roughly two-thirds above the national average. 

5 Projected employment in the sector will grow about one third above the national average. 

4 Projected employment in the sector is expected to grow at about the same as the national av-
erage (where national average is a function of growth of the labor and projected unemploy-
ment). 

3 Employment in the sector is projected to grow at less than the national average. 

2 Projected employment remains stable. 

1 Employment is projected to decline. 
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Investment 

To evaluate sector‘s potential to mobilize investment and also to attract FDI. Interviews with in-

vestors will be the critical source of information to answer the following questions: 

 Is there evidence of growing domestic investment in this sector, such as early-stage in-

vestments? 

 Has investment in this sector been growing based on historical data? Has it been growing 

at a high rate? 

 Are there opportunities for upgrading and increasing value added that are likely to attract 

domestic and foreign investors?  

 What are the latest FDI trends globally and are they likely to create growth opportunities 

in this sector? 

 Is there indication of international investors‘ growing interest in this sector globally and 

in the target country in particular? 

 Is there growing FDI in this sector in the neighboring countries with similar endow-

ments? 

 Current openness of the sector. Are there barriers to FDI? Is there an indication of regula-

tory changes that are likely to affect the industry level of openness in the future? 

 How would you rate the sector's potential and capacity to attract FDI in the near future on 

the scale of 1-7? 

 

Score Definition 
7 Investment per worker in the sector, including FDI, is likely to grow at least twice as fast as the 

national average. 

6 Investment per worker in the sector, including FDI, is likely to grow at a rate about two-thirds 
above the national average. 

5 Investment per worker in the sector, including FDI, is likely to grow at a rate above the national 
average. 

4 Investment per worker in the sector, including FDI, is likely to grow at the national average. 

3 Investment per worker in the sector, including FDI, is likely to grow at a rate below the national 
average. 

2 Investment per worker in the sector, including FDI, is likely to grow at a rate significantly below 
the national average. 

1 Investment per worker in the sector is projected to stagnate or decline. 
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Future Performance Analysis: Results for Vietnam 

 

Vietnam
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Weights 15% 4% 5% 3% 3% 70% 20% 30% 15% 5%

Established exporters

3230 Manufacture of television and radio receivers, sound or video recording apparatus 5.2 4 5 5 7 7.0 7 7 7 7

3610 Manufacture of furniture 6.3 6 6 6 7 6.8 7 7 6 7

1920 Manufacture of footwear 6.6 7 7 6 6 6.3 7 6 6 6

Tourism 5.1 5 4 5 7 5.9 7 5 6 7

1512 Processing and preserving of fish and fish products 5.6 6 6 4 6 5.4 6 5 5 6

ICT 3.3 4 3 1 5 6.1 7 6 5 6

3110 Manufacture of electric motors, generators and transformers 4.5 4 5 4 5 5.8 6 6 5 6

1912 Manufacture of luggage, handbags and the like, saddlery and harness 5.2 5 6 4 6 5.3 5 6 4 6

3430 Manufacture of parts and accessories for motor vehicles and their engines 3.8 3 4 3 5 5.7 5 6 6 6

3000 Manufacture of office, accounting and computing machinery 4.9 4 5 6 5 5.7 5 6 6 6

0113 Growing of fruit, nuts, beverage and spice crops 4.6 6 4 3 6 4.9 5 5 4 6

3220 Manufacture of television and radio transmitters and apparatus for line telephony 5.5 4 6 5 7 5.0 5 5 5 5

3691 Manufacture of motorcycles 4.3 5 4 4 5 5.4 6 5 5 6

0500 Fishing, aquaculture and service activities related to fishing 4.5 4 5 4 5 5.1 5 5 5 6

1730 Manufacture of knitted and crocheted fabrics and articles 5.9 6 6 5 7 4.3 5 5 2 4

2929 Manufacture of special purpose machinery 4.6 5 5 3 5 5.1 6 5 4 5

1810 Manufacture of wearing apparel, except fur aparel 5.9 7 5 5 7 4.3 5 5 2 4

2520 Manufacture of plastics products 3.9 4 4 3 4 4.9 5 5 4 6

3210 Manufacture of electronic valves and tubes and other electronic components 5.3 3 6 5 7 4.5 3 5 5 5

1711 Preparation and spinning of textile fibers; weaving of textiles 4.5 3 5 5 5 4.7 5 5 4 4

0140 Agricultural and animal husbandry service activities 4.4 6 4 3 4 4.1 6 4 2 3

2320 Manufacture of refined petroleum products 3.5 3 5 1 4 4.3 4 5 3 5

3130 Manufacture of insulated wire and cable 3.7 4 4 2 4 3.5 4 3 4 3

1531 Manufacture of grain mill products 3.6 5 4 3 2 3.1 4 3 2 3

0111 Growing of cereals and other crops n.e.c. 2.8 3 2 4 2 2.8 3 3 2 2

1010 Mining and agglomeration of hard coal 3.6 6 4 2 2 2.2 3 2 2 1

3511 Building and repairing of ships 2.8 3 3 2 3 2.2 2 2 3 2

1532 Manufacture of starches and starch products 2.5 2 3 3 2 2.1 3 2 1 2

1410 Quarrying of stone, sand and clay 2.6 3 3 2 2 2.2 3 2 2 1

2710 Manufacture of basic iron and steel 3.2 3 4 2 4 2.4 3 3 1 2

0200 Forestry, logging and related service activities 2.7 4 3 3 1 2.4 3 2 2 3

2010 Sawmilling and planing of wood 2.6 4 2 4 1 1.8 2 2 1 2

2029 Manufacture of other products of wood; manufacture of articles of cork and straw 2.1 1 3 3 1 1.8 2 2 1 2

Fledgling exporters

3699 Manufacture of pens and pencils; costume jewellery 1.0 1 1 1 1 4.4 5 4 4 5

Green technology products (consumer items) 1.0 1 1 1 1 5.3 7 3 7 7

Domestic industries

6301 Cargo handling for land transport 2.5 1 3 4 2 4.1 5 4 3 5

3720 Recycling of used plastic materials 1.7 1 2 2 2 3.8 1 5 5 4

Move through the 

matrix towards 

final ranks. 
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The pursuit of economic growth does not automatically lead to equitable distribution of re-

sources among all groups in the society, and as such, raises the question of whether the reduction 

of poverty and inequalities should be specifically targeted to occur. As a result, many govern-

ments put high priority in their development agendas on economic growth that is sustainable, 

broad based and inclusive of women and other social groups. Understanding the extent to which 

target sectors may contribute to such national development priorities is an important element of 

sector selection. At the same time, the role of competitiveness practitioners is to ensure ―good 

development‖ – that support of selected sectors will lead to overall growth in productivity and 

that they are not chosen just because of their contribution to certain social development objec-

tives. The analyses suggested below focus on understanding how well the sector‘s growth will 

contribute to selected national development priorities and whether supporting such sector‘s 

growth will result in overall productivity growth in the economy.  

Relationship between the sector‘s growth and the national development priorities will be as-

sessed using the following tools: 

 Distribution of firm size analysis: Development of a sector can impact firms very diffe-

rently depending on their size and level of integration in the value chain. Larger firms 

tend to be more organized than micro and small enterprises and as such would be more 

prone to benefit from market growth. Practitioners should assess the distribution of firm 

size in the sector and predict to what extent the sector‘s growth could benefit large num-

ber of smaller firms as opposed to a small group of large firms. In addition, emphasis of 

the analysis is to understand the ―quality‖ of small firms in the sector and whether sup-

porting them will lead to increases in productivity, as opposed to supporting the sector 

just for the sake of supporting small firms. 

 Food security analysis: Promoting a sector‘s growth can have tremendous, often nega-

tive, impact on vulnerable populations. For example, export promotion of sectors produc-

ing staple foods could reduce the level of food availability in country or could indirectly 

remove productive factors (land, labor, capital) from sectors that are critical to food secu-

rity. Practitioners should assess these dynamics to ensure food security concerns are ad-

dressed. 

 Natural resource productivity analysis: Natural resource productivity optimizes the 

sustainable use of natural resources, delivering maximum economic and public benefit, 

and minimizes the negative impact on the environment. A number of forward looking 

countries are supporting low emission development strategies (LEDs) which focus on re-

duction of greenhouse gas emissions without reducing overall economic growth. The 

analysis will consider each sector‘s natural resource productivity, especially regarding the 

use of energy and water, and opportunities to improve natural resource productivity while 

maintaining sector‘s growth. 

 Social inclusiveness analysis: The extent to which the sector is inclusive of women and 

other social groups can have significant impact and contribution to national development 

objectives. Practitioners should assess whether there are factors that prevent women (and 

other groups, such as youth) from economic participation in sector‘s growth or whether 

on the other hand a sector‘s growth will benefit them.  

Sectors under consideration will each be scored against these four criteria which will together 

determine the overall score for the national development priorities filter.  
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Question

• Will the growth of the 
sector benefit, and/or 
allow for the creation of 
small and medium-sized 
firms? Will the growth of 
the sector stimulate the 
participation of SMEs?

Data Input

• Data on the number of 
SMEs

• Industry expert 
qualitative assessment

Process

• Desk Research
• Interviews with 1-2 

industry experts
• Duration: 1-2 days

Output

• Share of SMEs in the 
sector in terms of % of 
total firms and number of 
SMEs

• Score assigned to sector's 
imapct on SME growth

The purpose of this analysis is to understand the distribution of 

firms within the sector based on their size and to assess the po-

tential benefits of the sector‘s growth to a large number of 

smaller firms (as opposed to the concentration of benefits 

among a small group of large firms). National governments 

frequently support sectors with large number of small firms, 

often for the sake of supporting small firms. However produc-

tivity studies indicate that small enterprises are not necessarily 

always the most productive ones.
22

 The focus of this analysis 

will therefore be on understanding the overall presence of small 

firms within the sector and the productive potential of these 

firms – their potential to not only benefit from but also contri-

bute to the sector‘s productive growth. 

The development literature contains many definitions of small 

and medium enterprises. Usually, the size of a firm can be de-

termined by looking at the number of employees, total assets 

and total sales. However, national governments will also most 

likely have their own definitions, which could include other 

criteria, such as GNI per capita (in USD) and SME employ-

ment (as a percent of total employment). Where national defini-

tions of SMEs exist, practitioners should use the national classification. For example, Vietnam‘s 

national definition of SMEs is based on the number of 

employees, as follows: 

1. Micro enterprises: Engaging up to 9 employees 

2. Small enterprises: Engaging up to 49 employees 

3. Medium size enterprises: Engaging up to 299 

employees 

To assess how SMEs will benefit from and contribute to 

the sector‘s growth, the team will follow the process be-

low: 

Task 1: Assess the current participation of 
SMEs in the sector 

As a rule of thumb, a sector in which over 30-40% of 

firms are SMEs will be considered as being inclusive of 

SMEs. Data at the sector level usually is gathered by national census which is done every several 

years, as illustrated in the Vietnam example below. The World Bank Enterprise Survey can also 

be a good resource, as each firm surveyed has to specify its number of employees. However, one 

limitation of the Enterprise Survey data is that it is aggregated at the broad industry category lev-

                                                 

World Bank Enterprise Survey sector 

definitions 

Manufacturing: food, textiles, garments, 

chemicals, plastics & rubber, non metal-

lic mineral products, basic metals, fabri-

cate metal products, machinery and 

equipment, electronics, other manufac-

turing 

Services: wholesale, retail, IT, hotels 

and restaurants, other services 

Other: construction, transport 
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el with a sample size for individual industries often too small to draw conclusions for that partic-

ular industry. 

 

 

Task 2: Analyze the trends in SME growth at the sector-level for the past 5 years 

Practitioners will determine expected performance of SMEs in the sector using past performance 

as a guide by looking at the trends of SMEs participation for the past 5 years. If data are availa-

ble benchmarking these findings against a peer country will provide indication of whether sector 

growth is likely to benefit, and/or allow for the creation of, small and medium-sized firms. Cen-

suses are done every several years and therefore trends might not be readily available through 

national data. The Enterprise Surveys provide sector-specific data since 2002 and is a useful re-

source, taking into account the limitations noted above. 

To complement quantitative analysis, researchers should interview 1-2 industry experts using the 

interview checklist below, to assess whether the sector‘s development is likely to include SMEs. 

Based on the interview findings, practitioners should analyze potential impacts the sector‘s de-

velopment could have on growth and/or creation of SMEs. Researchers will seek to understand 

the nature of current interaction between small and large firms in the value chain, the functions 

that those companies are carrying out and how sector‘s growth could impact those relationships. 

For example, if some collaboration between lead firms and SMEs already exists, it is likely that 

with sector growth SME will become even more integrated with lead firms and within the value 

chain. 

Task 3: Analyze the productive potential of sector’s SMEs 

Although this factor is difficult to assess, certain proxy indicators may be used to evaluate 

whether the SMEs in question are likely to be productive. For example, 

 Are these SMEs formal or informal? Formal SMEs are likely to be more productive. 

 Do these SMEs use business services? Recent productivity studies indicate that SMEs 

that use business services are more productive.
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 Are these SMEs able to access sources of finance, such as short and medium term loans? 

SMEs with access to loans will likely invest in productivity improvements. 

  

                                                 

Desk Research Sources 
 

 National Statistics Agencies, Census Data 

 World Bank Enterprise Survey 
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Interview Checklist 
 

 Has the number of SMEs been growing in the past 5 years? 

 Are SMEs driving the sector‘s growth? 

 What are the different functions of the value chain that SMEs perform? 

 To what extend are larger firms (over 300 employees) the drivers of the sec-

tor‘s growth? 

 Are these firms vertically integrated or do they outsource certain functions 

to local SME suppliers? What are the functions they are responsible for? 

 What are the interactions between lead firms and SMEs? How do they 

compete? How do they collaborate? 

 What are the supporting services in the value chain? Are any offered by 

SMEs? 

 Are these SMEs formal or informal?  

 Do these SMEs use business services?  

 Do these SMEs have access to sources of finance? 
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Box 15: Example - SME Size Distribution in Vietnam 

Data will be most likely available from national level organizations whether it is at the Ministry of Econom-

ic Affairs or the National Statistical Agencies. In middle-income countries, statistics at the sector level 

should be readily available from domestic institutions as well. In the example below from Vietnam statis-

tics from the Ministry of Planning and Investment were used and based on the Establishments Census 

conducted by the General Statistics Office in 2002. 

Establishments and Employment in Vietnam (2002)  

Vietnam, 2002  SME        LSE  Total  

Establishments  Micro  Small  Medium  
Sub-

Total  
    

Number of business establishments (1,000)  2,660  46.7  11  2,718  2.5  2,720  

Percentage of all establishments (%)  97.8  1.7  0.4  99.9  0.09  100  

Average Size of Establishments              

Persons engaged per establishment  1.6  19  112  2.4  773  3  
 

According to official statistics, micro enterprises represent 96% of total firms in Vietnam where the whole-

sale and retail sector concentrate almost half of the microenterprises. 

  Employees  Establishments  % Establishments  Employment  % Employment  

All Sectors  Total  2,720,479  100  8,392,486  100  

  <=5  2,611,238  96.0  4,026,977  48.0  

  6-9  49,201  1.8  348,000  4.1  

  10-49  46,680  1.7  887,308  10.6  

  50-299  10,889  0.4  1,221,250  14.6  

  >=300  2,471  0.1  1,908,951  22.7  

Wholesale and retail trade  Total  1,205,281  44.3  1,969,675  23.5  

  <=5  1,184,001  98.2  1,638,239  83.2  

  6-9  12,023  1.0  86,471  4.4  

  10-49  8,331  0.7  149,056  7.6  

  50-299  898  0.1  84,110  4.3  

  >=300  28  0.0  11,799  0.6  
Source: General Statistics Office Establishments Census. (2002). Vietnam 

At the end of the analysis the practitioners will score each of the sectors analyzed according to 

the following criteria: 

Score Definition 

7 Over 30-40 % of the sector‘s firms are SMEs and are likely to be the driver of the sector‘s 
growth and productivity.  

4 SMEs accounts for between 10 to 30% of the private sector and are not likely to contribute 
significantly to sector‘s productivity growth. 

1 SMEs represent a very insignificant part of the private sector in the sector.  
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Question

• How will the sector’s 
development impact the food 
security of targeted 
population?

Data Input

• Data food security levels of 
targeted populations

• Food security expert 
assessment

Process

• Desk Research
• Interviews with 1-2 experts.
• Duration: 2 days

Output

• Score assigned to food 
security impact of sector's 
development

Before selecting a sector, practitioners should make sure that 

the development of this sector will not have a negative im-

pact on food security of vulnerable populations within the 

country. Understanding of vulnerable populations and their 

livelihood needs is an important element of this analysis.  

The analysis concerns primarily sectors that focus on food 

production, but can also be relevant for sectors that can indi-

rectly have some implications on food security. For instance, 

the renewable energy sector can negatively impact food se-

curity if it is removing productive factors from the produc-

tion of basic products, such as the use of productive land for 

non staple products as in the example of biofuel production 

in Africa below. On the other hand, sectors, such as the 

transport sector, can benefit food security by linking ex-

cluded populations to markets through new infrastructure 

projects. 

There is no single measure to analyze the level of food secu-

rity of a country‘s population. The complexity of assessing 

food security, however, can be simplified by looking at the 

following three components
25

: 

 

 Food availability: concerns the food that is physically present in the area of concern, 

through all forms of domestic production, commercial imports and food aid. These data 

can be aggregated at the regional, national or community-level. 

 Food access: concerns a household‘s ability to regularly acquire adequate amounts of 

food, through a combination of its own home production and stocks, purchases, barter, 

gifts, borrowing or food aid. 

 Food utilization: refers to households‘ use of the food to which they have access, and in-

dividuals‘ ability to absorb and metabolize the nutrients.
26

 

To assess the extent to which the sector‘s growth will impact the food security of vulnerable 

groups, researchers will pursue the following tasks:  
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Task 1: Identify the government’s targeted vulnerable groups and assess their 
level of food security 

The purpose of this task is to understand which groups the government‘s development priorities 

are targeting and their level of food security. Practitioners should not engage in an in-depth food 

security assessment, but should rather conduct a quick desk research based on readily available 

information. There are numerous donor agencies and international organizations that regularly 

conduct these types of analysis and a review of these studies can provide an efficient way for re-

searchers to understand the key characteristics of vulnerable groups, such as their main sources 

of nutrition, income and cash. The following data sources will provide useful information:  

 The vulnerable groups targeted by the government are usually outlined in the country‘s 

Poverty Reduction Strategy Paper (PRSP) and other national development strategies. 

 To identify the country‘s basic food products (staple foods) and understand which ones 

are an important source of income and nutrition for the vulnerable groups, the World 

Food Program‘s reports and the FewsNet (Family Early Warning System Network) web-

site serve as good resources as illustrated in the examples below. To understand the cha-

racteristics of vulnerable groups FewsNet website in particular is a useful tool, as it in-

cludes Livelihood Profiles, which provide brief economic differentiation between differ-

ent wealth groups within a country and information on the relative importance of differ-

ent sources of food and income among those groups. The site also includes Livelihood 

Maps which divide the country in different zones based on the population‘s livelihoods, 

access to food and income. Lastly, it provides detailed maps of the production level and 

trade flows of countries‘ staple food, as illustrated in the box below.  



–

Box 16 : Example - Livelihood Map and Livelihood Profiles in Zimbabwe 

FewsNet‘s Livelihood Zone Map divides the country into homogenous zones within which people share 

broadly the same pattern of livelihood, including access to food and income and patterns of exchange. The 

Livelihood Profile provides details on each zone, such as: livelihood patterns, marketing of food production 

and import of staple food in the zone, seasonal calendar, wealth breakdown, source of food and cash, and 

hazard information. 

 
 
Source: FewsNet 
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Box 17: Example - Production and Market Flow Map of Maize in Zimbabwe 

 

FewsNet website provides Production and Market Flow Maps for key staple food in various countries. The 

map below gives useful information about the production and market flow of maize in Zimbabwe. It shows 

the regions where the production has surplus, minor or severe deficits, as well as maps trade flows and 

key infrastructure. 

 

Source: FewsNet 

 

 

 

 

 

 

 

 

 

 

 

 

 



–

 

Task 2: Assess the impact of the sector’s growth on the vulnerable populations 

In this analysis task, practitioners will assess whether the sector‘s growth could threaten the food 

security of particular groups by conducting key informant interviews with industry experts or 

food security specialists. The interview checklist included below is targeted to cover the three 

key components of food security outlined above: food availability, food access and food utiliza-

tion. Some guidance for practitioners is included below. 

 

Desk Research Sources 
 

 Poverty Reduction Strategic Papers (PRSP) – The PRSP will details the 

country‘s poverty reduction goals and the government‘s targeted vulnerable 

groups. 

 Demographic Health Surveys 

 Comprehensive Food Security and Vulnerability Analysis (CFSVA) me-

thodology, World Food Program – http://www.wfp.org/food-

security/reports/CFSVA 

 World Food Program‘s website 

 FewsNet, Family Early Warning System Network – www.fews.net – this 

website developed by the U.S. Agency for International Development 

(USAID) provides detailed maps estimating food security conditions, de-

tailed analysis of livelihoods per region (source of food, source of cash, 

etc.) and production and market flow maps. 

 Ministry of Agriculture, Ministry of Health 
 

http://www.wfp.org/food-security/reports/CFSVA
http://www.wfp.org/food-security/reports/CFSVA
http://www.fews.net/
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Tips for Practitioners: Accessing Food Security 

 
Availability of food supply 
Food availability looks at whether the country has a surplus or deficit in food production. Food defi-

cit rarely occurs, except in extraordinary events such as famine and natural catastrophe. However, a 

country can be reliant on imports for basic food products. In those cases, it is important to under-

stand this dependence to assess whether the sector under scrutiny could reduce this dependence. A 

sector focusing on production of food that is usually imported can increase the country‘s food securi-

ty. However, export oriented growth strategies for food related sectors for example may run the risk 

of reducing food availability within the country. Another example of negative impact of sector growth on domestic 

food security may be the divergence of key productive resources from production of basic products as illustrated in 

the example of ethanol production in Africa. Lastly, food availability is not just about national food production - a 

country as a whole can have food surplus and still have communities that are food insecure due lack of availability. 

 

 Access for all to food supplies 
Access to food analysis should assess whether the sector‘s development will improve the access of vulnerable 

groups to food, in other words, whether the sector‘s production will go to the right groups of people. Access is not 

just about moving food to the communities, it is also about people having the means to purchase food. Proxy indica-

tors of food access include prices, distribution channels and income. For instance, manufacturing of certain agricul-

tural machines can help improve the productivity of the agricultural sector and therefore reduce prices of staple 

food. New developments in the transport sector can improve access to markets and bring food to excluded popula-

tion. The development of a sector in a vulnerable region would bring more employment and increase the purchasing 

power of households. 

 

Food utilization 
Food utilization is not just about the caloric value of available food, but also includes nutrition education and beha-

vior change. Consumers with access to food may be unaware of how to balance their diet.  

 

 

Box 18: Example - Ethanol Production in Africa 

Ethanol production in Africa attracts increasing interest from foreign investors and has gathered strong 

support from various governments. However, this opportunity does not come without raising several im-

portant issues, such as local land ownership, competition with the agricultural sector, and environmental 

threats. Several non-profit and international organizations are raising their flags: Friends of the Earth con-

ducted a study in 11 African countries showing that a surface of at least 50,000 km² has already been 

acquired by foreign investors for the production of biofuels in Africa. In 2009, the Food and Agriculture 

Organization (FAO) warned that in many cases purchased land was already in use by local population 

whose claims were not heard because of their exclusion from any formal legal protection. In Tanzania 

and Ghana, thousands or rice and maize producers were evicted from their lands. In Senegal, Wetlands 

International and Actionaid Sénégal recently published a study asserting that biofuels can severely com-

pete with agriculture and constitute a threat to food security in Senegal. Based on the cultivation of jatro-

pha, ethanol production creates competition over land resource and can have severe consequence on a 

country‘s food security if not properly managed. 

 
Source: Oxford Business Group, Senegal Report 201 
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Interview Checklist 
 

Availability of food supply: 

 To what extent the sector will help bring food to people that do not have 

access to it? 

 Is there enough food available in the country to respond to the population‘s 

needs? 

 To what extent does food availability rely on imported production? 

 Will the sector‘s production help reduce imports of basic products? 

 Will new production in the sector increase the volume of food in the country? 

(agricultural sector only) 

 Will the sector‘s production be mainly exported or sold in domestic markets? 

(agricultural sector only) 

 What are the main sources of livelihood in the country and will the growth of 

the sector negatively impact them? 

 Is the sector in competition with the production of basic agricultural products? 

 Is the sector taking some productive factors away from the production of ba-

sic food (land, capital, labor)? 

 To what extent will the sector‘s growth impact other sectors that are key to 

the food security of the targeted population? 

 

Access for all to food supplies:  

 Who are the targeted consumers? Who will benefit from the sector‘s produc-

tion (high-income, middle-income or low-income consumers)? (agricultural 

sector only) 

 Will the sector‘s development generate a significant increase in the income of 

vulnerable consumers?  

 Will it increase employment opportunities in specific food insecure communi-

ties? 

 Will the sector improve the productivity of basic food production, leading to a 

decrease in prices? 

 Will the sector‘s development bring more efficient distribution channels for 

these products? 

 Will all social groups have equitable access to these products? Will there be 

regional disparities? Will the most food insecure have a fair access to the sec-

tor‘s production? (agricultural sector only) 

 

Food utilization: 

 Will the products contribute to better caloric intake for consumers? (agricul-

tural sector only) 

 Will the sector contribute to educating people on how to improve and maxim-

ize their food utilization? 
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Practitioners should assign a score to the sector in the CAM matrix based on the following defi-

nitions: 

 

Score Definition 

7 The sector will improve (directly or indirectly) the food security of targeted groups along at 
least one of the three categories (food availability, access to all supplies, food utilization) 
and will not negatively impact their food security. 

4 The sector will not have particular direct or indirect impact on the food security of target 
population and will not negatively impact their food security. 

1 The sector will negatively impact (directly or indirectly) the food security of targeted groups. 
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Question

• What is the sector’s 
natural resource 
productivity and its 
environmental footprint?

Data Input

• Assessment of energy 
productivity

• Assessment of water 
productivity

Process

• Desk Research
• Interviews with 4-5 

experts
• Duration: 4 days

Output

• Consolidated score 
assigned to natural 
resource productivity and 
impact

Each sector selection process should consider the sector‘s natu-

ral resource productivity, especially regarding two key aspects: 

energy and water. Natural resource productivity optimizes the 

sustainable use of natural resources, delivering maximum eco-

nomic and public benefit, and contributes to long-term compe-

titiveness. It also minimizes the negative impact on the envi-

ronment. 

For the past two centuries technological advances have been 

overwhelmingly geared towards increasing the productivity of 

labor. Today, there is an excess of labor and the scarcity of 

natural resources (considered by economic models to be avail-

able in infinite quantities) has become apparent. It is likely that 

countries, sectors, segments, and businesses that are able to 

make scarce factors of production more productive will enjoy a 

significant economic advantage over those that do not
27

.  

Targeted economic growth and competitiveness efforts must 

therefore take into account the sector‘s energy intensity and 

efficiency, as well as water resource productivity, where appli-

cable. Support to a sector with high competitive growth poten-

tial, but with perceived negative impacts on the environment, 

might be ruled out or made conditional. 

Depending on whether the sector is more energy intensive (ex: electronics manufacturing) or wa-

ter intensive (ex: crops), practitioners might focus on one or the other as proxy for general re-

source productivity. On occasions, where both resources are relevant to the sector, the most im-

portant of the two factors will be analyzed and will determine the overall score for the natural 

resource productivity selection criterion. 

Energy productivity analysis will use two measures: efficiency and intensity. According to the 

US Department of Energy, energy efficiency improves when a given level of service is provided 

with reduced amounts of energy inputs or services are enhanced for a given amount of energy 

input. Energy intensity, in turn, is measured by the quantity of energy required per unit output or 

activity, so that using less energy to produce a product reduces the intensity. Efficiency im-

provements in processes and equipment can contribute to observed changes in energy intensity. 

Researchers will use the following resources in the analysis:  

 Common indicators for energy intensity include Wh/m2/year for buildings and BTU per 

dollar of GDP for the economy as a whole. Energy efficiency can be measured through 

energy return on energy invested (EROI), as well as several industry-specific indicators, 

most of which may be found at www.worldenergy.org.  

 If a low emission development strategy (LEDS) is in place for the country under assess-

ment, a good amount of data and analysis on energy efficiency should be available and 

the LEDS should serve as starting point for desk research. 
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 If sector data are available for some indicators (ex: CO2 per capita, sector energy intensi-

ty, electricity consumption), researchers should benchmark the scores against other com-

parable sectors (services with services, manufacturing with manufacturing etc) or indus-

try average in the country and/or region, in order to arrive at a general assessment of the 

sector‘s standings in terms of energy productivity.  

 If data is not readily available and benchmarks difficult to find, the sector‘s energy prod-

uctivity diagnostic should rely on consultations with energy experts using an interview 

guide provided below. 

At the end of the process, the researchers should provide ratings for energy productivity of each 

sector, according to the scale below.  

Score Definition 

7 The sector‘s energy productivity is above average, or its intensity below average, for coun-
try or region and it will not negatively impact the environment. 

4 The sector‘s energy productivity or intensity are about average for country or region and 
will not have significant impact on the environment. 

1 The sector‘s energy productivity is below average, or its intensity above, for country or re-
gion and will negatively impact the environment. 

 

Water resource productivity analysis will fist determine whether the sector uses groundwater, 

treated wastewater, freshwater, or combination of these, and then rely on desk research to find 

data on the sector‘s water productivity. Some of the best indicators in water productivity are crop 

water productivity (CWP) and water use efficiency (WUE), expressed in kg/m3, which commu-

nicate the amount of marketable product (ex: kilograms of grain) in respect to the amount of wa-

ter (cubic meters) needed to produce it. Data availability will dictate the balance between re-

search and interviews in this analysis process:  

 For example, in agriculture, where the use of water is extensively studied and computed, 

it is easier to find detailed data from desk research alone, such as water intensity of crop 

(ex: cubic meters per bushel of tomato). In manufacturing, expert consultations might be 

more productive, despite the availability of the studies aforementioned
28

. Finally, in other 

sectors, like IT services, the assessment of water may not be relevant at all. 

 Better measurement efforts are also emerging outside agriculture. Private sector players 

that rely heavily on water resources have been developing their own studies on both the 

cost and productivity of water. One example is Donnelly et al (2004)
29

, which provide a 

comprehensive analysis of the use of water and its impact on the pharmaceutical industry 

in terms of costs and resource allocations.  
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 A broader resource is the Global Environmental Management Initiative (GEMI), a major 

initiative involving important private sector players, which developed an extensive report 

on private sector based solutions to the water challenge, including valuable data
30

.  

At the end of the process, researchers will provide rate each sector under consideration on its wa-

ter productivity, according to the scale below. 

Score Definition 

7 The sector‘s water productivity is above average for country or region and will not negative-
ly impact the environment. 

4 The sector‘s water productivity is about average for country or region and will not have sig-
nificant impact the environment. 

1 The sector‘s water productivity is below average for country or region and will negatively 
impact the environment. 

 

                                                 

Interview Checklist 
 

Energy productivity: 
 What data is available for this sector in terms of energy intensity and efficien-

cy? 

 [If data is available] How does the sector score compared to other comparable 

sectors in the country (ex: manufacturing x manufacturing, services x services, 

agriculture x agriculture etc)? 

 How does the sector perform compared to comparable countries or regional 

average? 

 [If data not available] What is the perceived energy intensity and efficiency of 

this sector? What supports this perception? Are there any studies or assess-

ments, even if more qualitative in nature, to support this perception? 

 What grade would you give the sector according to the scale below (1-4-7)? 

Please justify in detail. 

 

Water productivity:  
 Is water productivity relevant for the sector? [if no, stop and use energy] 

 What type of water resource does the sector utilize: groundwater, treated 

wastewater, freshwater? What is the opportunity cost of using water from this 

source? 

 How does the segment score in productivity when compared to other compara-

ble segments in the country?  

 How does the sector perform compared to comparable countries or regional 

average? 

 [If data not available] What is the perceived water productivity of this sector? 

What supports this perception? Are there any studies or assessments, even if 

more qualitative in nature, to support this perception? 

 What grade would you give the sector according to the scale below (1-4-7)?  
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Question

• How will the sector 
stimulate the participation 
of women in the growth 
process (and of other 
minority groups)?

Data Input

• Data on women 
participation in the sector.

• ndustry expert qualitative 
assessment

Process

• Desk Research
• Interviews with 1-2 

industry experts
• Duration: 1-2 days

Output

• Social inclusiveness 
scoress assigned to the 
sector on the matrix

The objective of the social inclusiveness analysis is to under-

stand the extent to which a sector is inclusive of women and oth-

er social groups. Certain sectors, such as agriculture, employ a 

large portion of women which are important to sectors overall 

competitiveness. In Southeast Asia women provide up to 90 per-

cent of labor in rice cultivation
31

. In Thailand, almost 80% of 

soil improvement is done by women as well as almost all the 

work in food processing and mulberry tree cultivation
32

.  

This tool as outlined below is primarily focused on economic 

participation of women in the sector. However, it can be targeted 

to focus on economic participation of other social and minority 

groups, if they factor important in the national development ob-

jectives. Practitioners should conduct an assessment of how the 

sector will stimulate the participation of women (and other 

groups as appropriate) in the growth process by looking at three 

dimensions
33

: 

 Participation: gender roles influence women‘s participa-

tion in economic activities, which can be assessed by 

looking at the time they spend focusing on tasks related 

to the household, their access to mobility and participa-

tion in the workforce. 

 Access to productive assets: gender relations shape access to resources necessary to be a 

fully active and productive actor in society. That includes access to both tangible and in-

tangible assets, such as land, labor, capital, natural resources, education, employment and 

information. 

 Social beliefs and perceptions: beliefs shape ideas about appropriate roles and responsi-

bilities for men and women. These beliefs can determine women‘s role as economic ac-

tors, their ability to be an association member, which work is appropriate for them, and 

their legal rights. 

Researchers should follow the below process: 

Task 1: Assess the level of participation in the labor force for women (and other 
groups, as needed)  

This can be accomplished by looking at women‘s participation in the labor force through the fol-

lowing indicators: 

 Women‘s employment (as a % of total employment)  

 Wage differential between men and women 

 Employment disaggregated by workers‘ age 
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 Employment disaggregated by minority/ethnic groups 

These statistics are usually available from reports by donor agencies or international organiza-

tions, such as the gender analysis of the aquaculture value chain in Vietnam used in the example 

below.  

 

 

Task 2: Assess how the sector will stimulate the participation of women (or other 
social groups) in the growth process  

This analysis will rely on interviews with industry experts and gender specialists with knowledge 

of the specificities in country. Researchers will use a checklist of questions included below, 

which can be applied to women, youth or minority groups. Some guidance for practitioners is 

provided in the box below. 

 

 

Box 19: Example – Gender representation in the aquaculture sector in Vietnam 

Gender Representation in the Hatcheries Workforce, Quang Ninh 

Type (Number) Ownership Workforce Men % Men Women % Women 

Shrimp Hatcheries (2)* Private 20 18 90% 2 10% 

Technicians/Researchers 

Management/Admin 

General 

  

2 

2 

14 

100% 

100% 

88% 

0 

0 

2 

 

0% 

0% 

0% 

 

Fish Hatcheries (4)** SOE 24 13 54% 11 46% 

 

Technicians/Researchers 

Management/Admin 

General 

 

  

5 

4 

4 

42% 

67% 

67% 

7 

2 

2 

58% 

33% 

33% 

Total
***

  48 31 73% 13 27% 

Source: Compiled from authors‘ interviews. 

*Numbers pertain to one hatchery; the second of the two shrimp hatcheries in the study is reported to have 

been temporarily shutdown. 

**The Research Center for Aquatic Sciences (RCAS) has farms, hatcheries, and training components, and 

only the estimated number of staff dedicated to hatcheries is tabulated here, even though staff multitasks 

across different activities. 

***The totals include numbers for all hatcheries, except where indicated otherwise. 

 
Source: World Bank. (2009). Gender Analysis of Aquaculture Value Chain in Northeast Vietnam and Nigeria. 
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Tips for Practitioners: Accessing Gender Issues 

Women participation 
Men and women carry out different tasks in the household, and the time women spend on those tasks 

is often underestimated as it is less visible than formal work. Time allocation studies have shown 

that women‘s days are often longer than men‘s since women are in charge of several key routine 

activities for the household, such as water or firewood collection. In addition, certain spaces where 

information is exchanged and where networking opportunities arise can be off limits to women or 

other groups. There can be a high degree of gender segmentation in the labor force depending on the 

sector and country. 

 

Access to assets 
In many developing countries, men tend to have more access to assets than women. Similarly, men‘s rights are more 

commonly formalized while women are limited to customary laws. Asset inequality can significantly impact a sec-

tor‘s growth as it can hinder or foster investment patterns. These assets can include land, labor, inputs, or financial 

capital. 

 

Beliefs and perceptions 
Perceptions about gender role can limit women‘s participation in economic activities and their involvement in asso-

ciations. 

 

Interview Checklist 
 

Women’s participation: 

 How much time do women spend on performing household- related 

tasks? 

 Will that prevent women from meeting job requirements in the sector? 

 Do women have access to the major locations that are necessary for them 

to successfully conduct their job in the sector? 

 Do women have enough access to the information needed? 

 

Access to assets:  

 Do women have enough control of their assets? 

 Do women have relevant skill sets to participate productively in the sec-

tor? This can be disaggregated by education (degree) and training types 

(business-oriented). 

 Do women have enough access to capital to invest in the sector? 

 Are there any external forces, such as trade agreements, that can cause 

advantage or disadvantage to women? 

 

Beliefs and perceptions: 

 Is there some particular social perception or prejudice against having 

women working in the sector? 

 Will women‘s role in the sector be valued by the society? 

 Are there any social perception or prejudice that will prevent women on 

well-performing in their jobs? 
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Score Definition 

7 The sector is inclusive of women (or other social groups). Employment data shows that 
women are as active in the sector as men. Women have access to the assets necessary 
for them fulfill their responsibilities in their job and they retain control over them. There is no 
major perception or social belief that prevents them from fulfilling their duties. Women will 
fully benefit from the sector‘s growth. 

4 Women (or other groups) can participate in the sector but they are the minorities. 

1 Women (or other groups) are excluded from the sector and will not benefit from the sector‘s 
growth. 
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National Development Priorities Analysis: Results for Vietnam 
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Weights 15% 4% 5% 3% 3% 70% 20% 30% 15% 5% 15% 3% 3% 4% 5% 1

Established exporters

3230 Manufacture of television and radio receivers, sound or video recording apparatus5.2 4 5 5 7 7.0 7 7 7 7 3.6 4 1 1 7 6.2 1

3610 Manufacture of furniture 6.3 6 6 6 7 6.8 7 7 6 7 3.2 7 1 1 4 6.2 2

1920 Manufacture of footwear 6.6 7 7 6 6 6.3 7 6 6 6 2.4 4 1 4 1 5.8 3

Tourism 5.1 5 4 5 7 5.9 7 5 6 7 5.6 7 4 4 7 5.8 4

1512 Processing and preserving of fish and fish products 5.6 6 6 4 6 5.4 6 5 5 6 5.8 4 4 7 7 5.5 5

ICT 3.3 4 3 1 5 6.1 7 6 5 6 3.6 4 1 1 7 5.3 6

3110 Manufacture of electric motors, generators and transformers 4.5 4 5 4 5 5.8 6 6 5 6 2.8 1 1 4 4 5.2 7

1912 Manufacture of luggage, handbags and the like, saddlery and harness5.2 5 6 4 6 5.3 5 6 4 6 3.6 1 1 7 4 5.0 8

3430 Manufacture of parts and accessories for motor vehicles and their engines3.8 3 4 3 5 5.7 5 6 6 6 2.8 1 1 4 4 5.0 9

3000 Manufacture of office, accounting and computing machinery 4.9 4 5 6 5 5.7 5 6 6 6 1.6 4 1 1 1 5.0 10

0113 Growing of fruit, nuts, beverage and spice crops 4.6 6 4 3 6 4.9 5 5 4 6 4.0 4 4 4 4 4.7 11

3220 Manufacture of television and radio transmitters and apparatus for line telephony5.5 4 6 5 7 5.0 5 5 5 5 2.4 4 1 4 1 4.7 12

3691 Manufacture of motorcycles 4.3 5 4 4 5 5.4 6 5 5 6 1.8 1 1 4 1 4.7 13

0500 Fishing, aquaculture and service activities related to fishing 4.5 4 5 4 5 5.1 5 5 5 6 2.8 1 1 4 4 4.6 14

1730 Manufacture of knitted and crocheted fabrics and articles 5.9 6 6 5 7 4.3 5 5 2 4 5.0 7 1 4 7 4.6 15

2929 Manufacture of special purpose machinery 4.6 5 5 3 5 5.1 6 5 4 5 2.6 4 1 1 4 4.6 16

1810 Manufacture of wearing apparel, except fur aparel 5.9 7 5 5 7 4.3 5 5 2 4 4.2 4 1 7 4 4.5 17

2520 Manufacture of plastics products 3.9 4 4 3 4 4.9 5 5 4 6 3.0 1 1 1 7 4.4 18

3210 Manufacture of electronic valves and tubes and other electronic components5.3 3 6 5 7 4.5 3 5 5 5 2.6 1 1 7 1 4.3 19

1711 Preparation and spinning of textile fibers; weaving of textiles 4.5 3 5 5 5 4.7 5 5 4 4 1.6 4 1 1 1 4.2 20

0140 Agricultural and animal husbandry service activities 4.4 6 4 3 4 4.1 6 4 2 3 4.2 1 4 7 4 4.1 21

2320 Manufacture of refined petroleum products 3.5 3 5 1 4 4.3 4 5 3 5 3.2 4 1 7 1 4.0 22

3130 Manufacture of insulated wire and cable 3.7 4 4 2 4 3.5 4 3 4 3 2.6 4 1 1 4 3.4 23

1531 Manufacture of grain mill products 3.6 5 4 3 2 3.1 4 3 2 3 3.8 4 7 1 4 3.3 24

0111 Growing of cereals and other crops n.e.c. 2.8 3 2 4 2 2.8 3 3 2 2 4.4 4 7 7 1 3.1 25

1010 Mining and agglomeration of hard coal 3.6 6 4 2 2 2.2 3 2 2 1 3.4 4 1 4 4 2.6 26

3511 Building and repairing of ships 2.8 3 3 2 3 2.2 2 2 3 2 4.0 7 1 4 4 2.6 27

1532 Manufacture of starches and starch products 2.5 2 3 3 2 2.1 3 2 1 2 4.2 1 4 7 4 2.4 28

1410 Quarrying of stone, sand and clay 2.6 3 3 2 2 2.2 3 2 2 1 3.4 4 1 4 4 2.4 29

2710 Manufacture of basic iron and steel 3.2 3 4 2 4 2.4 3 3 1 2 1.8 1 1 4 1 2.4 30

0200 Forestry, logging and related service activities 2.7 4 3 3 1 2.4 3 2 2 3 1.6 4 1 1 1 2.3 31

2010 Sawmilling and planing of wood 2.6 4 2 4 1 1.8 2 2 1 2 2.2 7 1 1 1 2.0 32

2029 Manufacture of other products of wood; manufacture of articles of cork and straw2.1 1 3 3 1 1.8 2 2 1 2 1.6 4 1 1 1 1.8 33

Fledgling exporters

3699 Manufacture of pens and pencils; costume jewellery 1.0 1 1 1 1 4.4 5 4 4 5 2.6 4 1 1 4 3.6 2

Green technology products (consumer items) 1.0 1 1 1 1 5.3 7 3 7 7 4.2 4 1 7 4 4.5 1

Domestic industries

6301 Cargo handling for land transport 2.5 1 3 4 2 4.1 5 4 3 5 3.0 4 4 4 1 3.7 1

3720 Recycling of used plastic materials 1.7 1 2 2 2 3.8 1 5 5 4 4.6 1 1 7 7 3.6 2
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Output for Sector Triage: Results for Vietnam 

Following the scoring for the national development priorities, the triage sub-step is complete and 

allows to select10 highest ranking sectors. In the Vietnam example, the following are the results 

of the triage sub-step, highlighted in red.  
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Weights 15% 4% 5% 3% 3% 70% 20% 30% 15% 5% 15% 3% 3% 4% 5% 1

Established exporters

3230 Manufacture of television and radio receivers, sound or video recording apparatus5.2 4 5 5 7 7.0 7 7 7 7 3.6 4 1 1 7 6.2 1

3610 Manufacture of furniture 6.3 6 6 6 7 6.8 7 7 6 7 3.2 7 1 1 4 6.2 2

1920 Manufacture of footwear 6.6 7 7 6 6 6.3 7 6 6 6 2.4 4 1 4 1 5.8 3

Tourism 5.1 5 4 5 7 5.9 7 5 6 7 5.6 7 4 4 7 5.8 4

1512 Processing and preserving of fish and fish products 5.6 6 6 4 6 5.4 6 5 5 6 5.8 4 4 7 7 5.5 5

ICT 3.3 4 3 1 5 6.1 7 6 5 6 3.6 4 1 1 7 5.3 6

3110 Manufacture of electric motors, generators and transformers 4.5 4 5 4 5 5.8 6 6 5 6 2.8 1 1 4 4 5.2 7

1912 Manufacture of luggage, handbags and the like, saddlery and harness5.2 5 6 4 6 5.3 5 6 4 6 3.6 1 1 7 4 5.0 8

3430 Manufacture of parts and accessories for motor vehicles and their engines3.8 3 4 3 5 5.7 5 6 6 6 2.8 1 1 4 4 5.0 9

3000 Manufacture of office, accounting and computing machinery 4.9 4 5 6 5 5.7 5 6 6 6 1.6 4 1 1 1 5.0 10

0113 Growing of fruit, nuts, beverage and spice crops 4.6 6 4 3 6 4.9 5 5 4 6 4.0 4 4 4 4 4.7 11

3220 Manufacture of television and radio transmitters and apparatus for line telephony5.5 4 6 5 7 5.0 5 5 5 5 2.4 4 1 4 1 4.7 12

3691 Manufacture of motorcycles 4.3 5 4 4 5 5.4 6 5 5 6 1.8 1 1 4 1 4.7 13

0500 Fishing, aquaculture and service activities related to fishing 4.5 4 5 4 5 5.1 5 5 5 6 2.8 1 1 4 4 4.6 14

1730 Manufacture of knitted and crocheted fabrics and articles 5.9 6 6 5 7 4.3 5 5 2 4 5.0 7 1 4 7 4.6 15

2929 Manufacture of special purpose machinery 4.6 5 5 3 5 5.1 6 5 4 5 2.6 4 1 1 4 4.6 16

1810 Manufacture of wearing apparel, except fur aparel 5.9 7 5 5 7 4.3 5 5 2 4 4.2 4 1 7 4 4.5 17

2520 Manufacture of plastics products 3.9 4 4 3 4 4.9 5 5 4 6 3.0 1 1 1 7 4.4 18

3210 Manufacture of electronic valves and tubes and other electronic components5.3 3 6 5 7 4.5 3 5 5 5 2.6 1 1 7 1 4.3 19

1711 Preparation and spinning of textile fibers; weaving of textiles 4.5 3 5 5 5 4.7 5 5 4 4 1.6 4 1 1 1 4.2 20

0140 Agricultural and animal husbandry service activities 4.4 6 4 3 4 4.1 6 4 2 3 4.2 1 4 7 4 4.1 21

2320 Manufacture of refined petroleum products 3.5 3 5 1 4 4.3 4 5 3 5 3.2 4 1 7 1 4.0 22

3130 Manufacture of insulated wire and cable 3.7 4 4 2 4 3.5 4 3 4 3 2.6 4 1 1 4 3.4 23

1531 Manufacture of grain mill products 3.6 5 4 3 2 3.1 4 3 2 3 3.8 4 7 1 4 3.3 24

0111 Growing of cereals and other crops n.e.c. 2.8 3 2 4 2 2.8 3 3 2 2 4.4 4 7 7 1 3.1 25

1010 Mining and agglomeration of hard coal 3.6 6 4 2 2 2.2 3 2 2 1 3.4 4 1 4 4 2.6 26

3511 Building and repairing of ships 2.8 3 3 2 3 2.2 2 2 3 2 4.0 7 1 4 4 2.6 27

1532 Manufacture of starches and starch products 2.5 2 3 3 2 2.1 3 2 1 2 4.2 1 4 7 4 2.4 28

1410 Quarrying of stone, sand and clay 2.6 3 3 2 2 2.2 3 2 2 1 3.4 4 1 4 4 2.4 29

2710 Manufacture of basic iron and steel 3.2 3 4 2 4 2.4 3 3 1 2 1.8 1 1 4 1 2.4 30

0200 Forestry, logging and related service activities 2.7 4 3 3 1 2.4 3 2 2 3 1.6 4 1 1 1 2.3 31

2010 Sawmilling and planing of wood 2.6 4 2 4 1 1.8 2 2 1 2 2.2 7 1 1 1 2.0 32

2029 Manufacture of other products of wood; manufacture of articles of cork and straw2.1 1 3 3 1 1.8 2 2 1 2 1.6 4 1 1 1 1.8 33

Fledgling exporters

3699 Manufacture of pens and pencils; costume jewellery 1.0 1 1 1 1 4.4 5 4 4 5 2.6 4 1 1 4 3.6 2

Green technology products (consumer items) 1.0 1 1 1 1 5.3 7 3 7 7 4.2 4 1 7 4 4.5 1

Domestic industries

6301 Cargo handling for land transport 2.5 1 3 4 2 4.1 5 4 3 5 3.0 4 4 4 1 3.7 1

3720 Recycling of used plastic materials 1.7 1 2 2 2 3.8 1 5 5 4 4.6 1 1 7 7 3.6 2
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The triage is expected to result in the selection of about a dozen or so sectors for a more detailed 

diagnostic to choose the final sector portfolio of three to five sectors that: 

 demonstrate latent comparative advantage, given the country‘s endowments; 

 have the potential to exploit opportunities in market segments resulting in an acceleration 

of growth; 

 show evidence that addressing a focus on the provision of information, coordination of 

hard and soft infrastructure improvements, and compensation for externalities is likely to 

result in significant growth in the sector; 

 offer a range of products and services in different market segments to allow for the use of 

randomized controlled experiments to test the effectiveness of focused support before 

scaling up these policies and interventions; and 

 have the ability to act as lead sectors in promoting a gradual expansion of domestic value 

added in their total output. 

These kinds of criteria require a more intensive review and appraisal of the actual and potential 

role of the candidate sectors. The required analysis is more resource intensive. One key element 

in the in-depth diagnostic is the sector‘s upgrading potential, the ability to innovate. To climb up 

the competitiveness ladder will require improved processes to reduce costs and upgrade quality, 

new products, better management, and access to new and greater share in existing markets. The 

analysis in the final round will also include an assessment of the sectors‘ ability to ―lead‖ growth 

in the economy as a whole. 

The CAM remains as the organizing framework; however, each score, in particular for future 

performance, now reflects a deeper analysis. The assessment objective assesses the sectors‘ 

prospects for upgrading and growth. The information, partly derived through more detailed quan-

titative analysis, particularly for exports, will be used to refine and revise the forecasts of future 

performance and the appropriate revision of the corresponding scores.  

The analysis of the upgrading potential analysis relies more heavily on interviews with industry 

experts as well as benchmarking against competitors. The in-depth analysis is therefore likely to 

reveal nuances that previous analyses might have overlooked. Evaluation of the sector‘s upgrad-

ing potential will focus on each sector‘s potential for export growth, allowing the analyst to re-

vise earlier scores assigned to future export performance, and subsequently to the other criteria in 

the second and third pillars of the appraisal. As a result, future performance scores and overall 

ranks for the dozen or so shortlisted sectors will result in the identification of a portfolio of three 

to five highest-ranking sectors for the Detailed Sector Analysis in Step 2 (described in Part II of 

this handbook). 

The output of this assessment will be revised scores for future performance and contribution to 

national development objectives, as appropriate, and the identification of three to five target sec-

tors.  
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Step 1.3: Assessment

Choose 3-5 target sectors based on 

ranking
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Upgrading potential is ability of a sector to increase its competitiveness to respond to new mar-

ket opportunities. That ability is linked to continuous innovation to improve products and 

processes, lower costs and improve the quality of the goods and services produced:  

Four types of firm-level upgrading are generally distinguished: 

 Process upgrading refers to the increase in production efficiency that results in either 

greater output for the same level of inputs or the same level of output from fewer inputs, 

that is, reduces costs per unit of the good or service. Process upgrading may be come in 

the form of improved organization of the production process or the introduction of im-

proved production or marketing technology. 

 Product upgrading entails improving the quality of a product, making it more desirable to 

consumers, thereby expanding market share or being able to command a higher price. 

 Functional upgrading: entry of a firm into a new, higher value-added level of the chain, 

which moves the firm closer to the final consumer, requires the firm to take on new func-

tions, and allows it to get higher unit price per product. 

 Channel upgrading: entry of a firm into a channel leading to a new, higher value-added 

end market. 

Analysis of upgrading potential will help practitioners evaluate whether the sector will be able to 

take advantage of market opportunities, increase existing market share, and be competitive in 

international markets. In order to evaluate upgrading potential of the sector practitioners will 

need to answer the following key questions: 

 How the sector is currently positioned against key competitors, in terms of key productiv-

ity metrics (production efficiency, cost, quality)? How large are the current productivity 

gaps compared to competitors and do industry experts believe that this sector has poten-

tial to bridge these gaps and be internationally competitive?  

 How attractive is the sector in the eyes of outside players, such as buyers, investors and 

industry experts. Are there strong incentives and specific opportunities for upgrading as 

evidenced, for example, by growing market demand, buyer interest, investor interest, etc? 

 Do international investors see this sector as having growth potential and can it meet in-

vestor requirements? 

 

The following tools will aid researchers in answering these questions and revising future perfor-

mance scores:  

 

 Productivity Benchmarking: to understand sector‘s productivity gaps compared to key 

competitors.  

 Competitive Position Analysis and Cost Benchmarking: to reveal sector‘s competi-

tiveness in the eyes of international buyers. 

 Investor Requirements Assessment: to analyze sector‘s potential to meet requirements 

of international investors. 
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Question

• How efficient is the 
production process in the 
industry compared to its 
competitors as revealed 
by standard proxy 
indicators of firm-level 
productivity?

Data Input

• Desk research and 
industry expert 
assessment of proxy 
indicators of firm-level 
productivity.

Process

• Desk research, industry 
analyses and consultant 
reports.

• Interviews with 1 
international and 1 in-
country industry expert. 

• Duration: 2weeks

Output

• Comparison of 3-5 
productivity indicators for 
the sector and competitor 
country.

• Expert assessment of 
competitive potential and 
productivity improvement 

Productivity benchmarking allows practitioners to benchmark 

sector productivity against the global industry standard (de-

fined as performance of a leading producer in a particular in-

dustry) or performance of a top competitor country. The ben-

chmarking exercise is based on comparison of proxy firm-level 

productivity indicators for each sector. These proxy indicators 

will differ by sector and will be those firm-level performance 

characteristics which are considered to be benchmarks of in-

dustry productivity by industry experts. Examples of such indi-

cators for different sectors may include output per unit of input, 

rejection rates, waste rates, production capacity utilization rates, 

and others as shown below. 

The tool methodology is based on the assumption that industry 

experts both international and in-country will easily be able to 

identify 1-2 proxy ―rule of thumb‖ indicators of firm-level 

productivity in this sector and compare it to a global standard 

or a competitor country. They will also be able to access the 

sector‘s potential to bridge the productivity gaps and compete 

internationally. Although, these assessments are qualitative and 

depend on the judgment of the person interviewed, industry 

experts are intimately familiar with the latest trends and what it 

takes to succeed in the sector. Therefore their judgment should be weighted more heavily than 

desk research. Such analysis allows for rapid assessment of industry productivity in the absence 

of opportunity to conduct firm-level interviews which will take place during Step 2.  

The analysis is based on desk research and interviews, usually on the phone, with industry ex-

perts, both in –country and internationally, and their qualitative and quantitative (were appropri-

ate) assessment of industry performance. Researcher should use the interview checklist and fol-

low the research process outlined below:  

  

Task 1: Identify an internationally recognized performance efficiency benchmark  

 

Identify an efficiency benchmark for a particular sector and a country that should serve as a 

benchmark. This information can be obtained from: 

 

 Review of industry studies, consultant reports, market analyses or other desk research fo-

cusing on performance of this industry globally or in benchmark countries. 

 Interviews with international industry experts (World Bank industry experts, industry de-

velopment consultants, private sector development specialists, market analysts or buyers). 
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Box 20: Examples of Firm-Level Productivity Indicators 

Apparel: 

 Delivery time 

 Fabric yield per garment (waste rates) 

 Final product rejection rates (industry aver-

age) 

 Number of garments produced per sewing 

machine per shift or per operator 

 Sewing floor efficiencies and workflow op-

timization 

 Systems for quality control in process in 

place 

 Fabric origin and sourcing logistics (fabric 

cost per meter at factory gate) 

 Vendor compliance with environmental and 

quality standards 

Agriculture and agribusiness: 

 Yield per hectare 

 Processed volumes per hour of labor 

 Product waste rates 

 Percent of product lost in postharvest han-

dling 

Manufacturing: 

 Lean manufacturing: resource use efficien-

cy (reducing amounts of production inputs) 

 Waste rates (in time and in materials) 

 Production steps consolidation: number of 

production steps per final product 

 Factory capacity utilization (machine down-

time) 

 Delivery time/late delivery rates 

 Final product rejection rate 

 Workforce absenteeism 

Services: 

 Customer satisfaction 

 Number of repeat clients 

 Capacity utilization/occupancy rates 

 Sales per hour worked 

Tourism:  

 Hotel occupancy rates 

 Length of stay 

 Number of tourists 

 Tourist average spending per day  

Source: DAI team research and interview with Thomas Kenyon, World Bank 

 

 

Task 2: Collect corresponding performance data for the target country through: 

 

 An interview with an in-country industry expert or industry association; 

 Review of prior studies in country (value chain analyses, consultant reports, etc); and/or 

 Consulting other sources of data, such as the FAO, national statistics agencies in country, 

national-level ministries, etc. 

Output of the tool will be a comparison of several firm-level productivity indicators for the target 

sector and a benchmark country as illustrated in the example below, as well as industry expert‘s 

qualitative judgment of how competitive the sector is and what are the opportunities for closing 

the existing productivity gaps. Whenever possible, researchers should calculate sector‘s current 

productivity as percentage of benchmark country‘s performance for easier sector comparisons. 
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Box 21: Example - Benchmarking Productivity of Apparel Industries in India and 
China 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: McKinsey & Company. (May 2004). Importance of sector level perspective: findings and methodology of the McKinsey Global 

Institute. Powerpoint presentation at Workshop with PREM. 
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PRODUCT MARKET BARRIERS HAMPER THE EFFICIENCY 

OF DOMESTIC APPAREL 

Source: NIFT survey American Apparel Manufacturers Association

Barriers

• Small-scale industry 

reservation in apparel and 

textile

• Non-level excise duties on 

textiles

• Red tape in customs

Average rejection level

Percentage

Low scale 

Machines per factory 

India

China

50

500

India

China

3.3

1.8

Interview Checklist 
 

 What are the top 3-5 industry standard production efficiency benchmarks for 

the sector? 

 Which country should serve as the benchmark?  

 In your professional judgment how feasible will it be for the sector to bridge 

the current productivity gap given the global trends and competitive land-

scape within the industry? Based on industry‘s current capabilities what 

could realistically be achieved in terms of improving productivity indica-

tors?  

 Do you see this sector as having growth potential and being able to compete 

internationally?  

 On a scale from 1-7, how would you rank the sector‘s potential for export 

growth? 
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Desk Research Sources 
 

 Industry studies, consultant reports, and market analyses for the sector inter-

nationally. 

 In-country value chain analyses, donor and government studies, international 

organizations, and consultant reports. 

 Relevant industry associations in-country and internationally. 

 National statistics agencies and relevant ministries. 

 Fee-based industry performance databases for the relevant sector, if exist. For 

example, http://www.bmanalysts.com/site/  

  

http://www.bmanalysts.com/site/
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Question

• How competitive is the 
industry compared to 
competitors in the eyes of 
international buyers?

Data Input

• International buyers' 
assessment of sectors 
competitive position via 
interview checklist

Process

• Interviews with 2-3 
international buyers. 

• Duration: 1-2weeks

Output

• Sector cost benchmarking 
against key competitors 
and buyer qualitative 
assessment of sector's 
competitive potential

To supplement the productivity benchmarking, Competitive 

Position Analysis and Cost Benchmarking tool is designed to 

evaluate the attractiveness of the sector in the view of interna-

tional buyers (for example, importers, wholesalers, agents, 

etc.) particularly in terms of cost and other criteria that are im-

portant to them. As opposed to productivity benchmarking this 

tool relies exclusively on interviews with international buyers. 

Given the difficulty in scheduling such interviews it might not 

always be feasible to carry out this analysis, in which case re-

searchers should rely on the Productivity Benchmarking and 

Investor Requirement Assessment tools. 

The competitive position analysis also includes a more in-

depth assessment of the export performance. While the triage 

accepted overall participation in the world‘s export markets as 

a criterion, the in-depth analysis of the shortlisted sectors 

needs to explore the export performance in selected export 

markets. For example, in the case of Vietnam, the analyst 

would look at the performance of exports in the US market, 

Japan, China, and perhaps Europe. For Moldova, say, the Eu-

ropean and the CIS markets should be explored in more detail. 

In fact, in the EU, the analysis may break it down by country. 

Task 1: If possible, conduct interviews with 2-3 international buyers  

Conduct interviews and solicit their assessment about how the industry performs vis a vis its 

competitors on various criteria that are important to them. The level of detail a buyer may be able 

to provide will vary. It may include sourcing price comparison, quality assessment, delivery time 

comparison, or a more detailed breakdown of producer costs as compared to competitor coun-

tries illustrated in the example below. Researchers should use the following interview checklist 

as a guide. 

 

Interview Checklist 
 

 What is the basis on which the sector competes, price, quality, etc? 

 Do you currently source from the target country and why? If not, why not and what 

would get you to switch from your current suppliers?  

 How does the sector compare to competitors in terms of price? What are the key cost 

elements of production and how does the cost structure for the target industry com-

pare to its competitors? 

 What are other critical buyer requirements in this industry and how does this sector 

perform compared to competitors? 

 What is required for this sector to be competitive internationally? 

 On a scale from 1-7, how would you rank the sector‘s potential for export growth? 
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Task 2: Analyze buyer feedback  

Analyze feedback to derive insights into sector‘s potential to compete and opportunities for up-

grading. Assessing buyer interest in the country as a potential supplier will also be important for 

evaluating the strength of market demand that is likely to create incentives for upgrading within 

the sector.  

Box 22: Example - Competitive Position and Cost Benchmarking Analysis for In-
donesian Apparel Industry 

Price and delivery time are both important to apparel buyers. Critical element of cost in apparel produc-

tion is fabric cost. In this example below Cambodia achieves a better cost by using Chinese fabric, with a 

slightly longer delivery time. Indonesia could improve its pricing if it used Chinese fabric. However, deli-

very time would take longer as well. This analysis was based on interviews with 15 international buyers. 

 

 
Source: DAI. (January 2008). End Market Study for Indonesian Apparel Producers.  
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Question

• What are the industry’s 
critical requirements and 
success factors from 
investors perspective?

Data Input

• Assessment of 
international investors via 
interview checklist

Process

• Interviews with at least 5 
international investors 

• Duration: 1week

Output

• Investors' judgment and 
ovservations about the 
industry's potential to 
attract investment and its 
performance against key 
investor requirements

Investment serves as a critical enabling factor for industry up-

grading and economic growth through introduction of new 

technologies, enabling knowledge spillovers and creating in-

centives for upgrading through demonstration effects. Assess-

ing investor requirements for a particular sector and under-

standing how the target sector is positioned in terms of its abil-

ity to deliver on these critical factors is important for evaluat-

ing sector‘s potential for upgrading and as a result growth. The 

key questions investor requirements assessment will help prac-

titioners answer is whether international investors see this in-

dustry globally as having potential to grow and attract more 

investment and whether the country has potential to offer the 

key factors that an investor is looking for. Therefore, analysis 

will touch upon global investment trends, sector‘s current at-

tractiveness to investors and critical requirements from inves-

tor‘s perspective.  

The analysis is based primarily on interviews with internation-

al investors. These may include multinational corporations, 

investment banks, and investment experts from the World 

Bank and IFC experts. Output of the tool will be qualitative 

observations make by investors interviewed which will inform 

the overall analysis of sector‘s growth potential and future performance. Researchers will use the 

following interview checklist to gather appropriate information: 

 

 

  

Interview Checklist 
 

 What is the sector‘s cost of capital (country‘s basic interest rates are used as 

proxy)?  

 Has this sector been attracting growing number of investment globally in re-

cent years? Is this trend likely to continue? 

 What are the top 5 requirements that an international investor in this sector 

is looking for? Can the sector in the country in question offer these require-

ments? How does it compare to other countries with the same sector? 

 Does the sector have regulations currently restricting foreign investment? 

Are there any incentives available to foreign investors? 

 What is the current level of investment in this sector in the target country? 

Has it been growing in recent years? Is this likely to continue? 

 Do you know of any upcoming/planned investments in the sector?  
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Result of the assessment: Choosing three to five target sectors 

Analysis of upgrading potential will further inform future performance of the 10 sectors eva-

luated. Practitioners will assess sector‘s competitive potential in export markets, potential to 

close productivity gaps, existing incentives for upgrading, and potential to attract investors. Re-

searchers will use their judgment and assessments of industry experts interviewed to revise their 

assessment of sector‘s future performance including scores for exports, value added, employ-

ment and investment.  

A critical element of this judgment will be assessing whether potential productivity improve-

ments will lead to significant enough growth within the sector. For example, a productivity per-

formance estimated at 30% of global benchmark might be difficult to improve within the near 

term. At the same time, an industry that is very close to competitors in terms of productivity per-

formance might not offer a lot of room for further improvements and growth. Sectors that are 

benchmarked to perform currently at about 60-70% of global standard are likely to offer the 

highest potential for growth, provided other conditions are in place in terms of market demand 

and upgrading opportunities.  

To guide their decisions, practitioners may evaluate the following questions as a guide:  

 

 Is there reason to believe that strong market demand, as evidenced by buyer and investor 

interest in the industry, combined with potential productivity improvements will generate 

strong supply response from the sector? Are there incentives for the sector to upgrade? 

Are there critical gaps in terms of technology and capabilities that cannot be overcome? 

 Are productivity gaps so large that there is no reason to believe the sector can catch up, 

based on experiences of competitor countries? Or, alternatively, does experience from 

competitor countries indicate potential for rapid productivity growth? 

 What are the global trends that might inform potential for upgrading? Such as changes in 

global value chain governance, changes in global distribution channels and buyer re-

quirements?  

 Are there opportunities to the sector to access technology necessary for upgrading? 

 Is there potential for a catalytic investment that may transform the sector? 

 Can results of upgrading in terms of export growth be seen in the next few years or is this 

a longer term process? 

Since time and resource constraints ruled out the kind of assessments for our example of Viet-

nam, the choice for now would be the top three ranked sectors, plus the two top sectors from the 

fledgling exporters and domestic industries. 
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At the end of Step 1, the CI practitioners will have selected three to five sectors with growth po-

tential. Although mostly a desk study, Step 1 should have included a preliminary consultation 

with stakeholders, including government officials and industry representatives. During Step 2, 

the boundaries of the CI practitioners will widen to include public and private champions for 

competitiveness, as analysis – while still rigorous – begins to play an important role in ―convinc-

ing‖; i.e., making the case for change. Step 2 comprises an action-oriented set of processes and 

tools resulting in: 

 a sense of ownership by stakeholders who have participated fully in the Step 2 process,  

 the development of an appropriate upgrading strategy for a narrow product segment, 

 the identification, analysis, and prioritization of constraints to growth, and  

 the setting of realistic growth and performance targets.  

 

Many of the tools used in Step 2 are derived from competitive analysis techniques – originally 

developed by business strategists and subsequently adapted and applied to the developing coun-

try context.
34

 Step 2 also incorporates an increased emphasis on interaction with stakeholders. 
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For competitiveness partnerships to produce results, an atmosphere of trust and a well-managed 

process are critical success factors. The Step 2 process has been designed carefully to fit with an 

organized, yet flexible, schedule of stakeholder consultations, where information gathered by the 

team is shared, validated, and used to advance discussions towards the next action phase.  

The approach taken represents an attempt to operationalize many of the principles developed in 

the Growth Diagnostics and Growth Identification and Facilitation approaches of Rodrik, Haus-

mann and Lin. Essentially: Lin recommends using comparative advantage and endowments to 

frame a growth strategy and using comparators to set realistic targets, Rodrik stresses the itera-

tive nature of the ―discovery process‖ and the importance of cost information, and Haussman 

offers in his Growth Diagnostic tool a number of useful insights for identifying and analyzing 

constraints. The Growth Diagnostic framework proposes a decision tree, which is reproduced in 

the top half of Figure 1. Three of the ―root causes‖ of low growth fall into the realm of macroe-

conomics, or are otherwise not generally addressable at the sector level (e.g. fiscal instability and 

low domestic savings). However, the seven sectoral items (circled in the diagram) are useful 

constraint categories when working at the sector or product segment level. An adaptation of 

these categories is used to organize and rank constraints during the Step 2 Analysis. 

Figure 11: Growth Diagnostic Framework 

 

 

Source: Adapted from: Hausmann, R., Klinger, B., & Wagner, R. (2008). Doing Growth Diagnostics in Practice: A 'Mindbook'. CID 
Working Paper, Harvard University.
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Especially for the design phase of a project, drilling down to uncover the ‗binding constraint‘ 

limiting growth in a particular segment may be far more helpful than providing a broad smorgas-

bord of observed obstacles. Obstacles abound, yet projects that are well-designed will not seek to 

overcome them all. Rather, successful projects will persistently address and unlock a small set of 

truly binding constraints
35

. Just as Step 1 presented a set of tools and tasks designed to help prac-

titioners fill out a Competitive Appraisal Matrix (CAM), Step 2 organizes a process for building 

and using the Competitiveness Constraints Matrix (CCM), presented in Figure 12 below.  

Figure 12: The Competitiveness Constraints Matrix (CCM) 

 

The challenge in Step 2 is in defining a robust, clear set of elements to populate the vertical col-

umn (the critical success factors) and in ensuring that the constraints listed in the body of the ma-

trix are precisely defined. Every task, tool and stakeholder meeting in Step 2 is designed to pro-

duce and refine the elements which will populate the CCM to allow for a high level of confi-

dence in its output – the prioritization of constraints.  

As discussed earlier in the overview, Step 2 is divided into three sub-steps: 2.1 defining the mar-

ket structure and dynamics, 2.2 conducting a gap analysis, developing an upgrading strategy and 

ranking constraints, and 2.3, conducting in-depth analysis for priority constraints and setting tar-

gets. Each sub-step includes a stakeholder meeting to present and validate the results of the anal-

ysis and set the stage for the next phase of the analysis. Facilitator guide along with the tools 

used in each sub-step are included in chapter 3 below. 
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Step 2.1 Market structure and dynamics 

The first phase identifies global market demand trends and characterizes the international and 

domestic market structure, assesses in-country production capacity, and evaluates the readiness 

for (or advancement of) a fruitful public-private dialogue. During this phase constraints (and op-

portunities) are identified in their ―raw‖ form. There are three analytical units, with expected 

outputs as follows:  

 The team conducts an end market analysis in order to (a) identify which product seg-

ments from the candidate sectors have the most potential for growth, and (b) build a list 

of critical success factors, as defined by international buyers, potential investors, and in-

dustry experts well-versed in global best practices for the product segment in question.  

 The team conducts a value chain mapping. The mapping serves two direct purposes, 

which are (a) to identify key stakeholders from the value chain and (b) identify a prelimi-

nary, ―raw‖ list of constraints and opportunities. The mapping also serves several indirect 

purposes, by making it easier to collect data points linked to employment, product vo-

lume, prices, terms and conditions, productivity, value added, costs, etc. The mapping 

exercise also provides qualitative insights into the relationships between actors and the 

incentives (or lack thereof) for upgrading along the chain. 

 The final exercise in this first phase is a dialogue and coordination analysis, which 

seeks to evaluate how effective public and private institutions are at coordinating res-

ponses to key challenges and implementing new visions at the sector level. The analysis 

looks at capacity and willingness along the public-public, private-private, and public-

private dimensions, and assesses whether the conditions for a fruitful dialogue are in 

place or can be constructed.   

Stakeholder meeting #1 is held at the end of the first phase of analysis. Selection of 

product segments are validated, and separate working sessions may be organized per 

product segment. Results of the end market analysis are shared with a positive emphasis on the 

opportunities for growth. Stakeholders are then asked to generate a list of ―raw‖ constraints; 

these are categorized, working groups are formed, and a date for the next meeting is set.  

Step 2.2 Gap analysis, upgrading strategy, and constraints ranking 

Sub-step 2.2. is at the heart of Step 2 and as such, comprises the most important elements of CI 

project design. Each of the three elements in this sub-step fit together: the gap analysis informs 

the stakeholders as they make choices about the most appropriate upgrading strategy; the choice 

of upgrading strategy and the size of the gaps determine the outcome of the constraints ranking 

exercise.  

 The team will conduct a cost, productivity, and quality benchmarking exercise, and pro-

duce a gap analysis using a data from the global market analysis on the performance of 

peer country(ies) or best-in-class segments. The selection of peer and comparator coun-

tries is important, and affects the constraint ranking. Data availability can be a serious ob-

stacle in this exercise, both in the target segment and for comparators. 

 In consultation with industry specialists, the team will sketch out a preliminary upgrad-

ing path for the target product segment, to be used as background information for team 

members as they facilitate Stakeholder meeting #2. This process further prioritizes the 

constraints and helps to define them in specific, addressable, terms.  
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 The team will then use the Competitive Constraints Matrix to come up with a ranking of 

constraints based on three criteria: (1) evidence of ―symptoms‖ common to binding con-

straints, (2) the importance of the gap between the target segment‘s performance and the 

performance of the segment chosen as comparator, and (3) the contribution of each con-

straint to the gap. Constraints are weighted against the set of critical success factors 

which were developed in phase 1, and ranked by importance.  

Stakeholder meeting #2 can be held during, or at the end of, sub-step 2.2. Results of 

the benchmarking and gap analysis are shared, and these are used to develop an up-

grading strategy for the target product segment. In light of the upgrading strategy, the 

list of constraints generated at Stakeholder meeting #1 is reviewed and refined.  

Step 2.3: In-depth analysis of priority constraints and setting targets 

Now that constraints have been ranked, the team will analyze only the binding constraints, apply-

ing one or more of a set of in-depth analytical tools listed below. These are designed to further 

break down the causes of constraints and develop strategies to remove them. Practitioners may 

use only the selected few tools most relevant to the indentified constraints.   

 for policy and regulatory issues, the Competitive Impacts of Business Environment 

Reform (CIBER) tool assesses the costs of current regulations on specific actors in the 

segment;  

 for workforce, a skills gap analysis looks at jobs, skills needed, and what is missing  

 for infrastructure, a review covers upstream services, logistics performance, and quality 

infrastructure;  

 for access to finance, the tool looks at supply of services, the presence of viable invest-

ment and lending opportunities, and products that would close the gap;  

 for innovation, a mapping tool is used in combination with stakeholder participation to 

analyze the linkages that drive innovation in the industry. 

For the sixth constraint category included in the matrix, industry collaboration, the tool does 

not contain a methodology for analysis, but rather a set of facilitation principles and meeting 

guides. These are designed to help the CI practitioners address possible coordination failures, of 

all types but especially private-private. 

Sub-step 2.3 is also used to set targets, based on information generated during the end market 

analysis, value chain mapping, and dialogue and coordination analysis.  

Stakeholder meeting #3 is held at the end of the Step 2 process. Here, the results of 

the constraint ranking exercise are shared and validated with stakeholders. For the 

analysis of the binding constraints, preliminary data may also be shared. The outcome 

of stakeholder meeting #3 is a clear agenda for reform, including growth targets and a mechan-

ism for public-private coordination. This meeting launches the implementation phase.   

Figure 13 below illustrates the analytic deliverables from each stage of Step 2. Just by glancing 

at these it becomes clear how interrelated they are and how much the quality of analysis in one 

phase affects the quality of data in the next. It is recommended to keep a visual of these outputs 

handy, in a format which allows them to be viewed, discussed, and continually refined during the 

process.  
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Figure 13: Sample outputs of analysis at each stage of Step 2  
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This section walks the reader through a real-life example of the Step 2 analysis, in order to better 

understand how each phase is linked to the other, how important stakeholder participation is to 

the process, and how key decisions involve inputs from a variety of the Step 2 tools.  The exam-

ple is critical to understanding how the Competitiveness Constraints Matrix (CCM) works; it is 

populated with data based on real information from an ongoing CI initiative in Jordan. Readers 

can refer to this example as they construct their own CCM.  This example also illustrates the 

process for setting targets. Readers should note that while the data is real, this example is used 

for illustrative purposes only – it should not be interpreted as advice for the Jordan CI team or 

medical tourism segment. 

In this example, the medical tourism segment has already been selected, and the analysis begins 

with the critical success factors already identified. The team of analysts will use value chain 

mapping, benchmarking, and constraints analysis to agree with stakeholders on the best upgrad-

ing strategy for the segment.  The ―new‖ element of analysis introduced in this section is the 

constraints analysis, which uses a numerical ranking process to determine which constraints are 

binding.  The example also shows how the choice of a comparator affects the ranking of con-

straints.  

Consultation with tourism industry experts and medical tourism facilitators in best practice coun-

tries allows the research team to develop a list of critical success factors (CSF), as shown in Ta-

ble 1 for the case of medical tourism in Jordan. This can also be derived for many industries 

from a literature search, but should in that case be validated with an industry specialist before 

finalizing. This list of factors is a valuable tool in selection of specific segments (e.g. products or 

services) and demand targets (e.g. geographic origin and/or socioeconomic profiles of custom-

ers), especially if it is being done in tandem with the value chain mapping, which gives insights 

about the country‘s capacity along the main CSFs. 

Table 1: Critical success factors for medical tourism in Jordan 

 

Critical Success Factors 

Importance by Target Market 

US, EU, Russia Middle East 

Strong brand image as a location with high 
medical standards 

HIGH HIGH 

Operating at best practice level regarding medi-
cal safety and technology 

HIGH HIGH 

Cost of comparable quality medical care signifi-
cantly below EU & US (30-50% lower) 

HIGH MED 

Perception of political stability in the country and 
the region 

HIGH MED 

Bundled medical and religious/spiritual offerings LOW MED 

Seamless one-stop interface with customer  MED MED 

High-end after-care facilities meeting interna-
tional standards 

LOW LOW 
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Mapping a service offering is very different from building a map for agriculture or manufactur-

ing. In this case the analysts took each stage of the traveler‘s experience and mapped the busi-

nesses active in each of these categories. 

Figure 14: Tourism value chain for Jordan, including constraints and opportuni-
ties 

 

 
Source: CPI analysis. Adapted from the Customer Experience Model, OTF Group 

While this example covers the tourism sector in general, once a specific segment is being consi-

dered, a more detailed, segment-specific version can be developed, as shown below. 
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Figure 15: Segment-specific value chain map for Jordan – medical tourism 
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This tool will facilitate systematic thinking as the research team evaluates the strengths and 

weaknesses of Jordan as a candidate for rapid growth in medical tourism, helping them to quick-

ly focus in on specific constraints and opportunities. Building the map is also necessary to devel-

oping a complete invitation list – representative of actors in the value chain - for stakeholder 

meetings. 

In the case of Jordan, there are a number of competitiveness initiatives already ongoing, and 

there are also clear public and private stakeholders (such as the Ministry of Tourism, the Jorda-

nian Tourist Board and the Jordanian Investment Board) with an expressed interest in developing 

this segment.   In this case the team might not choose to conduct a full-fledged Dialogue and 

Coordination analysis (as described in the tools section) but rather to focus on certain elements - 

such as the conditions for constructive dialogue, the presence of champions in the public and pri-

vate sector, and the capabilities and resources to be contributed by each group. 

Jordan Medical Tourism Stakeholder Meeting # 1 

The objectives of this stakeholder meeting (described in the tools section) are to 1) 

validate the critical success factors with stakeholders, and 2) create a list of ―raw‖ 

constraints.   

A meeting to discuss medical tourism should include core tourism players such as tourism au-

thorities, hotels, transporters and attraction planners, but also package facilitators specializing in 

medical tourism, medical directors and administrative managers from hospitals, clinics and nurs-

ing facilities; medical certification authorities and regulators (both public and private); professors 

from the hospitality management department at the top-ranked university and also from a leading 

medical school (specializing in popular medical specialties such as plastic surgery and/or medi-

cal administration/management/health economics). At the end of the stakeholder meeting, the 

team will have a preliminary constraints matrix, as shown in Table 2. 
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Table 2: Constraint Matrix for Medical Tourism in Jordan 

Critical Success 
Factors 

Policy/ Regula-
tory 

Workforce Infrastructure Finance Innovation Industry Colla-
boration 

Strong brand im-
age as a location 
with high medical 
standards 

  Shortage of 
qualified medical 
skills 

 Cultural bottle-
necks (attitudes 
on being paid to 
be hospitable) 

  Lack of financ-
ing available to 
sector 

 Not enough re-
search and in-
novation in 
medicine 

 Not enough spil-
lovers from 
state-of-the-art 
centers 

 Lack of more 
aggressive mar-
keting/ad cam-
paign to new 
markets, fo-
cused on safety 
and quality 

Operating at best 
practice level re-
garding medical 
safety and tech-
nology 

  Overall quality of 
medical falls 
short of best 
practices 

  Lack of financ-
ing available to 
sector 

 Not enough re-
search and in-
novation in 
medicine 

 Not enough 
spillovers from 
state-of-the-art 
centers 

 Insufficient 
coordination be-
tween universi-
ties, research 
institutions and 
hospitals 

Cost of compara-
ble quality medi-
cal care signifi-
cantly below EU & 
US 

 Medical li-
censing 

 Slow pro-
ceed-ings and 
lack of en-
forcement for 
malpractice 
cases 

   No malpractice 
insurance  

  Lack of industry 
collaboration to 
lower costs 
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Critical Success 
Factors 

Policy/ Regula-
tory 

Workforce Infrastructure Finance Innovation Industry Colla-
boration 

Perception of po-
litical stability in 
the country and 
the region 

 Government‗s 
inability to 
sustain re-
forms; lack of 
policy options 
to satisfy de-
monstrators  

     

Bundled medical 
and reli-
gious/spiritual 
offerings 

     Lack of innova-
tive product of-
fers cutting 
across other 
tourism seg-
ments 

 Insufficient col-
laboration with 
agents in reli-
gious/spiritual 
tourism sector 

Seamless one-
stop interface with 
customer  

     Lack of basic 
initiatives, such 
as go-to web-
site for informa-
tion on seg-
ment, offers 
etc. 

 Tourism indus-
try (facilitators, 
hospitals, ho-
tels, insurance) 
highly frag-
mented, lack of 
coordination 

High-end after-
care facilities 
meeting interna-
tional standards 

  Shortage of 
qualified medi-
cal skills  

 Cultural bottle-
necks (atti-
tudes on being 
paid to be hos-
pitable) 

 Lack of quality 
inputs (food, 
bed sheets, toi-
letries) 

 Lack of high-
end post-op 
hotels 

 Lack of financ-
ing available to 
sector 

  Hotel industry 
highly frag-
mented, lack of 
coordination  
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Once the constraint matrix has been filled out, the team should work to refine the statements of 

constraints to ensure that they are precise enough to be addressed individually, and do not 

represent simply a big bundle of problems. For example, the constraint on political stability is a 

mega-constraint that might benefit from more detailed treatment. 

Gap analysis includes three elements: critical success factor benchmarking, industry productivity 

benchmarking and firm-level productivity/cost benchmarking (see the Gap Analysis tool). The 

gap analysis has been applied to the medical tourism segment in Jordan, below, covering two of 

the three elements cited above: critical success factor benchmarking and industry productivity 

benchmarking. Firm level productivity/cost benchmarking are discussed in less detail since firm 

level interviews were not conducted for this analysis. The illustration below relies primarily on 

data available through desk research, and therefore has some gaps. During a full application of 

the tool, secondary data should be supplemented by qualitative information obtained through in-

terviews with buyers and industry experts.  

Choosing a benchmark country: A gap analysis starts with the identification of benchmark coun-

tries, based on the results of the end market analysis (which also identifies target markets and 

market segments). For Jordan, the end market analysis revealed that Jordan‘s main service offer-

ing in medical tourism segment is health-related medical tourism (bundled with cultural and oth-

er tourism attractions). This is the service where Jordan has strong existing capabilities and a 

competitive advantage, and can increase its market share. Although opportunities also exist in 

cosmetic surgeries and wellness tourism, medical tourism was chosen as the target segment. As 

industry analyses indicate, medical tourists are frequently accompanied by their family members. 

Jordan‘s available traditional tourist attractions (cultural and historic) become an additional 

competitive advantage for the medical tourism industry.  

Although the current largest market for Jordan‘s medical tourism (defined as tourists‘ country of 

origin) is the Middle East (Yemen, Libya, Palestine, Sudan, and others), the potential growth 

markets  have been identified as the US, EU, and Russia.  

The choices of target market and market segment determine the choice of a benchmark country. 

In the case of critical success factors benchmarking, Turkey was chosen as comparator country. 

Turkey may not be the top performer in the world‘s medical tourism industry, but it is Jordan‘s 

main direct competitor - it targets the same type of customers from the same target markets (par-

ticularly EU and Eastern Europe), has similar type of facilities, comparable price ranges and of-

fers similar types of traditional tourist attractions (cultural and historical sites), that may be bun-

dled with medical tourism offerings. 

For industry productivity benchmarking against a broader set of performance indicators, Jordan 

is benchmarked against the top performers in this industry worldwide: Singapore, Thailand and 

India, to allow for learning about general performance of the industry in terms of capacity and 

quality.  

In addition, although not the key benchmark regional competitors, Lebanon, Egypt, and Saudi 

Arabia, are also highlighted as potential competitors for Jordan.   

Critical success factor benchmarking: The first objective of the gap analysis is to determine 

how Jordan‘s medical tourism industry compares to competitors with regard to the critical suc-

cess factors identified during the end market analysis. These criteria are the requirements of end 
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buyers, in this case, international patients/medical tourists. Such a gap analysis comparing Jordan 

to Turkey is illustrated in the table below. It shows that the largest gaps are found in customer 

service and the country‘s political stability image. Meeting international standards for after-care 

facilities and inter-national brand image are other elements where Jordan falls behind. 

Table 3: Gap analysis for medical tourism for Jordan vs. Turkey 

 
Critical Success Factors 

Gap Analysis 

Jordan Turkey Gap 

Strong brand image as a location with high medical stan-
dards 

4 5 -1 

Operating at best practice level regarding medical safety and 
technology 

4 4 0 

Cost of comparable quality medical care significantly below 
EU & US 

5 5 0 

Perception of political stability in the country and the region 3 5 -2 

Bundled medical and religious/spiritual offerings 3 3 0 

Seamless one-stop interface with customer  2 5 -3 

High-end after-care facilities meeting international standards 3 4 -1 

    
1 = non-existent 4 = average performance 7 = excellent performance 

    

A critical success factor for the medical tourism industry is price of service, as identified in the 

list of factors above. A closer look at the cost of various medical procedures in Jordan and com-

petitor countries presents a useful analysis of Jordan‘s competitive position. These examples 

were derived from two previously conducted studies. The first example below illustrates selected 

procedures and estimated costs for several international medical tourism destinations with price 

range estimates for Jordan shaded in blue. Estimates for prices in Jordan vary, due to variability 

in charges per hospital in Jordan, as indicated by the author.  

Estimated Elective Surgery Costs Compared  

(US to Medical Tourist Countries with Jordan estimates highlighted) 

Procedure  Southeastern 
US Average 
Charge 

Anadolu 
Medical 
Center, Tur-
key 

Apollo Hos-
pitals, Ban-
galore and 
New Delhi 
India 

Bumrungrad 
International, 
Thailand  

CIMA 
Hospitals, 
Mexico  

Heart Bypass (CABG x4)  $144,317  $12,000 - 
$17,500  

$8,500 - 
$10,500  

$23,000 - 
$25,000 

$30,000 - 
$33,000  

Heart Valve Replacement  $177,665  $14,000 - 
$16,000  

$9,500 - 
$13,000  

$22,000 - 
$24,000  

$32,000 - 
$34,000  

Hip Replacement  $100,047  $11,500 – 
$13,000  

$7,000 - 
$9,500  

$11,000 - 
$14,000  

$11,500 - 
$12,500  

Knee Replacement  $65,918  $10,000 - 
$11,000  

$8,000 - 
$10,000  

$10,500 - 
$14,000  

$10,000 - 
$11,000  

Spinal Fusion  $103,761  $6,200 - 
$7,200  

$7,500 - 
$10,000  

$9,300 - 
$10,000  

$14,750 - 
$16,000  

Source: Beichl, L., (June 2009). Market Demand Assessment and Marketing Strategy for Medical Tourism 
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The second example below benchmarks Jordan to a set of other competitors in the region and 

internationally.  

Average Cost of Medical Procedure 

Procedure UAE India Thailand Singapore Jordan 

Heart Bypass $130,000 $10,000 $11,000 $18,500 $15,000 

Heart Valve 
Replacement 

$160,000 $8,000 $13,000 $12,500 $18,000 

Hip Replace-
ment 

$43,000 $9,000 $2,000 $12,000 $6,000 

Knee Re-
placement 

$40,000 $8,000 $10,000 $13,000 $8,000 

Spinal Fusion $62,000 $8,000 $7,000 $6,000 $15,000 
Source: Ministry of Planning and International Cooperation, Jordan. (2007). Jordan Competitiveness Report 2007.  

Both benchmarking examples indicate that Jordan is cost competitive compared to more expen-

sive countries such as the US or Singapore, but is in a similar price range to its more direct com-

petitors, such as Turkey.  

Industry productivity benchmarking: Price should be evaluated together with other important 

productivity indicators, such as quality and capacity. To inform analysis about the industry‘s 

overall performance efficiency and supplement the critical success factors benchmarking, an in-

dustry productivity benchmarking exercise was conducted. This benchmarking exercise uses ad-

ditional indicators of productivity specific to the medical tourism segment that were available 

through desk research.   

The following indicators of industry‘s capacity are used: number of foreign patients, annual 

growth rates in patient arrivals, number of hospital beds and physicians per 1000 people, and 

number of employees. (Other indicators of productivity in medical tourism that researchers may 

use include revenues per foreign patient and average spending per day.) 

Indicator Leba-
non 

Egypt Saudi 
Arabia 

Jordan Singa-
pore 

Thailand India Costa 
Rica 

# of foreign pa-
tients (medical 
tourists) (in 
2005) 

n/a n/a n/a 108,000 370,000 1,283,000 500,00
0 

n/a 

Average annual 
growth rate in 
arrival of medi-
cal tourists 
since 2001 

n/a n/a n/a 2% 25% n/a 35% n/a 

# of hospital 
beds per 1000 
people 

4 2 n/a 1.8 2.8 2.2 0.8 1.4 

# of physicians 
per 1000 
people 

2.98 1 1 2.1 1.4 0.358 0.597 1.32 

# of health sec-
tor employees 

14,500 216,000 148,000 40,000 n/a n/a n/a n/a 

Source: Ministry of Planning and International Cooperation, Jordan, (2007). Jordan Competitiveness Report 2007. 
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An important element of productivity benchmarking is the relationship between productivity and 

quality. Researchers should be mindful of the impact of particular productivity improvements on 

quality. For example, in the case of Jordan illustrated below, a larger number of physicians per 

1000 people in Jordan as compared to other countries might not necessarily indicate better quali-

ty and efficiency of service, since the industry overall is less competitive than for example in 

Singapore or Thailand. A more important benchmark of quality could be the number of interna-

tionally accredited hospitals, as shown below.  

 

Indicator Lebanon Egypt Saudi 
Arabia 

Jordan Singapore Thailand India Costa 
Rica 

# of internation-
ally accredited 
hospitals 

0 1 11 2 11 3 8 0 

Source: Ministry of Planning and International Cooperation, Jordan, (2007). Jordan Competitiveness Report 2007. 

Firm-level productivity and cost benchmarking:   Although firm-level productivity analysis 

and benchmarking were not conducted for this exercise, comparison of occupancy rates for the 

segments main service providers (hospitals), offers some indication of sector productivity. Inter-

views with industry experts would yield similar benchmark indicators for comparator countries. 

Hospital occupancy rates in Jordanian hospitals 

Average per industry 64% 

Specialized small sized hospitals 32% 

Non-specialized small size hospitals 24% 

Specialized medium sized hospitals 70% 

Non-specialized medium sized hospitals 39% 
Source: Ministry of Planning and International Cooperation, Jordan, (2007). Jordan Competitiveness Report 2007. 

There are a number of indicators that would be helpful, but were not available through a desk 

study; some of these could be gathered relatively easily in-country: 

 Number of universities with course offerings in tourism services or medical tourism ser-

vices 

 Number of after-care facilities 

 Percentage of independent medical travelers versus intermediary agent facilitated travel 

 Number of intermediaries/facilitators  

 Number of in-country hospitals/medical clinics with full-service medical tourism depart-

ments  

In addition, the following indicators can be used to assess the productivity of tourism service 

providers in the medical tourism industry: 

Qualitative indicators obtained through industry expert interviews: 

 Quality of food and entertainment (cable TV) in hospitals 

 Quality of hotels and other after-care facilities 

For hotels and restaurants: 

 Revenues per hour worked 
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 Gross profit percentage 

 Total costs and total revenues 

 Number of customers per employee 

 Number of bed nights per employee 

 Wage costs per employee  

 Number of ―movements‖ per hour worked for hotel front desk (where a movement is de-

fined as a check-in or check-out procedure)  

Readers should refer to the upgrading strategy development tool for examples of upgrading strat-

egies, and analysis frameworks that are helpful to use with stakeholders while developing up-

grading options, and formats for presenting key data that can help to evaluate pros and cons or 

―convince‖ important players. To arrive at an upgrading strategy, there are three sets of decisions 

that must be taken, shown in the table below with proposed options for Jordan: 

Decision needed Current approach Options for upgrading strategy 

What is the end goal? (i.e. which 
market, channel, or type of 
customer to target) 

Currently targeting medical 
tourists from the Middle East, 
in general medical tourists 
have ties to Jordan 

 Increasing market share in 
current target market 

 Expansion into larger growth 
markets (UK, US, Russia) 

On what basis will the industry 
compete in the chosen target 
market? (i.e., price, product 
differentiation, engaging in new 
functions) 

High quality of medical 
technology and procedures 

 

n/a 

 For the Middle East – bundled 
spiritual/medical offering, 
secondary tourism excursion 
products  

 For the US, UK and Russia: cost 
and convenience 

Action plan (i.e. how is the 
industry going to access the 
knowledge and technologies 
required for capacity 
improvements? 

n/a  Seek investment from partners – 
i.e., tour operators with 
experience marketing cultural 
offerings 

 Hospitals as driving factor for 
upgrading: full service 
departments and coordination 
with other actors. 

 

Based on the end market and gap analyses, it is clear that the main decision to be taken is wheth-

er Jordan should opt to increase market share with their current target customers (from the Mid-

dle East) or expand into larger and rapidly growing markets including the US, UK, and Russia.   

Jordan‘s current value proposition is based on a package that includes medical procedures and 

excursion packages (whether before or after care, or for family members), at reasonable cost, and 

considered to be of high quality.  

The matrix above suggests a couple of options: (1) Jordan could focus on its existing customer 

base by making improvements to areas of weakness, such as customer service, and work to inte-

grate cultural and religious aspects into a ―niche‖ offering; or (2) Jordan could opt to make a big 

bet, and a correspondingly large investment, on an expansion into new markets. An ambitious 
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upgrading plan might combine the two – focusing on expanding current market share in the near 

term (i.e., 12-18 months) and aiming to expand into new markets over a longer (i.e., five-year 

period). 

The rest of this case study assumes that the Jordan stakeholders choose the ambitious, two-staged 

approach, partly in order to illustrate how the chosen target market can affect the constraints 

analysis below. It is worth highlighting as well that further market research will be needed to 

support Jordan‘s entry into these new markets – each market has its own special characteristics 

and within each market there are numerous demand segments from which to choose . For exam-

ple, UK medical tourists highly value the convenience factor, when choosing Jordan as a destina-

tion. Convenience in this case comes with several dimensions: ease and speed with which they 

can travel to and enter Jordan, as well as more timely scheduling options (in their home country 

these customers might need to wait a year and half before scheduling a specialized medical pro-

cedure).  For the Russian market, less is known about preferences except that geography is a fac-

tor; this is also the fastest growing market of the three and would merit further examination.  

Jordan Medical Tourism Stakeholder Meeting # 2 

At this meeting, the team will share and validate results of the quality, cost and 

productivity benchmarking exercise.  Based on these results, the team will have 

noted down their own thoughts about what viable upgrading strategies might entail; however ra-

ther than ―telling‖ stakeholders what is the best strategy, facilitators will ask the participants to 

lead with their observations and proposal for upgrading strategies. Insights from interviews with 

buyers held during the benchmarking exercise, and other relevant data points, will be shared to 

contribute to the discussion and the thoughts process. A preliminary upgrading strategy will be 

the primary output of this meeting. The meeting may also be used to refine and revisit constraints.  

Setting targets 

Data that has been collected already through the end market study and gap analysis will be useful 

in constructing a plausible growth scenario for the Jordan medical tourism industry. Practitioners 

should build a conservative growth scenario looking at past trends and assuming the ―do nothing‖ 

scenario. Then, thinking about which customers to target or new markets to enter, some calcula-

tions can be made about an accelerated growth rate and realistic values can be estimated for the 

number of visitors, revenues, and employment in the sector that would result from this ―with-

upgrading‖ scenario. Practitioners will also want to work with stakeholders to build a prelimi-

nary causal model showing the link between the activities, outputs, and outcomes of the upgrad-

ing strategy. This will help clarify any differences of opinion about logical links between cause 

and effect and should also ensure that targets and indicators are achievable and related to activi-

ties. Below is a rough logic model showing the two-phased upgrading strategy that the Jordan 

stakeholders opted to pursue. 
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Figure 16: Preliminary logic model 

Activities Outputs Measurable Outcomes 

Short-term upgrading strategy 

Invest in bundled  medical and 
religious/spiritual offering 

Coordinate among sector 
actors to develop seamless 
one-stop interface with 
customer 

Bundled packages developed 
and available for purchase 

One-stop interface operated 
with participation by all major 
players; used by customers 

 

Increase in number of bundled 
packages available in market 

Increase (from baseline of zero)  in 
number of tourists purchasing the 
bundled packages 

Increase (from baseline of zero) in 
number of customers satisfied with 
the one-stop shop 

Medium Term upgrading strategy 

Support medical research 
collaborations, increased 
networking, and medical 
journal publications in new 
target markets 

Reduce costs for most popular 
medical procedures 

Aggressively advertise 
Jordanian Hospitals that are 
currently accredited in QHA 
Trent Accreditation (British-
based) and/or Joint 
Commission International (JCI-
US based) to target markets 

Seek accreditation for 
additional programs and 
providers to meet capacity for 
projected demand 

Build on the good practice 
instituted by some hospitals in 
Jordan to open a full-service 
medical tourism department 

Articles published 

Events attended 

Hospitals advertised 

Facilities accredited 

Full-service medical tourism 
departments created and 
operating 

Costs reduced 

Annual percentage growth in 
international medical tourists 
increases from current 2% to 3.25% 

Average cost of most popular 
medical procedures reduced by 
15% or more 

Number of accredited hospitals, 
increased from 7 to 10 

Number of accredited programs and 
providers increased from TBD to 
TBD (data for baseline not yet 
collected) 

Number of hospitals with full-service 
medical tourism departments, 
increased from TBD to TBD (data 
for baseline not yet collected) 

 

 

 

 

 

The logic model and targets will both benefit from further refinement. For example, the activity 

to develop a one-stop interface would need to be broken down into components, as it involves a 

number of sub-activities. As experienced practitioners are aware, getting coordination between 

players is no small matter.  Milestones could be developed which would show progress towards 

this goal, such as increased membership in industry associations that are playing a coordinating 

role. The ―industry collaboration‖ column of the constraints matrix is aimed at highlighting con-

straints of this nature; and it is interesting to see in the following section how often these types of 

constraints appear as highly ranked, priorities for intervention. 
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Below is an explanation of the procedure for obtaining a numerical ranking of constraints for 

medical tourism in Jordan by using the Competitiveness Constraints Matrix, shown below.  This 

approach has been developed with the goal of helping practitioners to think methodically about 

constraints. The rigor comes from the comparison with clearly articulated industry goals – in this 

case, meeting the critical success factors. However, as with the Competitiveness Appraisal Ma-

trix (CAM) there is and will always be an element of practitioner judgment needed. It should al-

so be noted that this approach does not analyze or reveal, at any level beyond the intuitive, 

whether there is covariance between constraints (i.e., whether movement in one causes move-

ment in another). 

Estimate gap and contribution of each constraint to the gap 

First, the team should estimate the gap between current and needed level of performance, as 

shown in the third column. Then, the contribution of each constraint to the gap in that row should 

be inserted (each row should add to 100). 

In making this assessment, the research team can enter into a decision-tree style analysis of each 

constraint. How is this constraint affecting the desired outcome (in this case, meeting the critical 

success factor)? Do we have evidence that it is a binding constraint, such as: 

 High shadow prices: are there observable symptoms of shortage, excess demand, or sim-

ilar signals in this or related markets? 

 Responsiveness: if this constraint is relaxed, will the sector grow faster? 

 Pressure: are companies or stakeholders already putting effort into work-arounds for this 

constraint? 

 Differential impact: are the more successful companies somehow immune from this 

constraint? Are the companies who are suffering its impact the most also performing the 

worst? 

For example, the workforce constraints to meeting high medical standards shows signs of excess 

demands and work-arounds, in that foreigners are often utilized by companies that can get away 

with it, but in principle these jobs should only be open to Jordanians. Similarly, in terms of res-

ponsiveness to a change in the situation, the sharp drop-off in arrivals for medical tourism to Jor-

dan in the past year, with the advent of the Arab Spring, shows the significance of the perception 

of political stability in the region – not only for visitors from other continents, but for visitors 

from the Middle East as well. 
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Table 4: First matrix in constraint ranking 

  

Convert importance of each CSF to a weight 

Next, the importance of each critical success factor must be converted to a weight. This can be 

done mechanically, as in the example (5 – 3 – 1 scale), or it can be more refined if there is survey 

data or some other objective information available to do so.  

Table 5: Second matrix in constraint ranking 

 

 

Calculate potential contribution to closing gap by eliminating each constraint 

The next step is a completely mechanical calculation. First the impact of eliminating the con-

straints in each row is calculated by multiplying the amount of the gap (third column) by the im-

portance of closing the gap (second column). Then, the percentage in each cell is multiplied by 

the impact of closing that row‘s gap (the final column), to arrive at a raw estimate of the impact 

of each constraint. 
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Strong brand image as a location with high 

medical standards
High 50% 20% 10% 20% 50% 100%

Operating at best practice level regarding 

medical safety and technology
High 30% 40% 10% 30% 20% 100%

Cost of comparable quality medical care 

significantly below EU & US
High 10% 45% 25% 30% 100%

Perception of political stability in the country 

and the region
High 40% 80% 20% 100%

Bundled medical and religious/spiritual offerings Low 40% 50% 50% 100%

Seamless one-stop interface with customer Medium 30% 25% 75% 100%

High-end after-care facilities meeting 

international standards
Low 30% 10% 30% 50% 10% 100%
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Critical Success Factors
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Strong brand image as a location with high 

medical standards
5.00 50% 20%  10%  20% 50% 100%

Operating at best practice level regarding 

medical safety and technology
5.00 30% 40%  10%  30% 20% 100%

Cost of comparable quality medical care 

significantly below EU & US
5.00 10%  45%   25% 30% 100%

Perception of political stability in the country 

and the region
5.00 40%  80%    20% 100%

Bundled medical and religious/spiritual offerings 1.00 40%     50% 50% 100%

Seamless one-stop interface with customer 3.00 30%     25% 75% 100%

High-end after-care facilities meeting 

international standards
1.00 30% 10%  30% 50%  10% 100%

Critical Success Factors (implied 

performance level requirement)

W
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ts

Gap 

between 

current 

level and 

needed 

level

Contribution of each constraint to gap for each CSF (rows)

Total 

Contribution
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Table 6: Third matrix in constraint ranking 

 

 

Normalize and evaluate rankings 

Each of the cells is now normalized so that the total impact is made to equal 100 (multiplying 

each value by 100/Σall cells, or 100/81 in this example), so that the results can be readily inter-

preted.  

For the UK/US/Russia market , the top four constraints account for 51% of the total weights in 

the matrix, with policy issues regarding political stability representing the top binding constraint, 

followed closely by the need for stronger industry collaboration to improve the brand image of 

Jordan in this market, followed at a somewhat lower level of urgency by the need for skills train-

ing in achieving high standards in medical safety and the industry initiative needed to establish a 

seamless interface for customers. With this result, the stakeholder group may want to conduct a 

more in-depth review of regulatory constraints to the sector, focusing both on practical aspects of 

the regulation that hamper business productivity, and bigger picture issues related to Jordan‘s 

image abroad. Essentially, this constraint needs to be ―unpacked‖ further before it can be fully 

addressed. The in-depth diagnostic tools presented in the following section are designed to do 

just that. As constraint definitions become ever more precise , the constraints ranking matrix can 

be re-used, and the new ranking will be useful in adjusting implementation priorities. 
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Strong brand image as a location with high 

medical standards
5.00 50% 5.0  2.5  5.0 12.5 25.00

Operating at best practice level regarding 

medical safety and technology
5.00 30% 6.0  1.5  4.5 3.0 15.00

Cost of comparable quality medical care 

significantly below EU & US
5.00 10%  2.3   1.3 1.5 5.00

Perception of political stability in the country 

and the region
5.00 40%  16.0    4.0 20.00

Bundled medical and religious/spiritual offerings 1.00 40%     2.0 2.0 4.00

Seamless one-stop interface with customer 3.00 30%     2.3 6.8 9.00

High-end after-care facilities meeting 

international standards
1.00 30% 0.3  0.9 1.5  0.3 3.00

81.00

Critical Success Factors (implied 

performance level requirement)

W
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ts

Gap 

between 

current 

level and 

needed 

level

Contribution of each constraint to gap for each CSF (rows)

Total impact 

of closing 

gap (raw 

scores)
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Table 7: Final matrix in constraint ranking (for UK/US/Russia market) 

 

However, for the Middle Eastern market, where the weights and gap estimations were different, 

somewhat different priorities have come to light. For this market, the three lower-ranked issues 

are still ―binding‖, but the perception of political stability, while still important, takes a back seat. 

In its place, two constraints, regarding product development and industry collaboration in devel-

oping innovative bundling of religious and spiritual offerings, now come to the fore.  

Table 8: Final matrix in constraint ranking (for Middle East market) 

  

Based on this ranking, and assuming one wants to attack the binding constraints first and invest 

most heavily in removing them, stakeholders will want to begin working on collaborative initia-

tives to strengthen Jordan‘s brand image in this segment, provide a seamless customer interface, 

and develop a bundled medical and religious/spiritual offerings. These efforts will require inten-

sive, sustained collaboration; knowing this the CI team will want to organize themselves and 

their project to support a continued mechanism for coordination, private-private undertaking. 

The top binding constraint in this matrix involves skills of the current workforce – related to op-

erating at best practice levels regarding medical safety and technology. Stakeholders in the sector 
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Strong brand image as a location with high 

medical standards
5.00 50% 6.2  3.1  6.2 15.4 30.9

Operating at best practice level regarding 

medical safety and technology
5.00 30% 7.4  1.9  5.6 3.7 18.5

Cost of comparable quality medical care 

significantly below EU & US
5.00 10%  2.8   1.5 1.9 6.2

Perception of political stability in the country 

and the region
5.00 40%  19.8    4.9 24.7

Bundled medical and religious/spiritual offerings 1.00 40%     2.5 2.5 4.9

Seamless one-stop interface with customer 3.00 30%     2.8 8.3 11.1

High-end after-care facilities meeting 

international standards
1.00 30% 0.4  1.1 1.9  0.4 3.7

14.0 22.5 6.0 1.9 18.5 37.1 100.0

Critical Success Factors (implied 

performance level requirement)
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level and 
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Contribution of each constraint to gap for each CSF (rows)

Total impact 

of closing 
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(normalized)
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Strong brand image as a location with high 

medical standards
5.00 25% 4.4  2.2  4.4 11.0 21.9

Operating at best practice level regarding 

medical safety and technology
5.00 30% 10.5  2.6  7.9 5.3 26.3

Cost of comparable quality medical care 

significantly below EU & US
1.00 10%  0.8   0.4 0.5 1.8

Perception of political stability in the country 

and the region
3.00 15%  6.3    1.6 7.9

Bundled medical and religious/spiritual offerings 3.00 40%     10.5 10.5 21.1

Seamless one-stop interface with customer 3.00 30%     3.9 11.8 15.8

High-end after-care facilities meeting 

international standards
1.00 30% 0.5  1.6 2.6  0.5 5.3

15.4 7.1 6.4 2.6 27.2 41.2 100.0

Total impact 

of closing 

gap 

(normalized)
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may want to use the in-depth diagnostic tool for the workforce category, a skills gap analysis, to 

ascertain the mix of skills needed for the sector.  

Jordan Medical Tourism Stakeholder Meeting # 3 

At this meeting, the group moves from analysis to action. The constraints ranking is 

presented and used to galvanize action linked both to a reform agenda (on the regula-

tory side) and to the upgrading strategy (developed at the previous stakeholder meeting). If 

stakeholders are truly committed to the two-stage upgrading strategy, targeting first the Middle 

East for increased market share and later the UK, US, and Russia markets for expansion, there 

are several items that will need their urgent attention. As the stakeholders may already have per-

ceived when the upgrading strategy was developed, and as will be further highlighted through 

the constraints ranking exercise, through the ranking exercise with the matrix using the Middle 

East as the target market –industry collaboration is critical to present a unified front to their cus-

tomers, through a one-stop shop mechanism. Innovation linkages will also be critical to develop-

ing new products like the bundled medical and religious/spiritual offerings. In this case, linkages 

between service providers, skills trainers, and experienced tour operators in this area will be key 

– such linkages may be enhanced through an innovation linkages workshop (detailed in the tools 

section). The group is off and running and most definitely has moved from analysis to action.



–

This chapter presents each of the analysis tools used in Step 2 for each sub-step of the process: 

market structure and dynamics, gap analysis and upgrading, and detailed constraint analysis. Ap-

plication of some of these tools is required for CI practitioners, while some will be used at practi-

tioner discretion depending of the specifics of each industry. Tools used to understand market 

structure and dynamics and to conduct gap analysis and develop upgrading strategies are re-

quired. Specialized tools developed for the detailed constraint analysis in each of the six con-

straint areas listed in the matrix will be applied as dictated by specific binding constraints faced 

by the industry. In the guide below these tools have been highlighted in orange for the reader to 

be distinguished from the required tools highlighted in blue.  

End market analysis 

Value chain mapping 

Dialogue and coordination analysis 

Gap analysis 

Upgrading strategy development 

Regulatory constraint analysis 

Skills gap analysis 

Infrastructure impact analysis 

Access to finance analysis 

Innovation network analysis 

Industry collaboration (Facilitation tools and stakeholder meetings guides) 
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Question

• What  are the high 
potential market 
segments for the target 
country and the critical 
success factors to succeed 
in these markets?

Data Input

• Secondary data on trade 
volumes, market trends 
and market structure

• Qualitative judgments of 
industry experts and 
feedback of buyers

Process

• Desk research (1 week)
• Interviews with 1-2 

industry experts and 5-10 
buyers (1-3 weeks)

Output

• Target market segments 
and critical success 
factors identified

Tool: End market analysis 

 
End Market Analysis is a critical element of industry competi-

tiveness strategy development. The analysis investigates key 

characteristics of demand for a particular product (or group of 

products) in end markets (international, regional or domestic) 

and the structure of these markets, including distribution chan-

nels, market segments, buyer requirements and market trends. 

The end market analysis allows practitioners to answer a range 

of questions listed in Key Questions for End Market Analysis. 

Being informed about key trends and requirements of end mar-

kets allows industries to identify specific market segments in 

which it is best positioned to compete and to inform industry 

upgrading strategies which can be focused on removing the 

binding constraints to succeeding in these markets. The prima-

ry objective of end market analysis for Step 2 is to identify tar-

get market segments and critical success factors required to 

succeed in these market segments. Market segments may be 

defined as distribution channels, product categories, or price 

segments in which the target country producers are likely to 

capture the most value and in which the country is best posi-

tioned to compete given its competitive advantages and capa-

bilities. Critical success factors are defined as the requirements 

of buyers that need to be met. 

To conduct end market analysis practitioners will need to rely on both desk research and inter-

views. 

Key Questions for End Market Analysis 
 Where are the key end markets? 

 Where are the products sold and in what volumes? 

 Who are the key competitors in these markets?  

 How are these markets structured (distribution channels) and who are the 

key players (governance patterns)?  

 Which are the high potential market segments? 

 What are the key market trends that are likely to affect the market in the 

next 5-10 years? 

 What are the buyers‘ requirements and critical success factors to succeed in 

these markets? 

 Based on the buyers‘ requirements, how is the target country currently posi-

tioned vis a vis competitors? 
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Researchers should follow the process outlined below:  

 

Task 1: Gather existing background information through desk research  

Gather information following the desk research checklist included below. This process should 

take about one week and the objective is to gather readily available information on market struc-

ture and critical trends. 

 

Task 2: Interview 1-2 industry experts with direct contacts to buyers  

Interview experts to validate desk research findings and confirm information on market trends 

using desk research checklist. Through industry experts researchers should indentify contacts for 

a sample of 5-10 buyers in end markets who can be interviewed to understand buyer require-

ments and critical success factors. 

 Industry experts may include market analysts, enterprise development consultants, prod-

uct developers and product marketing specialists specializing in the industry being ana-

lyzed. These may include World Bank internal industry experts. Ideally these industry 

experts are former buyers themselves and will have personal contacts to current buyers. 

 
 

Desk Research Sources 
 

 ITC trade database for trade information on key export markets and key 

competitors in these markets. http://www.intracen.org/  

 Existing industry analyses, consultant reports, academic research, infor-

mation from industry associations and other industry-specific organiza-

tions.  

 Specialized sources focused on global market trends: 

o Consumer trends: http://trendwatching.com/ 

o McKinsey Global Forces: 

https://www.mckinseyquarterly.com/Global_forces_An_introduction

_2625 

o Institute for the Future: http://www.iftf.org/ 

o Gartner Inc.: http://www.gartner.com/technology/home.jsp 

o Future Timeline: http://www.futuretimeline.net/ 

 Private sector market research on various markets:  

o Datamonitor: http://www.marketresearch.com  

o Euromonitor: http://www.euromonitor.com 

o CBI market information for EU: http://www.cbi.eu 

http://www.intracen.org/
http://trendwatching.com/
https://www.mckinseyquarterly.com/Global_forces_An_introduction_2625
https://www.mckinseyquarterly.com/Global_forces_An_introduction_2625
http://www.iftf.org/
http://www.gartner.com/technology/home.jsp
http://www.futuretimeline.net/
http://www.marketresearch.com/
http://www.euromonitor.com/
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Task 3: Interview 5-10 buyers in end markets and conduct benchmarking using 

buyer interview checklist. The objective of buyer interviews is to develop a nuanced understand-

ing of key buyer requirements and critical success factors for producers and how the target coun-

try currently performs against these factors. 

 Buyers may include importers, retailers, buyer agents, and others in end markets currently 

sourcing from the target country and those who source similar products from competing 

countries. 

Data gathering and interview checklists, along with examples to illustrate each stage of analysis, 

are presented in the End Market Analysis Guide below.  

 

Tips for practitioners 
Desk research process can be accomplished within 1 week. Although phone interviews can be con-

ducted within 1 week as well, usually due to difficulties scheduling interviews with buyers, the process 

might take longer. Therefore it is important to identify buyers through personal recommendations of 

industry experts, whenever possible, to facilitate the interview process. Researchers should allow up to 

4 weeks for completion of end market analysis.  

 

Although surveying buyers through a formal questionnaire with standardized questions might be tempting, practi-

tioners are cautioned against it and recommended to conduct phone interviews instead, engaging in interactive dis-

cussion with buyers. This allows for probing and gathering more nuanced information about buyer requirements and 

their perceptions about the target country competitive position.  
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Tasks 1 and 2: Desk research information gathering checklist  

Following desk research completion, its findings are validated through interviews with industry 

experts using the same checklist. 

Understanding market structure and trends 

Indentifying end markets  What is the volume of the target country exports and which mar-
kets are they going to? 

 Which are the key end markets that deserve further study? 

For each end market: 
Market size and key competi-
tors 

 Who are the key competitors? 
 What have been the trade patterns over the past 3-5 years? 
 What is the size of the market for the target products?  
 What are the projected growth rates? 

Key players and distribution 
channels  

 What are the key distribution channels? How does the product 
get to the end consumer?  

 What is the role of intermediaries/agents, exporters, wholesale 
importers, and retailers (independent retailers, discount stores, 
department stores, supermarket chains, online retailers, etc)? 

 What are the unique features and specific requirements of each 
channel? 

 What are the trends in how the distribution channels work? 
 What are the price points at each level of the distribution chain? 

Market segments and consum-
er preferences 

 What are the key price segments? 
 What are the key product characteristics for each price catego-

ry? 
 What are the consumer preferences that affect purchasing pat-

terns and demand? 

Key demand side trends   What are the key factors that will shape the market in the next 5-
10 years, for example, market trends, consumer preferences, 
changes in distribution channels, etc? How will they affect the 
developing country producers? 

 What are the demographic and other forward-looking trends that 
will have an impact on consumer preferences? 

 Environmental issues and requirements? 
 How are the buyer requirements and sourcing patterns likely to 

change? 
 What regulatory issues will affect the industry? 

Key supply side trends  What will the future competitive landscape look like and where 
will the competition come from? 

 What are the strategies of the key competitors and how are they 
likely to develop?  

 What will be the critical success factors for the product in the 
future? 

 What are the emerging technology and innovation trends? 
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Box 23: Example - Understanding Distribution Channels in the US Home Accessory Market 

 

 
 
Source: DAI. (July 2006). Global Market Assessment for Haitian Handicrafts 
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Box 24: Example - US Home Accessory Market Segments and Product Attributes 

 

 

 

 
Source: DAI. (July 2006). Global Market Assessment for Haitian Handicrafts 
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Task 3: Buyer interview checklist 

Understanding buyer requirements and critical success factors 

Key buyer requirements for 
products and suppliers/Critical 
Success Factors 

 What are the key buyer product requirements? (For example, 
quality, design, price, delivery terms, safety, packaging, volume 
and payment mechanisms). 

 What are the key attributes of a great supplier? (For example, 
ease of dealings, reliability, responsiveness, on-time delivery, 
constantly updating product mix, good presentation, good pack-
aging, etc).  

 How do buyer requirements differ between different market 
channels?  

 What are the key international standards and certifications that 
are required? (For example, quality control, environmental, labor, 
etc). 

 What specific quality assurance mechanisms and technical regu-
lations need to be adhered to? (For example, HACCP and Glo-
balGAP certifications).  

 What other quality assurance mechanisms need to be in place? 
(For example, internationally accredited domestic testing labora-
tories, etc.)  

 What are the critical success factors for a new product to be in-
troduced? 

Buyer purchasing patterns   How do buyers in this industry make their purchasing decisions? 
For example, how do they identify new products and suppliers; 
how to they review offers; what product attributes are most im-
portant to them; what is most likely to get their attention in a new 
offer from a developing country producer? 

 Do they import products directly from producers, purchase from 
exporters/agents, or both? 

 How is the product typically shipped? (for example, full container, 
consolidated shipment, container size, air shipment, etc) 

 What is the importance of trade shows for identifying new prod-
ucts? 

 

Box 25: Example - Critical Success Factors for Home Accessory Suppliers to US Buyers 

 Be responsive and speak English well 
 Offer unique products that are well-designed, well produced, and distinctive enough to catch 

someone‘s attention 
 Have strict quality control and finish products correctly—shipments match samples and do not re-

quire refinishing 
 Know where their materials come from and what chemicals they contain 
 Be capable of proper packaging and labeling 
 Offer competitive prices 
 Provide quantities needed without loss of quality 
 Reliably deliver on time 
 Provide excellent customer service and operate with a degree of professionalism 
 Maintain exclusivity 
 Have a computer, internet access, email, capability to send and receive attachments, and skills to 

take high-quality digital images 
Source: DAI. (December 2007). End Market Study for Indonesian Home Accessories  
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Identifying market opportunities and target market segments 

SWOT  What are the country‘s strengths and weaknesses compared to 
competitors? 

 Where are the opportunities? 

Indentifying potential market 
niches 

 What market channels do the target country products currently 
go through and are there channels that are not utilized that offer 
potential opportunities?  

 What market channels, market segments and buyers should be 
targeted to ensure higher returns to target country producers, 
based on their current product capacity and upgrading potential? 

 

Box 26: Example - Target Market Segments for Haitian Handicrafts in the US Market 

Based on the results of end market analysis for Haitian Handicrafts focusing on the US market, the follow-

ing target market segments were identified: 

End Market Analysis Findings Opportunities for Haiti 

• Global market growing in high-end segment 
• Buyers and consumers seek unique products 

made in countries other than China 
• Market for purely indigenous designs is limited, 

but growing for ―global style‖ products (combin-
ing ethnic elements with contemporary designs) 

• Target the US market (proximity and high 
growth rates) 

• Don‘t compete directly with China (main pro-
ducer) 

• Develop ―global style‖ products to meet the 
growing demand for contemporary design and 
remain distinctive in the marketplace 

Target Market Segments Target Products 

• Higher end independent retail stores via whole-
sale importers (U.S.) 

 

• Home décor  
• Gifts 
• Products for garden & outdoor living spaces 
 

 
Source: DAI. (July 2006). Global Market Assessment for Haitian Handicrafts 
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Question

• What  are the constraints 
and opportunities in the 
chain as seen by 
participants?

Data Input

• Secondary sources
• Primary sources

Process

• Visits to firms operating in 
the sector 

• Interviews with key 
informants

• Duration: 2 weeks

Output

• Value chain map
• List of "raw" constraints 

and opportunities

Tool: Value chain mapping  

Like the end market analysis, value chain mapping will neces-

sarily cover a broader area than just the targeted product seg-

ment. The broad scope is needed because the principal con-

straints to competitiveness may lie within any part of the mar-

ket system. The map helps stakeholders view themselves as 

part of a larger system, understand how constraints in the 

supply chain are affecting the segment‘s potential for growth, 

and visualize investment opportunities that can be leveraged to 

contribute to a successful upgrading strategy. 

The value chain mapping exercise can be conducted in parallel 

with the global market analysis; either before or after identify-

ing the target product segments. If the segment has been identi-

fied (i.e., cosmetic products made with cocoa) the team should 

build a map that includes the different stages and channels 

through cocoa is cultivated, sold, processed, and made into 

cosmetics. If the segment has not quite been identified but 

there are several candidates that come from the same origin (i.e. 

Ethiopian leather products), one can build the map around the 

stages that leather hides must go through (beginning with the 

livestock industry) and use this map to aid in the final selection 

of product segments (i.e. high-end handbags versus shoes ver-

sus semi-finished leather).  

Value chain mapping serves a number of purposes, detailed below. A good map is a document to 

which the team will refer back frequently during the entire Step 2 analysis. If necessary, ―zoom-

in‖ maps can be developed in order to analyze constraints and opportunities in a specific portion 

of the value chain. The most critical insight that should emerge from a value chain map, which is 

very difficult to derive from any other source without a great deal of pre-existing industry-

specific expertise and context-specific knowledge, is an understanding of the incentives and dis-

incentives for upgrading, as viewed by the different players in the chain
36

.  

Building the Map 

 Vertically, the map should be organized in levels that correspond to the stages of produc-

tion. Typical stages of production for agribusiness and manufacturing can be found by 

consulting existing maps for the same or similar products, however more customized and 

appropriate categories can be generated through interviews with value chain actors. 

 Horizontally, the map should show, from left to right, the different channels through 

which product flows. Often but not required, maps show the increasing levels of quality, 

technology, and sophistication from left to right (for example, showing small farmers, in-

formal traders, and briefcase exporters on the left, then contract growers and mid-sized 

intermediaries in the middle, and a vertically integrated channel on the right where a 
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large company has full ownership of the assets involved at every stage of the production 

process). 

 Boxes should correspond to each actor, type of actor, or group of similar actors. Captur-

ing the nature of the relationships between firms is important. For example, in a blank 

value chain map showing the mapping conventions below, solid vertical lines are used to 

indicate the sale of good, while dotted lines show a contract sale.  

 Define the parameters – national borders, where the products flow. 

Example 

Let‘s assume that the Step 1 analysis produced a target sector for Ethiopia entitled ―leather foot-

wear‖). While conducting the end market analysis (the first tool in the Step 1analysis) the team 

begins to map out the value chain for these products. To do this it is necessary to interview the 

main players (the team can get a list from domestic institutions - business associations, chambers 

of commerce, etc. and possibly through institutional and commercial websites.) Key informant 

interviews should be used to identify informal actors and complementary channels operating in 

the chain. The team should conduct interviews with at least 1-3 informants per type of actor and 

the mapping exercise should identify firms of all sizes and levels of formality.  

Tips for Practitioners: List of Key Stakeholders 

Recommendations 

 Interview firms of all sizes (micro, small, medium, large) 

 Interview firms in the informal sector 

 Contact all business associations and other sector-based organizations 

Stakeholder types 

 Traders/importers 

 Producers 

 Manufacturers 

 Informal firms 

 Business service providers 

 Industry association 

 SME association 

 Chamber of Commerce  
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Reading the Map 

Start from the bottom. The map shows how the livestock chain is organized, essentially into 

two main distribution channels, rural and urban. There is a constraint at the level of livestock 

farmers, who face no incentive to increase the volume of their production. There is the potential 

for a new channel which could help alleviate this constraint; see the dotted line box marked ―pri-

vate fatteners,‖ and the opportunity described below.  

Follow the product as it moves up the chain. Raw hide and skin collectors, depicted in the 

second stage, work in a market that is defined by a product, coming from the same source, with 

higher value than theirs – meat. So, it should be no surprise that there is a problem at this stage – 

namely, the collectors cannot get enough hides and skins to meet demand. This is a case where 

price signals for one good – hides and skins – are drowned out by the price signals for the higher 

value product (meat) and so volume is determined by the demand for meat.  

Box 27: Example - Ethiopian Leather Value Chain 

 

 
Source: ECG and DAI  
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Where is the value-added being generated? At the tannery stage, the problem is different, and 

related to the specifics of the trade. The first stage of leather tanning produces an output called 

―wet blue,‖ and benefits from economies of scale because it is extremely capital intensive. The 

second stage involves a series of decisions about process (i.e., hair removal, textures, dyeing), 

technology and inputs (i.e., machines, chemicals) that result in different varieties of leather. This 

stage is less capital intensive; clearly, it would make sense for tanneries to specialize in different 

varieties of leather. The way the current industry in Ethiopia is organized, every tanning business 

undertakes the whole process.  

What support institutions are active in the sector? Associations, service providers, and public 

institutions can be a good source of information for building the value chain map, and later, may 

be useful partners for implementing an upgrading strategy (though some may need their own up-

grading intervention in order to function effectively).  

International versus domestic markets. The ―border‖ is delineated along the left and upper 

edges of the Ethiopian map and it is possible to see what inputs are imported, as well as what in-

termediate and final products are exported; these points are worth noting as they represent lin-

kages with the global marketplace. Depending on what countries are involved, it is possible that 

the business environment – laws, regulations, and their enforcement – is quite different on one 

side of the border from the other. This can affect commercial transactions negatively in the for-

mal economy, and at the same time often represents a business opportunity for those in the in-

formal sector (for example, see flows of livestock from Ethiopia to Somalia, briefcase exporters 

of green beans from Kenya, suitcase exporters of bikinis from Brazil).  

Global value chain governance structures. A important element of value chain mapping is un-

derstanding the governance structures and power dynamics within the value chain as determined 

by the nature of linkages with global buyers. These structures determine the flow of knowledge 

and information from global markets down to the domestic value chain actors and their under-

standing helps inform the options for upgrading strategy. As shown in the example below, four 

types of value chain governance structures are distinguished: 

 Market relationships in the industry are dictated by price and the costs of switching part-

ners are low. (Market based) 

 The industry is based on networks of complex interdependent relationships between buy-

ers and sellers, where each party needs the other creating a more balanced relationship, 

mutual dependencies and high levels of product specificity. (Balanced) 

 The industry is characterized by strong control and supervision by large buyers, where 

small suppliers are dependent on large firms and face significant costs to switching buy-

ers. (Directed) 

 The industry is vertically integrated where the entire chain is controlled by managers of 

one firm. (Hierarchy) 
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Guiding Questions 
 

 Who sells what to whom? What are the main markets? 

 What are the stages of production and commercialization and how are they 

organized? 

 What are the dynamics in the industry? 

 What are the channels through which product flows? What differentiates 

the channels? 

 Which channels are growing and which are shrinking? Why? 

 What are the supporting services? The ―value chain influencers‖ and the 

interconnected systems? 

 What are the opportunities for firm level upgrading? 

 What are the main policy issues from within the country that pertained to 

this value chain? 

 How is the value chain affected by the global market? 

 What are the constraints and opportunities in the chain as seen by partici-

pants? 
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List of “raw” constraints and opportunities emerging from the mapping exercise 

Constraints 

 Limited supply of raw hides and skins: producers of leather products unanimously 

identify the lack of a sufficient quantity of raw hides and skins as their #1 constraint. The 

effect of price incentives is limited, because (1) traders manipulate rural markets, (2) 

leather represents only 10% of the value of the slaughtered animal, and (3) smallholders 

derive status based on the size of their herd, not their volume of sales. Thus farmers have 

little incentive to increase the volume of production, nor to improve the quality through 

better feeds and parasite control. 

 Traders use market position to manipulate prices: see above. 

 Tanners are not differentiated: lack of specialization among tanners results in limited 

variety of product types and lower overall productivity. Smaller tanners are reluctant to 

risk specialization, lack clear sources of skills and technologies, and resist becoming de-

pendent on other specialized producers for crucial semi-processed inputs.  

 Technology center not well utilized: a well-equipped facility designed to provide train-

ing, demonstrate specialized tanning technologies is managed by government with li-

mited consultation with stakeholders. Management is not responsive to private sector 

needs and therefore the utilization of this center is far below potential. 

Opportunities 

 Fattening farms can boost supply of higher quality hides and skins: Pittard‘s (UK) 

has invested in a demonstration farm that provides improved feed and veterinary care to 

animals 3-6 months, which can subsequently be used in the supply chain for meat as well 

as hides and skins.  

 Increased meat exports can raise supply of hides and skins: incentives to slaughter li-

vestock will rise with implementation of a program to boost meat exports to the Middle 

East.  

 Direct marketing: a small number of apparel and footwear producers have succeeded in 

establishing independent sales channels via web sites developed for their own brands. 

Technical assistance with branding, marketing and distribution can further boost sales in 

this channel. 

 Authentic local design: a pilot program that created a cooperative (―Taytu‖) of 12 local 

women designers who augmented their local design concepts through technical assistance 

and training in advanced handbag design and marketing. The feasibility of this approach 

was confirmed with sales prices of $1,000 - $2,000 per bag. Subsequent difficulties in 

managing the cooperative highlighted the need for increased attention to organizational 

issues. 
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Building an overlay 

An ―overlay‖ refers to a set of data points collected for each level and channel of activity in the 

chain. For agricultural products in water-stressed regions, it may be necessary to conduct a water 

productivity analysis for each, or key, points in the chain. Other common overlays include num-

ber of farmers or workers at each stage, measuring the value added to the product at each stage, 

and benchmarking costs and productivity throughout the chain. Most recently practitioners in the 

field have begun to collect profitability data at each level of the chain, to make the case to exter-

nal lenders that these firms are interesting customers and even to define the terms and conditions 

under which financial products would work (see the Access to Finance tool).  

Tips for Practitioners: Analyzing the dynamics - Drivers of Change 

Driving forces (usual suspects) 

 market demand 

 technological change 

 changing profitability 

 risk 

 barriers to entry 

 large-firm behaviour 

 input supply 

 policies 

Key questions 

 Which channels are growing? 

 What are the consequences? 

 Where are the best opportunities? 

Tips for Practitioners: Data Overlays 

Market Statistics (most important, most overlooked) 

 Imports/exports 

 Prices in the various markets 

 Domestic consumption 

 Preferences in consumption 

Quantitative 

 Number of firms  

 Volume of product  

 Employment 

Financial 

 Prices 

 Costs 

 Revenues 

 Profit margins 

 Return to labour 
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Figure 17: Value Chain Mapping Conventions 
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Question

• How effective are the 
public and private 
institutions at 
coordinating responses to 
key challenges and 
implementing new visions 
at the sector level?

Data Input

• Secondary sources
• Qualitative assessment of 

coordination and dialogue 
between public and 
private sectors using 
interview checklist

Process

• Interviews with 20 
stakeholder (public and 
private sector)

• Duration: 1 week

Output

• Institutional map
• List of key stakeholders
• Matrix prioritizing 

stakeholders (level fo 
support and influence)

Tool: Dialogue and coordination analysis 

Creating a dialogue mechanism between the public and private 

sector through which key policy issues can be addressed and 

current policies can be reformed can significantly contribute to 

an industry‘s competitiveness. Industrial policies are too often 

formulated in a top-down fashion that fails to address the main 

concerns of businesses. Promoting effective collaboration and 

an open dialogue between the government and the private sec-

tor will allow for a flexible and evolving regulatory environ-

ment that encourages business growth. 

According to Rodrik: ―profitable new industries can fail to de-

velop unless upstream and downstream investments are 

coaxed simultaneously‖. Numerous business opportunities are 

missed due to the inability to ―coordinate the investment and 

production decisions of different entrepreneurs‖. By creating a 

regular communication channel between public representa-

tives and businesses, public-private dialogue (PPD) can avoid 

repetitive ―coordination failures‖
37

. 

For a dialogue between the public and private sectors to be 

effective, coordination and dialogue must be dynamic within 

and among private and public sector institutions. The coordi-

nation and dialogue analysis focuses on the following three dimensions: 

a. Public-Public Dialogue: the extent to which there is inter-ministerial cooperation around 

business environment issues; also, how well different elements of the government com-

municate and coordinate with respect to the sector in question 

b. Private-Private Dialogue: how effectively private companies and sector associations 

work together to overcome shared obstacles and whether all firm sizes and types are 

represented; also, is the sector organized regionally in the form of a cluster? 

c. Public-Private Dialogue: how the two sides communicate. For example, is there a formal 

mechanism through which the two sides can consult with each other and/or resolve is-

sues? Is leadership being exercised? Is there a vision for the management of this process 

(and for the future of the sector) that is being articulated effectively? 
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Task 1: Map out the stakeholders for both the private and public sectors  

The team will have already identified who the main stakeholders in the private sector are by con-

ducting the value chain mapping (firms and supporting institutions). For the public sector, how-

ever, it is worthwhile to conduct an additional mapping to itemize the main ministries and public 

agencies, clarifying their official roles and how they relate to each other. The public sector map 

should also include relevant private or semi-private entities, such as chambers of commerce, and 

indicate which have formal links to the government. While it may seem to some that building an 

"organigram" of the government is simplistic and not a necessary step, experience has shown that 

in many countries accurate and up to date information on the roles of public agencies is available 

only verbally, or in formats that do not lend themselves to an easy transfer of knowledge from 

one team member to another. In-country Bank staff may already possess this knowledge and if 

they do then they can build the map themselves. One often finds out during the process that there 

has been or will soon be a reorganization of key public sector institutions – the visual is a handy 

way to keep tabs on the situation and to confirm with public stakeholders their formal roles.  

 

Box 28: Example - Benefits of Public-Private Dialogue  

 Facilitate investment climate reforms by supporting champions, creating momentum and accelerat-

ing the reform process. 

 Promoting better diagnosis of investment climate problem and design of policy reforms. Govern-

ments that listen to the constraints of the private sector are more likely to devise sensible prioritiza-

tion plans and workable reforms. 

 Making policy reforms easier to implement. When entrepreneurs understand what a government is 

trying to achieve with a reform package, they are more likely to accept and work with the reforms in 

practice. Promoting PPD can prevent businesses from engaging in advocacy for specific reforms 

that will in turn be reversed by lobbying from firms in other sectors. 

 Promoting transparency, good governance, the taking of a broader view by setting an example of 

openness and rigorous cost-benefit analysis, and creating pressure by public scrutiny. 

 
Source:  Herzberg, B., & Wright, A. (2006). The PPD Handbook: a Toolkit for Business Environment Reformers. Small and Medium 
Sized Enterprise Department, World Bank. 
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Task 2: Assess whether there is a public-private mechanism in place  

Based on the mapping exercise, the team will assess whether there is an existing coordination 

and dialogue mechanism between the government and the private sector. There needs to be a de-

cision made on the part of the government to engage in a public-private dialogue. The dialogue, 

however, can be formal or informal (set by law or formal mandate), structured with specific 

terms of reference of ad hoc, sector-specific or cutting across a range of issues. 

As part of the interviews conducted in the institutional mapping, the team will ask the following 

questions: 

Box 29: Example - Key Government & Private Sector Institutions 

This organizational chart, developed during a business environment diagnostic conducted in Somaliland, 

shows the main public sector institutions, how they relate to each other, and what ties there are to private 

sector organizations. In this case, the lack of a banking law explains the odd fact that financial institutions 

operating in the territory are not formally supervised. 

 

 
_____   Direct link between public actors 
- - - -    Direct link between public and semi-private actors 

      Delimitation between public and private actors 
 

Source: DAI team analysis 
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 Is there a dialogue mechanism that exists in the sector? In other industries? Are there 

specific mechanisms to address areas of the constraint matrix, such as workforce devel-

opment? Describe. 

 If yes, is this dialogue linked to a national mechanism that can work across industries
38

?  

 Has the government taken the decision to engage in a public-private dialogue? 

 How is this mechanism formalized? Explain how the consultation mechanism is working 

at the private-private, public-public and public-private levels and which key ministries 

and private sector organizations are involved. 

 Is there an existing Inter-ministerial Committee or Multi-Stakeholder Working Group in 

charge of managing the dialogue and implementing reform? 

 If the mechanism is not formal, describe the informal channel through which key stake-

holders communicate in the industry and key issues are being discussed. 

 Cite an industry-specific example of an issue that has been discussed through this channel. 

Did it lead to reform? Explain. 

If there is a PPD mechanism already in place, the team will conduct a more in-depth assessment 

and use this analysis as a baseline for the building of a competitiveness partnership. The team 

can use the Monitoring & Evaluation methodology developed in the World Bank‘s PPD Hand-

book. This methodology is based on the ―Charter of Good Practice in Using Public-Private Di-

alogue for Private Sector Development‖, and was developed following an international workshop 

on PPD held at the World Bank Paris Conference Center in February 2006
39

. The Charter pro-

vides 12 principles that need to be in place for a PPD to be sustainable over time, and allows for 

measurement and benchmarking across countries. 

                                                 

Interview Checklist 
 

 Institutional and Private Stakeholder Mapping 

 Which ministries are in charge of designing and implementing policies and 

regulations that affect the business environment at the national level? 

 What are the government agencies enforcing regulations at the regional lev-

el? Which central ministry is in charge of supervising the region-

al/municipal government? 

 How are the legislative bodies structured and what is their role in review-

ing, passing, and implementing laws and regulations that affect the business 

environment?  

 Are there inter-ministerial commissions, committees, or other bodies work-

ing on business environment issues? 

 What semi-private or private institutions represent the private sector‘s in-

terests at the national and sub-national levels? 

 Which of these are central in fostering a dialogue between the private sector 

and the government? 
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Tips for Practitioners: “Charter of Good Practice in Using Public-
Private Dialogue for Private Sector Development” – 12 Principles 

 
Principle I: Mandate and Institutional Alignment 

A statement of objective is helpful for clarity. A formal or legal mandate can be an important help in 

some political and economic contexts, but mandates are never sufficient to establish good PPD. 

Wherever hosted and whenever possible, PPD should be aligned with existing institutions to maxim-

ize the institutional potential and minimize friction. 

Principle II: Structure and Participation 

PPD‘s structure should be manageable while flexible, enable participation to be both balanced and effective, and 

reflect the local private sector context. 

Principle III: Champions 

It is difficult to sustain dialogue without champions from both the public and private sectors who invest in the 

process and drive it forward. 

Principle IV: Facilitator 

A facilitator who commands the respect of stakeholders can greatly improve the prospects of PPD. 

Principle V: Outputs 

Outputs can take the shape of structure and process outputs, analytical outputs or recommendations. All should con-

tribute to agreed private sector development outcomes. 

Principle VI: Outreach and Communications 

Enabling communication of a shared vision and understanding through the development of a common language is 

essential for building trust among stakeholders. 

Principle VII: Monitoring and Evaluation 

Monitoring and evaluation (M&E) is an effective tool to manage the public-private dialogue process and to demon-

strate its purpose and performance. 

Principle VIII: Sub-National 

Public-private dialogue is desirable at all levels of decision-making, down to the most local possible level, especial-

ly as this is likely to be more practically capable of involving microentrepreneurs, SMEs and other local stakehold-

ers. 

Principle IX: Sector-Specific 

Sector-specific or issue-specific public-private dialogues should be encouraged because they provide more focus, 

greater incentive to collaborate, and more opportunity for action. 

Principle X: Relevance To FDI 

Broad and inclusive public-private dialogue can effectively represent and promote national and regional interests of 

both public and private actors in international negotiations and international dialogue processes. 

Principle XI: Conflict Unit Management 

Public-private dialogue is particularly valuable in post-conflict and crisis environments – including post-natural dis-

aster – to consolidate peace and rebuild the economy through private sector development. 

Principle XII: Development Partners 

Public-private dialogue initiatives can benefit from the input and support of donors (development partners) when 

their role is determined by the local context, is demand driven, and based on partnership, coordination and additio-

nality. 

Source:  Herzberg, B., & Wright, A. (2006). The PPD Handbook: a Toolkit for Business Environment Reformers. Small and Medium 
Sized Enterprise Department, World Bank. 
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If there is no engagement from the public sector to build a public-private partnership, the team 

will assess the potential for having a PPD. 

Task 3: Consult with stakeholders to diagnose the status and potential of PPD 

The team will consult with a variety of stakeholders to understand the coordination and dialogue 

mechanism(s) in place between the public and private sector within the target sector. Interme-

diary organizations (business association, Chamber of Commerce) will also be consulted. The 

box below details the list of stakeholders to interview. 

To evaluate the potential of a PPD, the team will assess the following four elements:  

 Dynamic leadership and vision: include the existence of champion individuals that have 

the charisma and expertise to be the driver of a PPD; these champions should exist in 

both the private and public sectors 

 Public sector capacity: refers to the level of capacity of technical staff at each level of 

the government and the quality of inter-ministerial cooperation among different actors in 

the government; also refers to political will to engage in reform efforts, and available or 

engaged public sector leaders 

 Private sector capacity: refers to the presence of a critical mass of concerned private 

sector actors, also the resources, including technical and communication skills, that pri-

vate sector participants have to offer to the reform effort; also measures the extent to 

which firms and business intermediaries communicate and coordinate among themselves 

 Constructive setting: often an outside political imperative or opportunity can help gal-

vanize political commitment, stimulate private sector interest and public opinion around 

the reform process; in the case of Vietnam the WTO accession process and the negotia-

Tips for Practitioners: List of Key Stakeholders 

Recommendations 
 Be inclusive of all types of firm sizes (micro, small, medium, large and corporations) 

 Be inclusive of business associations that reflect all types of firm size 

Stakeholder Type Actor Identification tool 
Private Traders/importers 

Producers 
Manufacturers 
Informal firms 
Industry associations 
Chamber of Commerce 
SME association 

Value chain map 
 

Semi-Private Chamber of Commerce Institutional map 
Public President or Prime Minister‘s office  
 Ministry of Finance 

Ministry of Justice 
Ministry of Trade and Industry 
Other relevant ministries  
Regional government representa-
tive 

 

 Interview firms in the informal sector   
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tion of a bilateral trade agreement with the United States provided a framework and a 

sense of urgency that helped drive the reform efforts. In other countries, the ascendance 

of new global market leader and the implications for the sector‘s future can motivate sec-

tor stakeholders to work together more closely. Also measures the extent to which there 

is a mutual sense of security and trust: can the private sector speak out to government 

without fear of retribution? Can the government handle consultations with a diverse set of 

stakeholders? Is there confidence on the part of government that private sector repre-

sentatives are negotiating in good faith and will follow up on agreements? 

The team will use the checklist of questions below to interview public and private stakehold-

ers. 

  

Interview Checklist for private sector 
 

Dynamic leadership and vision 
 Are there dynamic individual business leaders who command widespread respect and could 

act as figureheads in the PPD process and champions for the private sector in this sector? 

Who are they?* 

 To what extent do these individuals have the expertise, profile and ability to attract the atten-

tion of participants and media? 

 Are any dynamic private sector representative organizations? Are they captured by narrow in-

terest groups? 

A critical mass of concerned actors 
 Is there a critical mass of business people who are concerned about improving the way re-

forms are formulated and implemented by the government?  

 Have businesspeople attempted to get their concerns heard by the government? Have there 

been attempts to organize dialogue within the sector? With what degree of success?* 

 What type of firms are engaged in the dialogue with the public sector (multinational compa-

nies, large national companies, SMEs)?* 

 What is the balance between large and small enterprises in this sector? To what extent large 

firms cooperate and communicate with SMEs in the sector?  

 Do businesspeople typically belong to a representative membership organization in this sec-

tor, and do they feel they are well-served?* 

Setting: A sense of urgency 
 Are there external or internal threats or opportunities (trade agreements, sharp price decreases, 

new global trends) likely to increase the willingness of private sector actor to collaborate? 

 Setting: A sense of security and trust 

 Do entrepreneurs feel secure speaking critically about government or is there fear of retribu-

tion?* 

 How much time (per week, per year) do businesspeople spend dealing with government agen-

cies? Are dealings with government officials fair and transparent or do they tend to involving 

informal payments?* 

Setting: Past record 
 Have there been failed attempts at reform related to the sector in question or to cross-cutting 

issues (i.e., workforce) that affect the sector? 

 Does the government reorganize so frequently that no one knows what their role is or invests 

in the future? 

*Questions denoted with an asterisk are drawn Herzberg, B., & Wright, A. (2006). The PPD 

Handbook: a Toolkit for Business Environment Reformers. Small and Medium Sized Enterprise 
Department, World Bank. 
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Based on the answers gathered, analysts will assess PPD readiness by developing a PPD di-

amond
40

. This tool helps visualize the potential for PPD by looking at four dimensions: 

 Champion: to what extent are there credible and respected individuals leading or willing 

to lead the effort, with the expertise, profile and ability to attract the attention of partici-

pants and media? 

 Private sector: how organized is the private sector, to what extent does it have leader-

ship, is there a critical mass of concerned actors? Are intermediary associations or repre-

sentatives inclusive of the economy and/or the sector as a whole? 

 Public sector: how strong is the capacity, political will to engage, and leadership within 

the public sector? 

 Constructive setting: is there urgency? Can people speak critically about the govern-

ment without fear of retribution? Is there a history of failed attempts at reform in this 

area? 

Figure 18: The PPD Diamond 

 
Source:  Herzberg, B., & Wright, A. (2006). The PPD Handbook: a Toolkit for Business Environment Reformers. Small and Medium 
Sized Enterprise Department, World Bank. 

 

While it is possible to mitigate, solve, or compensate for any one sub-factor in these four areas 

(i.e. lack of technical capacity in ministries or a history of failed attempts at reform), it is harder 

to compensate for a whole factor. If the country and sector are weak in more than two areas, it is 

improbable that the country can develop an effective public private dialogue around the devel-

opment of the sector (weak = below 4). The analyst will use the scale shown in Table 9 below to 

assess each element of the PPD diamond. 
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Table 9: Scoring the PPD Diamond 

 

 

Elements of 
the PPD  
diamond 

Elements of scoring (1-7) 
1 = low – 7 = strong 

Requirements to score 7 

Champions Existence of individuals who 
can act as champions for 
reform  

Existence of credible and respected individuals, in the 
public and private sector, with expertise and capacity 
to attract the attention of participants and media and 
(on the public side) who are not perceived as politically 
divisive figures 
7 = champion on both sides; 4=champion on one side 
only, 1=no real champions 

Public sector Institutional capacity 
 

High quality of inter-ministerial coordination and dialo-
gue 
High quality of inter-regional coordination and dialogue 
Decentralization of decision making 
High capacity of technical staff 
Responsiveness and problem-solving capabilities of 
key public agencies 

Political will to engage and lea-
dership 
 

Is the champion backed up by his/her institutions(s)? 
Existence of a requirement for the institution to consult 
with the private sector on regulatory issues 
Existence of government departments favorable to 
private sector concerns 

Private sector Extent to which it has leader-
ship 

Existence of individuals who are perceived by their 
peers to represent the sectors‘ broad interests 
Existence of individuals with experience dealing with 
the public sector (1-3) 
Existence of individuals who can commit time to reform 
efforts (2-3) 

Existence of a critical mass of 
concerned actors 

Existence of critical mass of business people who are 
concerned about improving the way reforms are formu-
lated to the government and are implemented 
Existence of business owners from the SME sector 
who are aware of and concerned with the need for 
reform 

Constructive 
setting 

Existence of a sense of  
urgency 
 

Existence of incentives for public official to improve 
dialogue and coordination with the private sector 
Presence of an external threat or opportunity that has 
increased the willingness of the private sector to partic-
ipate in the reform process 

Existence of a sense of security 
and trust 

Evidence of criticism of the government without  
retribution 
Evidence that government and private sectors have 
collaborated and each has respected its commitments 

Extent to which stakeholders 
can believe reform efforts might 
have a chance of success 

Evidence of repeated past failed attempts at reform 
Evidence that current reform efforts are criticized for 
showing no results 
Evidence of actions by government to reshuffle and 
reorganize cabinets and ministries so often that there 
is little chance for sustained progress 
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Question

• What are the industry's 
key performance gaps 
compared to competitors?

Data Input

• Data on industry 
productivity and 
performance indicators

• Qualitative assessment of 
buyers and industry 
experts

Process

• Desk research
• Buyer interviews
• Industry expert 

interviews
• Duration: 2 weeks

Output

• Quantify the gaps in 
performance compared to 
competitor countries

Tool: Gap analysis 

 

The primary objective of the gap analysis is to identify indus-

try‘s key productivity and performance gaps compared to 

competitors and to quantify those gaps in order to inform the 

upgrading strategy. The tool includes three elements:  

 

 Benchmarking of performance against critical suc-

cess factors as compared to competitors. This ben-

chmarking is based on end market analysis and uses the 

critical success factors that were identified by buyers. 

They may include such elements as quality of prod-

uct/service, price, delivery time, volume production 

capacity, safety standards and other criteria that are 

important to buyers. 

 Productivity benchmarking of the industry in the 

chosen market segment compared to competitors. 

This analysis measures how efficiently the industry is 

performing overall using productivity indicators cus-

tomized for the industry, such as market share, output 

per hour, occupancy rates, revenues per tourist and oth-

ers. This analysis builds on the productivity ben-

chmarking analysis conducted for the sector in Step 1 

(see chapter 5 of Step 1).  

 Firm productivity and cost benchmarking. This analysis looks at profitability of firms 

in the industry via cost benchmarking and focuses on estimating production costs and 

profit margins. Cost benchmarking was recommended as a sector-level analysis tool in 

Step 1, but it is possible that this level of analysis was not feasible during that time due to 

difficulties scheduling buyer interviews within a limited timeframe. 

The gap analysis requires data on both quantitative and qualitative indicators of performance and 

is often subject to data availability limitations. Researchers will rely on a combination of desk 

research, buyer and industry expert interviews, as described for each element of the tool below. 

To implement the gap analysis practitioners will follow the process outlined below: 

Task 1: Identify appropriate benchmark country or countries 

The critical element of benchmarking and gap analysis is identifying the appropriate comparator 

country. Key questions that researchers need to understand before choosing the benchmark coun-

try are: what is the industry‘s target market (defined either as the country where the product is 

sold or tourist country of origin), who are the key competitors in this market, and which country 

is an internationally recognized leader in this industry? These questions are answered by the end 

market analysis which would have been conducted prior to the gap analysis, so researchers will 

already have this information in hand.  

 

 



–

Practitioners have several options for choosing a benchmark country and should use their judg-

ment in choosing the appropriate county in each particular case. Benchmark countries may in-

clude: 

 Current competitors. These are the countries that represent direct competition to the in-

dustry in target markets, as identified by end market analysis. Such benchmarking will in-

form the industry about potential upgrading and competitive strategies in these markets 

allowing it to increase the current market share. 

 Aspiration countries. These countries are internationally recognized best performers in 

the industry globally. The industry may not compete directly with these countries yet, but 

benchmarking against this global performance standard will inform the industry about fu-

ture potential upgrading pathways to improve competitiveness in the long-term.  

 Peer countries. Are usually those countries that are either neighboring countries with 

similar endowments and development challenges or countries slightly ahead of the target 

country in terms of development, which are widely accepted by the industry as an exam-

ple to learn from. Due to cultural sensitivities some countries might never be accepted by 

the industry as a benchmark, even if the country has been successful.  

Task 2: Critical Success Factor benchmarking  

Once the critical success factors in the target market segment have been identified through end 

market analysis, researchers will conduct follow-up interviews with selected buyers interviewed 

during end market analysis and will benchmark the target industry against each critical success 

factor as compared to a comparator country (usually the key competitor in this market). The ob-

jective of this analysis is to determine how the industry performs based on perceptions of buyers, 

compared to competitors. An important element of the analysis that warrants personal interviews, 

is qualitative feedback from buyers and a nuanced understanding of potential avenues for indus-

try to upgrade its performance. Key questions to ask during an interview include:  

 How is the target country currently positioned vis a vis competitors, with regard to the 

critical success factor requirements? 

 How would you rate the country‘s performance and performance of its competitors 

against each of the success factors on a scale from 1-5?  

 What can the industry do to improve its performance against these criteria? 

For more general indicators of industry performance, like in the example of Dominican vs. Cu-

ban cigar benchmarking below, industry experts may provide the required information. In some 

cases this information may also be available through desk research, but should be validated 

through an interview with an industry expert. 

Results of the benchmarking exercise can be presented in a variety of ways. Common examples 

include gap analysis in a matrix format and a spider diagram, illustrated below.  
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Box 30: Example - Gap Analysis: Dominican vs. Cuban Cigars  

 
Source: World Bank. (Feb, 2009). Clusters for Competitiveness: A Practical Guide and Policy Implications for Developing Cluster 
Initiatives. World Bank, International Trade Department. 

 

Box 31: Example - Competitor Benchmarking Based on Buyer Perceptions (Using Spider Diagram)  

EU Buyer perceptions of Tanzanian vegetables compared to key competitors 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Source: Neven, D., (2007) Export Markets for High-value Vegetables from Tanzania.  DAI. 
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Task 3: Productivity benchmarking in the chosen market segments 

In step 1 analysis, researchers would have already gathered information on proxy productivity 

indicators for the sector overall (see examples of sample indicators in Chapter 5 of Step 1). At 

this stage, the analysis conducted earlier will be refined in view of the requirements of the specif-

ic market segments. For example, in case of Jordan‘s medical tourism segment the following in-

dicators may be used: number of medical tourists, number of physicians and hospital beds per 

population, number of internationally accredited hospitals, etc. The data for the industry and 

comparator countries can be obtained through desk research or interviews with industry experts. 

An important element of productivity benchmarking is the relationship between productivity and 

quality. Researchers should be mindful of the impact of particular productivity improvements on 

quality and how important these are based on the market segment critical success factors indenti-

fied earlier. For example, in the case of Jordan illustrated below, a larger number of physicians 

per 1000 people in Jordan as compared to other countries might not necessarily indicate the im-

proved quality and efficiency of service, since the industry overall is less competitive than for 

example in Singapore or Thailand.  

 

Box 32: Example - Productivity Benchmarking for Jordan’s Medical Tourism Industry 

Indicator Lebanon Egypt Saudi 
Arabia 

Jordan Singapore Thailand India Costa 
Rica 

# of foreign pa-
tients (medical 
tourists) (in 2005) 

n/a n/a n/a 108,000 370,000 1,283,000 500,000 n/a 

Average annual 
growth rate in 
arrival of medical 
tourists since 
2001 

n/a n/a n/a 2% 25% n/a 35% n/a 

# of international-
ly accredited 
hospitals 

0 1 11 2 11 3 8 0 

# of hospital 
beds per 1000 
people 

4 2 n/a 1.8 2.8 2.2 0.8 1.4 

# of physicians 
per 1000 people 

2.98 1 1 2.1 1.4 0.358 0.597 1.32 

# of health sector 
employees 

14,500 216,000 148,000 40,000 n/a n/a n/a n/a 

 
Source: Based on data from the Ministry of Planning and International Cooperation, Jordan (2007).  Jordan Competitiveness Report 

2007  

 

Task 4: Firm productivity and cost benchmarking  

Understanding firm profitability compared to competitors is a critical element of analysis that 

will inform upgrading strategies and what improvements will increase the overall returns to 

businesses. This analysis includes quantifying production costs (labor, inputs, etc) and profit 

margins for representative firms at each level of the value chain, and comparing this information 

to data on competitor industries. Such an analysis can help indicate at what level improvements 
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are needed. Availability of such data varies. This analysis was recommended during step 1 to be 

conducted at the sector level (see example of cost benchmarking for women‘s jeans for Indonesia 

in chapter 5 of Step 1), however, it is likely that at that stage such information would have been 

collected either at the very high level or were not available at all. Building on earlier analyses, at 

this stage the researchers will focus on performance of firms specifically within the identified 

market segment.  

Comparator country data can be obtained either through desk research or through interviews with 

industry experts. The best source of information for the target industry, are interviews with a 

sample of firms within the industry. Interviewing 2-3 firms at each level of the value chain will 

provide a good indication of whether the firms are profitable and if not, where are the sources of 

revenue loss and how do production and operating costs affect the overall price of the product or 

service. Data to be collected include: per year unit of product or service – labor costs, input costs, 

operational costs, sales revenue and profit margin. In some competitive environments and cul-

tures firms might be forthcoming with this information and in some this information may be con-

sidered proprietary. If industry stakeholders are not willing to share this information, researchers 

may be able to obtain such information through interviews with industry experts or buyers.  

Task 5: Analyze gap analysis findings and inform potential upgrading pathways 

The objective of each of the analytical tasks outlined above is to quantify the performance gap 

compared to a competitor country. This may be done either through a numeric ranking as in the 

example of Dominican cigars above, or through quantifying industry‘s performance on certain 

area as percentage of comparator country‘s performance in the same area. Quantifying the gaps 

allows practitioners to prioritize productivity gaps both in terms of their impact on the overall 

competitiveness and in terms of potential for the industry to close the productivity gaps. Results 

of this analysis will be presented to stakeholders along with potential upgrading options. 

Through a facilitated discussion, industry stakeholders will help refine and validate the gap anal-

ysis and will agree on upgrading strategies to address the existing gaps and constraints.  

 



–

Question

• On what basis is the 
industry going to compete 
in the target market 
segment and how is it 
going to upgrade its 
capacity ot meet market 
requirements?

Data Input

• Findings from end market 
analysis and gap analysis

Process

• Participatory exercise 
with key stakeholders to 
develop and agree upon a 
strategy

• Duration: 2-3 days

Output

• Market positioning and 
upgrading strategy 
defined and agreed upon 
by stakeholders

Tool: Upgrading strategy development 

Equipped with the results of end market analysis the industry 

stakeholders can make an informed choice about which mar-

kets and demand segments to target given current market op-

portunities, trends and industry‘s capabilities. This choice 

forms the basis for the development of a competitiveness strat-

egy, which includes two interlinked elements: market position-

ing and upgrading.  

Market positioning defines an industry‘s chosen approach to 

competing in or entering the particular market segment. Indus-

try upgrading is broadly defined as the process of increasing 

industry‘s competitiveness through continuous innovation to 

improve products and services, increase production efficiency 

and value added. 

Developing an industry upgrading strategy involves engaging 

sector stakeholders in an analysis of their competitive position 

and reaching an agreement on a set of assumptions, goals and 

expected outcomes. Strategy includes prioritization of availa-

ble options and can be as much about deciding what oppor-

tunities the industry will not pursue, as much as about what it 

decides to focus on. A strategy should include the following 

elements: 

 Industry‘s end goals agreed upon by stakeholders (for example, increasing existing mar-

ket share, targeting a particular channel or buyer, entering new market, etc); 

 Decision on what basis the industry is going to 

complete in the chosen market segment (for 

example, based on price, product differentia-

tion, engaging in new functions, such as mar-

keting, etc); and  

 Action plan on how the industry is going to 

access the knowledge and technologies re-

quired for capacity improvements. 

To be effective the strategy should be a result of an 

agreement between key industry stakeholders - public 

and private – and is associated with specific action 

steps and measurable goals. Examples of successful 

market positioning and upgrading strategies imple-

mented by different industries are shown in the table 

below. 

 

 

 

 

Upgrading and Innovation 

Upgrading is accomplished through continuous 
innovation which allows the industry to adjust to 
frequent changes in the marketplace and maintain 
its competitive position overtime. Innovation needs 
to be at a rate faster than that of competitors and 
is defined broadly as introduction of different pro-
duction processes, development of new products, 
improving organizational performance, and other 
improvements or novelties that puts firms ahead of 
the competition. A critical enabler of innovation 
and, as a result, upgrading is access to know-
ledge, particularly market information and technol-
ogical learning. Part of developing an upgrading 
strategy is identifying mechanisms through which 
the industry can access the required knowledge, 
such as investment, linkages to lead firms, etc. 

 

10 
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Industry Market positioning strategy Upgrading Strategy 

Chilean Salmon Focus on new product export-
ing farmed salmon. 

 Establishment of an investment program to 
promote salmon business. 

 Improve compliance with fishing, health and 
environmental regulations.  

 Public and private investment in R&D, inno-
vation, training and technology partnerships. 

 Cluster development: effective collaboration 
between salmon industry and related indus-
tries, such as packers, fish feed producers, 
transporters, and other services. 

Rwandan Coffee Product differentiation, focus-
ing on high quality higher end 
product. Moving from com-
modity grade coffee to special-
ty coffee. 

 Improving quality through establishing quali-
ty control mechanisms.  

 Investment in new milling technologies. 

 Industry marketing and promotion through 
international trade shows. 

Ethiopian flowers 
 

Entering a new market.  Building linkages with foreign investors in-
terested in importing flowers from Ethiopia.  

 Government incentives: tax exemptions, 
duty free imports of machinery. 

Malaysian Elec-
tronics 

Move from assembly-based, 
low value-added activities to-
wards higher value- added 
activities, such as R&D and 
product design, distribution 
and marketing of a semicon-
ductor devices, high-end con-
sumer electronics and ICT 
products. 

 Development of clusters through integration 
of suppliers, supporting industries, business 
services, etc. 

 Attracting FDI through financial incentives, 
such as 100% foreign equity ownership and 
no restrictions on employment of foreign 
workers. 

 Government tax incentives for development 
of technical and vocational training institu-
tions. 

ICT, Ahdhra Pra-
desh, India 

Moving into new business 
function, ICT services. 

 Facilitating domestic investment through 
establishment of local business support 
agency. 

 Workforce development – establishment of 
company specific training programs for stu-
dents for future placement, 

 Partnerships with major international IT 
companies. 

 Establishing local partnerships between 
technology industries, academia and re-
search. 

Moroccan straw-
berries 

Focus on increasing existing 
market share in the European 
fresh strawberries market. 

 Identifying new sources of plan material 
through establishing a commercial partner-
ship between Moroccan seed and plant dis-
tributor and a US partners for strawberry 
plant purchase. 

 Buyer surveys to maintain information on 
European buyer requirements. 

 Eliminate barriers to local breeding of new 
and improved plant varieties. 

 Improving quality inspection procedures to 
reduce product damage. 
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Strategy development process 

The process of developing an upgrading strategy includes leading the industry stakeholders 

though a collective strategy development exercise and consists of several tasks outlined below: 

1. Understand industry‘s competitive position and the power dynamics in the target market 

segments. 

2. Determine what should be the market positioning strategy for the industry based on in-

dustry competitive dynamics. 

3. Define upgrading strategy based on performance gaps. 

Task 1: Analyze industry’s competitive position in the target market segments  

This analysis assumes that the industry stakeholders are already aware of the results of end mar-

ket analysis and have indentified and agreed upon the target market segments. The objective of 

this task is to collectively understand the industry‘s competitive position in these target market 

segments. A useful participatory tool that can be used for this purpose is Michael Porter‘s Five 

Forces Framework which reveals the key competitive forces likely to affect the producers as 

they are competing in the target market segment. While end market analysis gives an overview 

of the trends and competitive pressures in the market segments, the Five Forces tool is most use-

ful for analyzing the position of the target country‘s industry in these market segments with a 

particular focus on governance issues and power dynamics, as illustrated below.  

 

The following questions are of particular importance for upgrading strategy development and 

focus on potential sources of knowledge and market access for the industry: 

Buyer power

•Buyer concentration

•Degree of dependency upon 

existing distribution channels

•Bargaining leverage

•Buyer switching costs

•Access to information

•Buyer‘s ability to backward 

integrate

•Competition between buyers

•Product differentiation

Threat of substitutes

•Buyer propensity to substitute

•Relative prices and 

performance of substitutes

•Buyer switching costs

•Ease of substitution

•Number of substitute products 

on the market

Threat of new entrants 

into the market

•Economies of scale

•Absolute cost advantages

•Capital requirements

•Product differentiation

•Access to distribution 

channels

•Legal entry barriers

Supplier power

•Supplier switching costs

•Degree of differentiation 

of inputs

•Impact of inputs on cost

•Presence of substitute 

inputs

•Supplier concentration

•Supplier competition



–

  

 Who is the industry‘s buyer (buyers might not necessarily be located in end markets)? 

 To what extend is the industry coordinated by lead firms/global buyers and their interme-

diaries/network orchestrators? 

 Is it feasible to sell directly into end markets or does the industry need to build relation-

ships with intermediaries to become a part of a sourcing network for large global buyers? 

 Which firms and organizations ―drive‖ the industry as big buyers, market share leaders, 

foreign investors, owners of key technologies and other intellectual property, and initiate 

or ―lead‖ the process of global engagement (for example, sourcing, FDI, contracting out, 

licensing, franchising, etc.)? 

 Who controls the sources of supply for the industry? Are the supplies sourced domesti-

cally or internationally?  

 Will industry‘s success depend on locating new sources of supply (for example cheaper 

sources of fabric in the apparel industry)? 

Box 33: Example - Five Forces Analysis for Afghan Dried Fruits and Nuts 

 
Source: OTF (2008) End Market Research Toolkit 
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Task 2: Develop market positioning strategies 

The objective of this task is defining the end goal for the industry (for example, increasing mar-

ket share in an existing market segment, entering a new market segment, selling to customer X, 

reaching new client base, etc) and determine specific strategies that will help the industry 

achieve its desired goals. The focus is on deciding how the industry is going to position itself in 

the target market vis a vis competitors. Borrowing from the business strategy concepts of firm 

competition based on product, price, promotion and place, development practitioners differen-

tiate between competitive strategies based on price (via process efficiencies), quality and product 

differentiation (via product improvements), capturing higher value through performing new 

functions in the value chain, such as marketing, design, branding (functional upgrading) or enter-

ing a new market (channel upgrading). These strategies are called upgrading pathways: 

 Process upgrading: focuses on increasing production efficiency that results in either 

greater output for the same level of inputs or the same level of output from fewer inputs 

leading to the overall reduction in price. Process upgrading reduces the cost of production 

and may be attributable to improved organization of the production process or to the use 

of an improved technology.  

 Product upgrading: focuses on improving quality of a product, making it more desirable 

to consumers, resulting in the product being able to command a higher price. 

 Functional upgrading: is the entry of an industry into a new, higher value-added level 

of the chain through taking on new functions (for example, design, marketing, developing 

own brands, etc). This moves industry‘s firms closer to the final consumer and allows it 

to receive higher unit price per product.  

 Channel upgrading: includes entry of an industry into a new channel leading to a new, 

higher value-added end market. 

An industry‘s chosen market positioning strategy might not fit exclusively within one particular 

upgrading pathway, but usually one of the pathways becomes the overarching strategic focus of 

the industry with the rest of improvements contributing to this larger goal. For example, a strate-

gy focused on product differentiation is likely to be primarily centered around product quality 

improvements, but might involve operational improvements and increasing supply chain effi-

ciencies as well.  

A useful tool for stakeholders in defining and prioritizing possible market positioning strategies 

is the SWOT analysis tool. A simple SWOT analysis is usually developed as part of end market 

analysis and identifies industry‘s strengths and weaknesses, as well as opportunities and threats 

with regard to different markets. The objected of the current analysis is to determine what specif-

ic market positioning strategies the industry should pursue with regards to these markets. A cus-

tomized SWOT model (slightly different from the typical 2x2 SWOT matrix) has been devel-

oped by on the Frontier (OTF) for this purpose. This modified format, shown below, allows for 

integration of internal and external factors (top row and left hand column) into clear strategic op-

tions that could be pursued by the industry. The advantage of this matrix is that it allows the in-

dustry to outline strategic options for each market (or market segment) separately, in cases where 

the industry might want to pursue a market diversification strategy. In the near term the industry 

will not be able to pursue all of the strategies indentified, therefore comparing different options 

and their importance for different market segments allows the industry stakeholders to prioritize 

and pursue strategies that will have the highest impact. 
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Box 34: Example - SWOT Analysis for Afghan Dried Fruits and Nuts 

SWOT analyses were developed for both UK and Indian markets. The internal factors are identical for 

both markets, while the external factors are populated based on findings from end market analysis. Al-

though there were a few options for pursuing the UK‘s wholesale market segment, the challenged of im-

plementing this strategy were daunting and would likely require significant time and financial resources to 

bring to fruition. On the other hand, many of strategies indentified for India were actionable and could 

produce concrete results within the timeframe of the project and a reasonable private sector time horizon. 

 

Source: OTF. (2008). End Market Research Toolkit 
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Task 3: Define upgrading strategy based on performance gaps against competi-
tors  

The objective of this task is to determine how the industry is going to upgrade its production ca-

pacity based on existing performance gaps (as shown by earlier gap analysis and productivity 

benchmarking) and the chosen market positioning strategy. The gap analysis of Dominican vs. 

Cuban cigars shown below, for example, has demonstrated that the Cuban industry has direct 

control over its marketing and distribution channels in Europe, while the Dominican producers 

depend on international brands. In addition, the Dominican industry imports cigar wrappers, 

while the Cuban industry produces their own. An upgrading strategy for the Dominican industry 

will need to include improvements in quality and development of own brands.  

 

 

The critical element of upgrading strategy development is determining what resources are needed 

to implement the required upgrading and how the industry is going to access the required know-

ledge, primarily focused on technology and market information. For example,  

 If the strategy is to focus on higher end product segment: what are the gaps in quality 

compared to competitors and what needs improvement (better materials, better quality 

control processes, better skills, obtaining quality certifications) and how is the industry 

going to accomplish the needed changes – through attracting domestic investment, FDI, 

integration with lead firms, etc? 

 If the focus is on improving production efficiencies: what are the current productivity 

gaps compared to competitors and how can the industry access the required investments 

in new machinery, for example, or workforce training required for implementation new 

production processes or quality control systems? If access to technology is critical for 

productivity improvements, can technology be accessed through FDI?  
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 If the strategy is to sell into a particular market segment: what does the industry need to 

do to reach these markets - building direct relationships with buyers through trade shows, 

building relationships with agents or market intermediaries that sell to global buyers? 

 If the focus is on developing new functions within the industry, such as design and mar-

keting, how can the industry improve the skills of its workforce?  

One useful framework for indentifying upgrading strategies and sources of knowledge and in-

vestment, shown below, has been developed by Hubert Schmitz. It is based on the assumption 

that upgrading requirements of developing industries are likely to fall within two types of gaps: 

technology gap (due to dislocation from the main international sources of technology) and mar-

keting gap (due to dislocation from the main international markets). The table below offers a use-

ful framework for classifying existing gaps and identifying potential upgrading strategies and 

different options for promoting integration in the global economy based on the size of marketing 

and technology gaps. For example, in the automobile or micro chip industry, most countries 

would be best advised to rely on foreign direct investment (box 1 of table). In the sports shoe in-

dustry (where branding is so important), integration into global value chains is probably the most 

sensible option (box 2). In industries making specialized machinery, licensing (or joint ventures) 

is often the best option (box 3) and in the furniture industry or garment industry, direct export of 

own-designed complete products can be a suitable strategy (box 4).  

Table 10: Four strategies for entering the global economy 

Technology gap 
 Wide Narrow 

M
a

rk
e
ti

n
g

 g
a

p
 

Wide 1. Access to both technology 
and markets is a severe prob-
lem for local firms. Foreign 
direct investment (FDI) is 
preferred strategy.  

2. Challenge is not technology, but marketing. In-
tegrating into value chains co-ordinated by 
global buyers seems best.  

Narrow 3. Challenge is not marketing, 
but technology. Acquiring 
technology through licensing 
seems best option. Or joint 
ventures.  

4. Technology and marketing gaps are narrow. 
Local firms can export own-designed com-
plete products directly.  
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Question

• What are the cost 
implications of current 
regulations for specific 
actors in the product 
segment?

Data Input

• End market analysis, 
value chain map, trade 
data, costs of production, 
processing, transport, etc

Process

• Desk research
• Interivew with value 

chain stakeholders and 
policy makers led by local 
expert

• Duration: 2 weeks

Output

• Identification of specific 
regualtory constraints

• Cost calculation
• Feasibility assessment

Tool: Regulatory constraint analysis 

The ability of sectors to compete depends to a great extent on 

the laws, regulations, administrative procedures, and informal 

actions governing the costs (in both monetary terms and time) 

that firms face as they do business. The Competitiveness Im-

pacts of Business Environment Reform (CIBER)
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 tool is a 

bottom-up analytical approach that guides practitioners to ana-

lyze regulatory constraints within the value chain and develop 

strategic reforms. This regulatory constraint analysis draws 

heavily from two components of CIBER: cost modeling regu-

latory constraints and political and administrative feasibility 

analyses. 

The process of modeling the costs of regulatory constraints has 

the primary effect of highlighting the losses to the value chain 

(or one segment of it), to support future advocacy efforts. In 

addition to showing the magnitude of competitiveness impacts, 

data can also be used to address resistance from policy-makers. 

Its secondary effect is to provide insights into the separability 

of constraints and the relative impact of specific constraints 

within one regulatory arena.  

The success of the regulatory constraint analysis is contingent 

on the ability of the research team to work closely with value chain stakeholders who provide 

perceptions on constraints and feasibility, as well as data on cost structures. Therefore, the re-

search team should include a local expert who is known and trusted by value chain stakeholders.  

                                                 
 

Key Questions for Regulatory Analysis 
 Where are the specific (binding) regulatory constraints impacting competi-

tiveness? 

 How much are they costing the relevant segments of the value chain? 

 What are the political factors inhibiting or encouraging reform? 

 What are the administrative structures within which the constraints lie? 

 What is the feasibility of overcoming resistance to reform? 

 Is there a stakeholder group that can pursue reform advocacy activities? 

 



–

 

Desk Research Sources  

 International trade data: Analysis of trends in market share and market size 

using trade data provide assists in international benchmarking of competi-

tiveness 

 Standard publications (Doing Business, Global Competitiveness Report, 

Investing Across Borders, etc.) provide national level perception and hard 

data on regulatory issues. 

 World Bank Enterprises Survey: Provides information on informality and 

regulatory reform 

 Value chain stakeholders: Industry associations and firms provide guid-

ance on constraints, price and cost information, and politi-

cal/administrative factors. Government officials and policy makers provide 

information for the political and administrative feasibility analyses.  

 Value chain map: Provides an overview of the value chain and assists in 

identifying regulatory constraints 

 End market analysis: Provides guidance for upgrading strategies and as-

sists in identifying regulatory constraints  

 An Analytical Framework for Understanding the Political Economy of 

Sectors and Policy Arenas, Overseas Development Institute, 2005.  

 USAID. (2008). CIBER: Enhancing the Competitiveness of Business En-

vironment Reform, a Value Chain Approach for Analysis and Action. 

Washington DC: DAI for USAID 

 DAI. (August 2010). Competitiveness Impacts of Business Environment 

Reform (CIBER): Regulatory Constraints to the Competitiveness of the 

Tourism Sector in Tanzania: Platform for Advocacy. Prepared for The 

Tourism Confederation of Tanzania (TCT)  

 USAID. (2008). Competitiveness Impacts of Business Environment Reform 

(CIBER): The Cashew Nut Value Chain in Brazil. DAI for USAID 

 FIAS. (August 2007). Moving Toward Competitiveness: A Value Chain 

Approach 
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Task 1: Review background information through desk research  

The objective of the desk research is to gather available information on constraints and cost fac-

tors in the product segment. Many issues will have been identified during the value chain map-

ping and end market analysis conducted at the beginning of Step 2, as well as through other pub-

lications. It will also be valuable to analyze trade data (using the Bethesda Matrix at the product 

level, for example) to identify trends in market share and market size for the product in key mar-

kets.  

Tips for practitioners: Potential symptoms of regulatory constraints 

 Informality: Informality may indicate that regulations or administrative procedures are too 

arduous, forcing the private sector to work around formal processes.  

 Low rate of corporate tax payment: Related to informality, low rates of tax payment may 

indicate problems in tax policy or administration, such as a burdensome tax rate or an inefficient tax 

collection system. 

 Drop in market share: If market share has dropped off dramatically (particularly in grow-

ing markets) there may be new conditions, regulations or standards in the market that the private sector is 

unable to meet, or there may be a change in the trade regime.  

 High levels of collateral required for loans: If firms are unable to access finance through banks—or if very 

high levels of collateral are required—it may indicate a lack of information about firms or the lack of a cre-

dit registry. 

 

 

This task culminates in a narrowed selection of regulatory constraints. Regulatory and adminis-

trative constraints may exist along the value chain. The box below highlights some of the key 

areas researchers should consider when conducting the background review.  

Table 11: Regulatory and Administrative Categories 
 

Obtaining Inputs (Upstream 
Providers)  
Availability, quality and price of 
(material) inputs  
Access to technology  
Administrative fees and li-
censes 
Paying Taxes  
National taxes  
Intra-state taxes  
Local taxes and fees  
Employing Workers  
Minimum wage  
Social charges  
Firing  
Temporary contracts 

Access To Land  
Governing leasing  
Governing purchase  
Access To Finance  
Collateral requirements  
Cost and terms of capital  
Trade 
Time to import/export 
Import/export duties  
Non-tariff barriers 

Regulatory Transparency  
Information available to busi-
nesses  
Degree of informality  
Infrastructure Quality And 
Costs  
Environmental (air/water) quality  
Roads  
Pricing structures  
Quality Standards Infrastruc-
ture  
Quality assurance standards  
Access to standards for export 
markets  
Degree to which standards are 
enforced  
Informal Charges 
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Task 2: Stakeholder interviews  

Researchers will work with stakeholders in an iterative process that attempts to drill down into 

specific constraints in order to:  

a. Validate constraints from desk research 

An industry ―umbrella‖ organization within the selected value chain, such as a research institute, 

business association, or other group, is the ideal place to begin. These organizations will have a 

thorough understanding of issues facing the industry and will be able to determine if issues on 

the initial list are still valid, assist in prioritizing them, and potentially add new constraints to the 

list. They will also assist in identifying experts for additional interviews.  

The following checklist offers guidance on the kinds of experts investigators should meet. This 

list must be tailored to include the experts relevant to specific value chains and constraints.  

 

The regulatory typology below provides a structure for thinking about constraints and their im-

pact on the product segment. Researchers should gather information on the level of the con-

straints, the specific area of constraint, the kind of enterprises affected, the section of the value 

chain that is affected, and the stakeholders for reform. Stakeholders will include government of-

ficials at the national or local level, in addition to private sector actors. 

  

Table 12: CIBER Expert Checklist 

Industry consultants  

Industry associations  

Industry/product research institutes  

Training institutes  

Business owners  

Operational managers  

Material procurement managers  

Product delivery managers/supervisors  

Marketing managers/supervisors  

Financial managers  

Suppliers  

Quality assurance agents  

Freight forwarders/multimodal transport op-
erators  

Shipping line and shipping agents  

Transport carriers (truck, rail, air)  

Port authority (sea/air)  

Ministry of trade or commerce  

Ministry of industry  

Ministry of agriculture  

Licensing boards  

Customs services  

Commercial banks, exchange control agencies, the 
central bank  

Chambers of commerce  

Pre-shipment inspection agencies  

Departments of trade/external trade  

Buyers and network orchestrators  
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Table 13: A Regulatory Typology 

Level of Law/ 
Regulation  

Area of Con-
straint  

Type of Enter-
prise Primarily 
Affected  

Section of The 
VC Affected  

Stakeholders for 
Reform  

WTO rules/free 
trade agreements  

Regulation is clear 
but compliance 
can be time con-
suming or expen-
sive; implications 
of obligations often 
not clearly unders-
tood  

All  Export-oriented 
value chains; gov-
ernment (through 
transparency re-
quirements  

National government; 
however, once the 
agreement is ratified, 
reforms are difficult  

Standards for 
goods and servic-
es in export mar-
kets  

Regulation may 
not be clear, or 
access may be 
difficult; com-
pliance may be 
time consuming or 
expensive  

Medium  Depending; e.g., 
GlobalGAP per-
meates the entire 
value chain, while 
HACCP may only 
affect the proces-
sor/exporter 

Set by export markets, 
international conven-
tions; exporters, how-
ever, can pursue bet-
ter access 

National, imple-
mented nationally  

Regulation may 
not be fully justi-
fied; administrative 
application may 
vary across agen-
cies (e.g. customs 
and health authori-
ties)  

Small/micro (since 
the relative impact 
of the cost of com-
pliance is greater)  

Producers of raw 
materials  

Firms involved  

National, imple-
mented locally  

Poor regulations 
leave too much 
administrative dis-
cretion; opportuni-
ties for corruption  

All, but impact is 
greater on MSMEs  

Producer, precur-
sor industries  

Associations  

State/local  Regulations are 
contradictory  

Domestic  Input suppliers  Associations  

National support 
structures, includ-
ing private industry 
self-regulators 

Key regulations 
either do not exist 
(quality standards), 
or are poorly im-
plemented  

Primary impact is 
on transactions 
along the value 
chain, since lack of 
(enforced) quality 
standards raise 
risks and may ex-
pose legitimate 
producers to unfair 
competition  

Exporters; brand 
images  

Associations  
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b. Develop a cost model for each specific constraint  

The CIBER model measures the financial costs of existing constraints (or administrative re-

quirements of regulations), or expected benefits of reform. Ideally the model will contain all the 

costs associated with the business operations, but at a minimum the cost function should include 

the marginal costs of factors linked to the regulatory constraint. The cost model used will differ 

based on the nature of the regulation under review—past applications of CIBER have used par-

tial budget estimates, scenario simulation, and the standard cost model.  

The following checklist itemizes the kinds of costs researchers may need to consider in develop-

ing the model. 

 

It is not possible to present a definitive interview guide, as the nature of each interview will 

change based on constraint and interviewee. However the FIAS report, Moving Toward Competi-

tiveness: A Value Chain Approach
42

 lays out a useful series of policy questions to consider when 

building and populating the cost model. 

  

                                                 
 

Table 14: CIBER Cost Checklist for Each Stage of the Value Chain 

Labor Cost  

 Prevailing wage rates  

 Non-wage labor costs  

 Cost of search (including special cases, such 
as expatriate workers)  

 Cost of lay-offs or firing  

Cost of Finance and Capital  

 Real interest costs on loans  

 Collateral requirements  

 Availability and cost of raising capital  

 Availability and cost of specialized financial 
instruments (loans, export financing, forfeiting, 
etc.)  

Input Costs  

 Costs of domestic inputs  

 Reliability and quality of domestically supplied 
inputs  

 Costs of imported inputs, including capital 
goods  

 Reliability/timeliness of imported inputs  

 Cost of obtaining foreign exchange  

Cost of Precursor Services  

 Cost of utilities (electricity, water/wastewater, 
communications)  

 Reliability of utilities services (outages, disrup-
tions)  

 Transportation costs  

 Reliability of transportation  

Land  Technology  

Security  Taxes  

Costs of Market Intermediaries  Cost of Regulatory Compliance  
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c. Gather data to populate the cost model  

Researchers should gather information on production costs, differentiated according to the regu-

latory typology described above; the costs incurred through compliance with the specific regula-

tion or series of regulations under review; costs incurred by intermediaries; etc.  

The data required to populate the cost model may come from a variety of sources, including pub-

lished prices and those reported by value chain stakeholders. The availability and quality of this 

data will depend on several factors, including: The degree to which international prices govern 

in-country prices, the degree of informality of the value chain, and the reliability of interviewees. 

However, all attempts should be made to cross-reference data obtained from any source.  

Firm-level cost information may be difficult to obtain. It may not be directly available from firms 

because of a lack of sophistication regarding financial specifics or an unwillingness to reveal 

sensitive information. In some instances, the implied cost can be deduced from the observations 

of the value chain participants. For example, delays in VAT reimbursements represent in effect a 

fairly common form of temporary taxation, and the impact on cost and price for the export stage 

of the value chain and its ripple effects to earlier stages can be modeled fairly easily. 

The following examples illustrate how different cost models were used in the cashew industry in 

Brazil, the pig sector in Cambodia, and the tourism sector in Tanzania, respectively.  

The first example illustrates the results of a basic model of the costs to Brazilian processors asso-

ciated with purchasing one 50 pound box of cashew nut kernels. The price per box is increased 

by 5% due to poor implementation of state and federal tax credits. According to the regulation, 

processors are entitled to receive tax credits on purchases of cashew nut kernels, but these are not 

delivered in a timely way, or in some cases are not delivered at all. Furthermore, because cashew 

nut kernel exports are tax exempt, the more the processor exports, the less they can use their tax 

credits and the more they suffer from the tax credit losses. The chart below illustrates the costs 

incurred by cashew nut processors. The bars represent 1) the market value of a box of unpro-

cessed cashews and 2-5) opportunity costs and tax credit losses for a total cost increased by 

$3.39 per box of cashews. The tax credit losses effectively penalize cashew nut exporters.  
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Figure 19: Impact of Unused Tax Credits on Costs to Cashew Nut Processors – 
Average 2007 (US$/Box of Cashew Nut Kernel) 
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Figure 20: Standard Cost Model for Tour Operators in Tanzania Average 2011 

 

In the second example, a Standard Cost Model was used to estimate the burden of licensing and 

administrative fees on tour operators in Tanzania. The following figures summarize the amount 

of hours that tourism businesses spend each year understanding regulations, downloading forms, 

filling in paperwork, photocopying, getting copies of other support documents, duplicating do-

cumentation efforts for different government agencies, delivering documents to a variety of local 

and national government offices, verifying delivery, negotiating and confirming proper payment, 

and continuing to follow up with appropriate government agencies. On average, tour operators 

collectively spend approximately USD 490,927.23/year. 

  

Administrative 
costs of doing 
business in the 
tourism sector 

= 

Average monthly 
salary of staff 
completing all pa-
perwork  

X 

The estimated hours to complete 
all license and levy forms and 
procedures on an annual basis, 
including the time spent to follow 
up with the appropriate govern-
ment agency 

X 

The number of 
businesses 
facing these 
administrative 
burdens, based 
on MNRT 2010 
TALA figures 

SCM for Tour Operators 

Payments  Annual time to 
complete (days)  

Certificate of registration  0.5  

TALA - tour operators  9.6  

VAT  16.0  

Corporate tax  8  

Payroll levy/SDL  24  

Municipal service levy  8  

Work permits - Class A/B  4  

Vehicle registration  5.5  

Vehicle inspection  4.5  

Road license  1  

Insurance  3  

Fire safety sticker  5.6  

Safety-week sticker  1.4  

SUMATRA sticker  1.58  

Frequency radio license  3  

Estimated time to com-
plete paperwork  

93.2  

 

Estimated monthly salary of 
finance manager  

Tsh 678,000 

(USD 419.86)  

Estimated total number of 
hours to complete tax/license 
paperwork for tour operators  

745 hours  

Estimated monthly salary for 
designated employee who 
completes tax/license forms  

Tsh 
678,000/month  

(USD 419.68) 

Average number of months in 
person-hours to complete 
regulatory paperwork  

4.24 months  

Average annual cost of per-
sonnel to complete regulatory 
paperwork per local tour op-
erator  

Tsh 
2,871,477.98/year 
(USD 1,777.56) 

Estimated number of regu-
lated tour operators in Tanza-
nia  

275  

Total administrative burden 
for tour operators to com-
plete all license, fee, and 
levy processes  

Tsh 
789,656,443/year  

(USD 490,927.23) 

 

 

Administrative burden 
for all tour operators: 
789,656,443.45 Tsh 

+ 
Administrative burden for all 
hotels: 319,335,179.92 Tsh 

= 
Estimate of total administrative 
costs for tour operators and 
hotels 1,108,991,623.37 Tsh 
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d. Determine the political and administrative feasibility of reform  

In any change of economic policy or regulation there will be ―winners‖ and ―losers‖. In some 

instances, reforms aimed at improving conditions for one part of the value chain may negatively 

impact other segments. In addition to the impacts of reforms on the private sector, the public sec-

tor may present strong support or resistance for reforms from a variety of fronts. Reforms may 

directly reduce tax revenue, ceteris paribus (as in the case of Brazilian cashew nuts outlined 

above), but may also lead to increased production, processing, and exports, with a corresponding 

increase in revenue. Understanding the root causes of existing constraints and the motivations of 

different stakeholders, while addressing possible losses, is essential to the development of an ef-

fective advocacy approach and sustainable reform. 

Measuring the political and administrative feasibility of reform (ie. conducting a political econ-

omy analysis for regulatory constraints) requires an understanding of the historical, political, and 

informal structures governing the value chain. Furthermore, such an analysis may also require an 

understanding of the role of multiple levels of government in determining regulations and their 

implementation, from international agreements to the federal or local level, down to the power 

structures and relationships within the value chain itself.  

 

The political feasibility analysis assesses the potential for established political forces to support 

or impede reform. In this analysis, as throughout the regulatory constraint analysis, the public 

sector is an important partner, rather than an adversary. It is essential that researchers attempt to 

understand the incentives of each stakeholder—even when they diverge. The dialogue that is in-

itiated during this phase will be deepened during future reform advocacy efforts. 

The administrative feasibility analysis assesses the structure of the regulation and the regulato-

ry changes that may be required for reform—from constitutional change to improved implemen-

tation of an existing law—to determine the complexity of effecting change. 

The following checklists provide guidance to practitioners as they assess political and adminis-

trative feasibility. The first box lists different factors that may impact feasibility—from the de-

Tips for Practitioners: Political issues to analyze 

 Basic issues: formal and informal rules for policy making and implementation, the policy  

       network within and across sectors, the influence of powerful participants 

 Historical legacies: implication of the historical legacy in policy making and implementa 

       tion 

 Structural factors: the nature of the market and leading methods of production, regional  

       variations in attitudes to policy 

 Change processes: reasons for shifts in trends in policymaking processes, implications for   

        policy; key elements and phases of the policy-making cycle 

 Power relations: key actors (prominent & hidden) in policymaking and implementation; 

type and level of influence; how these actors exert influence and the policy consequences; 

how power relations influence negotiation processes; how policy is distorted or renego-

tiated during implementation; the role of street level bureaucracies and the extent to which 

policy is renegotiated by everyday forms of resistance 

 
Source:  Overseas Development Institute. (2005). An Analytical Framework for Understanding the Political Economy of Sectors and 

Policy Arenas  
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gree of geographic centralization of the value chain, which may limit political interests to a nar-

row realm, to the degree to which other value chains may be hurt by reforms, which will lead to 

greater resistance. The second box considers the level of government necessary to make a change 

and the efficiency with which laws or regulations can be changed. 

Table 15: CIBER Political Feasibility Checklist 

 The degree of geographic centralization of 
the value chain under review  

 The degree of specificity of the regulation to 
the value chain  

 Level of government at which the regulation 
is promulgated/ implemented  

 Historical factors that have led to or support 
the current regulatory framework.  

 Existing incentive structure that has led to or 
support the current regulatory framework.  

 Possibilities for refining the existing incentive 
structure  

 Support/opposition in and outside of govern-
ment.  

 Leverage supporters/opponents have to sup-
port their own interests.  

 Expected size of impact in terms of financial, 
time, political, etc. costs  

 Past reform initiatives and reason for out-
come.  

 Current or near term government reform initi-
atives planned and who is championing them  

 Degree of political centralization  

 Public-private organizational role and struc-
tures  

 ―Winners‖ and ―losers‖ in policy implementa-
tion  

 Degree to which other value chains or private 
sector actors may be hurt by the reforms 

Table 16: CIBER Administrative Feasibility Checklist  

 Administrative efficiency  

 ICT structures  

 Presidential Regulation/decree/instruction  

 Ministerial Regulation/decree/instruction  

 Joint ministerial decree  
 

 Directorate general regulation/decree/ instruc-
tion  

 Provincial regulation  

 District/city regulation  

 Governor regulation  

 Mayoral regulation  
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Question

• What are the gaps in the 
labor market between 
current skills and those 
neeeded, now and in the 
future?

Data Input

• End market analysis, 
value chain map, country 
level perception data, 
labor statistics, interivews

Process

• Desk research
• Interivews with firms, 

educational/training 
institutions, policymakers

• Duration: 1-2 weeks

Output

• Analysis of the gap 
between existing and 
needed skills at the sector 
level

In many countries—whether relying on high and low skilled 

labor—there is a significant gap between the skill sets required 

by firms in the private sector and those available among exist-

ing workers and graduates. Educational institutions and training 

programs may make use of outdated curricula, lack the neces-

sary coordination with firms to understand what they need, or 

simply lack the funding to update and revise their programs. As 

countries seek to upgrade competitiveness in key sectors this 

skill gap is likely to grow. It is therefore essential to understand 

the current labor market in order to develop viable upgrading 

strategies for the future.  

When speaking of skills in the workplace, we refer to ―hard 

skills,‖ which may include technical or administrative activities 

related to core business functions such as machine operation or 

sales and ―soft skills,‖ such as communicating, cooperating as a 

team member, solving problems, making decisions, and moti-

vating staff. This second category is much more difficult to 

measure but is often at the top of the list of needs in workforce 

development or support programs.  

The medical tourism industry in Jordan serves as the basis for 

the examples that follow. Table 17 presents some of the most important hard and soft skills in 

this industry. 

Table 17: Sample list of skills required in the medical tourism industry 

Hard skills  Soft skills 

Computer literacy Communication  

English Telephone skills 

Medical product knowledge Customer relations 

Medical after care Complaint resolution 

 

The skills gap analysis provides information on what skills exist in the market and what skills are 

needed to support future competitiveness. The analysis consists of background research, labor 

mapping, and interviews with stakeholders including firms, educational/training institutions, and 

policymakers. 
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Task 1: Background research 

The skills gap analysis will draw from the value chain map and the end market analysis, as well 

other international publications, which will provide a context and facilitate benchmarking efforts. 

The value chain map labor ―overlay‖ will enable researchers to understand the structure of the 

value chain in terms of skills and technologies. This earlier analysis also provides a list of firms, 

educational and training institutions, and policymakers to interview. Researchers can derive the 

skills sets required at the cutting edge of the industry from the results of the end market analysis.  

The following table provides some general questions that should be answered during the back-

ground research. Researchers should expand this table to include additional sector-specific areas 

wherever possible. 

Table 18: Background skills gap analysis information 

Workforce perception 
 What is the general perception of the workforce on the part of the pri-
vate sector? 

Educational level 
 What are the average years of education for workers in the sector (or 
at specific levels of the value chain)? 

Supply-demand information 
channel 

Does such a channel (or dialogue mechanism) exist? How well does it 
work? 

Basic competencies and 
critical skills (sector specif-
ic) 

 What are the basic competencies (describing what is needed to do 
the work) and critical skills required for the sector to continue or up-
grade?  

Opportunities (sector spe-
cific) 

What jobs exist in the sector and are opportunities for employment 
growing or shrinking? 

Brain gain/drain (sector 
specific) 

To what degree are experts in the sector migrating in or out of the 
country? 

Desk Resources  
 

 Standard publications (Global Competitiveness Report, etc.) provide nation-

al level perception and hard data on labor market efficiency and higher edu-

cation and training, etc. 

 World Bank Enterprises Survey: Provides data on job creation and em-

ployment laws 

 Value chain stakeholders: Firms, educational and training institutions, poli-

cy makers 

 Value chain map: Provides an overlay of skills and labor needs 

 End market analysis: Provides guidance for upgrading strategies and assists 

in identifying skills needs at the cutting edge  

 Manpower Group. (2011) ―Manufacturing" Talent for the Human Age  
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Task 2: Labor mapping 

Labor mapping itemizes the different jobs in the sector, and provides information on the 

strengths and weaknesses of the labor force and the options and potential to address weaknesses. 

This information is gathered through interviews with firms, educational/training institutions, and 

policymakers. The sample interview guides below are tailored to these different constituents. In-

terviews with firms focus on the demand for skills, including the difficulties firms have filling 

positions, how that impacts them, and what coping mechanisms they use. Questions for educa-

tional/training institutions focus on the supply of skills, including degree/certificate programs 

and graduates, as well as identification of funding sources and shortfalls. Finally, a short ques-

tionnaire for policy-makers rounds out the picture of the current (and potential) skills landscape. 
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Skills Gap Analysis Survey  

For employers
43 [Ranking from 1 (least) to 5 (most)] 

 

1. Do you have difficulty filling jobs? 

2. What are the most common reasons you have difficulty filling jobs? (tailored to 

sector) 

 

Organizational 
factors 

Candidate-
specific factors 

Environmental/market 
factors 

Looking for more 
pay than offered 
 

Lack of knowledge 
of busi-
ness/academic 
discipline or formal 
qualifications 

Reluctance to change 
jobs in current economic 
climate 

Poor image of 
business sec-
tor/occupation 

Lacking ―hard‖ or 
technical job skills 

Reluctance to relocate 

Poor image of 
company/company 
culture 

Lacking ―soft‖ or 
interpersonal/ 
communication 
skills 

Lack of available appli-
cants/no applicants 

Undesirable geo-
graphic location 

Lack of experience Lack of applicants willing 
to work on a part time or 
contingent basis 

 Don‘t possess the 
right mindset or 
values 

Overqualified applicants 

 Don‘t possess the 
right personality or 
intelligence 

 

 

3. What are the most common jobs you have difficulty filling? (tailored to sector) 

Technicians 

Drivers 

Sales representatives 

Production operators 

IT staff 

Accounting/finance staff 

Management/Executives 

Skilled trades workers 

Engineers 

Laborers 
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Mechanics 

Secretaries, Personal Assistants, Administrative Assistants & Office Sup-

port Staff 

Other 

4. What is the impact on your business? 

Can‘t meet demand (turn away business) 

Quality suffers 

Other 

5. How would you rank the impact on key constituents (customers, investors)? 

6. What strategies are you using to overcome difficulties filling positions? 

Extra training and development to existing staff 

Hiring people without the skills but who have potential 

Changing recruiting or advertising strategies 

Increasing salaries  

Enhancing benefits packages, including signing bonus  

Broadening search outside of local region 

Broadening search outside of country 

Focusing more on staff retention in job roles where recruitment is difficult 

Increasing the focus on improving pipeline 

Working with educational/training institutions to close knowledge gaps 

Providing clear career development to applicants during recruitment 

7. Do you provide additional training and development to existing staff? (yes/no) 

8. If you do provide training, what kinds? (tailored to sector) 

Technical ―hard‖ skills 

Specific to technical position (please describe) 

Computer skills  

Accounting/budgeting 

Other 

―Soft‖ skills 

Leadership 

Interpersonal relations 

Communications 

Conflict management 
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Public speaking 

Other 

 

For educational/training institutions 

1. What degree/certification programs are offered (sector specific)? 

2. How many students are enrolled in the educational/training program? 

3. How many students are enrolled in the (sector specific) program? 

4. How many students graduate each year? 

5. How many students graduate from the (sector specific) program annually? 

6. What is the graduation rate? 

7. How many graduates are employed?  

8. How many graduates are employed in their (sector specific) field of study? 

9. How is revenue for the program generated? 

10. School/training fees %? 

11. Public sector %? 

12. Private sector %? 

13. Other %? 

14. What is the annual funding shortfall (if any)? 

 

For policymakers 

1. What education and/or labor policies exist (or are proposed) to support skills 

building? 

2. What education and/or labor policies exist (or are proposed) to support skills 

building in the specific sector? 

3. What education and/or labor policies provide incentives or disincentives for:  

4. Students to follow a course of study to enter the specific sector? 

5. The private sector to expand into or retreat from the sector? 

6. Foreign workers to enter the country to provided needed skills? 
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Task 3: Gap analysis 

With current and future needs identified and the mapping of existing skills and positions com-

plete, researchers can finalize the gap analysis and provide recommendations for expected train-

ing/educational needs in the future. The specific skills identified for the sector plotted against the 

ideal outcome provides a snapshot of the gaps. 

The figure below provides an example of the way in which the gap analysis can highlights the 

areas of greatest need. In this fabricated case, customer relations is the area of greatest weakness, 

followed by market understanding and product knowledge. Sector-based investments in training 

should focus on these areas. Medical expertise, English language, and computer literacy, mean-

while, are skills that are relatively well covered in the market.  

Figure 21: Sample skills gap analysis for the medical tourism sector in Jordan  
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Question

• How do infrastructure 
factors affect the 
competitiveness 
upgrading of the value 
chain?

Data Input

• End market analysis, 
value chain map, 
international 
comparisons, 
international certifying 
standards

Process

• Desk research
• 5-6 interivews with value 

chain stakeholders
• Duration: 1 week

Output

• Understanding of the 
impact of infrastructure 
factors on 
competitiveness

• Target areas for 
improvement

Tool: Infrastructure impact analysis 

Weaknesses in the country‘s infrastructure can emerge as major 

constraints on efforts to upgrade the competitiveness of the 

value chain, the ability to improve the price or quality of the 

product or services offered. Understanding the impact of such 

constraints on the competitiveness of the value chain is critical 

for devising and implementing an effective upgrading strategy. 

Infrastructure constraints can comprise a number of elements 

that help define the environment for upgrading efforts. For the 

analysis of these constraints, we can distinguish three aspects: 

 Upstream infrastructure services (power, telecommuni-

cations and water); 

 Logistics performance, including the transport infra-

structure, and 

 Quality infrastructure that shapes the country‘s ability 

to compete in international markets on the basis of the 

quality of its goods and services. 

The principal point about all of these elements is that they are 

highly likely to involve some form of private-partnership al-

ready. Even where the government is not operating upstream 

infrastructure services, it is very much involved as a regulator. The same applies to logistics ser-

vices, where the government typically accounts for the majority of investments in roads, ports, 

airports and railroads, or acts as strict regulator. Finally, for quality infrastructure, the govern-

ment plays a significant role, even in ―pure‖ market economies. 

The existence of some form of private-public partnership should facilitate the integration of 

changes affecting infrastructure constraints into a comprehensive upgrading strategy. In fact, 

these organizational arrangements might serve as the core of forming product/service-centric 

competitiveness partnerships. 

Desk Research Sources 

 Value chain stakeholders 

 Enterprises Survey 

 Benchmarking with competitor countries 

 Standard publications (Doing Business, Global Competitiveness Report, Lo-

gistics Performance Index, etc.). While virtually all of these publications re-

fer to economy-wide phenomena, many of the indices can be interpreted 

through a sector lens. For example, in the case of the ―Trading across bor-

ders‖ index of Doing Business, poor scores on speed affect in particular ex-

porters with perishable or time-sensitive commodities; same for the 11th DB 

indicator, ―Getting electricity‖ affects sectors differently, depending on their 

need for power 
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Table 19: Assessing infrastructure constraints on upgrading value chain competi-
tiveness 

Upstream infrastructure services 

Assessing the dependence of the ex-
port commodity on world-class infra-
structure? 

 Power intensity of the product (how much does power ac-
count for intermediate inputs)? 

 How critical is reliable access to water for full competitive-
ness? 

 How dependent is the value chain on comprehensive and 
reliable telecommunications services? 

For each of the major upstream infra-
structure services— 

 How are the services provided (private vs. public)? 

 What is the reliability over time (such as power outages or 
brownouts)? 

 How does the price structure of these services compare to 
benchmark countries, and what have been recent trends 
in pricing? 

Existence of ―workaround‖ solutions  Is co-generation permitted and encouraged? 

 Do water use regulations favor one sector over another? 

 What are the trends in broadband services to allow com-
panies (or clusters) to upgrade their telecommunications 
services? 

Questions for infrastructure constraint analysis 
 Do upstream infrastructure services (power, telecommunications and wa-

ter) undermine the upgrading potential of the targeted value chain? 

 What is the price structure for upstream infrastructure services? How do 

these prices compare to those for competitor countries? 

 Is there an adequate supply of logistics services to speed interaction with 

external markets? 

 Is the physical infrastructure adequate for the efforts to upgrade services 

(roads, ports, airports, railroad,  

 How are the elements of the country‘s quality infrastructure organized 

(standards and metrology)? 

 Does the country have accredited laboratories that can certify compliance 

with international standards? 

 Are private companies active in the country that can certify compliance 

with international standards (GlobalGAP, HACCP, ISO 9000 series, ISO 

22000, etc.), such as SGS, TÜV, Bureau Veritas? 

 Do value chain stakeholders have access to training and consulting ser-

vices for programs to bring their establishments in line with international 

standards. 
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Logistics services 

Dependence of the commodity on 
physical infrastructure and logistics 
services 

 What are the requirements with respect to speed and res-
ponsiveness for the value chain? 

 Does the sector depend on world-class internal logistics, 
such as the existence of value chains? 

Supply of adequate logistics services  Is there an adequate presence of world-class logistics 
services (transportation, courier services)? 

 What are the market channels for finding and contracting 
for logistics services? 

Regulatory obstacles to improved lo-
gistics services 

 Are there constraints on the private provision of key logis-
tics services, such as postal monopolies, restrictions on 
open sky, excessive regulations of road transport, restric-
tions on open sky policies? 

Incidence of workaround solutions  Is there any cooperation among producers to overcome 
logistics constraints, such as shared space? 

 Are there gray or black markets for logistics services? 

Quality infrastructure 

Incidence of certified firms in the value 
chain 

 What is the percentage (or number) of firms in the value 
chain that are certified according to ISO and other stan-
dards? 

 What has been the recent rate of certification? 

What is the organization of the coun-
try‘s quality infrastructure 

 Status of organizations or agencies responsible for stan-
dards development, metrology, market surveillance, and 
the like? 

 Are there recent developments to bring the country‘s 
quality infrastructure in line with best international stan-
dards? 

Existence of accredited laboratories  Does the country have any internationally accredited la-
boratories? 

 Are efforts under way to create and equip such laborato-
ries? 

Presence of private certifying organiza-
tions 

 Are organizations like SGS, Bureau Veritas or TÜV active 
in the country to certify firms with respect to international 
standards? 

 What are the arrangements for training or consulting ser-
vices for firms in the value chain interested in becoming 
certified? 

Access to technical regulations in tar-
get markets 

 What are the arrangements for informing (potential) expor-
ters of standards and technical regulations for target mar-
kets? 

Domestic standards and technical reg-
ulations 

 Do domestic standards and technical regulations meet 
international requirements? 

 What are the arrangements for making domestic regula-
tions available to other countries‘ exporters? 
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Question

• Is there enough finance in 
the chain or is outside 
investment needed?

• How can finance be 
channeled to the right 
place?

Data Input

• Information on financial 
landscape and availability 
of finance

• Profitability and credit 
worthiness at each stage 
of the value chain

Process

• Interviews with financial 
services providers

• Survey of firms
• Duration: 2 weeks

Output

• Financial value chain map 
overlay

• Profitability rates along 
the value chain

• Financial products to 
reach target borrowers

Tool: Access to finance analysis 

Finance is the lifeblood of the value chain, without which 

products and services cannot be produced, processed, trans-

ported, or sold to their end markets. While access to finance is 

nearly always cited as a problem in discussions of constraints 

with value chain stakeholders, it is rarely the key constraint. 

Once appropriate upgrading strategies to alleviate key bottle-

necks are developed, access to the required financing becomes 

easier because the ―business case‖ (profitability of each trans-

action, and the assurance of overall successful functioning of 

the chain) has been established. Analysis along the different 

stages of the value chain can identify finance suppliers within 

the value chain, and target key points for lending or investment 

by finance suppliers outside the chain. 

The access to finance analysis provides an ―overlay‖ to the val-

ue chain map that traces the flows of finance, drawing heavily 

from Finance in Value Chain Analysis—A Synthesis Paper.
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First, the analysis determines if there is sufficient capital, look-

ing at formal and informal sources of working capital and in-

vestment finance between and among the stages of the value 

chain. Second, by gathering information on prices, costs, reve-

nues, and profit margins this analysis identifies effective de-

mand at specific value chain stages and provides this evidence to lenders. Last, the analysis 

serves as a basis for identifying the right kinds of financial products to reach creditworthy bor-

rowers and educates lenders on their development and use.  

The analysis of the production process – including the timing of transactions along the value 

chain, and specific margins at each stage where finance is required, will identify/reveal the terms 

and conditions of viable financial products. Are those financial products available and/or are 

there actors willing to offer them? Resolving constraints in access to finance may be as complex 

as the need to create a collateral registry, or as simple as the need to locate ATMs in an under-

served area. Solutions may also be as low-tech as micro-lending groups or as high tech as mobile 

banking.  
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 USAID. (October 2008).  

Key Questions for access to finance analysis 
 Is finance a constraint at the system level? 

 Is formal, third party (banks, MFIs, etc.) finance available? 

 Is supplier or buyer finance available within the value chain?  

 Where in the system (or value chain) is lack of access a problem? 

 What is the threshold of profitability for firms (large, medium, small) in the 

sector? 
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Task 1: Conduct an inventory of the financial sector for the value chain 

This task aims to provide a comprehensive understanding of the financial sector for the value 

chain, and to answer the question from which the rest of this analysis flows: Is there enough 
finance in the value chain, or is outside investment needed? More often than not, there is enough finance 

in the chain but it is in the wrong hands, or there is an obstacle preventing the flow of finance from one 

level of the chain to the next.  

At the beginning of this analysis, researchers should turn to the value chain map, which will have identi-

fied financial sector actors, make use of background research on the financial sector in the country, and 

interview financial institutions in order to obtain information in the following areas: 

Table 20: Inventory of the financial sector 

Financial Institutions Financial servic-
es/products 

Borrowers Regulatory Framework 

Types Types Types Collateral registry 

Market knowledge Accessibility  Credit bureau 

Incentives and collateral   Legal framework for collecting on 
debt 

   Credit bureau 

   Provisioning regulation for banks 

 

The following table provides a short list of financial service providers and financial products that re-

searchers should be looking for during this activity. 

  

Resources  

 Value chain map: Identification of stakeholders and mapping ―overlap‖ of 

financial service providers 

 End market analysis: Background information for upgrading strategy, best 

practices 

 Value chain stakeholders: Firms at all stages of the value chain; financial 

service providers 

 Industry publications: Background information on finance in the specific 

sector (in the country of study or a comparison country) 

 USAID. (October 2008). Finance in Value Chain Analysis—A Synthesis 

Paper. microREPORT #132. 

 USAID. (August 2009). Kenya Dairy Value Chain Finance—Research and 

Recommendations. DAI for USAID. 
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Table 21: Typology of Financial Service Providers and Financial Products for the 
Value Chain 

Types of Financial Service Providers  Types of Financial Products  

Commercial banks  
Microfinance institutions (for-profit or mission-
driven, non-profit MFIs)  
Value chain actors  
Informal finance mechanisms (ROSCAs, AS-
CAs, SACCOs, credit unions, money lenders, 
friends & relatives)  
Venture capital firms and angel investors  
Public funding (government, donors, interna-
tional development investment institutions such 
as EIB, IFC, IFAD)  

Savings accounts  
Short-term credit for working capital (bank over-
drafts, receipts-based financing such as factoring, 
warehouse receipts, market loans, in-kind loans 
and in-kind payments, trade finance, letters of cre-
dit)  
Medium/long-term credit for investment (equipment 
leasing, commercial loans, grants, loan guarantee 
programs, revolving funds, venture capital)  
Insurance products against price and yield risk  

 

Based on the typology of service providers and financial products available, researchers should 

fill out the following supply snapshot in order to map the specific institutions, liquidity, borrow-

ers, and products available in the product segment. Each individual institution should be listed 

along the left hand column. 

Table 22: Supply snapshot of financial services of financial services in the value 
chain 

Financial Ser-
vice Provider 

Products offe-
red to the value 
chain  

Strengths Weaknesses Potential Al-
liances  

Co-operatives  3 month loans Many branches in 
the main produ-
cing areas  

Not a lot of agri-
cultural expe-
rience  

Yes—using 
branches  

Microfinance insti-
tutions  

3-6 month group 
loans  

Prior experience 
with the value 
chain actors  

No branches out-
side of urban 
areas  

Yes, using the 
network of co-ops  

Banks Extend lines of 
credit to exporters 

Good knowledge 
of the value chain  

Requires 100% 
collateral  

Possibly, using 
knowledge of 
work in the value 
chain  

 Producers  Not available  Strong rela-
tionships with as-
sociation mem-
bers  

No rolling reserve 
fund  

Yes  

 Processors  Advance payment 
to small 
firms/farms  

Deep knowledge 
of value chain 
operations, strong 
ties with exporters 
in particular  

Weak relations 
with producers 

No 

Exporters  Funds of capital 
for processors  

Liquidity 

Collateral  

Limited capacity  Yes, using collate-
ral and companies 
with external ope-
rations  
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At this stage, the first question—is there sufficient capital in the value chain?— will have been 

answered. There may be enough liquidity in the value chain but it just needs to be directed / un-

blocked, or stakeholders may need to approach a financial institution or investor for additional 

capital. For example, a large exporter that already has good liquidity, but has not ever lent to the 

consolidators that deliver product to be exported, enough liquidity would be present in the value 

chain but the exporter would need to be convinced to provide finance. On the other hand, if the 

exporter is cash strapped, then a financial institution would be needed to add new liquidity to the 

system. The exporter may still be the borrower, and on-lend to the consolidator, but the system 

now has additional liquidity. 

Task 2: Survey of key stakeholders  

The survey of key stakeholders seeks to provide the rational to convince providers of financial 

services—both within the system and outside of it—that there is a rational basis upon which to 

lend. This is done by gathering data for each stage of the value chain and analyzing it for profita-

bility and creditworthiness according to the standards of the country and industry. 

Researchers will conduct a survey of the costs and prices faced by value chain stakeholders using 

a statistically significant sampling methodology. The survey collects data about margins at each 

level of the value chain from producers, input suppliers, transporters and processors, and poten-

tially other stakeholders depending on the nature of the value chain.  

Table 23: Access to finance analysis sampling methodology 

                           n = Z
2
•p•(1-p)    (1.96)

2
•0.5•0.5 = 196  

                              (1-% conf)
2
           (1-93%)

2
  

Where: n is sample size of the vc stakeholders interviewed  
             Z is the mass within 2 standard deviations of the mean in a normal distribution  
             p is the degree of variability in the sample (0.5 is maximum and lowest risk)  
             1-% conf is the acceptable error (93 of 100 interviews should be accurate)  
 

 

The basis of selection compares field observations to how an optimal value chain would function 

ie., if all stakeholders in the value chain operated with a profit.  

Separate surveys should be developed for business actors at all levels of the value chain. The fol-

lowing sample survey is for Kenyan dairy producers.
45
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Sample Survey for Kenyan Dairy Producers 

Explain background, request permission.  

 

LOCATION:                                   BUSINESS NAME:  

  

QUALITATIVE COMPONENT  

1. What is your source of supplies and terms (cash/credit)?  

2. What is your feedings system?  

3. Do you keep records of your farm operations?  

4. What is your access to finance? (Explain other sources of finance that you use?)  

Banks _________ Savings _________ Credit _________  

Supplier credit _________  

Other sources (specify) _________  

If bank financing, how much did you borrow? ______What did you borrow for? ___________. 

What‘s your interest rate? _____For how long? _________. Would you borrow again? _______  

5. How and where do you sell your milk?  

6. What equipment do you use? Do you own or rent it?  

7. Do you market all your milk? _______ What volume is not marketed? _______  

8. How are you paid?  

9. Are you a member of a producer cooperative or a producer association? Specify.  

10. What vet services do you access, how frequently?  

11. Who are your 5 biggest clients/buyers?  

 
 Name Location Contact 

1    

2    

3    

4    

5    

 

12. How do you transport your milk and inputs?  

13. What are the major problems/challenges you experience in your farming operations?  

14. Could you double your current milk production capacity? Yes, no. How or why?  

 

QUANTITATIVE COMPONENT  

1. How long have you been keeping dairy cows?  

2. How many cows do you have? A) In calf _____ B) Lactating____ C) Other_____  

3. What is the cost of a dairy cow? In calf _____ Not in calf_____  

4. How many liters of milk per cow per day? A) Morning _____ B) Evening_____  

5. What is the trend of production and price?  
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MONTH  Jan  Feb  Mar  Apr  May  June  July  Aug  Sept  Oct Nov Dec 

Liters 
per cow 
per day  

            

Avg. 
Price 
per liter  

            

 

6. How long is the lactation period? 

  
MONTH  1  2  3  4  5  6  7  8  9  10  11  12  

Liters 
per cow 
per day  

            

 

7. What is the calving cycle per cow and how many calvings before culling?  

8. What is the most current selling price per liter?  

9. What is the selling price of your progeny?  

10. What is the selling price of the culled cow?  

11. What are your feeding and other costs?  

 
 Item  Quantity per day  Per month  Per year  Cost  

1      

2      

3      

4      

5      

 

12. What are your veterinary costs? 

  
 Item  Quantity per 

application  
Quantity 
per month  

Cost  Frequency 
of applica-
tion  

A  Tick control      

B  De-worming      

C  Vaccinations 
& injections  

    

D  Other      
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13. What is the cost of veterinary services? 

  
 Service  Charge per applica-

tion  
Frequency  Cost per 

month/year 

1 Vet care    

2 AI    

3 Other    

 

14. Where do you buy or get your inputs from?  

15. Labor costs 

  
 Activity  Costs per day  Cost per month  

1    

2    

3    

4    

5    

 

16. What are your infrastructure costs? 

 
 Item Cost  Lifetime  

1  Housing    

2  Store    

3  Calf Pens    

4  Other    

 

17. What other costs do you incur? 

  
 Activity  Cost Per Month  

1  Salaries   

2  Security   

3  Water   

4  Electricity   

5  Telephone/Communication   

6  Taxes   

 

18. What are your transport costs per month?  

19. Any other comments/observations?  
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The following example of dairy farmers in Kabete, Kenya focused on producers. The actual 

sample (n) was 230 farmers. Profitability was defined as an annual return on cost above 0% cal-

culated by dividing the annual gross margin by annual costs and multiplying the result by 100%. 

To differentiate profitable businesses from creditworthy businesses, the average annual interest 

rate for lending in Kenya was established at 18%. It was then multiplied by two since businesses 

that earn annual returns above 36% are considered creditworthy for the purposes of this analysis. 

This example illustrates the gross margin and annual return at each level of the dairy value chain. 

 

Gross Margin and Annual Return Along the dairy value chain in Kabete, Kenya 
 

While all value chain segments were 

profitable, on average feed suppliers, 

bulkers and veterinary services providers 

were not adequately profitable to be con-

sidered creditworthy. Alternatively, ar-

tificial insemination (AI) providers, pro-

ducers and transporters were, on average, 

creditworthy.  

 Feed suppliers, on average, earned 

annual returns of 11%. When considering 

the imputed value of credit at 18% (though embedded credit), suppliers effectively earn a 

29% annual return and approach the minimum creditworthy threshold of 36%. Nonetheless, 

feed suppliers are not, as such, profitable enough to be considered creditworthy.  

 Veterinary services are not considered creditworthy as a standalone activity but when sold in 

combination with AI services, taken together the activity is likely to be bankable.  

 Producers were profitable and creditworthy on average. Among the sample, 65% of farmers 

earned over a 36% annual return and, among these, the average annual return was 136%.  

 The remaining 35% of the sample was comprised of subsistence farmers (earning less than a 

36% annual return). On average, however, these same farmers hold the exact number of dairy 

cows as small commercial producers but as a group they spend more money on the purchase 

of formulated feeds.  

 Transporters were extremely profitable in Kabete, earning average annual returns above 

300% and thus indicating low competition in this important value chain segment.  

 Cooperative/self-help bulkers/processors were profitable on average. Nonetheless, only one 

of the processors interviewed in the sixteen sampled had annual returns above 36% (thus 

qualifying as creditworthy). That processor was a private firm. 
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Task 3: Identify financial products and providers to increase access to finance 

The above analysis serves as a basis for identifying the right kinds of financial products and pro-

viders to assist in unlocking necessary finance and is an input into discussions with lenders both 

within and outside of the value chain, on the development and use of such products.  

If the chain has sufficient liquidity, practitioners must identify the party best placed to offer fi-

nancial products. For example, value chain actors are motivated to improve/increase production 

and profits within the value chain, not to make profits from lending. Thus, a value chain actor 

may be able to offer a product that does not meet the risk/return requirements of a financial insti-

tution. The value chain relationships also assist lenders to mitigate risk due to the increased in-

formation about value chain participants; multiple ―ties‖ among lenders and borrowers that in-

crease leverage for to enforce repayment; and regular ―loan monitoring‖ contact among value 

chain actors. This enables them to take risks that might not be acceptable to an outside institution. 

If outside capital is required, practitioners will first need to identify the party best placed to bor-

row. A value chain actor that has collateral, perhaps equipment, machinery, or guaranteed pur-

chase contracts, will be the most creditworthy borrower. The value chain actor that holds a posi-

tion of power in the value chain, and can offer a credible sanction for non-payment (e.g. refusing 

future business to any defaulting borrower), is also the best placed to act as a source of finance 

within the chain, on-lending to other actors.  

Researchers should provide guidance (to a financial institution, an NGO, a value chain actor, or a 

partnership) in designing financial products. This guidance should be linked to the nature of the 

main upgrading opportunities (in terms of the required operating finance and investment finance, 

etc.) and to the associated implementing value chain actors (e.g., their loan repayment capabili-

ty). 

The product development process consists of determining the terms and conditions required, 

doing a pilot test of the financial product, and then refining it and rolling it out on a larger scale. 

Smaller ―deals‖ including one borrower and one financial product simply require a clear state-

ment of terms and conditions and a negotiation of the lending requirements, in addition to con-

vincing the institution to lend. 

In the example of the Kenyan dairy value chain, the following products were identified and their 

relevance (or viability) was evaluated in the study area. 
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Product/Milk Shed  Kabete  

Savings-cum-credit for herd improvement  Immediately relevant  

Structured savings for income smoothing  Immediately relevant 

Structured inputs savings  Immediately relevant 

Vehicle leasing  Immediately relevant for transporters and veterinarians  

Micro leasing  Immediately relevant for bulkers  

Inventory Credit for Feed Supply  Relevant with development partner assistance  

Traditional Microfinance lending  Immediately relevant for artificial insemination and traders  

Structured Trade lending  Immediately relevant  

Cash transfer services  Not relevant  
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Purpose

• Transform and catalyze 
innovation networks by 
identifying opportunities 
to create more dynamic 
linkages and partnerships 
between vested sectors

Resource

• Paricipation of firms, 
government, investors, 
researchers, academics, 
financiers in a workshop

• Facilitator
• Local expert

Process

• Desk research
• Workshop preparation 

and facilitation
• Duration: 1-2 weeks

Output

• Map of innovation 
networks

• Action plan centered on 
the strategies identified

Tool: Innovation network analysis 

According to innovation system theory, innovation and tech-

nology development are results of a complex set of relation-

ships among actors in a system composed of enterprises, uni-

versities and research institutes. An innovation ecosystem—

the environment in which innovation thrives—is built through 

a strong network that links and coordinates thinkers and doers 

from different sectors (academia, public, private and civil so-

ciety) and industries, bringing new approaches to solve new 

and old problems, and responding flexibly to changes in local 

and global markets.  

Innovation is defined here as ―the implementation of a new or 

significantly improved product (good or service) or process, a 

new marketing method, or a new organizational method in 

business practices, workplace organization, or external rela-

tions.‖
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 Innovation Network Analysis is inherently cross-

sectoral, fusing core ideas from innovation theory, social net-

work analysis, competitive cluster development and develop-

ment economics. The process maps business networks and 

linkages and facilitates conversations analyzing the nature the 

relationships and the patterns they create. It seeks to identify 

the nodes and links (institutions and communication path-

ways) that form the network and strengthen inter-institutional linkages by facilitating pathways 

of communication and ideas.  

 

Innovation Network Analysis comprises a workshop approach in which researchers facilitate 

sector stakeholders to understand and typify the linkages between different institutions and de-

velop recommendations for strengthening linkages that will let innovative ideas flow. Well struc-

tured workshops will: 

                                                 

Questions for Innovation Network Analysis 
 

 What are the institutions/ individuals that form the innovation network for the 

sector or segment? 

 What are the natures of the linkages between institutions in the eco-system 

(ie. How well and often do ideas and resources flow between participants in 

the eco-system and through what channels?) 

 What are the entry points and levers available to strengthen linkages 

 What are the linkages that most lend themselves to strengthening in the near 

term, and what activities can be initiated for longer term change? 

http://en.wikipedia.org/wiki/Innovation
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1. Include a local expert to identify participants and provide contextual information  

2. Use ―facilitative tools‖ to change industry or organizational dynamics and create the lin-

kages critical for the development of an Innovation ecosystem 

3. Deepen linkages between conference participants 

4. Identify entry points, levers and potential interventions for catalyzing change  

5. Move beyond analysis to meet the ―actual demand‖ for innovation policies and programs 

 

Task 1: Background desk research 

Facilitators review existing literature provided by the local expert. Materials should provide in-

formation on the standing of the study country and/or specific sectors in terms of innovation 

based on: historical and cultural factors; level of technological dissemination; quality of public-

private engagement, educational institutions and existing institutional linkages; etc.  

Task 2: Workshop 

The workshops will cover the following areas: 

1. Overview of core ideas from innovation theory, social network analysis, competitive 

cluster development and development economics. 

2. Social Network Analysis defines the parts of the network. Facilitators lead conference 

participants through a process of defining optimal links and assigning value to the current 

status to identify weaknesses. The points assigned below are illustrative, but different fac-

tors may be optimal for different nodes or linkages.  

 

Resources 

 Sector stakeholders: Leaders from firms across different sectors will pro-

mote cross-pollination; Ministries/agencies that play key roles in know-

ledge industries such as education, science and technology, investment, 

trade promotion, IP; Universities, government research centers; Business 

support services (ei. technology parks); Venture Capitalists, investment 

banks. 

 Powell, W. W., & Grodal. S,. (2005). Networks of Innovators. In Fager-

berg, J., Mowery, D.C., & Nelson, R., (Eds), The Oxford Handbook of In-

novation (pp. 56-85). Oxford, UK: Oxford University Press 

 Whittington, K. B., Owen-Smith, J., & Powell, W., (2009). Networks, Pro-

pinquity, and Innovation in Knowledge Sensitive Industries. Administrative 

Science Quarterly, 54, 90-122 

 OECD. (2005) Oslo Manual: Guidelines for Collecting and Interpreting In-

novation Data, 3rd Edition.  
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The network consists of nodes, which connect to one another through linkages. Nodes with 

many linkages are hubs. Nodes may include: firms; associations; government; teaching universi-

ties; research universities; research institutions; and supporting services such as IT, lawyers and 

accountants, and financiers. Linkages may transmit flows of: information; ideas; products or 

services; money, people, and rules/regulations. 

Social network analysis aims to determine the quality of linkages in order to identify areas for 

interventions. Linkages must therefore be compared to their optimal state, as defined by work-

shop participants. Qualities of linkages may include: frequency; number of transmissions; degree 

of trust and openness; forma (regulated/legal/contractual) vs. informal (events, cultural associa-

tions); power dynamics; direction (one way, two way); random vs. dynamic; non-hierarchical 

(leadership, middle management, and youth connectors). 

3. Map business networks and linkages. Participants and facilitators work together to de-

velop a network map. This process opens the floor for conversations analyzing the nature 

the relationships and the patterns they create and leads participants to consider how those 

patterns influence the quality of communication and the likelihood of collaboration and 

innovation. 

 

The figure below is an example of a network map developed during an innovation network anal-

ysis workshop in Amman, Jordan. Representatives from several related ―innovation‖ sectors 

(ICT, tourism, biotechnology, clean technology) were present, and they developed their vision of 

the innovation network they belong to in a network map. Government, IT parks, venture capital 

and international donors are all included. Relative strengths and weaknesses of links are 

represented through dashed, solid and thin and thick lines, while arrows represent the direction of 

the flow, such as the bi-directional flow of information and expertise between the Intellectual 

Property Commercialization Office (IPCO) and universities. 

1. Identify critical barriers to innovation in the sector and one or more optimization strate-

gies. Using the results of tasks 2 and 3, the participants and facilitators outline the critical 

barriers to innovation in their sector and strategies to overcome them. 

 

Tips for Practitioners: Meeting facilitation 

Facilitation is essential for group discussions and partnerships (government – industry - academia 

/research) to result in concrete, action-oriented outcomes. Basic facilitation and strategic visioning 

(graphic facilitation)—are used throughout the workshops and also presented to participants to pro-

vide a diagnostic tool for analyzing and correcting problems as they develop. Participants will be 

exposed to methods for collaborative meetings of all types, including problem solving, strategy de-

velopment, use of visual techniques, and decision making.  
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Figure 23: Illustration: An example of brainstorming critical barriers to inno-
vation 

 

Figure 22: Illustration: Mapping Innovation Linkages in Amman, 
Jordan 
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Industry collaboration / Facilitation tips and principles 

1. Balanced participation. The more closely the participants at stakeholder group 

meetings mirror the actual makeup of the sector, the better the results will be. If the 

majority of the actors are from the private sector, a good initial test of whether the 

stakeholder group is representative is at least 50% of the participants in the meeting should 

be from the private sector – and most of those should be from individual companies, not just 

associations and chambers. 

2. Let stakeholders produce material. The stakeholder group should not be put in the role of 

merely rubber-stamping conclusions and decisions reached by others. You can build a much 

stronger sense of ownership and leadership if the group starts, for example, building a con-

straints matrix from a blank slate. The research team can add to and refine information they 

get from stakeholders, but letting them have the first crack at key elements (constraint priori-

tization, vision, strategies) builds their sense of co-steering this process. 

3. Stakeholder groups are a source of ‘expert opinion’. Many aspects of the analysis require 

some kind of ‗expert opinion.‘ The stakeholder groups can therefore be used as focus groups 

to answer the difficult qualitative questions being raised, and for which there is no data. 

These meetings can be used to get a high number of survey-type responses quickly and also 

present an opportunity to discuss the results so that nuances in the results can be better un-

derstood (for example – ―the apparent contradiction in the responses is resolved if you realize 

that some were answering about the informal channel, and others were responding regarding 

the formal channel‖). 

4. People are guided by facts, but motivated by emotion. The facts are important, but finding 

ways to engage their emotions ensures that they will be moved to take action. Well-

constructed benchmarks, in terms the participants are used to seeing (business terms vs. eco-

nomics) are motivational. It is also important to relate their work in the stakeholder or cluster 

group meetings to their core values – most participants would like to see their region, their 

country, and their industry stronger, in part because they would like their children to stay in 

that region and industry, so they would like to make it better if at all possible. Accessing this 

basic impulse is not as difficult as it may seem, and it is entirely valid. 

5. Use of graphics. Try to put as much material on the walls in the form of charts, tables, and 

discussion notes, rather than having all output and materials in the form of powerpoint. By 

leaving a tableau of materials within the visual field of participants, they can see how much 

progress they‘re making, and use the work they‘ve already done as an input into the next 

round. 

6. Trust that there are leaders. A lot of effort needs to be put into finding potential champions, 

spreading the net wide to ask who the good candidates might be, and having lots of one-on-

one breakfasts with busy executives to find out their priorities and evaluate their potential. 

However, too often the outsider discounts the people who are already in the group. Some-

times they have more potential than was immediately apparent, and once they have seen 

some examples of cluster leadership from the case studies, they begin to realize what is ex-

pected of them and can step up to this role. Observing the small break-out discussion groups 

during larger stakeholder meetings can be an ideal opportunity to see who is exhibiting lea-

dership qualities, as compared with those who are unable to listen to others, or who dominate 
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the discussion. There is a broad set of skills needed in a leadership group, and perhaps no one 

person will have the perfect blend of visionary ideas, organizational abilities, financial re-

sources, charisma, time, promotional skills and networks to transform the industry. A team 

that combines individuals each contributing some of these crucial elements can accomplish 

just as much. 
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Purpose

• Develop an effective 
process by which 
decisions and strategies 
are led by stakeholders

• Review and validate value 
chain map and end 
market analysis results

Resource

• Product segement 
stakeholder participation

• Facilitator

Process

• Workshop preparation 
and facilitation

• Duration: 2 days

Output

• Top constraints identified
• Working groups formed

Stakeholder meeting # 1 

The first stakeholder meeting will serve several purposes. First, 

it will introduce the process and set goals and expectations. 

The CI team should state the final outcomes of the process 

clearly: To use a replicable process to create a pilot market 

strategy for one product segment within the sector.  

The product segment will have been identified through the end 

market analysis, so the first stakeholder meeting will include 

individuals who are part of the broader value chain, but who 

are not involved with the specific product segment for which 

an upgrading strategy will be developed. Thus, the first stake-

holder meeting will outline two tracks of activities: One track 

will continue to develop the upgrading strategy—through the 

next round of analysis and stakeholder meetings—and one 

track will follow through on the value chain level constraints 

identified in the first meeting. 

Second, the CI team will use this meeting to share the key ta-

keaways from the first three analytical tools, stirring up ex-

citement among stakeholders and drawing out comments. The 

team will present the key opportunities that have been identi-

fied during the end market analysis and some highlights of in-

ternational trends. If it has been completed, the value chain map should be presented as it will 

help each stakeholder understand the role they play in the larger system. The team should spend 

some time going over the map and describing the core players at each stage of the value chain 

(including business environment and supporting services described). 

Following this review of the analysis, the group will return to the opportunities identified in the 

end market analysis and develop a list of critical success factors necessary for the sector to meet 

those opportunities. As the group is broken out into small tables (5-6 people) to discuss and pri-

oritize, the CI team will draw up charts of categories on the walls, as illustrated in Figure 13. 

These categories are those included in the constraints matrix: Policy/regulatory; workforce; in-

frastructure; finance; innovation; industry collaboration. A catch-all category (which could simp-

ly be ―other‖) is important to include. Each table will be asked to prioritize by placing a red dot 

next to each of their top 3-5 issues. These are then tallied up and the results are read out loud to 

the group. It is important that the facilitator reflect what has been said without introducing any 

additional agendas, in order to establish credibility and demonstrate that the stakeholders are in 

the lead. 

Once priorities have been established, the CI team will discuss how working groups may be es-

tablished in order to address the top constraints. The facilitator may ask for volunteers to serve as 

champions and working group members, or may ask individuals with strong leadership qualities 

to serve lead roles.  

Critical takeaway points and outputs from Stakeholder Meeting #1 include: 

1. Stakeholders voiced their opinions and defined the challenges 
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2. CI team organized these challenges into manageable, action oriented issues (constraints 

matrix) 

3. Structures (working groups) have been established to address those challenges 

 

Figure 24: Preliminary identification and prioritization of constraints from Stake-
holder Meeting #1 
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Purpose

• Build stakeholder 
capacity to lead reforms

• Validate results of 
benchmarking and gap 
analysis

• Develop upgrading 
strategy

Resource

• Product segement 
stakeholder participation

• Facilitator

Process

• Workshop preparation 
and facilitation

• Duration: 2 days

Output

• Upgrading strategy 
identified and approved 
by the group

• Constraint evaluation 
tools identified

Stakeholder meeting # 2 

The primary goal of stakeholder meeting #2 is to develop an 

upgrading strategy for the product segment chosen in the end 

market analysis. Therefore, the stakeholder group attending 

this meeting will consist of only those individuals working 

with the specific product segment. 

The CI team will begin by sharing the results of the ben-

chmarking and gap analyses, including the introduction of sa-

lient points made by buyers. Stakeholders will also validate 

cost and productivity information. The constraints matrix de-

veloped at stakeholder meeting # 1 will be reviewed and re-

fined if necessary.  

The rest of the meeting will be devoted to developing an up-

grading strategy for the segment. The CI team will guide 

stakeholders to answer a series of questions, including: 1) 

What will be your target market? 2)  On what basis are you 

going to compete? 3) What actions are needed to get there? 4) 

What resources are required; and 5) How are you going to 

measure success? Answers to 1 and 2 will be drawn from ear-

lier analysis. The answers to number 3 and 4 will require that 

stakeholders think clearly about what is needed to make 

change happen. To answer number 5, the CI team will guide stakeholders to develop a causal 

model framework that links activities to expected outputs, outcomes, and impact. 

While the CI team will have outlined one or more upgrading strategies in advance they will not 

present this information at the outset. Rather, the stakeholders will be divided into small break-

out groups in which they discuss the above questions and prepare general proposals. These will 

be presented to the group and summarized by the facilitator on wall charts. The entire stakehold-

er group will have the opportunity to comment on the pros and cons of different proposals, ulti-

mately forming one ―group approved‖ strategy. 

During the upcoming part of the Step 2 process, practitioners will lead constraint evaluation ana-

lyses in one or more areas of regulation, workforce, infrastructure, finance, and industry collabo-

ration. These tools require extensive stakeholder participation to provide context, data, and own-

ership of the processes and results. In the final segment of stakeholder meeting #2, therefore, the 

group will review the tools from the stakeholders perspective, illustrating how the results of 

these action-oriented analytical tools will serve as the first stage of the upgrading strategy.  

Critical takeaway points and outputs from Stakeholder Meeting #2 include: 

1. Stakeholders ―own‖ the information resulting from analyses and lead the development of 

the upgrading strategy  

2. Stakeholders choose an upgrading strategy and make critical decisions 

3. Stakeholders are prepared to participate in the constraint evaluation analyses 
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Purpose

• Review and validate 
results of constraint 
evaluation ranking and 
analysis

• Move from analysis to 
action with a detailed 
reform agenda

Resource

• Product segement 
stakeholder participation

• Facilitator

Process

• Workshop preparation 
and facilitation

• Duration: 2 days

Output

• Clear agenda for reform, 
including growth targets 
and a mechanism for 
public-private 
coordination

Stakeholder meeting # 3 

Stakeholder meeting # 3 is held at the end of Step 2. At this 

meeting the team will review the constraints ranking and the 

preliminary results of the constraints evaluation analyses. As 

many or all of the stakeholders will have participated in these 

analyses, this will be an opportunity for them to share their ex-

periences—deepening relationships, building momentum, and 

forming alliances to move forward with challenging reforms on 

multiple levels. 

After the outcomes are presented and discussed, the CI team 

will walk the stakeholders through the process of developing a 

reform agenda. Stakeholders will specify: 1) reform objectives; 

2) action items 3) potential responsible parties; and 4) time-

lines. If it is not already clear, groups will also identify public-

private coordination mechanisms. 

Again, the CI team will have thought through these issues in 

advance, but at this stage they will provide only relevant data 

points and guidance to the stakeholders. The large group will 

develop an outline of the reform agenda together, before sepa-

rating into break-out groups to fill in the details. Then the 

group will come back together to develop a roadmap, drawn up 

on the wall, populated with the agreed-upon items.  

The agenda roadmap will highlight the expectations of stakeholders, in terms of their understand-

ing of the challenges and potential roadblocks to reform, their levels of individual and group 

commitment, and the clarity with which they see the process. The role of the facilitator during 

this meeting will be to guide stakeholders to be clear and specific, with a high level of detail. 

Critical takeaway points and outputs from Stakeholder Meeting #3 include: 

1. Stakeholders form formal and informal alliances 

2. Stakeholders move from analysis to action 

3. Stakeholders have clear and reasonable expectations of reform implementation 
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This literature review summarizes the intellectual underpinnings of the research guide. It offers a 

brief review of recent economic thought, including articles on ―new‖ industrial policy; the 

emerging role of microeconomic policy reform in competitiveness; the centrality of productivity; 

and competitive strategy as measured and strengthened using frameworks from clusters to value 

chains to the even more recent concepts of the product space and value network. Finally, articles 

on growth diagnostics illustrate both the use of international benchmarking tools, and critiques of 

them, as well as applications of business strategy and analysis to the development field.  

Industrial Policy 

“[t]here was a time when „industrial policies‟ were bad words not to be spoken either in public 

or in private by respectable people.”   -Cimoli, Dosi, and Stiglitz (2009) 

“The softening of convictions on both sides represents an opening to fashion an agenda for eco-

nomic policies that takes an intelligent intermediate stand between…two extremes…” - Rodrik 

(2004) 

Expert opinions on the relative merits of industrial policy have been mixed over time. While 

there has been theoretical support for the role of industrial policy in supporting economic devel-

opment, practical evidence has shown a failure of many governments to do so effectively. Lin 

and Monga (2010) in Growth identification and facilitation: The role of the state in the dynam-

ics of structural change outline a framework for a new industrial policy, pointing to the critical 

role that the state has played in facilitating structural change and helping the private sector to 

sustain it over time. They argue that poor results of attempts to ―pick winners‖ are typically the 

result of going outside the realm of comparative advantage. Where policies have been aligned 

with the country‘s latent comparative advantage, on the other hand, they have in fact facilitated 

and encouraged economic growth. The paper distinguishes between two types of ―right‖ policies: 

those that provide information and coordinate information exchange to improve endowments; 

and those that seek to protect firms and industries that defy the comparative advantage deter-

mined by the existing endowment structure—either in new sectors that are too advanced or in old 

sectors that have lost comparative advantage. Some form of protection granted to first movers in 

new sectors is needed to compensate them for the risks inherent in the process of economic self-

discovery. 

The paper lays out an analytical process for identifying new industries in which the country may 

have a latent comparative advantage, and to remove the constraints that hamper the emergence of 

these industries. 

Rodrik (2004) in Industrial policy for the Twenty-First Century goes further to provide, in effect, 

a manifesto for industrial policy ―done right.‖ The objective of this paper is to develop a frame-

work for conducting industrial policy that maximizes its potential to contribute to economic 

growth while minimizing the risks that it will generate waste and rent-seeking. At its core, this 

paper emphasizes action. It stresses both the elements of an institutional architecture (political 

leadership at the top, the establishment of coordination and deliberation councils, and mechan-

isms of transparency and accountability), and offers ten design principles for industrial policy.  

  

 



Policy reform 

Institutions have emerged as a central factor for firm- and sector-level competitiveness of firms, 

due to their role in establishing incentives for the private sector.  In The Role of Institutions in 

Growth and Development Acemoglu and Robinson (2008) argue that differences in 

institutions—defined by Douglass North as ‗…the rules of the game in a society or, more formal-

ly… the humanly devised constraints that shape human interaction‘ –are responsible for 

differences in economic growth across countries. Economic institutions in particular matter for 

economic growth because they ―shape the incentives of key economic actors in society. In par-

ticular, they influence investments in physical and human capital and technology and the organi-

zation of production.‖ In this article the authors propose a framework for understanding these 

differences. This framework also guides our understanding of challenges (or pitfalls) of institu-

tional reform and provides case studies of economic success that can guide future reform efforts. 

Working their way down from the determinants of macroeconomic competitiveness as defined 

by Porter (2009) (social infrastructure and political institutions), to microeconomic competitive-

ness (quality of the national business environment), in Enterprise Growth Initiatives: Strategic 

Directions and Options Snodgrass and Winkler (2004) highlight the role of the business envi-

ronment in creating the right conditions for firms to improve their competitiveness, as they seek 

to increase profits rather than simply survive and grow as a result of protectionist measures. 

Firms, particularly those that compete outside of their local markets, have every incentive to 

support reforms to lower transactions costs. Similarly, the impact of improved business environ-

ment on informality is significant. Formality is increased through effective implementation and 

enforcement of policies, laws, and regulations.  

The role of coordination and collaboration between the public and private sectors in this process 

cannot be overstated. In The PPD Handbook: a Toolkit for Business Environment Reformers 

Herzberg and Wright (2006) emphasize the role of public-private dialogue in facilitating the 

success of investment climate reform efforts. ―Public-private dialogue has a range of potential 

impacts, but it does not achieve anything on its own – it works by facilitating, accelerating, or 

cementing other ongoing initiatives, ones which without the boost of stakeholder pressure would 

falter or fail.‖ By including a broad range of stakeholders in reform efforts through an official 

PPD mechanism, the process is made more analytic (increasing the likelihood that the most 

needed reforms are identified); transparent (reducing the potential that it is captured by a small 

number of individuals or institutions); and participatory (increasing participants‘ understanding 

of and support for reform efforts). This handbook provides guidance on diagnosing constraints; 

building or strengthening and effective PPD mechanisms; and using a framework for monitoring 

the effectiveness of the mechanism once implemented.  

Herzberg (2004) further illustrates the power of effective PPD in Investment Climate Reform 

Going the Last Mile: The Bulldozer Initiative in Bosnia and Herzegovina. This approach worked 

with grass roots organizations and through public awareness to mobilize the business community 

to identify needed legislative changes and advocate for their reform. In the short term, rapid re-

sults helped build confidence with the private sector whose commitment to reform, in turn, 

strengthened political will. In the longer term, a public-private partnership mechanism will con-

tinue to address structural reform needs. 

 

 



Productivity 

Pages (2010) argues in The Age of Productivity, Transforming Economies from the Bottom Up 

that low productivity is the root cause of the low and stagnant growth of Latin America and the 

Caribbean and that the reallocation of resources could increase aggregate productivity by 50-

60%. The book draws a critical distinction between total factor production and measurements of 

human and physical capital, meaning that there are ways to augment factor productivity in de-

veloping countries even keeping the labor force constant (independent of adding training, health, 

or education improvements). Similarly, there are aggregate efficiency gains to be had indepen-

dent of technological improvements through business organizations and fair competition for re-

sources. While analysts have tended to focus on the industrial sector to improve productivity, 

Pages contends that the non-tradeable sector, services, transport, credit, tax policies and social 

policies must all be addressed in the effort to improve productivity.  

In Industry level analysis: the way to identify the binding constraints to economic growth, Pal-

made (2005) summarizes a ten-year research project conducted by the McKinsey Global Insti-

tute (MGI) in 17 countries representing a range of developing and developed countries and 18 

sectors representing agriculture, manufacturing, and services.  Researchers conducted detailed 

comparisons between domestic firm performance and international benchmarks, and thoroughly 

investigated the operational reasons for productivity gaps. Firms were categorized according to 

their exposure to, and the impacts of, competitive pressure and this also proved an explanatory 

factor. Last, researchers systematically traced the set of causal linkages between poor managerial 

and operational performance and external factors such as government policies. A key conclusion 

that upset the received wisdom of the time was: although macroeconomic and other policies as-

sociated with the Washington Consensus are important to growth, they are not the most impor-

tant factors affecting competitiveness. Collectively, microeconomic policies such as the issuing 

of sector-specific licenses, price and product restrictions, and land market issues were much 

more significant factors in explaining competition and productivity.  In India, for example, the 

government has restricted production of over 600 manufacturing products to small-scale compa-

nies, which prevents it from being competitive on global markets. In-depth results are also de-

tailed in Lewis (2004) The Power of Productivity: Wealth, Poverty, and the Threat to Global 

Stability. 

For the past two centuries technological advances have been overwhelmingly geared towards 

increasing the productivity of labor. Today, there is an excess of labor and the scarcity of natural 

resources (factored into economic models as available in infinite quantities) has become apparent. 

In Factor Five: Transforming the Global Economy through 80% Improvements in Resource 

Productivity, Weizsäcker et al. (2009) find that it is likely that countries, sectors, segments, and 

businesses that are able to make scarce factors of production more productive will enjoy a signif-

icant economic advantage over those that do not.  

Competitive strategy 

In his book, Competitive Advantage: Creating and Sustaining Superior Performances, Porter 

(1985) introduced the concept of competitive advantage to the development lexicon. Porter has 

also made significant contributions in underscoring the importance of industry clusters and clus-

ter rivalry and cooperation for advancing competitive advantage. Porter emphasizes the impor-

tance of competitive advantage for enterprise growth and that success in economic development 



depends on specific strategies that nations and industries collectively decide to pursue to enhance 

their competitiveness in international markets.  In Porter's view the nature of relationships among 

enterprises within industries serves as a major determinant of successful implementation of such 

strategies and, as a result, competitiveness.  Competitive strategy is often identified and pursued 

through a cluster approach, which aims to increase productivity and efficiency, stimulate innova-

tion, and facilitate commercialization and new business formation. 

Through the lens of developing country case studies including the Columbia cut flower industry, 

the Bolivian soy sector, and the Mexican printing industry, Fairbanks and Lindsay (1997) 

present seven key pitfalls of business in developing countries in Plowing the Sea, Nurturing the 

Hidden Sources of Growth in the Developing World. They argue against the overreliance on 

comparative advantages of natural resources and find a number of weaknesses in the areas of: 

inter-firm cooperation and clustering of services; poor understanding of customers, long term 

strategic implications of pursuing specific markets, and relative market position; a pattern of 

failure to forward integrate; and patterns of government paternalism and protectionism—as well 

as mutual blame between public and private sectors—that often have the opposite effect than in-

tended, leading to diminished innovation and competitiveness within the sector.  

The Cluster Initiative Greenbook, by Sölvell et al. (2003), was the first attempt of its kind to em-

pirically analyze the evidence from cluster initiatives (through a large sample survey) that had 

begun to proliferate in the 1990s and early 2000s. Clusters had emerged as an important concept, 

and ultimately approach, to strengthening competitiveness of products, industries, and even re-

gions. Hundreds of cluster initiatives—in a wide number of locations and forms—had become an 

accepted part of development activities, but without any systematic review of their performance. 

The Greenbook provides evidence of the kinds of clusters in existence and how clusters evolve 

over time. While unable to provide a definitive statement regarding the success or failure of clus-

ter initiatives due to data limitations, this book is able to provide recommendations on success 

factors. 

A value chain traces the flow of products from the input stage to the final consumer. This basic 

analytical practice was originated by agricultural marketing specialists in the 1950s and 1960s. 

Taught at Harvard Business School under the name ―commodity systems analysis,‖ and later 

termed ―sub-sector analysis,‖ the technique has been used for decades by private agribusiness 

firms, development practitioners, and academic researchers. Key insights are related to the pres-

ence of competing channels through which products may flow, and the difference in prices be-

tween each stage (for any given stage, the difference in prices minus the cost is equal to the value 

added). In Moving Toward Competitiveness: A Value Chain Approach, the Foreign Investment 

Advisory Service (FIAS) (2007) illustrates how this approach can be used to identify binding 

constraints to industry growth and competitiveness in the business environment. This technical 

report provides an analytic framework for value chain assessment, measuring performance and 

establishing benchmarks, and developing policy recommendations for reform. 

Researchers at the Institute of Development Studies in Sussex (IDS), Duke University, and the 

Massachusetts Institute of Technology have focused on the powerful role played by lead firms, 

or buyers in global value chains.  In The Governance of Global Value Chains Gereffi et al. 

(2005) identify three variables that play a large role in determining how global value chains are 

governed and change: 1- the complexity of transactions, 2- the ability to codify transactions and 

3- the capabilities in the supply base. Gereffi offers a typology of types of governance in global 



value chains: markets, modular, relational, captive, and hierarchical and develops a case analysis 

for bicycles, apparel, horticulture, and electronics.  

In The Dynamics of Economic Complexity and the Product Space over a 42 year period Hidalgo 

(2009) uses techniques from network science to look at how the productive structure of a country 

changes over time, using 42 years of trade data. He finds that while the Product Space—defined 

as the technology, capital, institutions and skills that enable newer products to be adapted from 

others—remains stable, the productive structures of Brazil, Indonesia, Turkey, Malaysia, Thail-

and, Korea, Singapore and China changed dramatically during these years. In line with the latest 

thinking on industrial policy development mentioned above, the implications of this research 

suggest that the government should help solve coordination problems that arise as a country ac-

cumulates productive capability, rather than following earlier lines of thinking that the govern-

ment should either not be involved or should own productive capabilities.  

Growth Diagnostics 

The Global Competitiveness Report (GCR) is published annually by the World Economic Fo-

rum. Its latest edition (2010-11) covers 139 countries, ranking them based on responses to an 

Executive Opinion Survey (EOS) and some ―hard‖ data from other sources. The individual data 

sources are summarized in terms of twelve pillars—Institutions, infrastructure, macroeconomic 

environment (all ―hard‘ data), health and primary education, higher education and training, 

goods market efficiency, labor market efficiency, financial market development, technological 

readiness, market size, business sophistication, and innovation. These individual pillars are con-

structed through an intricate weighting scheme from the responses to the EOS and the hard data. 

They are then averaged again to obtain the Global Competitiveness Index (GCI) used for the 

overall rankings. The responses to the Survey provide insights into how business representatives 

view their country‘s situation. The rankings according to the GCI correlate broadly with the 

Doing Business rankings, although there are a number of outliers (such as Georgia with a high 

ranking on Doing Business and a comparatively poor ranking on the GCI). The GCI rankings, 

however, correlate better with per capita GDP than the Doing Business rankings. 

In The Goal: A Process of Ongoing Improvement and Velocity: Combining Lean, Six Sigma and 

the Theory of Constraints to Achieve Breakthrough Performance, Goldratt (1984) and Jacob, 
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