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Canadian Agri-Foods Value Chains –
An Overview

There are five key areas in which value chain
partners must collaborate in order to create
a sustainable competitive advantage both
for each partner and for the value chain as a
whole. If a value chain partner is not prepared
to collaborate in any one of these areas
then they do not belong in a value chain. A
supply chain is probably better suited for that
organization as they will ultimately become a
disruptive element in the value chain which
they have joined and will be forced to leave.

In Canada, most
companies in the
agri-food industry
perform only a
fraction of the
200-300 activities
required to
produce, market
and deliver a
product. In order to develop a sustainable,
competitive advantage, many organizations
enter into both formal and informal
associations with a number of related or
associated companies who mutually support
each other in trying to deliver a product or
service to an end-user while making a profit
along the way. This alliance is called a value
chain.

1. Share information and develop trust
2. Develop shared objectives
3. Share the risks and the benefits of
launching new products or services
and expanding their businesses, or
undertaking new ventures
4. Invest the time, energy, and resources
of the organization in making the value
chain work
5. Value-add their products or services or
experience

Agri-food value chains are based on mutual
self interest and have but one overriding
purpose – to increase or improve the
profitability of each partner in the value
chain by creating a sustainable competitive
advantage. These value chains are a network
of producers, processors, distributors, retailers
and other participants who recognize their
mutual need to work together in a different
type of business relationship order to further
their own organizations self interest.

Share Information and Trust
The key element of a value chain is the
sharing of information between participants.
Often this information is of a relatively
sensitive nature and could harm the
organization if it is leaked to a competitor.
Without the sharing of information, such as
production capacity, product development
plans, marketing plans, or even margin
information, it is very difficult to use the human
and technical resources of a value chain to
build a sustainable competitive advantage.

Participants voluntarily join a value chain
to enhance their organization’s financial or
strategic objectives. Conversely, they will
leave a value chain when they have either
gained as much as they can from the value
chain or see more value in becoming part of a
supply chain.

The building of trust among the partners is a
critical component to the successful operation
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of a value chain. This sense of trust will lead to
the sharing of information and risk. However it
is also prudent to put in place Confidentiality
Agreements and Non-Disclosure Agreements
while building the trust in value chain partners.
The value chains that fail usually do so
because of a breakdown in the sharing of
information and breakdown, or lack of trust,
among the partners.

value chains with different but not competing
objectives.

Sharing the Risks
Sharing the risks is a fundamental element
of any value chain. The sharing does not
necessarily have to be evenly distributed
among the partners but should be relatively
proportional to the partners participation in
the value chain. The proportional sharing
of the risk implies a proportional return to
the partners. This mutual and proportional
sharing of risk, with
an expectation of a
mutual proportional
return on investment,
is a key advantage of
a value chain over a
supply chain.

Develop Shared Objectives
A value chain is based on mutual self interest.
It is also based on the achievement of mutual
shared objectives such as increasing the
unit or dollar sales volumes of partners in
the chain, or increasing the gross margins
over a period of time by reducing costs. Not
necessarily by lowering prices but by reducing
product, distribution, or other costs.
The shared objectives can be as simple as
increasing the speed to market of a product
by 1% or as complex as improving overall
operating margins by 5% over 2 years. The
objectives can be general, such as improving
the on time delivery date of orders to a target
customer. The objectives can also be very
focused such as ensuring that 90% of the
product be sourced in Canada.

In a supply chain,
the organizations
objective is to
take no risk
and capture as
much margin
as possible at
the expense of any other organization in the
supply chain. In a value chain, any partner that
is not prepared to share some of the risk and
who adopts a total margin capture strategy
should be removed from the value chain.

Whatever the objective(s), it is important that
all partners in the value chain agree to pursue
the same objective. Not having a mutual
objective usually results in the dissolution
of the value chain as there is no focus to
the coordination of activities or information
sharing. It is also useful to note that partners
in a specific value chain may have mutually
agreed objective while at the same time
these same partners may belong to other

The sharing of risk permits the development
of more value added products for the market,
and increased risk taking by launching
new products and services. If no single
organization has to assume the entire risk of
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launching a new product or service, and risks
are shared, then the whole value chain can
benefit from increased volumes and margins.

management and staff of the various parts
of the chain. The relationship is based on a
purchase order. Deliver on time or suffer the
consequences.

Invest the Time, Energy and
Resources

Value Add Products, Services or
Experience

Making a value chain work, even reasonably
well, is not easy. It takes a commitment from
the management of all the partners to invest
the time, energy, as well as the human and
financial resources to the value chain. The
management of a value chain is very much
about managing the human interactions and
activities between the various organization
levels of the various participants in the value
chain. It is about working on relationships
with other organizations, building trust, and
sharing information and risks. It is not about
just receiving a purchase order and shipping
the product out the door, or just delivering a
service.

All participants in a value chain must bring
something to the table. Merely showing up
with a product or service is not sufficient.
A partner in a value chain is expected to
contribute management experience, industry
expertise, a willingness to share risk and a
willingness to share information. In return,
the partner receives a reduced risk in new
ventures or products, participation in a
relationship that can assist the participant in
reducing costs, access to management skills
and new technology, industry experience, and
the opportunity to increase profits.

Benefits to Agri-food Producers

It is the focused management of these human
interactions and activities that makes a value
chain successful and adds incremental value
to a product or service. In a supply chain
there is usually limited interaction among the
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Value chains provide one of the few
opportunities in Canada for Agri-food
producers to capture an increased share of
the margins that are available in the food
industry. For example, by becoming a member
of a value chain that has an objective of
establishing a market for local produce or
meat, the producer migrates from becoming
a commodity supplier to becoming a member
of a marketing value chain. The value-add will
be in the product packaging, the quality of the
product, creation of a new market, and even
the creation of a new brand. A value chain
of this type will enable the producers to get
a higher price for their product, and protect
their market against lower priced commodity
products.

Producers who wish to join a value chain will
be required to give up some of their operating
independence. For example, a marketing
value chain requires that producers follow
rules, protocols, and procedures in order to
build a market for the brand. Producers who
do not wish follow these procedures can
exercise their option of not joining the value
chain. However prior to making this decision
these producers should think to the future.
A future where producers are part of a value
chain that includes processors, distributors,
and retailers versus a future of selling a bulk
product with virtually no opportunity to capture
any additional value from the marketplace.

farm cash receipts at a consistently higher rate
than commodity suppliers who are subject to
the vagaries of the market.

Sustainable Agri-food Business
Practices
The goal of all Agri-food value chains is to
generate a sustainable competitive advantage
by; maximizing the value creation in all the
participants’ activities while minimizing the
cost of these activities.

This goal is achievable because value chains
are composed of people with a mutual self
interest in ensuring the profitable sustainability
of the value chain. The mutual goal of value
(profit) capture by all participants helps to
ensure a focus on minimizing costs while
capturing more profits for the participants.
This is usually accomplished by a sharing
of information on process, procedures, and
costs, and the focus by the members of the
value chain on assisting each participant
in reducing costs. Note that the focus is on
reducing costs, not on lowering prices.

Agri-food producers have had a wealth of
experience in supply chains that purchase
their products at a commodity price that is not
sufficient to enable the producer to develop
a sustainable operation. The result has been
the erosion of tens of thousands of farm
operations in Canada in the past few years.
One clear option for Canadian producers is
a future where sustainability is achieved by
participating in a value chain that adds value
to the product through a variety of means,
and returns a portion of that value back to the
producer. Value chains participation is not for
every producer; however the ones who chose
to participate will most probably increase their

The value chains create sustainable business
practices by focusing the managerial
resources of the participants in the chain on
reducing costs and improving efficiencies and
business practices. It is in all the participants’
best interests to assist other value chain
participants in becoming more cost efficient.
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Value Chain Versus a Supply Chain

The relationship in an
agri-food supply chain
is based on a purchase
order. A purchase order
is issued for a product
or service, at often the
lowest possible price,
and delivery is expected
within the terms on
the purchase order or
penalties are imposed.
There is normally little
or no interest in the
sustainability of the producer as the producer
is supplying a commodity that can be sourced
from a number of locations in Canada or
around the world.

A value chain is often confused with a
supply chain as both chains have similar
networks and, on the surface, appear to share
many of the same characteristics. While
both value chains and supply chains may
have production, processing, marketing,
and distribution activities, there are clear
differences in how these activities are
approached and the relationship between the
participants in the respective chains.

There is no sharing of information, limited, or
no trust, and no setting of mutual objectives;
other than the delivery of a specified volume
at a specified price with specified quality
range. There is limited interest in assisting
members of a supply chain in lowering costs
– the focus is on lowering prices. There is no
shared risk and in most cases the burden of
risk is carried by the producer. In contrast, a
value chain is composed of multiple partners
where at each level in the chain, the partners
are collaborating, sharing information, and
engaging in other activities to create maximum
value for the consumer. In turn, this value is
distributed to all participants in the chain.

In most agri-food supply chains the majority of
the value is captured by a limited number of
“partners” that does not include the producer
but often includes “middlemen”. Many of the
exchanges in the supply chain are between
different companies who will seek to maximize
their margins within their sphere of interest but
have little or no knowledge or interest in the
remaining participants in the supply chain.

Most value chain partners have their own
supply chains for various items. For example,
the purchasing of small quantities of basic
supplies does not require a value chain - it
does not require a value chain to purchase
stamps. However, a key partner in a value
chain will be the transportation partners or
distributors.
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The real challenge in shifting from a supply chain to a value chain is changing the relationship
between the participants in the supply chain from one that is often adversarial to one that is
collaborative and the value created is more equitably shared. This challenge can be overcome – in
time. The challenge is creating the trust necessary to share information between two parties who
had developed a relationship based on extracting the maximum value possible from the other party.
It is not unusual for the change in relationship to take 18-36 months. The change will require a
visible commitment by the senior management of the organizations involved and by the producers
is not
unusual
for the change
relationship to Many
take 18-36
months.
The change
willfail
require
a
to manage Itand
drive
the change
in theinrelationship.
times
new value
chains
because
the
visible commitment by the senior management of the organizations involved and by the producers
former supply
chain
adversaries
cannot
manage
the
change
in
the
relationship.
It
is
often
easier
to
to manage and drive the change in the relationship. Many times new value chains fail because the
create a new
value
chain
than
to try tocannot
change
the the
relationship
in relationship.
an existingIt supply
change.
former
supply
chain
adversaries
manage
change in the
is often easier
to
create a new value chain than to try to change the relationship in an existing supply change.

Value Chain & Supply Chain Comparison
Characteristic
Trust
Information Sharing
Cost Control
Collaboration
Margin

Risk

Sourcing Relationship

Market Response

Value Chain
Trust among participants is a
key factor and is purposely built
over time
Extensive throughout the chain,
from product development, to
market information
Focus on value formation,
reducing costs, and improving
efficiencies among partners
Good collaboration among the
partners to reduce costs, add
value, and increase productivity
Margin sharing, sharing of cost
savings, and margin discussions
are common in a value chain

Supply Chain
Very limited and based on the
terms of a supply contract
between vendor and purchaser
Very limited – usually price,
product, and logistical
information
Focus on lowest priced product,
and on reducing prices
Limited to logistics and supply
chain pricing issues

Each participant is focused
solely on capturing as much
margin as possible - no sharing
of margin due to cost reductions
or efficiencies
Participants often share the risk No risk sharing - the risk is often
of developing new opportunities exclusively with the product
as well as collaborate on new
developer and the producer products
new ideas or concepts are often
knocked off by members of the
supply chain.
Participants develop outsourcing Outsourcing model based on the
relationships based on cost
least cost producer -rapid
control and value adding
changes in vendors are
common
Participants are in a position to
Focus on supplying products
respond quickly to market
that have been contracted by a
demand due to information
purchaser - limited sharing of
sharing
market information
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The Management Challenge –
Value Chain Versus Supply Chain

increased share of the margins in the agri-food
sector in Canada.
The purchasers in most agri-food supply
chains usually have a ready supply of vendors
from around the world who are more than
willing to ship low cost agri-food products into
Canada. If Canadian producers cannot, or will
not, meet a demanded price then producers
from a low cost country will quickly supply
at that price. The net result is the continued
decline of small and medium sized producers
in Canada. It should be noted that while tens
of thousands of agri-food producers in Canada
have left the farm in the past few years, the
total supply of food available in Canada has
never been greater.

The vast majorities of participants in the
Canadian agri-food sector have been trained
in, or have always worked in, a supply chain
system. There is a very strong orientation in
the agri-food industry towards supply chains
and even the frames of reference in the
industry reflect this orientation. Buyers are
often called supply chain managers or supply
chain coordinators.

The challenge facing not only producers, but
Canadian food processors, food retailers,
and food service providers is to develop a
sustainable business model that is based on
more than just a purchase order. The value
chain model has been clearly demonstrated
as a feasible and realistic alternative to the
supply chain model. However, in order to
develop a value chain, a strong commitment is
required by all participants.

The relationship in an agri-food supply
chain is based on a “purchase order” and
is usually evidenced by producers and
companies competing with each other to sell
their products at the lowest possible price.
The result has often been catastrophic for
producers as prices fluctuate wildly based on
supply, and the producer’s ability to influence
product pricing is usually negligible.

The management and producer challenge
is changing some of their key business
relationships to one of collaboration, from
one that is adversarial because in a value
chain, the participants
are collaborating, sharing
information, and engaging
in other activities. From
a management and
producer perspective one
of the critical challenges
in entering a value chain,
is that in a value chain,

The agri-food producer’s ability to develop a
sustainable business is often directly related to
their ability to outlast their neighbor. However,
in as much as agri-food producers in Canada
are usually part of an international supply
chain, their options are usually very limited
when it comes to their ability to capture an
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producers, owners, and managers have to
give up some independence and control.

Producers are facing international competition
for their own markets. Companies in the
Canadian agri-food sector face strong
international competition, and are under
pressure to innovate, and maintain prices
in the face of escalating costs, all the while
operating with fewer human and financial
resources.

The following are the fundamental
differences between managing in a value
chain environment versus a supply chain
environment:
•
•
•
•
•

A value chain has a focus on building
trust with participants versus a
defensive posture
Participants in a value chain must be
willing to share information
In a value chain more time is required
to manage the various relationships
In a value chain collaboration on a
number of issues is required
Producers and managers are often
required give up some independence in
order to meet the common objectives of
the value chain

Food retailers face fierce and growing
competition for their “share of stomach” from
both national and international retailers. The
competition for the consumer’s food purchase
dollar now ranges from corner stores, to
gas stations, to drug stores, to general
merchandise stores, to food stores. There are
14,000 -16,000 outlets in Canada where a
consumer can shop for food.
In the face of strong competition how does
a producer, food processor, or food retailer
build a sustainable competitive advantage?
One proven method is to establish a value
chain, for in a value chain is
harnessed the intellectual
capital, human resources,
market information, and
business experience.
The competitive
advantage over an
organization that does
not have access to
these resources can be
a game changer.

Senior Management Driven
Managing a value chain is different
than managing a supply chain as
it often requires a change in mind
set, attitude, and approach to
business dealings. It is up to the
senior management or owners of
an agri-food organization to drive
the formation and participation in a value
chain. Without senior management support
the value chain will fail.

In today’s marketplace the ability to innovate
and compete is directly linked to the skills of
their partners. It only makes sense to set up
a value chain of willing participants than try to
coerce lower prices and product ideas out of
a supply chain vendor that has limited trust in
the process.

Why a Value Chain?
Canadian producers, food processors,
ingredient suppliers, retailers and food service
providers are no longer self-contained.
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The Value Chain Advantage

Communication on Markets, Trends,
and Competitive Strategies

Value chains offer a set of advantages to
Canadian producers, food processors,
ingredient suppliers, retailers and food service
providers that are not available in a typical
supply chain.

The agri-food market changes on a daily
basis. New competitors, new sources, new
products, new processing technologies, new
packing, and emerging
trends are communicated
to the industry on a daily
basis. It is difficult, if not
impossible, for an average
Canadian company to keep
current. The advantage
of a value chain is that
participants normally keep
current with their specific
area of expertise and share
this knowledge with other
participants.

Increased Profits/Reduced
Costs
A primary objective of a value
chain is the creation of a
sustainable business model for
all participants. This objective can
be accomplished, in part, by the
focus of all participants on reducing
costs throughout the chain, while
at the same time adding value to a
product or service.

It is the combined sharing
of knowledge that gives the
value chains a strong competitive advantage
over a competitor who is trying to keep current
in multiple areas. The members of a value
chain have combined sources of information
that is usually many times greater than any
one company. In an era when information
is critical to success, the advantage of a
value chain in accessing and disseminating
information gives each participant a
sustainable competitive advantage.

As each participant in the value chain shares
information on various costs that impact their
specific operation, other participants can
provide information or suggestions on how to
reduce those costs. It is not unusual for cost
reductions to occur in a value chain through a
combination of information sharing, logistics
changes, repackaging, timing of shipments,
volume order changes, and other means.
Profits can also be increased in a value
chain by developing brand names, reducing
marketing expenses, changing processing
requirements, and increasing the quality of the
materials supplied by the producers and other
participants in the chain.
Mutual self-interest is a powerful driver to
increase profits by reducing costs.
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Product Innovation & Product
Differentiation
Product innovation and differentiation are two
of the most powerful drivers in the retail food
market in the world. Over 40,000 new food
and beverage products are introduced into
the worldwide retail food market every year. In
addition, thousands of existing food products
are tweaked, reformulated, repackaged,
revised, rebranded and re-launched
every year. The processes of innovation
and differentiation are never ending. The
products that do not have superior points of
differentiation are subject to being replaced by
new and innovative products.

Needless to say, there often is no real
incentive for members of a supply chain to
assist other parts of the supply chain as there
is limited or no sharing of margin capture, or
trust that new ideas will not be stolen.

Due to the rapid change in the marketplace
today, there are almost no food companies
that do not rely on outside resources for new
and innovative ideas. A value chain is unique
in that the human and other resources of each
of the participants in a value chain can be
employed to assist the entire value chain in

Process Differentiation
Companies or organizations rarely do
everything well. Some companies are
excellent at marketing but are mediocre at
processing; while other companies are very
good at product development but poor at
marketing. The value chain model can enable
an organization, producer group, or company
to identify and focus on those activities
associated with their core competencies and
capabilities in order to perform these functions
better than competitors.
The value chain model enables participants
to outsource in areas where they do not have
a core competency and focus on those areas
where they have a competitive advantage.
This process enables the participants to
virtually build “value” in the specific areas of
competence while eliminating costs in those
areas where they are not efficient.

developing new and innovative product. These
resources can also be employed to revise
existing products to meet market trends, and
build the points of differentiation necessary to
succeed in the market.
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value, differentiation by consumers, as well
as a lack of marketing to assist the pull from
the shelf. This high failure rate is the reason
that many companies play it safe by focusing
on brand extensions and revised packaging
rather than truly new and innovative products.
Given the level of investment required to
develop and market a new food product, the
high rate of failure, and the limited market size
of Canada, it is easy to see how a value chain
can be of great assistance in reducing the risk
of a new product launch.

It is this process
that enables all the
participants to reduce
costs and improve
their profits. However
this process is based
on the participants
establishing a high degree of trust in each
other. That is why all breeches of trust must be
corrected immediately or the value chain will
fail.

A value chain will not eliminate risk of
developing and launching a new product,
however the value chain members can
mitigate and reduce the risk through the
sharing of market, cost, and distribution
information, as well as packing contacts, by
giving the value chain access to members of
each participant’s value network.

Value Network
Technology and Skill Transfer

Each participant in a value chain is usually a
participant in other value chains in the agrifood industry. These other value chains form a
“value network” of companies and resources
that can be often used to benefit members
of other value chains. The sum of these
resources can be extensive and are often
employed to give a competitive edge to a noncompeting value chain.

The value chain model often results in the
transfer of managerial and operational skills
among the participants. The rapid transfer of
information among the participants becomes
the catalyst for the transfer of these skill sets
as the value chain evolves to meet market
demands.
It is also very common for participants to
transfer technology, and the associated
technological skills and expertise, to other
participants in the value chain. It is the
transfer of the knowledge and skills that can
help a small operation develop a sustainable
competitive advantage.

Reduced Risk
Nearly 90% of new food products fail.
The failure is usually due to inadequate
distribution, a poor perception of product
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Responding to Market Demands

Speed to Market

One of the inherent advantages of a value
chain is its ability to rapidly respond to
consumer and customer needs. This rapid
response is directly related to the channels
of communication that each participant in the
value chain has developed and nurtured, and
the rapid sharing of this information within the
value chain.

The average new food product takes
approximately 78 weeks to develop, market,
and launch. The average private label food
product takes 22-44 weeks for the same
process. Speed to market is critical in a
market place where 40,000 new products are
launched each year and where new product
concepts are immediately copied.

Once the information is shared among the
participants there is often a consensus that
is developed on the strategy of responding to
a competitor, taking advantage of a product
or distribution opportunity, or employing new
technology to reduce costs. The participants
of the value chain can then
coordinate their activities to
respond to the market. It is the
coordination of these activities
that enables the value chain
participants to control costs,
transfers skills, outsource
where needed, and increase
the speed to market.

The faster that a new product can be
launched, the faster that cash flow can be
generated to pay the development and launch
costs. Value chains have an advantage over
supply chains in that the resources of the
participants in the value chain can be focused
on accelerating the launch due to
mutual self-interest. The quicker the
launch, the quicker the participants
will begin to receive their share of
the margins available in the market.

Access to Managerial Talent
One of the key advantages of
participating in a value chain is access to the
management, operations talent, and resources
of the various members of the value chain.
The management experience that can be
made available to any one participant in a
value chain is a competitive advantage that
even the largest food companies would have
difficulty duplicating.

The “pull” at the market level is often a result
of the marketing plan that has been developed
by the information shared by the various
participants. Information on packaging trends,
consumer trends, taste trends, pricing trends,
and new channels of distribution has a direct
impact on the development of a program to
increase the retail or market pull.
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The access to this managerial and industry
experience is exclusively the result of the
building of trust, and the sharing of information
among the participants in the value chain. It
is common for it to take up to 18 months to
build a sense of trust among the participants
in a value chain but this trust can also be
destroyed in an instant.

The Champion

Assume that a new product concept
needs to be fleshed out. Imagine
what access to producers, product
development managers, marketing
managers, packaging managers,
distribution managers, and retail
managers would do to reducing the
risk, the speed to market, and the
ultimate retail success of the product.
The access to this range of experience
would almost never happen in a supply
chain.

Every value chain needs
a “Champion”, someone
who is the driver behind
the business rational for
forming the value chain
and the recruitment of
members. The Champion has to have a clear
sense of purpose in the formation of the value
chain. The purpose of the value chain can be
to develop a new market for a specific line of
products; or it could be to develop and market
a new brand name for a group of producer’s
products.
The Champion could be a food processor
who needs a consistent source of quality
ingredients to meet a market demand for
new ready to eat meal products; or a food
service provider looking for a new source of
finished products for the institutional market.
The Champion could also be a producer who
is weary being a price taker and wishes to
capture a larger share of margin at retail.

Setting Up a Value Chain

Whatever the reason, the Champion has to be
able to present the purpose for the value chain
to potential members. The purpose must lead
to a positive (increased sales, lower costs,
access to new markets etc.) outcome for each
member of the value chain or participation will
be minimal.

Most agri-food producers and agri-food
companies are already in a value chain of
sorts. There are people and companies
that are trusted and people from whom the
producers and managers seek advice on a
number of issues relating to their operations.
These same producers and agri-food
companies are also normally involved in one
or more supply chains. It often reaches the
point though where a change in direction
is required, and the need to develop a new
business model such as a value chain
becomes apparent.

Start Small
Champions should start the formation of a
value chain by recruiting participants who
they already trust, and with whom they
have an ongoing business relationship. It is
not necessary that the value chain be very
14

extensive at the outset. It is advisable to start
small, two or three participants and recruit new
participants as necessary.

5. Commitment to quality and consistency
6. Commitment to sharing of relevant and
timely information with all levels of the
value chain

Set the Criterion for Participants

7. Commitment to risk sharing with other
value chain participants

The recruitment of value chain participants is
the key to the success of any value chain. It is
necessary at the start to identify the types of
participants required to meet the objectives of
the value chain.

8. Willingness and capacity for change
9. Willingness to participate in margin
sharing throughout the chain

The Champion should establish criteria for
each participant in the value chain; that criteria
should include:

10. Willingness to outsource activities to
other participants in the value chain

1. Provides a value add product or service
that is needed in the value chain
2. Willingness to establish business
and personal relationships with other
participants
3. Must have a high level of trust with the
Champion
4. Commitment to increasing value of
the products and services of the value
chain

Reconfiguring the Value Chain
The Champion of the value chain must be
prepared to reconfigure the value chain if
the need arises. If any participant fails on
a consistent basis to meet the criterion for
participation, steps must be taken to remove
that participant and recruit a new participant.
Failure to do so could threaten the value chain
and create distrust among the remaining
participants.
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Getting Started Recruiting New Participants

11. Be patient and carefully assess the
supply chain participant’s compatibility
with other participants in the value
chain

The most difficult part of setting up a value chain
is getting started. The following 12 steps have
been used to successfully build value chains in
the agri-food sector. These steps are a guide
and should be modified to meet the needs of
each value chain.

12. If a supply chain participant is not
interested in becoming part of the
value chain, then consideration should
be given to replacing that supply chain
participant

1. Establish clear objective(s) for the value
chain
2. Recruit two trusted allies with whom the
Champion is already doing business
3. Meet to discuss the objective of the value
chain, and the need to establish trust and
share information
4. Discuss the 10 draft participant criterion
with the two potential participants
5. Develop the rules, processes, and
procedures for the value chain

Why Do Some Value Chains Fail?
Not all value chains succeed and many have
to be restructured to accomplish the value
chains objectives. In most cases the value
chain participants in any one value chain will
change over time as the needs of the value
chain change. For example, some current
members of a company’s value chain may
not see a need to purchase new equipment to
produce a better quality input, as a result, the
participant company purchasing the input may
wish to source another partner.

6. Decide on the skill sets and value add
activities that the value chain will require
7. Develop a list of potential participants
8. Screen the participants for compatibility
and their ability to meet the 10 criterion
9. Approach participants with the objective
of having them become part of the value
chain

Value chains fail for a number of reasons and
the following reasons for failure can be used
as a warning device to trigger corrective action
on the part of value chain participants.

10. Regularly assess the participants in the
supply chain with the view of moving
them into the value chain
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1. No value chain champion. The
champion is in effect the primary driver
of the value chain, if the champion
leaves the value chain, then a new
champion should be recruited - among
the participants - as soon as possible
2. Lack of trust. Mutual trust among the
participants is critical to the sharing of
information, discussions on margins,
and other sensitive topics. If a
participant proves untrustworthy then
remove the participant as soon as
possible or the value chain will fail
3. Limited information sharing. Information
sharing is the foundation upon the
value chain establishes a sustainable
competitive advantage for the
participants. It is not uncommon to
encounter a participant who takes in
other’s information but reveals little of
their own. Replace that participant with
another who understands the value in
information sharing

7. Lack of capability among the
participants. Value chains are based
on the relationships between the
participants. If the participants cannot
establish a good working relationship
then the value chain will fail
8. Incorrect partners – wrong skill
sets. This often occurs as the value
chain evolves. Skill sets need to be
upgraded to keep pace with market
demands. This often requires recruiting
new participants with the capability
of changing their processes and
procedures, and removing other
participants

4. Members unwilling to give up some
independence. One reason that many
producer value chains fail is that many
producers are not willing to adhere to
the policies and protocols established
to ensure quality of products or delivery
specifications
5. Chase money - short term focus. Many
value chains fail because some of the
participants chase short term profits
at the expense of the objectives of the
value chain

9. Difficulty in building consensus on
quality, direction, pricing or strategy.
This speaks to the necessity of a
champion. Building consensus is
difficult, but very achievable, given the
mutual self- interest nature of a value
chain

6. Too ambitious and too complex. Value
chain objectives should be easily
understood and not complex in nature
17

For additional information pertaining to this Practical Guide, please contact:
Bryan Kosteroski
Value Chain Specialist
Agriculture Council of Saskatchewan
104 - 411 Downey Road
Saskatoon Saskatchewan
Canada S7N 4L8
Office (306) 975-6851
Cellular (306) 229-8986
Email – kosteroskib@agcouncil.ca
Website – www.saskvaluechain.ca
The Agriculture Council of Saskatchewan (ACS) Inc. has developed this electronic guide for the Canadian
Agri-Food Industry as part of its continuing efforts to support the agriculture and agri-food industry and
develop the capacity and tools for food growers and processors to enter the Canadian Agri-Food Industry.
The purpose of the guide is to provide food growers and processors with a better understanding of the
Agri-Food Industry and how to tap into business opportunities within it. ACS has engaged Ackerman &
Associates, consultants to the Agri-Food Industry, to help create this powerful reference tool. Ackerman
& Associates is an alliance of senior consultants focusing on business strategy support – research, value
chain design and implementation – for the Agri-Food Industry.
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