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Success in pro-poor value chain development linked 
to asset endowments: This and other lessons from 
the 5Capitals tool

Jason Donovan, Dietmar Stoian, John Fisk and Michelle F. Muldoon1 

Summary
This chapter summarizes the lessons learned from case studies based on the 5Capitals tool for assessing 
the poverty impacts of value chain development (VCD). The lessons are derived from analysis of the assets 
of smallholders and local enterprises at the onset of VCD, asset building resulting from interventions and 
interactions in the value chain, and enabling conditions for VCD. A major lesson is that success in VCD is 
linked to the assets that smallholder households have at their disposal prior to involvement in a value chain 
initiative. Positive feedback loops—where the building of one asset leads to the building of another—are more 
likely the higher their original asset endowments. While this is good news for better-off households, the lesson 
has other implications for poorer households, whose asset endowments are more constrained. Poor house-
holds require support in building a minimum stock of productive assets that would allow them to effectively 
participate in value chains. A further lesson is that strengthening nonconsumptive assets, such as human and 
social capitals, helps buffer downswings in asset-building processes. As for local enterprises, the cases show 
their potential to complement household-level asset building, but this often implies a time lag as enterprises 
attempt first to build their own asset base. Furthermore, building assets such as physical and human capitals 
is easier than building social and financial capitals. Minimizing the vulnerability of local enterprises requires 
access to a diverse range of technical, business and financial services that, in turn, implies greater coordina-
tion between chain actors and service providers. If services provided to smallholders and local enterprises 
are comprehensive and complementary, greater gains in asset building can be achieved in shorter periods 
of time. We conclude that an asset-based approach to VCD, as suggested by the 5Capitals tool, allows for 
a broader assessment and better targeting of VCD impacts that have the potential to continuously improve 
value chain initiatives that aim to achieve a high impact on poverty reduction among smallholders. 

1 Jason Donovan is marketing specialist at the World Agroforestry Center (ICRAF). Dietmar Stoian is program leader of the Bioversity 
International Commodity Systems and Genetic Resources Program. John Fisk is director of the Wallace Center at Winrock 
International and Michelle F. Muldoon is a program officer at the Wallace Center. The authors would like to thank Ashley Taylor at 
Winrock for support in elaborating this chapter. Contact author: j.donovan@cigiar.org. 
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1 Introduction 

The potential for smallholders to effectively par-
ticipate in high-value markets for agricultural and 
forest products and strengthen their overall live-
lihood resilience depends heavily on access to the 
right combination of assets, in sufficient quantities, at 
the right time. Similarly, local enterprises that have 
direct business relations with smallholders require 
a minimum level of asset endowments to evolve 
into viable operations and respond to the demands 
of buyers and raw material suppliers. This is a cen-
tral theme of the case studies in this volume, all of 
which are based on the application of the 5Capitals 
tool for assessing the poverty impacts of value chain 
development (VCD).2 This summary chapter pulls 
together the evidence and draws out the implica-
tions for the design and assessment of interventions 
by NGOs, government agencies and other external 
service providers. The lessons learned might also 
guide private enterprises that are interested in sup-
porting VCD with smallholders through new forms 
of business interactions.

The focus on assets adds to the list of factors typi-
cally considered crucial for successful business and 
VCD, such as access to basic infrastructure, enabling 
political-legal frameworks, and favorable macroeco-
nomic and marketing conditions.3,4,5 Including the 
understanding of asset endowments and the process 
of asset building (and erosion) in the design and 
implementation of VCD initiatives requires an inte-
grated approach and introduces a further layer of 
complexity to VCD, which often implies additional 
costs for baseline studies, monitoring and evaluation. 
These additional costs, however, can be considered 
necessary investments in light of the urgent need 
to provide sound evidence for poverty reduction 
through VCD and complementary approaches. 

The chapter provides evidence about the poverty 
impacts of VCD by drawing on the findings of the five 
case studies presented in this volume. It is structured as 
follows: section 2 discusses five key lessons that emerged 
from the case studies. These lessons relate to smallhold-
ers and their ability to build assets in response to VCD; 
the role of local enterprises, organizations and individ-
uals that link them with other value chain actors; and 
the utility of the 5Capitals tool for current and future 
VCD initiatives. Section 3 presents recommendations 
for the design of interventions and interactions for 
VCD as well as for the assessment of VCD outcomes 
and impacts. The final section provides comments on 
how to increase the poverty impacts of VCD. 

2 Lessons from the cases 

Traditionally, assessments of VCD have focused on 
increased income flows by smallholders. In some 
of the cases presented in this volume, significantly 
higher income flows were detected during the periods 
under assessment; in other cases, income flows were 
not significantly higher but other important bene-
fits arose from VCD. In Afghanistan, for example, 
income from the sale of fresh vegetables increased an 
average of 13% over a four-year period, with higher 
income flowing into the hands of the female farm-
ers. In India, households weavers reported a nearly 
50% increase in income from increased productivity 
and higher demand for their labor from downstream 
buyers. In Nicaragua, income increases for coffee 
producers were considerable but could only partially 
be attributed to VCD because the overall market 
trend was favorable. The steady rise in international 
coffee prices during the assessment period relative 
to prices for certified coffee not only contributed to 
increased income but also motivated the coffee grow-
ers to participate in both conventional and certified 

2 Donovan, J; Stoian, D. 2012. 5Capitals: a tool for assessing the poverty impacts of value chain development. Turrialba, CR, 
CATIE, 70 p. (Technical Series 55, Rural Enterprise Development Collection no. 7).

3 Cramer, C. 1999. Can Africa industrialize by processing primary commodities? The case of Mozambican cashew nuts. World 
Development 27(7):1247–1266.

4 Kaplinksy, R; Readman, J. 2001. Integrating SMEs in global value chains: towards partnership for development. United Nations 
Industrial Development Organization, Vienna.

5 Gorton, M; Dumitrashko, M; White, J. 2006. Overcoming supply chain failure in the agri-food sector: a case study from Moldova. 
Food Policy 31:90–103.
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coffee markets. In the United States, the overall share 
of on-farm to total income was relatively small, and 
no real increases in income were reported during the 
period under assessment. In some cases, such as those 
from Afghanistan and Nicaragua, important increases 
in access to credit were detected, which, in both cases, 
were directly linked to VCD interventions. 

In all of the cases there were considerable advances 
in the building of human capital—made possible 
largely through VCD interventions. In the case from 
Afghanistan, improved knowledge about vegeta-
ble production helped to almost double output of 
produce. In the case from Appalachia in the United 
States, former tobacco farmers acquired the knowl-
edge and skills over a five-year period to produce 
organic vegetables and meet the quality require-
ments of regional supermarkets. Human capital was 
built through a combination of technical assistance 
from the local buyer (with support from donors and 
NGOs) and support from other farmers who were 
linked to the organic vegetable value chain (through 
farmer field schools and peer learning, for example). 
Most of the farmers in the US case had high preexist-
ing levels of human capital and complementary assets 
(such as physical and financial capitals), which likely 
facilitated the accumulation of human capital for the 
shift from tobacco to organic vegetables. Another 
interesting example of human capital accumula-
tion came from Nicaragua, where members of the 
Soppexcca cooperative shifted to more environmen-
tally friendly techniques for postharvest treatment of 
coffee as well as harvesting techniques that ensured 
higher quality of raw materials delivered to the coop-
erative. Technical assistance provided by technicians 
of the cooperative played a major role in facilitating 
these shifts. On the other hand, Soppexcca members 
showed less ability to adopt more complex practices, 
such as good agricultural practices for coffee manage-
ment, due to the lack of complementary assets (for 
example, ability to cover increased labor expenses), 
low levels of preexisting human capital, and gaps in 
the offer of technical assistance by the cooperative. 

Physical capital also increased across the cases, with 
important implications for the building of other assets, 
such as natural and social capitals. In Afghanistan, for 

example, households significantly increased vegeta-
ble yields through the acquisition of microirrigation 
systems. In Nicaragua, many households acquired 
infrastructure for the postharvest management of cof-
fee that resulted in reduced environmental impacts 
and improved coffee quality. The construction of 
cooperative offices in rural communities offered the 
potential for decentralization of Soppexcca services 
and improved coordination with the cooperative. In 
Colombia, many households gained access to mobile 
phones as a result of increased income, which facil-
itated communication for the marketing of fresh 
vegetables. Households also reported increased pur-
chase of production inputs and farming infrastructure. 
In India, roughly 30% of weaving households pur-
chased new equipment for weaving, which increased 
productivity by about 28%. In the United States, the 
farmers had acquired relatively high levels of physi-
cal capital over decades, if not generations, and thus 
did not report significant changes in physical capital 
endowments related to the interventions. Efforts in 
India to support the production of Chanderi fabric 
through the construction of community-level depots 
and processing facilities had yet to bear fruit, as the 
quality of the services provided was felt by weavers to 
be inferior to those provided by other market actors.  

Advances in social capital were less prevalent among 
the cases. In Afghanistan, social capital formation 
took place against a backdrop of gender barriers and 
protracted conflict. Achievements included the par-
ticipation of female famers in training, the creation 
of community-level savings groups and the build-
ing of women-to-women enterprise linkages. In the 
Nicaragua case, social capital among coffee-producing 
members of Soppexcca was relatively high at the 
start of the assessment period and remained high 
throughout the study time frame. This result reflected 
Soppexcca’s relatively stable and effective man-
agement structure, its ability to provide services for 
coffee production and to buffer price shocks through 
access to fair trade markets, and its commitment to 
supporting members’ livelihoods (for example, assis-
tance with resolving land conflicts and provision of 
scholarships). Limited advances in the building of 
social capital in the US and Colombian cases raised 
serious questions about the sustainability of the 
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chains themselves. However, in both of these cases, 
the beginning of efforts to build a value chain was rel-
atively new, generally coinciding with the beginning 
of the assessment period. These newly formed initia-
tives aimed to link smallholders to highly demanding 
markets for fresh fruits and vegetables, which, argu-
ably, requires a higher stock of social capital. 

Advances in the building of natural capital were 
inconsistent across cases. The case from Nicaragua 
shows how sustained efforts by a cooperative and its 
NGO supporters facilitated the building of natural 
capital. In this case, most coffee-producing house-
holds managed, often through a combination of their 
own income and cooperative credit, to expand their 
land area, establish new coffee plantations or reno-
vate existing coffee plantations. Given the important 
role that coffee production plays in income genera-
tion for most of these households, such advances are 
likely to generate positive feedback loops for overall 
asset building. However, the case also highlighted 
the need for households to better address produc-
tivity issues in coffee production, including access to 
fertilizer for improved soil management and services 
and inputs for addressing coffee pests and diseases. 
The US case presented mixed outcomes. Organic 
vegetable growers were able to adopt more sus-
tainable farming practices; however, overall organic 
acreage was small and there was limited expansion 
of plantations over the assessment period, reflect-
ing, in part, that farming was a part-time activity for 
most of the households. Results in Colombia were 
also mixed: many vegetable-producing households 
were able to improve soil fertility through increased 
access to fertilizers as well as bring underutilized 
land into vegetable production, though few house-
holds reported expanded acreage. In Afghanistan, 
while areas for vegetable production remained 

unchanged, households were able to make better 
use of their land through access to drip-irrigation 
systems supported by VCD interventions. For a sum-
mary of household-level asset building, see table 1.

The case studies underscore the critical role local 
enterprises play in providing services to smallhold-
ers and the ability of these enterprises to respond to 
the demands of buyers further downstream. At the 
same time, it is evident that many of these enterprises 
struggle to develop into viable business operations. In 
Nicaragua, for example, most coffee farmers linked 
to Soppexcca identified the cooperative as their only 
source of technical assistance and credit. However, 
Soppexcca has struggled to balance the need to sup-
port its growers and the need to build its own asset 
base. The cooperative remains vulnerable to reduc-
tions in NGO support, changes in the staffing of key 
positions and fierce local competition for green cof-
fee. Similarly, organic vegetable farmers in the United 
States received critical support from Appalachian 
Harvest (AH), the commercial operation of the NGO 
Appalachian Sustainable Development, which facili-
tated their transition to organic production. However, 
AH struggled with high costs and low fidelity among 
its members, due in part to the strict quality require-
ments placed on the membership to comply with 
buyer requirements. Case studies in both India and 
Colombia highlight the difficulties of rural small and 
medium enterprises (SMEs) to provide services to 
their members and to emerge as viable operations 
during the course of a single project intervention. 
This confirms the findings of a global review of rural 
community enterprises—an important subset of local 
enterprises—with case studies from Asia, Africa, 
Latin America and the United States by Donovan, et 
al.6 as well as findings from studies by Bernard and 
Spielman,7 Markelova et al.8 and Donovan and Poole.9

6 Donovan, J; Stoian, D; Poole, N. 2008. Global review of rural community enterprises: the long and winding road to creating 
viable businesses, and potential shortcuts. Technical Series, Technical Bulletin 29, Rural Enterprise Development Collection 2. 
CATIE, Costa Rica, Turrialba.

7 Bernard, T; Spielman, D. 2009. Reaching the poor through rural producer organizations? A study of agricultural marketing 
cooperatives in Ethiopia. Food Policy 34:60–69.

8 Markelova, H; Meinzen-Dick, R; Hellin, J; Dohrn, S. 2009. Collective action for smallholder market access. Food Policy 34:1–7.

9 Donovan, J; Poole, N. 2013. Asset building in response to value chain development: lessons from taro producers in Nicaragua. 
International Journal of Agricultural Sustainability 11(1):23–37.
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Table 1. Summary of asset building at the household level in the five case studies (+++ = significant advance in 
asset building; ++ = moderate advance in asset building; + = limited advance in asset building)

Case study Natural Physical Social Human Financial
Nicaragua—
certified coffee

++
Considerable 
expansion of total 
area, expansion of 
area under coffee 
and renovated 
coffee plantations; 
soil fertility and 
plant productivity 
still low

++
Expansion of 
equipment for 
postharvest 
management of 
coffee; lack by 
most of basic 
infrastructure, tools 
and inputs for other 
farming activities

++
High preexisting 
levels, new/
expanded services 
by Soppexcca 
(e.g., credit); 
side-selling 
still common 
and advances 
in member 
participation 
in Soppexcca 
governance limited

++
New skills for 
most members 
that improve 
coffee quality 
and help reduce 
environmental 
impacts; skills for 
coffee plantation 
management still 
limited

+
Reduced risk 
from access to 
certified coffee 
chain; access to 
credit, but credit 
often too small; 
VCD income 
impact limited by 
side-selling and 
sustained rise 
in conventional 
coffee prices

Colombia—
vegetables

+
No expansion of 
land or change 
in practices 
for reduced 
environmental 
impact/improved 
soil health; 
increased use of 
fertilizers due to 
increased income 
from vegetable 
production; no 
monitoring of soil 
or water quality

+
Increased purchased 
of production 
inputs and higher 
consumption levels 
due to increased 
income; investments 
by a few in new tools 
and machinery

+
New collaboration 
for the purchase 
of inputs and 
marketing through 
their linkage to La 
Alianza; La Alianza 
highly dependent 
on project funds

++
Acquisition and 
implementation of 
new skills related 
to postharvest 
management 
(critical for access 
to supermarkets) 
and diversification 
of vegetable 
production

+++
Increase in 
income of about 
88% due to 
higher prices paid 
by supermarkets 
(vegetable 
production main 
income source); 
more stable 
income flows 

Afghanistan—
vegetables

+
Improved 
productivity from 
irrigation, use 
of compost and 
increased planting 
density; no change 
in area under 
production; no 
monitoring of water 
or soil quality

+
Various small 
tools and basic 
greenhouse 
infrastructure 
purchased for 
vegetable production, 
averaging a total of 
$79 over assessment 
period

++
Extremely low 
preexisting levels 
of social capital; 
formation of village 
savings groups; 
new access 
to credit and 
production inputs 
from sales agents 
(buyers)

++
New skills 
acquired, mainly 
by women 
farmers, related 
to production 
and post-harvest 
management 
productivity

++
Average income 
increase of 
46% through 
vegetable 
production; most 
households 
with first-time 
access to credit 
for agricultural 
production

India—cloth NA
Changes in 
national capital not 
explored

+
No increase in 
installed weaving 
looms; however, 
existing looms 
underutilized; 
increase in tools 
for pre- and post-
loom processing in 
about one-third of 
households 

+
Weaver-owned 
associations 
facilitating 
increased local 
competition and 
higher wages, as 
well as access 
to training and 
other services; 
associations 
vulnerable to 
reduced project 
funding 

++
Small group of 
weavers able 
to achieve 
innovative 
designs and 
improving dyeing 
processes; 
however, most 
weavers not 
reporting major 
increases in skills 
or knowledge for 
weaving

++
Increase in 
average monthly 
income of 48%, 
with vast majority 
of household 
income from 
weaving; access 
to credit still 
limited
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In all of the cases, enterprises that worked directly 
with smallholders received considerable support from 
governments and development organizations that 
allowed the enterprises to provide services to their 
members and upgrade their own asset endowments. 
In some cases, upgrading at the level of the business 
translated fairly quickly into asset building at small-
holder levels. For example, the building of physical 
capital by AH in the United states, including a modern 
packing facility and refrigerated trucks, allowed the 
enterprise to expand its supplier network and meet 
downstream buyers’ demands for fresh produce. In 
Colombia, subsidies for the purchase of storage space 
allowed La Alianza Hortofrutícola del Sur to rapidly 
diversify its urban-based buyers and subsequently 
offer higher prices to its members. In other cases, how-
ever, there may be considerable time lags between 
enterprise upgrading and household-level asset 
building, likely reflecting the needs of enterprises to 
build their own asset endowments at the same time 
as they attempt to improve and expand their supply 
of raw material from smallholders. For example, in 
Nicaragua, Soppexcca‘s capacity to provide services 
to its members was built up over several years. More 
recently, Soppexcca chose to invest a considerable 
sum to purchase a dry-milling facility, which it con-
sidered important for its long-term growth; however, 
because of that investment, improved services for its 
members may suffer in the short to medium term. 
Still, asset building at the enterprise level is likely to 
translate, sooner or later, into asset building at the 
household level. 

The following general lessons related to the design, 
implementation and assessment of interventions and 
interactions for VCD can be gleaned from the case 
studies:

•	Livelihood strategies matter in designing VCD: 
The case studies show that strategies pursued by 
households played a major role in shaping the 
outcomes and impacts of VCD. In some cases, 
livelihood strategies hindered household par-
ticipation in the value chain. For example, in 
the United States, farmers with relatively large 
preexisting asset endowments were unwilling to 
intensify their participation in the value chain 
for organic fresh vegetables. This was reflected, 
in part, by the high percentage of households 
that exited the chain altogether or reduced their 
participation over time. Many of the sampled 
US farmers were retired or had off-farm jobs, 
and most considered their on-farm activities as 
supplemental sources of income. Given the strict 
quality requirements imposed by supermarkets, 
many farmers preferred to sell their vegetables 
through informal channels, such as local farm-
ers’ markets. In Nicaragua, most smallholders 
depended heavily on on-farm income for sur-
vival; however, overall limited asset endowments, 
combined with the need to reduce income risk 
and ensure food security, meant that many house-
holds could not make the investments needed to 
intensify their participation in the value chain 
for certified coffee. On the other hand, evidence 
from India and Colombia showed that when 

Case study Natural Physical Social Human Financial
United 
States—
vegetables

+++
Strongly increased 
commitment to 
enhanced soil 
fertility and soil 
conservation 
through reduced 
tillage, mulching, 
cover crops and 
buffer zones; 
monitoring of soil 
and water quality; 
almost doubled 
area under organic 
certification

+
High preexisting 
levels of physical 
capital built up over 
decades prior to 
assessment period

++
Trust relations 
with Appalachian 
Harvest (AH) 
based on 
professionalism 
and supply of 
quality services; 
high costs related 
to selling to AH 
(most produce sold 
outside of AH); AH 
still vulnerable to 
shocks

+++
Build-up of 
considerable 
skills and 
knowledge 
related to 
conversion 
from tobacco to 
certified organic 
vegetable 
production sold to 
supermarkets—
AH with an 
important role in 
the process

+
Income from 
sale of organic 
vegetables to AH 
on average 10% 
of total income; 
off-farm income 
and alternative 
marketing 
outlets still 
important; credit 
accessible but 
crop insurance 
inaccessible
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interventions complemented livelihood strate-
gies and did not require major trade-offs in the 
use of scarce assets, then households were more 
likely to make the investments needed for effec-
tive chain participation. After all, resource-poor 
smallholders optimize their livelihood system as 
a whole, rather than any specific element of the 
system, such as production of market-oriented 
crops. The implicit dilemma between specializa-
tion and diversification is yet to be adequately 
addressed by VCD initiatives or, at least, associ-
ated trade-offs must be determined and efforts 
made to minimize them. 

•	Incomplete access to inputs and services length-
ens impact pathways: The case studies highlight 
the difficulties smallholders and local enter-
prises face in building their asset endowments 
over relatively short periods through improved 
access to inputs and services, in part because 
they do not have access to the right combi-
nation of inputs and technical, business and 
financial services at the right time, given the het-
erogeneity of asset endowments and response 
capacity among them. In general, commercial 
service providers face unfair competition from 
government-sponsored or subsidized inputs and 
therefore are unlikely to seek out smallholder 
and emerging rural enterprises. NGOs and other 
types of project-supported service providers, 
in turn, tend not to partner with others offer-
ing complementary services, which is a missed 
opportunity for increasing the effectiveness 
of interventions for VCD. In most of the cases, 
inputs and services available to households for 
upgrading their on-farm productive capacities 
were incomplete. In Nicaragua and Colombia, 
for example, the main source of credit for annual 
production and strategic on-farm investments 
came from cooperatives and producer associ-
ations, which was often insufficient, and access 
to local banks for credit was limited to only the 
largest producers. For many households, limited 
access to agricultural production inputs was a 
severe constraint. In Nicaragua, for example, 
households producing conventional and organic 
certified coffee were often unable to purchase 
fertilizers and appropriate agrochemicals for 

pest and disease management despite improved 
access to credit because credits were often too 
small, credit was needed to meet immediate con-
sumption needs, and costs of purchase inputs 
were relatively high. A shortage of labor for 
agricultural production was identified as a major 
limiting factor for smallholders in the US case 
study. Environmental and social responsibility 
was only addressed in the case of Nicaragua and 
the United States, though in both cases in an 
incomplete fashion. 

•	Insufficient asset endowments constrain small-
holder participation in VCD: The case study in 
Nicaragua provides insights into how low lev-
els of asset endowments limit the participation 
of poor households in more demanding value 
chains. In this case, asset endowments were alto-
gether too low for some smallholder households 
to make the upgrading investments needed to 
engage in higher-value markets. Participation 
in the certified coffee value chain, for example, 
required a significant investment in renovating 
coffee plantations, expanding acreage, hiring 
labor, obtaining fertilization and maintaining 
certification. Roughly two-thirds of the sam-
pled households were able to take advantage 
of credit, technical assistance and other services 
offered by the cooperative to expand and inten-
sify their coffee production—these households 
had relatively large endowments of natural and 
financial capitals before the interventions for 
VCD were carried out. The remaining house-
holds, however, generally struggled to intensify 
their coffee production, despite improved access 
to services and a significantly improved mar-
keting environment. These households were 
much more likely to depend on off-farm income 
to meet their needs and faced harsh trade-offs 
in the allocation of time and assets for coffee 
production. They would need nonmarket inter-
ventions, including social transfers, and technical 
assistance to prepare them for VCD. Yet, many 
value chain initiatives address smallholder 
households as a uniform stakeholder group with 
the same response capacity. 

•	Smallholders built certain elements of their 
asset base but major gaps remained: Whether 
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in response to changes in the context or access 
to new services, the case studies showed that 
smallholders generally built important elements 
of their asset base during the period under 
assessment. For example, the Colombia and 
Nicaragua cases highlighted important advances 
in financial capital. The US, Afghanistan and 
India cases reported important advances in 
human capital formation, while the Nicaragua 
case showed major advances in building natural 
capital. However, progress in asset building was 
uneven across the five asset classes. In the case 
of Colombia, smallholder vegetable producers 
generally built their endowments of physical, 
financial and human capitals but made markedly 
less progress in terms social and natural capitals. 
In the India and Afghanistan cases, advances 
were concentrated on human and social capital 
endowments. When interventions for VCD tar-
get poor households, gains in asset endowments 
may be insufficient to allow for major advances 
in livelihood resilience. For example, while 
many coffee farmers in Nicaragua received 
credit and technical assistance for the first time 
through their affiliation with the coffee cooper-
ative and their link to the specialty coffee value 
chain, the credit was often too small to permit 
strategic investments in coffee production, and 
access to technical assistance was often too spo-
radic to facilitate major changes in production 
techniques.

•	Vulnerable links to value chains: Across the 
cases, the local enterprises offered various ser-
vices to their smallholder members or clients 
while responding to the demands of buyers fur-
ther downstream and, in some cases, partnering 
with development organizations. The enterprises 
maintained their capital endowment during 
the assessment periods and achieved import-
ant expansions of capital, especially physical 
and human capitals. In general, the evidence 
suggested that gains in social and financial 
capitals were more modest. Local enterprises 
were able to build or maintain their asset base 
despite having to operate in challenging business 
environments often characterized by poor infra-
structure, limited access to critical inputs and 

services, and policies that target large companies 
and urban SMEs rather than the rural sector. 
Still, asset building was incomplete for achieving 
economically viable enterprises during the peri-
ods under assessment. An important conclusion 
by cases in Nicaragua and the United States was 
the high degree of vulnerability of local enter-
prises to internal and external shocks, such as the 
departure of key staff or loss of external fund-
ing sources. In Nicaragua, the cooperative faced 
important gaps in its asset base, particularly as 
regards human and financial capitals, which 
made it highly vulnerable to changes in the mar-
ket context or the departure of one or two key 
staff. 

•	Asset-based approach to assessment of VCD 
allows for more impactful VCD: As noted previ-
ously, most assessments of VCD focus on changes 
in income, output or other relatively simple 
indicators. Such types of assessments provide a 
minimal basis for judging the effectiveness of a 
specific intervention for VCD. However, given 
the complexity in which VCD takes place, such 
simple measures may lead to incorrect conclu-
sions and missed opportunities to better inform 
the adjustment of current interventions and the 
design of future interventions. In Nicaragua, for 
example, poor smallholders achieved important 
advances in asset endowments but generally 
struggled to convert these gains into higher pro-
ductivity or income flows. It would be amiss to 
conclude that the interventions for VCD in 
Nicaragua were unsuccessful or of limited impact. 
The case in Nicaragua highlighted gaps in social 
and human capitals for the enterprise, namely the 
limited ability of elected leaders to participate in 
strategy formulation and provide oversight to the 
administration, which left the enterprise highly 
vulnerable to changes in administration. Another 
example comes from the case in the United 
States, where the limitations of smallholders to 
intensify their participation in a demanding value 
chain—organic fresh vegetables—reflected eco-
nomic preferences as well as lifestyle decisions. 
Implementation of 5Capitals is not for the faint 
of heart; it requires time, resources and a willing-
ness to embrace considerable complexity. Not 
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all of these factors will be present in any given 
VCD initiative. However, when poverty reduc-
tion is the VCD objective and when VCD implies 
considerable investments for smallholders, then 
5Capitals provides a useful framework for under-
standing the potential and limitations of VCD. 

•	More learning and critical reflection is urgently 
needed: The case studies raised as many ques-
tions as were answered regarding the relationship 
between VCD and asset building. For example, 
in the Colombian case, producers reported var-
ious ways in which they increased their skills 
and knowledge for horticultural production; 
however, they also reported that productivity 
increased mainly because of improved access 
to fertilizers. Why were farmers unable to effec-
tively use the information gained in training to 
their advantage? What changes should be made 
to future trainings and other interventions for 
VCD to better address productivity? In the case 
of Nicaragua, smallholders often considered the 
technical assistance provided by the cooperative 
to be inaccessible or otherwise not very useful. 
How can the cooperative provide its technicians 
with the right incentives and necessary tools to 
better address the members’ needs? In the case 
from Afghanistan, both lead farmers and other 
farmers reported gains in their endowments of 
physical capital. Were these gains sufficient for 
meaningful increase of on-farm productivity? 
What tools, machinery or infrastructure are most 
lacking? Answers to these questions require 
engagement by stakeholders in the VCD for 
critical reflection, strategy design and learning. 
Taken together, the cases also suggest import-
ant questions for the design of VCD in general, 
including the existence of positive feedback 
loops, where the building of one asset (such as 
financial capital) leads to the building of oth-
ers (such as human or physical capital), and the 

existence of minimum asset thresholds, which 
may exclude or limit the ability of poorer house-
holds to benefit from VCD. Future research is 
needed to identify viable ways to 1) maximize 
positive feedback loops at household level and 
between local enterprises and smallholders, 2) 
minimize asset stagnation or erosion, 3) ensure 
positive gender outcomes and impacts, and 4) 
minimize the trade-offs between market-ori-
ented livelihood activities and those geared to 
subsistence.

3 Conclusions and recommendations 

If VCD is to more effectively address rural pov-
erty, its design and assessment must incorporate a 
deeper consideration of the complex needs and real-
ities of the rural poor that includes recognizing that 
market-oriented activities, though important, are 
not exclusive elements of rural livelihood strategies. 
Subsistence-oriented activities focused on food and 
nutritional security may be equally important—if 
not more important. Both types of livelihood activ-
ities, along with nonmarket values such as social 
and trust networks, have a strong gender dimen-
sion that VCD needs to take into account.10,11,12 In 
many cases, VCD requires complementary programs 
aimed at economic growth, such as improvements 
in local infrastructure and services, political-legal 
frameworks, local markets for agricultural and 
forest products, and income generation through 
services and off-farm employment. Still, a severe 
knowledge gap exists regarding the interventions 
and interactions needed to build viable value chains 
with smallholders and effectively reduce rural pov-
erty. Traditional measurements in terms of output, 
employment and income fall short because they 
provide only partial answers to what makes rural 
livelihoods resilient. 

10 Coles, C; Mitchell, J. 2011. Gender and agricultural value chains: a review of current knowledge and practice and their policy 
implications. ESA Working Paper 11-05, FAO, Rome. 

11 Laven, A. 2012. Challenging chains to change: gender equity in agricultural value chain development. Royal Tropical Institute 
(KIT), Amsterdam.

12 Riisgaard, L; Escobar, F; Ponte, S. 2010. Gender and value chain development. The Danish Institute for International Studies 
(DIIS), Copenhagen.
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The application of the 5Capitals tool, as illustrated in 
the five case studies included in this volume, helps close 
this knowledge gap. It provides insights into broader 
livelihood changes in terms of critical livelihood and 
business assets at the level of smallholder households 
and the local enterprises that link smallholders with 
downstream chain actors. An asset-based approach 
to understanding the poverty impacts of VCD may 
mean higher costs than assessments focused on a few 
key indicators, but without any doubt these pay off 
as they allow VCD interventions and interactions to 
be redesigned in such a way that more significant and 
lasting impact can be achieved at both household and 
local enterprise levels. 

Based on the key lessons from the case studies, we 
offer the following recommendations for the design 
and assessment of VCDs  that include the rural poor: 

•	Enrich strategies for VCD with an understanding 
of household asset endowments: Interventions 
for VCD must account for variability in asset 
endowments and livelihood strategies among 
poor and vulnerable populations. Different 
measures are needed in each stage of the devel-
opment life cycle to achieve poverty reduction 
among the most vulnerable—for example, stabi-
lize household consumption and protect assets; 
smooth household income/acquire assets, expand 
household income/leverage assets, and stabilize 
income-generation and asset accumulation.

•	Identify those households that require additional 
support to effectively participate in value chains: 
Successful participation in value chains requires 
minimum asset levels and capacities. Those who 
do not meet these require differentiated inter-
ventions and technical assistance to create the 
necessary preconditions for their participation—
for example, training to build human and social 
capital, rehabilitation of eroded natural capital, 
basic infrastructure investments and resolution 
of land-tenure conflicts. These interventions out-
side the realm of VCD are critical to its success if 
the poorest sections of the rural population are 
to benefit from VCD.

•	Prioritize interventions and other forms of 
support for building assets: Case studies of 
cooperative business development in developing 

countries highlight the pitfalls of providing phys-
ical capital during the start-up phase of business 
development. For example, subsidized process-
ing equipment for farmer organizations may 
not contribute to development goals due to 
insufficient business skills, undependability of 
equipment (and inability to obtain replacement 
parts), poorly calibrated machinery or insuffi-
cient attention to food safety. Often human and 
social capital must be built before considering 
major investments in physical capital. In other 
cases, natural capital may also need to be rebuilt 
before meaningful business development is pos-
sible (including investments in physical capital 
and financial capital). 

•	Improve the links among technical, business and 
financial services: Integrated service providers 
(for example, providers that offer a range of 
technical, business and financial services to local 
enterprises and smallholders) are important 
during the initial stage of value chain formation 
or business development. However, the more 
demanding the value chain, the greater the pres-
sure on business and smallholders to upgrade 
their capacities. This implies access to the right 
combination of services at the right time and the 
capacity to adapt as conditions change. There 
is an urgent need to make genuine efforts to 
link technical, business and financial services 
in ways that allow for meaningful asset build-
ing at household and local enterprise levels. At 
the same time, there is a need to ensure that the 
linking of these services responds to the require-
ments identified by chain actors rather than 
outside agents from public sector or civil society.

•	Build awareness among donors and develop-
ment practitioners about the advantages of using 
asset-based approaches for VCD design, imple-
mentation and evaluation: In some cases, the 
increased complexity of asset-based approaches 
are outweighed by tangible benefits in terms 
of higher impact on poverty reduction, live-
lihood resilience and viability of smallholder 
enterprises. In general, the more demanding 
the requirements for successful value-chain 
participation and the greater the vulnerabil-
ity of smallholders and local enterprises, the 
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greater the potential benefits from asset-based 
approaches to VCD design and assessment. It 
is necessary not only to build awareness about 
asset-based approaches for the design, monitor-
ing and assessment of VCD but also to build the 
capacities of development practitioners and oth-
ers to use these approaches. 

•	Promote comprehensive strategies for rural 
development: VCD is not a single avenue to rural 
poverty reduction. It needs to be combined with 
other approaches to rural development, such as 
sustainable rural livelihoods, territorial devel-
opment and investments in rural infrastructure 
and services. The combination of approaches will 
better address the vulnerabilities faced by small-
holders and local enterprises as they attempt 
to build their asset bases and intensify their 

participation in more demanding markets for 
agricultural and forestry products. This implies 
changes in how VCD is designed, the partner-
ships required for implementation and the way 
in which interventions are assessed. 

•	Identify innovative partnerships for joint learn-
ing and continuous improvement: The diverse 
nature of stakeholders in VCD provides a great 
opportunity for joint learning. Each of them 
brings specific perspectives, skills and experi-
ences to the table, but what is needed is to define 
appropriate forums and mechanisms for sharing 
and capitalizing on them. The outcome of such 
communities of practice and negotiation plat-
forms will be highest when nurtured by genuine 
interest in learning and authentic commitment 
to continuous improvement.
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The Tropical Agricultural Research and Higher Education Center (CATIE) is a regional center  
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sustainability. The Centre’s mission is to generate science-based knowledge about the diverse roles 
that trees play in agricultural landscapes, and to use its research to advance policies and practices, 
and their implementation, that benefit the poor and the environment. 

Bioversity International is a world leading research-for-development non-profit organization, 
working towards a world in which smallholder farming communities in developing countries are 
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