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Executive Summary  

Three overarching purposes lay behind this farmer-focused project. It sought to determine the 
nature of business relationships existing between Ontario producers, their customers, and the 
value chain(s) in which they operate. It also sought to determine the factors that have shaped 
these relationships and what they are enabling the involved businesses to achieve. The third 
objective was to determine the activities and programs that the Agricultural Management 
Institute (AMI) could undertake to encourage and enable more Ontario farmers to adopt value 
chain management practices, and propose a long-term business strategy for AMI.  
 
The project commenced with a literature review of value chains and their management in the 
context of the international agri-food1 industry. Findings from the literature review guided 
insights sought from quantitative and qualitative interviews conducted among 552 producers 
and managers of businesses operating along agri-food value chains. Senior representatives 
from Canadian and international programs, which have been established to encourage and/or 
assist producers develop closer strategic relationships with other members of the value chain, 
were interviewed to determine how they operate, their effectiveness, and lessons learned.    
 
The literature review identified that value chain management (VCM) describes a strategic 
business approach where firms situated along a value chain choose to work together with a 
focus on improving the efficiency of operations within and between firms and their 
effectiveness in creating value for the end consumer. This enables the involved businesses to 
become more competitive and profitable than if operating as independent entities. VCM is a 
reiterating process that takes time, resources, and skills, which become more sophisticated as 
the involved businesses learn through working together as a strategically aligned unit.  
 
There  is  not  one  “type”  of  value  chain.  Stating  whether  a  business  belongs  to  a  supply  chain  or  
value chain and what this means from a business perspective is a simplistic, misguided means 
of attempting to describe how and why businesses behave in a certain manner. With every 
business seeking to create value by selling a product for a higher price than it costs to produce, 
every business belongs to a “chain”  of  suppliers  and  customers. It is how a business behaves in 
relation to its customers and suppliers that determine its commercial opportunities and 
challenges to which it is exposed; it is not the name given to the chain in which it operates.   
 
Value chains operating in the international agri-food industry fall into structures that reflect a 
continuum spanning from traditional, open (spot) market approaches, to businesses being so 
closely aligned that they may jointly invest in infrastructure and resources (Dunne, 2003; 
Spekman et al., 1998).  For the purposes of this paper, the four types of value chains that 
inhabit this continuum are referred to as fragmented, cooperative, coordinated, and 
collaborative.   
 

                                                      
1 The term “agri-food”  encompasses  agriculture, food, bio-products and bio-fuels. 
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Increased profitability strongly motivates producers and agri-food businesses to establish closer 
relationships. Both the qualitative and quantitative research found that businesses operating 
along the entire agri-food value chain have increased their market opportunities and 
competitiveness through establishing closer strategic relationships with suppliers and 
customers. Producers and other business managers stated that this has enabled them to 
increase their profitability beyond what would otherwise have been possible. The learning that 
comes from working as a strategic unit rather than in isolation has also enabled them to 
develop new skills and capabilities, leading to their identifying further opportunities. A direct 
correlation was found to exist between having benefited financially and the establishment of 
coordinated or collaborative relationships. In short, the stronger the business relationships, the 
more benefits the involved businesses derive from their involvement. 
 
As identified in the literature review, the nature of value chain relationships that exist between 
farmers, their suppliers, and customers take many different forms. In the qualitative survey, the 
majority of the 52 producers and processors/distributors interviewed described their 
relationships as coordinated. It is important to note that, because they were interviewed due to 
their experience of working closely with producers and agri-businesses, these arrangements do 
not necessarily reflect the wider industry. Most intriguing was how they compared their 
relationships and the determinants of success with the wider industry. Retailers indicated that 
business relationships vary across all four of the descriptions provided, with collaborative 
relationships being the least common. Foodservice businesses were most likely to describe 
their business dealings with farmers as cooperative.   
 
Top performing farmers differ from the majority of their peers in a number of ways. The sector 
in which they operate is one of the least important differentiators. Marketing knowledge or 
experience, along with attitude, are considerable more important. Many farmers are said to not 
understand the product or service needs of their customers, with the average ranking being low 
for both product (5.4) and service (5.5) out of 10.  Many farmers are also said to lack the skills 
required to fulfill their  customers’  needs.   
 
Overall, farmers who supply vegetables, fruit, and  “other”  have  stronger  relationships  with  
their customers than those involved in producing beef, poultry, and lamb. Interestingly, 
foodservice operators who have established a relationship with farmers tend to view their 
relationships with livestock producers as being stronger than those established with 
horticultural producers. This is due to the seasonality of vegetable and fruit production; and 
that there is greater opportunity to add value by customizing a protein offering to suit specific 
foodservice customers, versus produce. The latter can only be achieved through establishing 
quite sophisticated and long-term relationships; hence the participants are more committed.  
 
The quantitative study of 500 Ontario producers supported many of these findings. It showed 
that the customers with whom producers most commonly believe they have strong value chain 
relationships are processes and distributors, followed by retailers. Retailers are the least likely 
customers with whom farmers share a formal contract. The customers with whom the most 
farmers wish to establish closer value chain relationships are beef processors. Why more 
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farmers have not established closer business relationships is most commonly due to a lack of 
marketing skills. Government regulations are also stated as commonly being a barrier to 
farmers’  establishing  closer  relationships  with  other  members  of  the  value  chain. The primary 
benefits, in terms of skills learned by farmers who have established closer relationships with 
customers and suppliers, are improved marketing skills and the ability to produce better, higher 
quality products. These come from possessing a great understanding of market demands.  
 
The figure presented below contrasts the extent to which each of the four types of businesses 
relationships (fragmented, cooperative, coordinated, collaborative) were found to exist in 
specific  sectors  of  Ontario’s  agri-food industry.  A key reason why fewer examples of closely 
aligned value chains exist in sectors where the route to market is longer than fresh fruit or 
vegetables is that fewer interactions tend to occur between producers, their customers, and 
the final consumer. 
 
It is also more difficult for producers operating in longer more protracted value chains to readily 
identify with the end product(s) being consumed or how they can influence downstream 
operations. Producers who interact regularly with retailers are likely to feel more connected 
and therefore motivated to establish a constructive relationship with their customers, and learn 
about how they benefit from positively influencing consumer choice than producers who leave 
their crops at an elevator. External factors, including government regulations and legislation, 
were found to impact the businesses’ relationships that exist in any sector. The literature 
review and primary research suggest that this is primarily due to the influence that regulations 
and legislation have on shaping industry structure and the attitude (culture) of those involved.  
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The  research  found  that  few  Ontario  stakeholders  have  a  solid  grasp  of  the  term  ”value  chain,”  
or the potential impact ”value  chain  management” can have on their competitiveness and 
profitability. Few farmers and down-stream businesses use the VCM resources that are 
available; even among those who are aware of what is available and what is being used by their 
peers. Not possessing a clear understanding about the topic of VCM and associated benefits 
lessens  individuals’  motivation  to  access  resources.  Rather  than  accessing publicly available 
resources, retailers and food service managers feel that they had educated their suppliers as 
their business interests developed. The best suppliers were the ones who were willing to learn 
and able to fulfill their requirements. Customers (processors, retailers, foodservice distributors, 
etc.) will not invest resources into forming a relationship with producers who are unwilling or 
unable to learn and change behaviour.  
 
The lack of producers who are willing and/or able to establish close strategic relationships with 
other members of the value chain was commonly cited as THE primary factor hampering the 
development of stronger, more competitive, and more profitable business practices across 
Ontario’s  agri-food industry. It must be stated, however, that it is not only producers that are 
hampering  the  development  of  closer  business  relationships  across  Ontario’s  agri-food 
industry. Producers, distributors, and retailers were among those who cited meat processors 
and millers as businesses who are most reluctant to establish closer business relationships.    
 
The lack of closer value chain relationships is therefore a systemic issue. It is not the fault of 
one group. When asked what is required to facilitate the development of closer value chain 
relationships, it was suggested by respondents from along the chain, that a need exists for: 

 Networking events to connect players through the value chain, 
 Business facilitation/mentoring, 
 Management skills (i.e., business planning, financial management), and 
 Specific skills, especially related to marketing and communications. Additional training 

requirements included dispute resolution, technology, and traceability. 
 
An international environmental scan of value chain initiatives found that there was a surge of 
publically supported value chain activity/programs in the mid-2000s. Much of the funding for 
domestic value chain programs has since waned. Greater emphasis has been placed on 
investing in international value chain initiatives. This has led to some domestic initiatives no 
longer being operational  (i.e.,  Manitoba’s  Value  Chain  Initiative).  An  apparent  reason  for  the  
deterioration  in  public  support  for  value  chain  programs  is  due  to  governments’  expecting  that  
once the commercial benefit of adopting VCM approaches had been proven, such business 
models would develop organically across entire industries. This assumption does not take 
account of deep-rooted cultural and attitudinal factors that discourage many businesses and 
sectors from embracing VCM techniques, particularly in an often adversarial industry such as 
agri-food. The assumption also fails to take account of the influence that policies and 
regulations have on encouraging (or not) businesses and sectors to embrace VCM approaches.  
 
In Canada, considerably less public funds have been invested in value chain programs than 
elsewhere. Investments have also been considerably less strategic. For example, the UK Food 
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Chain Centre (FCC) operated over five years with a total budget of £5.3m, consisting of £3.8m in 
grants and circa £1.5m in resources provided to the Institute of Grocery Distributors (IGD), by 
the Department of the Environment, Food and Rural Affairs (DEFRA). Rather than focus on 
providing high level VCM awareness training to the industry at large, it focused on providing 
specific businesses with practical tools, such as business scorecards, master classes, and 
training in Statistical Process Control, Six Sigma etc. Case studies that flowed from 
demonstration projects were made available to the public at large. Subsequent UK programs, 
such as Waste Resource Action Plan (WRAP), built upon the momentum initially established by 
FCC. The main difference between value chain oriented initiatives of Mainland Europe versus 
the UK, Australia, etc., is that they are more technical and include a scientific component.  
 
In Ontario, the Value Chain Management Centre (VCMC) is the only initiative established to 
specifically enable the development of agri-food value chains, and regularly interacts with 
businesses operating along the entire agri-food value chain. Initiatives such as the National 
Value Chain Roundtables are not concerned with establishing value chain relationships 
between individual businesses. The VCMC, however, does not possess the resources required 
to encourage and enable the majority of Ontario farmers to establish closer strategic 
relationships with other members of the value chain(s) in which they operate; and vice versa. 
As presented below, this is the gap in resources and delivery mechanisms that AMI could 
address, through funding a carefully planned strategy, targeted at facilitating changes in the 
attitude and behaviour of those producers not already engaged in effective value chain 
relationships.      
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The program should not work through industry organizations or government departments. Its 
primary focus would be to encourage individuals involved in commercial farming to adopt 
innovative management techniques not directly associated with crop or livestock production. It 
would work directly with industry to establish an objective, market-oriented relationship 
between producers and commercial businesses operating along the value chain. The  program’s  
activities would fall into two broad categories:  “Communication”  and  “Implementation”.  The  
program’s objectives, the projects and initiatives funded, and the sectors targeted by the 
program would be reviewed annually by an Advisory Committee comprised of senior 
representatives from commercial businesses operating along value chains supplying retail and 
foodservice.   

The  overarching  message  conveyed  by  the  program  should  be  that  “regardless  of  the  sector  in  
which they operate, producers and their customers have benefited from having established 
strategically aligned business relationships and adopting a value chain approach to how they 
manage their business.”  A  project  should  only  be  undertaken  if  the  proponents  are  able  to  
demonstrate that it will materially add to the present knowledge surrounding how and why a 
sector  or  subsector  of  Ontario’s  agri-food industry can benefit from establishing closer strategic 
business relationships along the value chain. Proponents must also show how the results would 
be  used  to  engender  purposeful  changes  in  producers’  attitudes  and  behaviour.  Reports,  case  
studies, and presentations that result from the program would have a consistent format and 
theme, ensuring that results and insights could be readily translated to the widest possible 
audience. Establishing a common reporting format would also  ensure  that  the  program’s  
impact could be monitored and measured more effectively than otherwise possible. 

Due to mistaken assumptions and personal biases that were found to be associated with the 
term  “value  chain,”  particularly  among  producers,  we  recommend  that  the  program’s  name 
does  not  include  the  words  “value”  or  “chain.”      Instead,  the  program  should  be  positioned  as  
assisting producers to increase their profitability through encouraging them to establish 
innovative commercial relationships with customers and suppliers. Based on the insights 
gathered into value chain initiatives occurring worldwide, a suitable title for the program might 
be  “Agricultural  and  Agri-Food Partnerships.”   
 
A program of this type is expected to result in widespread change, leading to a more innovative, 
competitive and profitable agri-food sector than presently exists. Such a program could also 
assist OMAFRA and AAFC to ensure that the policies, programs, and regulations that they 
developed were conducive to establishing a more internationally competitive and profitable 
agri-food industry.     
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1 Introduction 

Farms and other agri-food businesses do not operate in isolation. They each have suppliers 
from whom they source a product or service. They then seek to add value to that product or 
service prior to its sale to a customer or a final consumer at a price that exceeds its cost of 
production. A series of businesses that together derive value from supplying products and 
services to target consumers can therefore be thought of as a value chain.   
 
The need for producers to work strategically with their suppliers and customers to create a 
competitive advantage in a rapidly changing business environment, by having greater influence 
upon the overall process of growing, processing, and marketing agri-food products, has been 
researched and written about extensively (Boehlje, 1999; EFFP, 2004; Fearne, 1998). Achieving 
a value chain management (VCM) approach to business relies on producers strategically 
involving themselves in operations not directly related to the production of commodities 
(Fulton et al., 2003; Kilpatrick et al., 1999), but rather directly related to the needs of customers 
and/or consumers. 

1.1 Objectives 
The  project’s  objectives  are  to  determine  the  most  effective  activities  and  programs  that  AMI  
can undertake to encourage and enable more Ontario farmers to adopt VCM practices and 
develop a long-term business strategy for their organization. 

1.2 Research Methodology 
The objectives have been achieved through five phases.  Because the scope of this project is 
large, this report presents the top-line research findings as they relate to the project’s 
objectives. The complete analysis is included as Appendices.   
 
Phase 1:  Background Research 
 
a. Literature Review 
The review establishes a baseline of current knowledge relating to value chain initiatives and 
factors characterizing participants who are most likely to be involved in their participation. 
These findings and assumptions are tested and refined through the remaining phases. 
 
The full literature review forms Appendix A. 
 
b. Environmental Scan 
An inventory of existing programs/initiatives in Ontario, Canada and worldwide was also 
conducted.  Through secondary and primary research, the research team identified information 
about each program, including:  

 Organization Name/Contacts 
 Mandate 

 Prior and current activities 
 Future activities 
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 How resources are produced 
 How resources are delivered 
 Audience/market segment 
 Involved stakeholders 
 Program funding 

 Impact of program on VC 
development 

 Performance measurement 
 Lessons learned 
 Resource and capability gaps 
 Their definition of VCM 

 
Many value chain initiatives identified in the environmental scan share a common definition of 
VCM and have achieved varying levels of success. The full list of the programs and initiatives 
researched forms Appendix B. 
 
Phase 2:  Primary Research 
 
The primary research took the form of qualitative and quantitative interviews conducted 
among 552 producers and other businesses operating along the value chain.   
 
a. Quantitative Surveys 
Undertaken by Ipsos, the quantitative research was designed to achieve the following 
objectives:  
 Identify the level of knowledge of and familiarity with value chains and the practice of VCM 

among farmers, across and within different sectors of Ontario agriculture;  
 Establish a baseline measure of the approximate number of producers engaged and active 

in value chain initiatives;  
 Understand the ”why” factors  which  are  impacting  farmers’  management  approaches,  

particularly  in  terms  of  farmers’  attitudes towards developing constructive relationships 
with customers and suppliers for strategic or operational reasons;  

 Identify existing gaps and concerns with VCM related skills as well as perceived barriers, 
including external factors impacting producers’ willingness or ability to participate in value 
chain related activities; 

 Identify the main value chain resources Ontario farmers are familiar with and the extent to 
which producers currently access these resources and perceive them to be of value in 
improving the performance of their businesses (gaps); and 

 Analyze demographic, behavioural, and attitudinal differences in producers who participate 
in value chain initiatives versus those that do not. 

 
To produce the required insights, Ipsos conducted a telephone survey with a randomized 
sample of 500 Ontario farmers. The study was fielded between November 21 and December 10, 
2012. The average interview length was 20 minutes. To qualify for the quantitative research, 
producers needed to be involved in making management decisions for their agricultural 
operation and have a minimum level of gross farm sales of $10,000.  
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A minimum quota of $250,000+ gross farm sales was achieved—ensuring a meaningful sample 
size of larger producers. Based on the value chain definition provided, 169 farmers are currently 
participating in a value chain. As a result of this incidence, a booster sample was not conducted.   
 
Sample Frame  
Minimum quotas were set based on main farm enterprise type.  Using 2011 Ag Census 
estimates, presented below in Table 1-1 is the sample frame of the number of producers 
required to ensure that the research produced a statistically significant representation of each 
sector. 
 
Table 1-1: Target Sample of Producers, by Sector 

Type of Producer  
(Main Farm Enterprise) 

Total 
Sample 

 

Statistical Margin of Error 
(95% Confidence Level) 

Grain and oilseeds 233 +/- 6.4% 
Horticulture (fruit and vegetables) 31 Directional only* 
Other crops 8 Directional only* 
Total Crop 272 +/- 5.9% 
Beef 77 +/- 11.7% 
Hogs 40 +/- 15.5% 
Dairy 55 +/- 13.2% 
Poultry and Egg 32 Directional only* 
Other animal/livestock 24 Directional only* 
Total Livestock 228 +/- 6.5% 
Total 500 +/- 4.40% 

* These segments have relatively small base sizes.  Interpretation of these findings should be interpreted 
directionally only 
 
Detailed findings from the quantitative research form Appendix C. 
 
b. Qualitative Surveys  
Interviews with Ontario producers and downstream businesses (processors, distributors, 
retailers, and foodservice operators) were conducted to produce detailed findings on the 
existence  of  value  chain  practices  in  Ontario’s  agricultural  industry,  the  determinants  of  their 
development and success, challenges they had faced and/or overcome, as well as resources 
accessed and/or required by the industry. 
 
The majority of interviews were conducted over the phone, with a few being conducted face to 
face during November–December 2012. To ensure consistency in reporting and to enable 
detailed objective analysis of results, an interview guide was developed ahead of the semi-
structured interviews being conducted. This format ensured that information was gathered 
systematically, while simultaneously providing researchers with the flexibility to delve into 
greater detail where appropriate. The content and options provided in the questions was 
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developed using information from the literature review as well as the practical experience of 
the research team.  
 
Quotas were originally set at 32 in-depth qualitative surveys: 16 producers and 16 downstream 
stakeholders. Included in the latter group were processors, distributors, retailers, and 
foodservice operators. In total, 52 respondents participated in our survey: 18 producers, 12 
processors/distributors, 7 retailers, and 15 distributors and operators from the foodservice 
industry.   
 
Among the sample who answered the majority of questions, a broad range of sectors were 
represented, as outlined in the figure below.   
 
Figure 1-1: Business Interests, by Respondent Group 

 
Sample Size: Producer, 18; Processor/Distributor, 12; Retail, 7; Foodservice, 10 
 
There was an interesting split between producers and processors versus retail and foodservice 
operations. Generally, producers and processors work with fresh produce or meat, shown by 
the smaller percentages in the chart above. Respondents from retail and foodservice were 
more likely to be involved with a wider range of products, particularly foodservice operators.  
None of the retailers surveyed indicated that they have relationships with Ontario producers 
for poultry (due to supply management) and lamb.   
 
The  “other” product most commonly reported was pork. 
 
The complete analysis of the qualitative research forms Appendix D. 
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Phase 3:  Research Analysis 
 
Results from the first two phases of the research have been analyzed together to determine 
and understand: 

 The existence and nature of value chain initiatives between producers and agribusiness, 
 The relationships between factors influencing the formation and sustainability of value 

chains  and  their  relative  importance  on  producers’  management  decisions,  and   
 The extent to which current resources have been used by producers and agri-food 

businesses in developing value chain relationships.   
 
The analysis also compares the extent and type of resources currently delivered in Ontario with 
those delivered elsewhere in Canada and chosen international jurisdictions. 
 
Phase 4:  Development of AMI Strategy and Business Plan 
 
Based on insights provided by the first three phases of the project, the research team proposed 
a business plan for motivating and enabling the development of business relationships required 
to establish sustainable  value  chains  in  Ontario’s  agricultural  and agri-food industry. The 
proposed business plan will feed directly into AMI’s  strategic direction and proposed activities.   
 
Phase 5:  Final Report and Presentation 
 
This report synthesizes all the findings into a series of recommendations required for AMI to 
position itself as the leader in enabling the delivery of VCM resources and the development of 
an innovative, competitive and sustainable agricultural and agri-food industry. The research 
findings and subsequent recommendations were presented to the AMI Board on February 6, 
2013.  The slides presented form Appendix E. 
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2 Ontario Agriculture from a Value Chain Perspective  

2.1 Defining “Value Chain Management” 
It will be difficult for AMI to encourage and enable Ontario farmers to adopt value chain 
management (VCM) practices if they are unaware of the term or do not fully understand it. For 
that reason, defining VCM in a way that is meaningful to producers, input suppliers, and 
managers of agri-food businesses is a valuable exercise.   
 
Farms and other agri-food businesses do not operate in isolation. They each have suppliers 
from whom they source a product or service. They then seek to add value to that product or 
service prior to its sale to a customer or a final consumer at a price that exceeds its cost of 
production. Thus, a series of businesses, that together derive value from supplying products 
and services to target consumers, can be described as a value chain.  
 
VCM describes a strategic business approach where firms situated along a value chain choose 
to work together to improve the efficiency of operations within and between firms, and their 
effectiveness in creating value for the end consumer. As a result, they are able to attain greater 
levels of competitive advantage than otherwise possible. The techniques which businesses use 
to manage their own operations and influence the operations of others in the context of the 
chain to which they jointly belong include Lean and Six Sigma. As with other VCM techniques, 
these are a reiterating process that takes time, resources, and skills to apply (Gooch & 
Marenick, 2011). 
 
Too often companies base their actions on assumptions and do not understand or know what 
customers value. In adopting VCM approaches, producers and other members of the value 
chain need to identify what is required to create consumer-recognized value, what operations 
they currently perform that do not  create consumer-recognized value, and adapt current 
practices . This enables them to reduce the cost of producing what is not valued, or not valued 
beyond that of a commodity, and augment what is valued by target consumers.     
 
Furthermore, value chains operate at the business level, not the industry or sector level. VCM 
is, therefore, a strategic approach that can only be adopted through choice by individual 
businesses. The decision to enter and the ability to sustain a closely aligned chain depend on 
the attitude of the participants. The attitude of individuals also determines what they are able 
to achieve. Attempting to operate a value chain at a sector level would force the chain to 
accept participants who may be not be sufficiently motivated or capable. This would impair the 
value  chain’s  performance  and  profitability (Gooch & Marenick, 2011). 

2.2 Structure 
The concepts described in this section of the report were developed through an extensive 
review of academic literature and empirical studies, along with research completed by the 
Value Chain Management Centre. This ensured that the descriptions accurately represent the 
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structure and nature of value chains operating in the Canadian and international agri-food 
industry. 
  
There have been numerous attempts to differentiate between “value  chains”  and  “supply  
chains.” While such statements may make for an interesting theoretical exercise, in reality they 
are impractical. There is not one  “type” of value chain. Value chains come in various forms, 
each typified by a certain structure and set of characteristics (Dunne, 2003; Spekman et al., 
1998). Therefore,  while  the  terms  “value  chains”  and  “supply  chains”  can  be  a  useful  way  of  
communicating the philosophies that lie behind individual businesses’ approach to how they 
manage their operations, the terms are far too simplistic for analysing how, why and what it is 
about businesses that enable them to attain competitive advantage.  
 
As well, different elements of the same chain are often at different stages of development, in 
terms of the relationships that exist between the businesses and the extent to which they are 
able and/or willing to utilize their relationships for strategic advantage (Gooch et al., 2011; 
Beard, 2007; Collins, 2007).  
 
A more effective means is therefore required to quantify what it is about how a business 
operates in relation to its customers and suppliers (and why) that determines the commercial 
opportunities and challenges to which the business is exposed (Collins, 2011; Dunne, 2001; 
Spekman et al., 1998).   
 
Value chains operating in the international agri-food industry fall into structures that reflect a 
continuum spanning from traditional open (spot) market approaches, to businesses that are 
closely aligned to the point that they may jointly invest in infrastructure and resources (Dunne, 
2003; Spekman et al., 1998). As described below in Table 2-1, the four types of value chains 
that inhabit this continuum are referred to as fragmented, cooperative, coordinated, and 
collaborative2. While it is unlikely that a specific value chain will fit neatly into one of the four 
structures, the typologies provide a useful method of describing the nature of the relationships 
that exist between the involved businesses. The typologies also provide a means of assessing 
and comparing the relative nature, benefits, and challenges associated with each approach 
(Gooch & Marenick, 2011).  
 
A value  chain’s  structure  is  predominantly  an  outcome  of  the  leadership,  culture,  attitude, and 
management processes of the businesses and individuals that together comprise the chain.  
Combined, these factors create the enabling environment within which the businesses operate 
and the relationships that bond the businesses together. The potential benefits that stem 
directly from businesses operating as a closely aligned value chain versus a fragmented value 
chain are presented in Figure 2-1.   
 
  

                                                      
2 For simplicity, Figure 2-1 illustrates value chains that comprise only three links.   
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Table 2-1: Overview of Chain Structures 
A. Fragmented 
Companies primarily compete on a traditional 
trade footing, and benefits through the chain are 
limited at best. The majority of business is 
conducted as a series of short-term, one-off 
transactions. Price, volume, and quality are 
commonly paramount to business dealings. The 
primary onus of strategic decisions is on self-
preservation and sharing the bare minimum of 
transactional  information,  for  fear  a  company’s  
insights are used against it. Typically, the result 
is a fragmented chain comprised of businesses 
that share adversarial and distrusting 
relationships. These types of businesses often 
look to past experiences for solutions to current 
challenges, and have little opportunity to utilize 
the resources of other members of the value 
chain. As a result, they are limited in their ability 
to effectively and efficiently adapt to changing 
market demands.  

B. Cooperative 
One of the benefits of this approach is that 
companies possess a mutual understanding of 
how and why they can benefit from cooperating 
with one another over the medium term at an 
operational level, rather than undertaking 
specific short-term or one-off business deals. 
The attitudes and culture of the businesses 
involved  will  determine  whether  a  chain’s  
structure can develop into a more strategically 
aligned approach, where the partners can utilize 
one  another’s  capabilities  for  commercial  
advantage. Whether such an approach is 
feasible may also be determined by the 
environment in which the chain operates and in 
which it competes against other chains and 
businesses.  
 

C. Coordinated 
Companies with complementary attitudes, 
cultures, and leadership styles choose to 
coordinate their business arrangements over a 
short to medium timeframe. A more strategically 
aligned structure than the one exemplified 
above (B. Cooperative) causes at least part of 
the chain to think and act from a strategic (and 
not only operational or tactical) perspective. A 
strategic perspective arises from operating in an 
external environment that allows this type of 
approach to occur. Over time, the participants 
come to steadily acknowledge the benefits of 
conducting medium-term business deals with 
chosen suppliers and buyers, leading to 
increased levels of commitment and the 
development of more sophisticated value chain 
management capabilities.  

D. Collaborative 
Companies engage in longer-term strategic 
arrangements that involve collaboratively 
sharing resources and/or investing in the 
capabilities required to achieve mutually 
beneficial outcomes. Successfully adopting this 
type of model requires the involved businesses 
to possess compatible cultures, vision, and 
leadership. It also requires an external 
environment that is conducive to supporting and 
enabling such an approach. While the model can 
undoubtedly produce greater rewards than the 
three alternative models, it also generates 
increased risks, particularly for businesses that 
are still developing (as opposed to refining) their 
value chain management skills. 
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2.2.1 Benefits Associated with Chain Structure 
The figure below summarizes  the  extent  to  which  a  value  chain’s  structure  and  associated  
characteristics determine its ability to compete in ways that are difficult for competitors to 
replicate. It shows how the more that businesses align their strategies and operations, the more 
opportunities they have to set themselves apart from the wider industry. This comes from 
possessing the ability to learn and innovate directly in line with the demands of their target 
market.   
 
Figure 2-1: Characteristics and Benefits Associated with Each Value Chain Structure 

Fragmented Coordinated CollaborativeCooperative
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Extent of ability to quickly innovate in unique ways 

Ability to trace and make traceability systems a profit centre

Ability to deliver on target consumer wants/needs

Effectiveness and range of risk management options 

Value and breadth of benefits available to the involved businesses

Level of operational alignment that exists between the businesses

Level of strategic alignment that exists between the businesses

Likely existence of an acknowledged chain champion 

Extent of measures designed to prevent freeloading
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Further details on the factors that determine a value chain’s  competitiveness, and the benefits 
that its members derive from their participation—including organizational structure, strategic 
orientation, and business culture—are presented in the Literature Review that forms Appendix 
A.  
 
The review includes descriptions of how and why chosen Canadian and international value 
chain initiatives are structured. The descriptions include what and why focusing on satisfying 
consumers’  wants  and  needs,  and working collaboratively to add value through the chain, has 
mutually benefited all of the participants. Also referenced is how the initiatives have benefited 
participants financially by implementing processes that enable them to continually improve the 
efficiency of operations occurring along the entire value chain, from field to consumer.  
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3 Value Chain Initiatives Existing in Ontario 

Sections 3, 4 and 5 present findings from the qualitative and quantitative research. The 
research team was challenged to evaluate the extent to which Ontario producers and 
businesses purposely operate as part of a value chain, through having established constructive 
business relationships. Because many producers are not familiar with, or understand the 
meaning of, the  terms  “value  chain”  and  “value chain management,” the research focused on 
identifying factors associated with different forms of value chain relationships; not only 
whether  producers  considered  themselves  to  belong  to  a  “value  chain.” 
 
In the quantitative survey of 500 producers, 34% (169) indicated that they currently participate 
in an agri-food value chain. Of the 66% who are not currently involved in a value chain, only 6% 
have heard of the phrase “value chain” and claim to know a lot about it. As in the qualitative 
study, the results show that an individual’s familiarity (or not) with the term “value  chain” 
directly correlates with whether their business shares a close business relationship with 
customers or suppliers. The question this raises is which comes first: the development of closer 
value chain relationships, which leads to certain respondents being more familiar with the term 
“value  chain”;  or certain respondents seeking to establish closer relationships with customers 
and suppliers after learning about the “value  chain” concept and the benefits associated with 
value chain management?  
 
Figure 3-1: Incidence of Producers Who Describe Themselves as Belonging to a Value Chain 

 
n=500 
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Along with whether they participated in a value chain, all 500 respondents were also asked to 
identify their primary on-farm operations, their annual farm revenue, and level of education. 
The results presented below in Figure 3-2 show that constructive value chain relationships 
between producers and their customers or suppliers exist across the agriculture and are not 
limited to specific sectors. In many sectors, the percentage of respondents who deem 
themselves to belong to a value chain is fairly balanced. As identified in the literature review, 
the quantitative research also found that the strongest business relationships exist among 
producers possessing tertiary education and those operating larger farming operations.   
 
Figure 3-2: Main Farm Type, Gross Farm Sales, and Level of Education  

    
The 169 Ontario producers who stated that they participate in a value chain were asked to 
identify the sector(s) in which they operate. The results are presented in the left hand bar chart 
contained in Figure 3-3. The same producers were also asked to identify which of the crops or 
livestock that they produce and is marketed through a value chain relationship contributes the 
most revenue to their 2011 gross farm sales. These results are listed in the right hand bar. 
 
Corn followed by soybeans and winter wheat (29%, 21% and 16% of farmers respectively) is the 
most commonly cited crop marketed through a value chain relationship. Beef followed by lamb 
and hogs (15%, 12% and 11% respectively) is the most commonly cited livestock marketed 
through a value chain relationship. Of these six products, corn, beef and lamb contribute the 
most  to  respondents’  2001  gross  farm  receipts.  The  importance  of  soybeans  and  winter  wheat  
is less from a revenue perspective (8% and 1% of respondents respectively), even though it is 
the second and third most common product sold through a “value  chain” arrangement. Due to 
the overall nature of farming in Ontario, the incidence of fruit and vegetable production and its 
effect on gross farm revenue is less than the field crops and livestock mentioned above.     
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Figure 3-3: Crops and Livestock Considered Sold through Value Chain Relationships and 
Importance to 2011 Gross Farm Revenue 

 
 
Qualitative survey respondents were asked to define what they understood the term “value  
chain”  to mean. The producers in this part of the research were interviewed because they are 
(or have been) actively engaged in working with customers and/or suppliers to improve how 
the value chain in which they operate is managed. As expected, there was not one consistent 
answer among respondents, and to a large extent respondents were unable to provide a clear 
definition. However, some common themes were expressed. They included:  

 The importance of relationships,  
 Identifying ways to improve business (processes), 
 Creating and sharing value through the chain, and  
 Being market/consumer focused. 

 
Qualitative respondents were not asked if they are part of a value chain, but instead were 
asked to rate the strength of relationships shared with the majority of suppliers or customers, 
versus the relationships shared with those they consider their best suppliers or customers. The 
nature of relationships was gauged using a scale of 1-10, where 1 is a one-off transaction and 
10 is an on-going relationship.  The results are presented below in Figure 3-4. 
 
 
 



22 
 

Figure 3-4: Strength of Business Relationships 

 
 
The results show that most of the respondents prefer arrangements that are not one-off 
transactions. With an average for overall relationships pegged at 7.5, and the average for best 
relationships pegged at 8.9 out of 10, many respondents see distinct differences occurring in 
the nature and value of relationships occurring across those businesses with which they 
conduct business.  
 
An interesting insight is that foodservice respondents appear to have the closest relationships 
with suppliers overall, with relatively little difference existing between the majority of their 
suppliers and their leading suppliers. Reasons for this include that many relationships are in the 
protein sector, which requires the development of closer sophisticated relationships than often 
occurs in produce: especially when sourcing products suited to specific markets. Foodservice 
operators also commonly try to source through a small number of producers who aggregate 
products on their behalf, and they will cease working with producers that appear unable or 
unwilling to develop the type of business relationships that they seek. 
  
Another interesting insight is that few long-term relationships are formal or have clear 
contracts. As reflected in the descriptions below, relationships that were often rated among the 
highest and most important are often based on having established a common understanding. 
 
 That is what success is built on; repeat customers help to keep you in business. I demand to 

be able to form a relationship with my customer. If they aren’t  willing,  I  walk  away - it is as 
simple as that. There has been the odd one who  isn’t  interested,  so  then  I’m not interested in 
them.  I’ve  found  that  these  aren’t  worth  it  because  (1)  they  won’t  be  a  customer  long, and 
(2) they are the ones that don’t  pay. (Producer) 
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 Ten is what you strive for. I'm a category manager. The ON season only goes certain months, 
so we developed programs for managing imports for our customers too. This allows us to 
manage our own program, not chase someone  else’s.  Ideally, you want 12-months’ 
business, to control and manage locally, as well as  imports…and  the  transitions.  These are 
all important to the retailer. [Then] you are the “one” call. (Producer) 

 Our aim is to be so important to our customers that it keeps them honest, as losing us would 
hurt their business. There are some downsides, such as not always being paid top dollar for 
produce; as always some level of pooling prices or costs. (Producer) 

 We have very few contracts; it’s  almost  all  relationships.  We seldom sign up [suppliers] each 
year.  If  they  aren’t  happy,  they  just  go  elsewhere. (Processor) 

 We use a group of local vendors that have worked with us for years. If new ones are added, 
it's because  they  have  met  our  standards…If a new vendor doesn't work out, we don't stick 
with them. (Retail) 

 The majority of business is long term; not formal agreement or contracts. (Foodservice) 

 For one-off transactions (e.g., turkeys for December/Christmas events), we deal direct with 
farmers. For contract year-round or seasonal items, our distributors hold the relationships. 
(Foodservice) 

To understand business structures, the qualitative survey respondents were asked to describe 
their relationships with customers/farmers. The four descriptions they could choose from were 
developed from the literature review (Appendix A). 

A. Price, volume, and quality are the primary drivers. We rarely share additional information. 
[FRAGMENTED] 

B. Business is more than a series of transactions. When possible, we seek to cooperate 
with farmers at an operational level. [COOPERATIVE] 

C. We seek to coordinate our business arrangements from a strategic perspective. We 
achieve this by choosing partners who possess complementary attitudes, cultures, and 
management capabilities. [COORDINATED] 

D. We engage in developing strategic arrangements that involve collaboratively sharing 
resources and/or jointly investing in capabilities that enable us to achieve mutually 
beneficial outcomes. [COLLABORATIVE] 

Findings by value chain role are described below in Figure 3-5.   
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Figure 3-5: Description of Business Relationships, by Value Chain Role 

 
Sample size: Producer, 18; Processor/Distributor, 11; Retail, 7; Foodservice, 9. 
 
The majority of producers and processors/distributors described the business relationships as C 
[Coordinated]. Retailers indicated that business relationships vary across all four of the 
descriptions, with D [Collaborative] being the least common. Foodservice businesses were most 
likely to describe their business dealings with farmers as B. None of the foodservice 
respondents chose D.   
 
Although respondents tended to pick one business description, their comments indicated that 
many of their business arrangements are not defined by just one model. This is consistent with 
findings reported in the literature review. Reasons for differences include seasonality, the size 
of the farm, and scope of the business. One downstream stakeholder commented that Pareto’s  
law applied; he gets 80% of his products from the top 20% of his suppliers (farmers), because 
these top partners are able and willing to supply his needs.   
 
Eighty-six percent of the retailers indicated that their business relationships vary across all four 
of the descriptions provided. This compares to just 36% of processors and 22% of producers.  
The vast majority of producers (78%) said that all of their business follows one 
model/description: C.   
 
The fact that the producers’ answers do not match with the downstream players shows that the 
producers who were selected to be interviewed commented from the standpoint of having 
purposely established relationships with chosen customers. Downstream businesses generally 
consider them to be among the top tier of their peers, and do not necessarily reflect the 
industry at large. 
 
Respondents were also asked if they associate any of the four models with a specific 
agricultural sector. Overall, the majority of respondents indicated that they do (69% producers, 
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100% processors/ distributors, 58% retail, 70% foodservice). Comments of those who answered 
“no” include: 

 It’s  about  the  people,  not  the  sector. (Producer) 
 It's how producers manage their farms, not the sector in which they operate. (Retailer) 

3.1 Businesses with Whom Producers Have Established Closer Relationships 
As in the qualitative study, the quantitative study used a series of questions to determine the 
extent to which producers have established the four types of value chain relationships 
identified in the literature review, and with whom. This was achieved by asking producers to 
rate on a scale of 10 (with  “1”  being  “strongly  disagree”  and  “10”  being  “strongly  agree”), 
factors that have determined the types of relationship they have with a customer, including 
whether the customer: 

 “provides you with timely and valuable feedback on performance that you can use to 
improve your operations”   

 “encourages you to offer suggestions on how they can improve their business and/or 
products?”  and   

 “is  committed to a long-term  working  relationship  with  your  business”.     
 
Presented below in Figure 3-6, the results show that the most common type of value chain 
relationship among farmers who consider themselves part of a value chain is cooperative. This 
implies that they are limited in the extent to which they strategically manage their businesses in 
relation to customers and suppliers. The most common relationship between producers is 
cooperative. The businesses with whom most of the producers had established closer business 
relationships are their immediate customers: processors and distributors. 
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Figure 3-6: Types of Relationships Established with Other Businesses 

 
 
As identified in the literature review, the least likely type of relationships that producers have 
established with other business is collaborative. The findings also show that, while none of the 
producers surveyed had established collaborative relationships with retailers, many retail/ 
producer relationships had developed to a reasonable level of sophistication. Further analysis 
showed that it was fruit and vegetable producers who had mostly established coordinated 
business relationships with retailers.      
 
The quantitative research also asked producers to name the businesses with which they have 
purposely established value chain relationships. The results are presented below in the word 
map that forms Figure 3-7. The larger the font size, the more frequently the business was 
named in the research. That many of these same businesses participated in the qualitative 
research provided an added perspective on the factors that led to the development of these 
relationships, whether respondents benefit from their participation, and the factors associated 
with their success in relation to the wider industry.   
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Figure 3-7: Businesses Named and Value Chain Partners 

 
The next section of the report describes how top performing farmers differ from the majority of 
their peers. Interestingly, as described at various points throughout the section, the sector in 
which they operate is considered to be one of the least important differentiators. Significantly 
more likely to differentiate leading producers from their peers is marketing knowledge or 
experience, along with attitude. 

3.2 Factors Determining the Nature of Producer/Customer Relationships 

3.2.1 Relationship Satisfaction 
A key factor cited in the literature review and among respondents as a benefit of working as a 
part of a closely aligned value chain is that partners know, understand, and are able to fulfill the 
needs of each other. As presented below in Figure 3-8, a considerable need exists to improve 
many producers’  ability to better serve  their  customers’  needs. 
 
Respondents  were  asked  how  well  farmers/customers  understand  “your”  needs  (in general 
terms) relating to product and service. Across the board, the marks were low. On a scale of 1-
10, with 1 being poor and 10 being excellent, the average rating for product was 5.4. The 
average rating for service was 5.5. Interestingly, farmers (all of whom had worked in closely 
aligned value chains) ranked farmers’  understanding  of  customers’  needs  the worst. 
Foodservice respondents stated that farmers generally did not understand their service 
requirements, because they incorrectly assumed that they were similar to the needs of 
retailers.   
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Figure 3-8: How well do farmers generally understand customers’  needs in terms of product 
and service (1-10 scale)? 

 
 
Respondents’  comments showed that it is not  just  a  lack  of  understanding  that  impairs  farmers’  
ability to  serve  their  customers’  needs; it can simply be due to not having sufficient cause to 
care.  As  well,  those  producers  who  are  perceived  to  understand  their  customers’  needs  the  
most is an outcome of downstream businesses having actively reached out to interested 
businesses. As will be seen later, this process of downstream businesses reaching out to 
enhance interested producers’ skills and capabilities has benefited customers and producers 
alike.  
   
 Farmers  often  understand  their  customers’  needs  better  than  customers  may  realize.  The  

challenge comes from many producers not being able or motivated to deliver. (Producer) 

 Farmers have to know [what is required] or they can't supply the major customers. For 
example, they have to deliver the volume promised; delivered on-time. If not, you are 
penalized. (Producer)  

 I have seen an improvement in pork. Perhaps as a result of unity in crisis, economic stress 
due to the dollar appreciation, drought, country of origin labelling, H1N1, grain prices. Now 
there is a more profound appreciation of the importance of the relationships. If processors 
shut down, it has a profound effect on producers. (Processor) 

 It used to be a lot less [lower score]. We have spent a lot of time educating producers on 
retailers' requirements and what we need to achieve. (Processor) 

 Producers don't realize the trouble and costs caused by poor quality product and service. 
(Processor) 
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 Agriculture and processing is primarily a “push”  system, focused on volume and cost. 
(Retailer) 

 I’ve  witnessed  a  drastic  change  in  producers'  attitudes  and  levels  of  knowledge over the last 
three to four years. Once they've experienced what we are able to achieve together, they are 
totally on board. It is getting them to take that first step that can be challenging. (Retailer) 

 The longer vendors work with us, the better they get, because they get used to the 
standards required. There can always be improvement made on communication. The 
grower-vendors are better on service standards than product standards because product 
standards can be out of their hands. (Retailer) 

 
Respondents from foodservice indicated that many producers do not understand how to 
service their requirements. This appears to be because protein value chains supplying the 
foodservice sector tend to focus on customizing products, versus  supplying  more  “standard”  
commodity items. Producing customized products relies on establishing more sophisticated 
relationships than commonly required to supply retailers. 
 

 Farmers may understand restaurants, but they don't understand institutional foodservice. 
For example, the need for consistent sizing. (Foodservice) 

 In many cases, Ontario farmers simply want us to buy their products on their terms. They are 
one-way thinkers. We need to be able to buy what we want, when we want it, in the format 
we want. Farmers don't always get this. (Foodservice) 

 

The results presented below in Figure 3-9 are taken from the qualitative survey. The question 
asked  was:  “Using a scale of 1 to 10 (1 very weak, 10 very strong), please rank the strength of 
your overall business relationships with farmers/customers, versus the relationships you have 
established with your best farmers/customers.”  The findings illustrate that the strongest 
business relationships tend to exist between vegetable and fruit farmers and their customers, 
followed by  “other.” Included in “other” are pork, wheat and soybeans. Beef is said to exhibit 
the weakest relationships, due to the arbitrage power exerted by processors.   
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Figure 3-9: Relationships Overall vs. Best Relationships, by Sector 

 
 
The results align with another area of questioning.  When respondents were asked if certain 
business models (i.e., fragmented, cooperative, etc.) typify specific sectors, meat was most 
commonly described in terms of A, the fragmented model. One processor qualified his 
statement, “Beef is one of the least connected, even though it should be the most, given the 
length of time it takes to produce animals and benefit from on-farm management decisions.” 
This confirms findings from the literature review that the length and complexity of a value chain 
directly correlate to the connectivity that exists between the participants. While this was stated 
as particularly being the case in beef and poultry, due to the power imbalances that exist 
between the businesses that operate along the value chain, similar sentiments were voiced 
about other sectors too; a case  in  point  being  how  millers  “ingrained  attitudes”  hampered  
innovative thinking and behaviour occurring in the wheat industry.  

 Poultry is supply managed so we don't directly deal with producers. (Processor) 

 It is very difficult for a retailer of our size to develop close relationships with processors. 
(Retailer) 

 
In sectors where the route to market is longer than fresh fruit or vegetables, fewer interactions 
tend to occur between producers, their customers, and the final consumer. This makes it more 
difficult for producers to readily identify with the end product(s) being consumed or how they 
can influence downstream elements of the value chain. A producer (or a producer 
representative), who interacts regularly with a retailer, is likely to feel more connected and 
therefore motivated to establish a constructive relationship with their customer, and learn 
about how they can benefit from positively influencing consumer choice, than a producer who 
leaves his crop at an elevator. 



31 
 

Industry structure was also considered to be a barrier to developing strong relationships. One 
processor described his relationship with chicken as an A: “Due to supply management, there is 
limited supply, difficult relationships, and pricing [based on] collective negotiation. This 
[relationship] is dysfunctional, not a normal commercial relationship, not strategic, nor 
collaborative or customer focused.” As reflected in his statement, the respondent believes that 
operating within a supply managed sector limits  businesses’  ability  to  reduce  costs  or  capture  
value by innovating in direct relation to customer and consumer demands.   
 
Others commented that they have different perceptions depending on the type of meat.  
Several pork and lamb initiatives were described as being more similar to a B or C rather than A.  
Factors that differentiate managers of these initiatives include their positive attitude of service 
suggested by their willingness to learn and/or adapt.  
 
Interestingly, foodservice providers had a different perception to Ontario protein producers 
than the other value chain stakeholders. Several commented that the relationships with 
protein/meat suppliers was more like C [Coordinated] and vegetables are more like B 
[Cooperative]. 
 
 We thought using local produce would be an easy win, but it has been challenging due to 

seasonality. 

 The produce business is commodity driven. We don't want 40 farmers to deal with. Food 
safety and traceability is critical, so a few consolidators is better. 

 
The quantitative research asked producers, who indicated they have a strategic alliance or 
partnership with another stakeholder, how satisfied they are with the relationship and why. 
The chart contained in Figure 3-10 indicates that, for the most part, the majority of producers 
are mostly satisfied or completely satisfied with their value chain partnerships.  
 
However, distinct differences exist in the extent to which producers are satisfied with the 
relationships that they have established with other members of the value chain. Important 
findings include: 

 Producers are most satisfied with the relationships that they have established with 
other producers. 

 The customers with whom producers believe the greatest opportunity exists to improve 
upon current relationships are retailers. 

 The second most significant opportunity to improve upon current relationships is with 
ethanol plants. 

 The majority of producers who have established relationships with the foodservice 
sector are generally satisfied though see room for improvement.   
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Figure 3-10: Producer Satisfaction with Working Relationships with Value Chain Members 

 
 
The  report  now  moves  to  describing  why  differences  exist  in  producers’  satisfaction  with  the  
relationships that they have established with their customers, and how this, along with other 
factors, influences the sustainability of value chain relationships.  

3.3 Factors Influencing the Sustainability of Value Chain Relationships  

3.3.1 Requirements of Effective VCM 
The more aligned a chain is, the less influence external forces will have on the way it operates 
and the factors from which it derives its competitive strength; and the more it will reflect the 
seven principles which Collins, Dunne and  O’Keeffe  (2002) determined as the requirements of 
effective value chain management.  
 
It is this combination of factors that provide value chains and the involved businesses with 
competitive strengths that are difficult, if not impossible, for competitors to replicate. The 
seven principles that reflect effective VCM are:  

1. Share a clear vision and common goals,  
2. Possess capabilities to create value,  
3. Have a culture that supports cooperation and learning,  

30% 

26% 

17% 

17% 

10% 

6% 

5% 

56% 

41% 

65% 

77% 

90% 

89% 

77% 

3% 

5% 

13% 

6% 

14% 

4% 

27% 

3% 

1% 

2% 

1% 

5% 

5% 

Other farmer
(n=44)

Retailer
(n=25)

Processor
(n=77)

Distributor
(n=7)

Restaurant
(n=9)

Food service
company…

Ethanol plant
(n=14)

Completely satisfied
Mostly satisfied, but there is some room for improvement
Neither satisfied nor dissatisfied
Mostly dissatisfied, and there is a lot of room for improvement
Completely dissatisfied



33 
 

4. Have compatible partners , 
5. Proactively manage the relationship , 
6. Regularly evaluate and report, and  
7. Continually adjust to changing circumstances. 

 
When a value chain fails to reach its potential, the cause is most typically because the partners 
did not ensure the chains’ structure and management processes reflected their target 
consumers’ perceptions of value. A failed chain may also have neglected to apply the same 
consistent strategy with all of its value chain partners. As identified by certain researchers 
(Gooch, Felfel & LaPlain, 2011; Bonney, 2012), this unbalanced treatment prevents the chain 
from working together to reduce operating costs (as opposed to “low  cost”), and can prevent 
the chain from increasing its revenue growth through continual improvement in product and 
process (as opposed to partners increasing their own revenue by making their own products 
distinct in one-off “hits”). Unbalanced  treatment  also  decreases  the  chain’s  ability  to  efficiently  
utilize working capital—versus fixed capital efficiency (Christopher & Ryals, 1999).  

3.3.2 Examples of Best Practice in Ontario 
In the qualitative survey, almost all the respondents were willing to share information about a 
good relationship they have with a customer/farmer (94% of producers, 80% 
processors/distributors, 100% retailers, 90% of food service respondents). 
 
Most of the relationships were developed over a considerable period of time (historical) or 
were established as an extension of a personal relationship, such as sitting on the same board 
or an introduction from a family member. It was rare for producers to reach out and develop 
business via cold calling.   
 
Although the majority of respondents  indicated  that  there  is  a  clear  relationship  “leader”  (100%  
of processors/distributors and retailers, 91% producers, and 55% of food service), further 
probing led to the conclusion that the ongoing management is more likely to be a shared 
responsibility between partners. All respondents discussed the importance for regular and 
informal communications as well as more formal reporting based on quality standards and 
business metrics. Retailers were the most likely to discuss the more formal reporting than other 
groups. 

Retailers and foodservice respondents did not explicitly outline their roles or responsibilities.  
Some clear roles were expressed by producers and processors/distributors. These include 
developing sales and marketing, finding sales outlets, funding projects, and establishing and 
maintaining standards. 
 
A key element to the success of the examples provided was that the partners were said to share 
common vision and goals. This was common to producers, processors/distributors, and 
retailers. Some producers also indicated that they genuinely share common goals with 
downstream partners. 
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 Yes, we share common goals, though not specifically the same – complementary. (Producer) 

 Yes, sometimes. Generally, no. They work for their company and want to be seen as doing 
their job well. If I help that cause, the relationship works. (Producer) 

 
Most also indicated that their initiative is successful because partners are market focused. Only 
about half of those from foodservice agreed that they share goals with the Ontario farmers 
with whom they work. 
 
The capabilities that create value include having a positive attitude (i.e., commitment, willing to 
learn/try new things, attention to detail) and a focus on quality. Retailers also spoke of 
“targets” and “accountability”  when  they  discussed key capabilities. Finding the “right partner” 
is considered to be critical to enabling a culture of cooperation and learning, and was found to 
mean similar things to each of the value chain stakeholders. Phrases used to describe 
compatibility include mutual respect, similar values, open and regular communication, liking 
one another, being able to do the job, and being focused on the end consumer.    
 
 There is no direct cut-off personal in business. Business is personal. Need to be careful when 

build relationships. People really like it. You are human as well. Not just another supplier on 
the list. (Producer) 

 Direct dealings with farmers are increasing – [it’s  a]  question of finding the right farmer. 
(Foodservice) 

 
The quantitative research identified how those producers who view themselves to be part of an 
aligned value chain say they are benefiting from having established closer relationship with 
customers and suppliers. Using a 10 point scale with “1” being “strongly  disagree” and “10” 
being “strongly  agree,” they were asked to identify to what extent they agree or disagree with 
the following statements, regarding the working relationship they have with the customers and 
suppliers with whom they have engaged in a value chain partnership. The results are shown 
below in Figure 3-11. 
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Figure 3-11: Value Chain Characteristics – Mean Scores 

 

3.4 Incentives for Farmers to Join Closely Aligned Value Chains 
The literature review identified that the primary incentive for businesses to join a closely 
aligned value chain is it enables them to adapt to a changing business environment more 
effectively than if operating as separate organizations, leading to increased profitability (EFFP, 
2005; Jones, 2012; Morgan, 2007; Senge, Dow & Neath, 2006; Tanner, 2012). The ability to 
learn and adapt stems directly from producers and managers of agri-food businesses possessing 
accurate and timely information on which to make informed management decisions, execute 
change, then accurately monitor performance in relation to customer and consumer demands 
(Cowan, 2007; Diederen, 2004; Morgan, 2007; Mowat and Collins, 2000; Tanner, 2012 and 
Simons and Zokaei, 2005). In doing so, businesses acquire the ability to reduce costs while often 
simultaneously increasing revenues, and achieve greater long-term competitiveness than 
competitors who have not adopted a VCM approach to business (Barrat, 2004b; Dunne, 2008; 
Fearne, 1998; Jones, 2012; Morgan, 2007; Palmer & Morris, 1994).  
 
In the qualitative surveys, respondents were asked to describe benefits that have been 
achieved with the customers/farmers with whom they share the closest, constructive 
relationships. As presented below in Figure 3-12, the most commonly cited benefits include 
better  common  understanding  of  each  other’s  needs,  increased  revenue,  greater  focus  on  
market opportunities, and increased efficiencies/cost savings. As indicated in the chart, there 
are some variations by value chain position, especially among foodservice respondents.   
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Figure 3-12: Benefits from Working within Constructive Relationships, by Value Chain Role 
and Overall Average 

 
Sample size: Producer, 18; Processor/Distributor, 11; Retail, 7; Foodservice, 9. 
 
Further insights into the benefits achieved by having established strategic relationships with 
other  members  of  the  value  chain  are  provided  by  respondents’ comments, which include: 
 
 Faster payment, through having fewer issues that might otherwise delay payment. Ability to 

sell fruit that could be out of spec due to weather issues, through working together to 
develop new market opportunities. (Producer) 

 Have greater respect for one another's problems. The insights and capabilities that come 
from this lead to each other having the ability and motivation to continually adapt to each 
other's needs. It also enables us to move product when there is a “flush,” often without 
having to discount the price. (Producer) 

 We are able to establish set programs with our producers that mirror market demands, 
which enables us both to reduce costs and grow revenue by expanding the market. (Retailer)  

 If you are considered a top level supplier, you can get meetings when you are prepared, not 
have to wait until they can be bothered to see you. The retailer needs to trust you. 
(Producer) 

 Over the last five to six years, we have received a better price than if selling at the open 
market. That wasn't true in the first five years. (Producer) 
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 Through regular communications and continuous updates (grading, price paid, scorecard) 
there is a greater focus on end product. Typically our shareholders don't look at the 
(commodity) price; they look at their price and their scorecard. (Processor) 

 We have become educated more about what farmers go through to get a product to 
market, and the farmers have become more aware of our needs. This has led to some better 
results in terms of getting product to market more efficiently and quicker. (Foodservice) 

 Working with local farmers has driven revenues up for them, helped us and them better 
understand each other's business, created media coverage, and supported the growing 
interest in local. (Foodservice) 

 By communicating our demand levels, the producer has a guaranteed market and, 
therefore, is in a better position to plan his growing. Working with local farmers has enabled 
us to tell their story so that we are in keeping with the demand for local food in institutions. 
(Foodservice) 

3.5 Ability to learn 
The opportunity to learn, leading to the acquisition of new skills and increasingly-sophisticated 
problem solving capabilities, was identified in the literature review as a distinct benefit that 
producers can acquire from establishing closer relationships with other members of the value 
chain. The quantitative study asked producers to identify what they had learned from 
establishing closer value chain relationships. The results are presented below in Figure 3-13. 
 
Figure 3-13: Skills and Knowledge Learned Through Establishing Business Relationships 
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Figure 3-13 shows that the 40% of producers who have established closer value chain 
relationships have benefited from the experience through learning—leading to the 
development of new skills and capabilities. Just 4% of producers stated that that believed that 
they had not learned anything. Further analysis identified that it is producers that have 
established coordinated or collaborative relationships that are most likely to have learned from 
working with other members of the value chains and used that learning to achieve outcomes 
that would not otherwise be possible. This supports findings identified in both the literature 
review and the qualitative study. 

3.6 Motivation to Establish Closer Relationships 
In  the  quantitative  survey,  producers  were  asked,  “Using a 10 point scale with '10' being 'to a 
great extent' and '1' being 'not at all', to what extent are the following goals and objectives 
important in driving/prompting your farm operation to participate in an agri-food value chain?” 
As can be seen in Figure 3-14 shown below, the abilities to increase profitability and return on 
investment were the primary factors that motivated producers to establish closer value chain 
relationships. 
 
Figure 3-14: Motivation to Establish Closer Business Relationships 

 
n=155 
 
When asked the extent to which they had benefited from forming value chain relationships 
with customer(s) or supplier(s), 99% of the 155 producer respondents stated that it had 
enabled them to achieve at least some of the goals that initially motivated them to form the 
relationship. One percent of respondents were unsure about whether they had been able to 
achieve at least some of the goals that had led them to forming closer businesses relationships. 
None of the respondents stated that they had definitely not achieved any of their goals.  
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Figure 3-15: To What Extent Have You Achieved Your Goals and Objectives for Participating in 
an Agri-food Value Chain? 

 

 
n=155 
 
The same producers were asked to identify which of the goals had led them to form closer 
business relationships. As shown in Figure 3-16 below, among the 155 respondents, “improved 
profitability” and  “expand  operations” were the most commonly cited goals not being achieved.  
 
Figure 3-16: Which of Your Objectives or Goals Are Not Being Achieved? 

 

 
n=155 
 
Further analysis of the results showed that those producers who had established coordinated 
or collaborative relationships with other members of the value chain were statistically more 
likely  to  have  achieved  outcomes  that  had  improved  the  farm’s  financial  performance.  This 
confirms findings identified in the literature review and the qualitative study that the stronger 
the relationship that exists between businesses, the more likely it is that producers will benefit 
from purposely participating in a value chain.  
 



40 
 

When asked what skills they would need to acquire to better achieve their desired goals, the 
most  common  response  was  “don’t  know,  not  sure.” This, along with the large number of 
suggestions versus clearly defined factors, strengthens the hypothesis that being unsure about 
the topic of value chains leads many producers to not know how best to achieve their goals. 
They know what they want to achieve, though are not sure how.  
 
While the identified needs overlap, the areas of improvement fall into two broad categories: 
internal capabilities, and external influences or enablers. The capabilities most commonly cited 
by producers as those required to better achieve the goals that had motivated them to 
establish closer business relationships directly reflect those identified in the literature review, 
namely  “sales  and  marketing.”  Next  most  common  was  “education/awareness”.  It  could  be  
expected that this would enable producers to better communicate with other business, leading 
to the development of new more sophisticated management skills and business practices. 
External influences  and  enablers  included  “more government  support”,  “new  /  modern  
technology”  and  “better  prices/lower  cost  production.”  The full array* of needs and 
externalities is presented below in Figure 3-17. 
 
Figure 3-17: Key Areas of Improvement to Achieve Goals 

 
n=144 (*Responses under 3% not shown) 
 
The findings show that producers are aware of the need to acquire new skills and capabilities, 
so that they can fully benefit from establishing closer relationships with businesses operating 
along the value chain. The next section of the report explores why more producers have not 
sought to acquire new skills, or establish closer relationships with other businesses.
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4 Barriers to Establishing Closer Value Chain Relationships 

The literature review identified that closely aligned value chains are forming more slowly in 
agri-food than other industries. This is particularly the case compared to IT, automotive, 
pharmaceutical, and aerospace (Cottrill, 2005; Cottrill, 2006a; Cottrill, 2006b; Fearne, 2007).   
 
A key reason why the agri-food industry has been slower to adopt value chain management 
(VCM) approaches than other industries is said to stem from the agriculture and agri-food 
industry not exhibiting a learning culture. The lack of a learning culture is said to be particularly 
acute among farmers and customers with whom they immediately interact, such as primary 
processors, elevators, and marketers. Yet the adoption of VCM as a business strategy relies on a 
fundamental  change  occurring  in  individuals’  attitude and behaviour, particularly in how they 
view other businesses and the extent to which they seek to acquire skills not traditionally 
associated with production agriculture.  
 
Lacking the desire to learn skills not traditionally associated with agriculture leads to farmers 
remaining staunchly independent (Palmer, 1996; Taylor, 2006), retaining increasingly outdated 
business practices (Boehlje, 1999; Curry, 2002; EFFP, 2003), and fearing change (Fearne, 2007; 
Johnson, 2007; Tamilia and Charlebois, 2007). It also leads to an inability for farmers and other 
members of the value chain to communicate effectively, empathize with  each  other’s  situation, 
and develop then implement innovative business practices (Johnson, 2007; Marston, 2007; 
Morgan, 2007; Senge, Dow & Neath, 2006).    
 
The general distrust that continues to emanate between buyers and sellers due to this lack of a 
learning culture (EFFP, 2004; Fearne, 1998) also leads to managers from the agri-food industry 
not possessing the mindsets required to motivate them to develop the skills required to create 
business cultures that are open to sharing and acting collaboratively upon strategically and 
operationally important information (Boehlje, Hofing & Schroeder, 1999; EFFP, 2004; EFFP, 
2005; Johnson, 2007). The rate of VCM adoption has also been negatively impacted by 
government and institutional policies that have lessened the influence which market forces 
would otherwise have on determining industry structure (Curry, 2002; EFFP, 2003; Hart, 2005; 
Oram, 2008; Tamilia and Charlebois, 2007).  
 
Based on the findings from the literature review, the quantitative and qualitative research 
asked respondents what they believed are the primary barriers to the development of close 
business relationships between farmers and other members of the value chain. The research 
also asked the respondent to identify to what extent these barriers influenced how much they 
could benefit from establishing constructive relationships. Factors identified in the literature 
review include attitudes unsuited to establishing and maintaining effective relationships, value 
chain or industry structure, inappropriate (or lack of) skills, and wider environmental issues 
such as government policies, legislation, or regulation. Collins (2012) is among the researchers 
who refer to these factors as the enablers of effective VCM, because the lack of their existence 
directly affects managers’  desire  and  ability  to  establish  closer  relationships. 
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Figure 4-1 below indicates what those producers, who participated in the quantitative research 
and stated that they are actively participating in a value chain relationship, believe to be the 
primary barriers and threats discouraging or preventing the establishment of closer business 
relationships, and the benefiting from such. Asked as an open-ended question, the most 
common belief among respondents is that government regulations and support (from public 
and political perspectives) discourage or prevent the establishment of closer relationships. This 
was followed by competition in domestic and international markets, weather, and trade 
barriers. For the most part, these responses appear to be transactional factors rather than 
underlying determinants of behaviour, such as attitude. 
 
Figure 4-1: Barriers or Threats to Achieving Their Goals 

 
n=144 
 
The qualitative surveys provided the opportunity to explore what producers and customers 
believe are discouraging or preventing the development of closer business relationships in 
more detail, from the perspective of observable factors and less tangible underlying causes. The 
results are presented below in Figure 4-2. While some differences exist between respondent 
groups, attitudes are considered to be the most significant overall barrier to change. This 
supports  findings  from  the  literature  review.  That  individuals’  attitude  are  shaped  by  education  
and personal experience helps explain why the quantitative survey found that producers 
possessing college and university education and managing larger farming operations were more 
likely to be actively participating in value chain relationships.  
 
For retailers, the most significant barrier relates to industry structure, including marketing 
boards, industry consolidation, farms lacking economies of scale, the impact of legislation, and 
regulations on supplier behaviour, etc.  Structure was also critically important to 91% of the 
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processors/distributors who answered this question. Many downstream businesses also 
commented that many farmers lack the skills and experience required to understand the 
market and fulfill customer needs. For retailers and foodservice, the primary issue is therefore 
not the existence of government related factors, such as policies and regulations per se; it is the 
influence that they have on industry structure and operations, through shaping the attitudes 
and behaviour of producers and other members of industry. Processors and distributors were 
more concerned than other respondent groups about how the lack of necessary skills and wider 
environmental factors are negatively affecting the existence of closer value chain relationships.   
 
Figure 4-2: What Factors Have Limited the Development of Close Business Relationships 
between Farmers and Their Customers? 

 
Sample size: Producer, 18; Processor/Distributor, 11; Retail, 7; Foodservice, 10. 
 
 
The following comments were gathered during the qualitative research. They illustrate the 
extent to which issues identified in Figure 4-2 are viewed as influencing the competitiveness 
and  profitability  of  Ontario’s  agri-food industry and opportunities, and why. Many of the 
themes overlap and reinforce each other. 

4.1 Attitudes  

Adversarial Nature of the Industry 

 Farmers generally assume that someone is ripping them off: the processor or retailer. At the 
retailer level, there is such a huge lack of understanding about challenges facing processors 
and producers. (Processor) 
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 Processors have farmers over a barrel. The large ones especially are able to manipulate 
supply while paying farmers less; and there are market opportunities that cannot be fully 
capitalized  upon  because  of  processors’  behaviour. (Retailer)  

 I think there is a lack of understanding on the part of foodservice operators of the growing 
sophistication of some farmers. Foodservice operators perceive farmers to be in the dark, 
and farmers see foodservice operators as city slickers and not trustworthy. Some companies 
are rebate focused; others do not focus on rebates. (Foodservice) 

 Consistent growing practices, food safety and traceability are critical, and the attitude must 
be that they are committed to these. Some farmers fear big business and are uncertain on 
how to deal with us. (Foodservice) 

Lack of Motivation/Fear 

 What I'm scared of - is where I go. If I don't go, things don't change for me. If it makes me 
real uncomfortable, then it makes me think about the opportunity more. (Producer) 

 Processors are the primary chokepoint, followed by retailers. The attitude of most processors 
leads to them still being stuck in the commodity game. Many of their customers want 
different products, though processors push back as don't want to change. (Producer) 

 [There is a] lack of producers who are interested in producing a better product. Simply 
focused on price and profit, as primarily think about efficiencies and not effectiveness. Don't 
focus on identifying the root cause of their issues. (Processor) 

 They [farmers] can do it; they  just  don’t  apply  themselves  to  it.  We  try  to  lead  them  rather  
than rely on them. (Foodservice) 

 Industry organizations don't interact with each other, so their members don't interact either. 
This leads to the continuation of poor relationships and a lack of trust between producers 
and processors, (Processor) 

 Prices are among the lowest than anywhere else in North America. Input costs keep rising, 
but  retailers  don’t want to pay the same prices. Retailers pushed farmers out; they don't 
understand what it costs to grow. (Processor) 

4.2 Incidence of Value Chain Participants, By Management Style 
The influence  of  producers’  attitude on determining their likelihood to purposely establish 
closer business relationships with customers and suppliers was further emphasized by Ipsos 
segmenting the results of this study with factors found to typify progressive producers versus 
less progressive peers. This was achieved by tabulating the results of this study with that from 
prior AMI research that segmented producers by management style. As shown below in Figure 
4-3,  a  direct  correlation  exists  between  producers’  management style and whether they have 
established closer value chain relationships with customers and suppliers. These findings 
confirm that, as identified by the literature review and qualitative study, the purposeful 
development of closer business relationships is common practice among progressive producers. 
The findings also confirm that this and other management approaches associated with 
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“Developers”  and  “Planners”  commonly  lead  to  such  producers  being  more  profitable  than 
their less progressive peers.   
 
Figure 4-3: Producers Participating in Value Chains, Segmented By Management Style  

   
 
As identified in the literature review, the results confirm that the producers most likely to 
establish close business relationships are self-directed learners who seek to improve the 
performance of their farms by adopting none traditional approaches to business.   
 
The next three sections (4.3, 4.4, and 4.5) are comments captured during the qualitative 
research. They illustrate what it is and why respondents believe that structure, skills, and the 
wider environment are preventing (or at least discouraging) the development of closer business 
relationship between producers and other members of the value chain.  

4.3 Structure 

Industry Consolidation (including lack of in agriculture) 

 Economies of scale are the primary enabler or barrier. Doesn't matter what skills you have if 
don't have sufficient scale. Farmers who don't have economies of scale expect customers to 
take entire crop, which means that they have lower levels of pack-out [and higher costs] as 
not everything will meet their needs. (Producer) 

 Senior retail executives came to my farm to show their commitment to buy from me. They 
know that I stand by my word and wanted to show their support when I was looking at 
purchasing another farm to expand my production. (Producer) 
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 You need a critical mass product. I had to raise more than I was selling or could sell, but I 
needed to sell every week so I had to take a chance–had to have the volume there in case it 
sold. Sold some at a beating  because  you’re  still  developing  your  market.  If  you’re  serious, 
you  need  to  invest.  Most  don’t  want  to  invest  and  take  themselves  there. (Producer) 

 Scale is really the issue. Most of the Local Food Plus farms are too small to develop workable 
relationships. Larger farms typically have farmer owners that are better at marketing and 
business relationships. The smaller farmers don't behave in a way that is conducive to 
productive relationships with us. (Foodservice) 

Insufficient or Incorrect Infrastructure 

 If selling through auctions, producers simply don't get a customer-centric mindset. 
(Processor) 

 There is often a lack of coordination among farmers. It relates to the complexity of the 
category and number of growers. Local doesn't mean the best quality and we must address 
balance of volume with quality. (Retail) 

 With respect to our supply chain partners, we ask them to explore local alternatives, but 
they only have so much time and patience in dealing with smaller local producers. 
(Foodservice) 

 We have too many middle persons in the supply chain. As a result, we need to better 
educate farmers. The [lack of] efficiency of these layers limits the ability to buy local. We 
need to remove layers in the supply chain. The product would get to market better and 
faster. (Foodservice) 

4.4 Skills 

Lack of Sophisticated Business, Marketing, or Management Practices 

 It is hard for farmers to get geared up to sell to foodservice. Some farmers are not 
sophisticated enough to do a deal. (Foodservice) 

 If want to have a customer’s buy-in on other than just price, you’ve  got  to  have  an  attitude  
of service. At university/college, you don't necessarily learn people skills. (Producer) 

 Farmers need to be smart in different ways—academics versus relationships. Experience 
outside farming is very significant. Marketing is also very significant, especially dealing with 
people. (Producer) 

 Too often producers also look at things like the initial cost of the bull versus whether it will 
provide the carcass composition required by their customers. (Processor) 

 The best producers are recognizing that they can't be everything to everyone, or do 
everything on their own. (Processor) 
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 Farmers lack marketing and business experience. One of the things that surprised us was 
that farmers thought the costs to enter foodservice, especially around traceability, were 
prohibitive. (Foodservice) 

 Many farmers don't understand that a large distributor wants its growers to have a GAAP 
certificate, needs to sign a hold-harmless agreement, and needs to name us in their 
insurance policy. It may be just sheer ignorance, but many farmers don't understand how to 
do business and what a distributor expects. (Foodservice) 

 The issue over the years has been the inability to consistently meet our quality standards. 
(Retailer) 

 The average farmer has no appreciation of expectations set by shareholders and investors. 
We want to be the best partners we can with farmers, but they must understand the 
demands set by the investment community. (Processor) 

4.5 Environmental Factors 

Legislation, Regulations 

 More cooperation would make it easier. Marketing boards inhibit this process as opposed to 
helping. (Foodservice) 

 Dairy is a challenge because of the marketing board, everything else has been no issue. 
(Foodservice). 

 Please tell me what marketing boards really do [that creates value]. At times they price so 
high that we are forced to buy offshore. (Retailer)    

 Regulations impose a framework that forces roles that, in the free market, would not be the 
reality. (Processor) 

 Carcass utilization is a problem in beef. We can sell middles multiple times, though have 
difficulty selling either end and trim. Federal plants can export these cuts to the US or other 
markets, which we can't do. This reduces our cost competitiveness. (Processor) 

 I would love to be able to take the fresh vegetable budget and give it to a local farmer for 
the growing season. This would not likely be possible, however, as the broader public sector 
is bound by procurement policies. (Foodservice) 

 We use a third party to procure produce. They tell us what is available locally each week. 
Many of our protein suppliers don't meet the criteria for Ontario products, and protein must 
be federally inspected. (Foodservice) 

 
The report  now  describes  respondents’  views  on  ways  to  address  the  barriers  and  threats  
identified in previous sections.  
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4.6 Overcoming Barriers 
Respondents of the qualitative research were asked which of the challenges or barriers 
mentioned above had they overcome in developing relationships with customers/suppliers.  
Eighty-four percent of all respondents said that they had faced challenges or barriers in 
developing relationships with their customers. Table 4-1 groups the barriers into themes and 
lists them in order of the frequency in which they were cited by respondents. 
 
Table 4-1: Barriers Overcome in Developing Value Chain Relationships 

Theme Number of Mentions 
(x=42) 

Communications (i.e., planning, ongoing management) 16 
Education (i.e., formal and/or informal) 14 
Product offer (i.e., quality, range, traceable/QA, price) 11 
Consistency (i.e., effect through the chain, ability to meet 
standards) 

6 

Finding the right partner (i.e., commitment, skills, volume, 
attitude) 

6 

Volume of supply/scale (i.e., economies of scale, being able 
to supply the volume needed by large businesses) 

6 

Delivery (i.e., deliver what is promised, when due) 4 
Other (i.e., “trust”,  niche  market  requirements) 4 

 
The three most frequently mentioned barriers relate to communications, a lack of education 
and suitability, and availability and/or consistency of product. All of these issues reinforce 
conclusions from the literature review, focusing on an adversarial culture, a lack of a learning 
culture, resistance to change, and an inability to learn and adopt new business practices. 
 
To address effective ways to overcome industry-wide issues, respondents in the qualitative 
survey were asked if they perceive a difference in attitude and/or behaviours of farmers who 
have good relationships compared to the wider industry. A strong majority indicated that the 
best farmers do possess different attitudes and/or behaviours than the wider industry 
(Producers, 100%; Processors, 90%; Retailers, 71%; Foodservice, 90%).   
 
These respondents were asked to choose from a list of factors that describe how the best 
farmers differ. Participants were also given the opportunity to add their own comments. 
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Figure 4-4: How Farmers Who Have Good Relationships Differ from the Wider Industry 

 
Sample size: Producer, 18; Processor/Distributor, 10; Retail, 7; Foodservice, 9. 
 
“Sector”  and  “education”  were considered to be the least important barriers to farmers 
developing good relationships with downstream businesses. What was found to be more 
important is the marketing knowledge or experience of the farmer, and the attitude of the 
farmer (Other). Having business experience apart from farming was also considered to be an 
important differentiator among top producers. 
 
These findings reaffirm conclusions drawn from the literature review, and quantitative research 
presented in Section 3.6 (Motivation to Establish Closer Relationships) and Section 3.5, about 
the  critical  role  that  enhancing  producers’  marketing  and  business  management  skills  has  in  
motivating and enabling the establishment of closer value chain relationships. The purpose of 
training  and  education  is  not  “merely”  about  imparting  a  body  of  knowledge;  it  is  about  
engendering in individuals the ability to synthesize information from an array of sources into 
solutions that enable them to address problems and achieve outcomes which will benefit them 
now and over the long term. Achieving this relies on the existence of effective materials and 
delivery methods.    
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5 Current Resources 

The quantitative and qualitative studies identified whether respondents were aware of any 
resources  that  had  been  produced  to  enhance  producers’  understanding  of  the  term  “value  
chain”  or  improve  producers’  management  capabilities.  The  environmental  scan  sought  to  
identify resources produced by Canadian and international value chain programs. The resources 
most commonly produced by international value chain programs include case studies that 
identify the opportunities which exist for businesses to reduce costs and increase revenue by 
collaborating strategically. Many of these and other materials developed by such programs are 
incorporated into university and college level education.  
 
Canadian value chain initiatives focus primarily on encouraging the development and 
production of value-added products, with very few of their materials being incorporated into 
university and college level education. The exception is the Value Chain Management Centre. 
Its primary focus more closely reflects that of international initiatives, which is to motivate and 
enable the development of close effective businesses relationships along the value chain, 
leading to the existence of more profitable and innovative businesses than could otherwise 
exist. Its materials are known to be used by Canadian, UK, New Zealand, and Australian 
universities.  
 
The quantitative study asked all 500 producer respondents to identify how familiar they were 
with resources or sources of information or tools available regarding agri-food value chains or 
value chain management (VCM). This included training, consultation, or professional advice. 
The results are shown below in Figures 5-1, 5-2, and 5-3. These results show that considerably 
more producers are aware of the topics of value chains and VCM than seek to use resources 
that they know exist to improve their business opportunities. The findings suggest that is not 
just a wider array of resources that could address this present situation; it is in delivering them 
more broadly and proactively than may presently be the case. 
 
Figure 5-1: Producers’  Familiarity with Value Chains Related Resources 

 
n=313 
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Figure 5-2: Awareness of Resources 

 
n=313 
 
The results presented above in Figure 5-2 from the quantitative study show that a relatively 
small majority of producers are aware of resources that have been specifically designed to 
increase their understanding of value chain practices, or skills associated with managing value 
chains. There is greater awareness of general materials and delivery methods, such as 
newspapers and magazines. As shown below in Figure 5-3, just 50 (10%) of producers who 
participated in the quantitative study have used the resources that currently exist. 

 
Figure 5-3: Resources Used 

 
 
The most common resource that producers have used is media reports, not materials designed 
to assist them improve their manage practices. This suggests that the current way in which 
resources are being delivered, or the nature of current resources, does not resonate with 
producers to the extent that they can readily identify them during a telephone interview.   
The qualitative survey also asked respondents to comment on their awareness and use of 
resources that can enhance their business capabilities in relation to the establishment and 
management of value chains. As shown below in Figure 5-4, downstream respondents and 
producers participating in closely aligned value chains appear more likely to have sought out 
and accessed resources than producers. Producers are more likely to seek to learn from their 
peers than from any type of formal education.  
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Table 5-1: Resources Used, by Value Chain Role 
Producer Processor/Distributor Retail Foodservice 
 Networking   Networking  Networking 
 Peer support   Peer support  Peer support 
 Mentoring    
 Not courses or 

books. The human 
element/connection 
helps to bring you 
success 

 Integrity and trust 

   

Education 
 VCMC workshops 
 FCC workshops 
 GMC education 

Education 
 OSMA training 
 Courses 
 FCC workshops 

Education 
 VCMC workshops 

and conferences 
 VCMC case studies 
 Universities 

Education 
 OAC, U of Guelph 

 

External Sources 
 Learning visits in 

Canada and 
elsewhere 

 Books 
 Industry groups 
 Courses 
 Trade shows 
 Internet 

External Sources 
 Industry 

Associations 
 CANADA GAP/CAN 

AG PLUS 
 Working closely with 

growers, we bring 
funding and market 
opportunities 
directly to them 

 Trade shows 

External Sources 
 Government funded 

initiatives like the 
VCMC peach project 

 International 
learning tours 

External Sources 
 Standards: Food safety, 

traceability, GAAP 
 

  External business 
advisors 

 Grants, government 
support, external 
consultants 

 Grants, government 
support, money from 
community loans 

   Internal 
infrastructure to 
help them be 
strategic and get 
involved in industry 

 From working with 
Foodservice companies 

 

 
The majority of the 52 respondents believe that the need for resources designed to increase 
the  competitiveness  of  Ontario’s  agri-food industry is greatest among producers, followed by 
their intermediaries–including processors and distributors. The most effective way to engage 
retailers and foodservice operators in value chain initiatives was generally considered to be 
through  producing  “best-practice”  case  studies,  involving  them  in  demonstration  projects,  and 
offering university level courses, along with involving them in extension efforts with their peers 
and individuals operating at other levels of the value chain.    
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Shown below in Table 5-2 are the delivery mechanisms that the 52 respondents from the 
qualitative study suggested as effective means for engaging producers and other members of 
the value chain in processes that would increase their knowledge and skills relating to VCM.  
  
Table 5-2: Resources that are Required, Suggestions by Value Chain Role 

Producer Processor/Distributor Retail Foodservice 
Facilitated sessions Facilitation, access to 

business advisors 
Business facilitation  

Marketing 
communications 

Marketing skills 
- Branding 

 Marketing resources 
and education 

Networking/facilitated 
events (with 
downstream 
stakeholders) 

Networking 
sessions/events 

Need a marriage 
broker who exists to 
enable development 
of meaningful 
relationships between 
suppliers and retailers. 

Networking/facilitated 
events  

Short courses 
Series of courses  
Workshops 

 Workshops 1-2 day practical 
workshops 

Management skills 
and/or specific skills 
(i.e., dispute 
resolution, record 
keeping, technology, 
business metrics)  

Understanding quality 
from a customer 
perspective 
Benchmarking 

Younger farmers need 
production skills 
development 
Older farmers need 
marketing skills 
development 
 

Specific practical 
subjects (i.e., 
packaging, food 
safety/traceability, 
understanding costs 
and fair-market 
pricing) 

SIMPLE introduction to 
supplying retail/ 
foodservice through to 
more involved 
category management 

  How to do business 
with restaurants: 
product and business 
requirements 
 

Business planning Business planning  Business plan 
development 

Mentorship Mentoring program   
Traceability, beyond 
the basic 
requirements 

  Champion to educate 
consumers and buyers 

  Funding for pilot 
projects 

Cooling infrastructure 
(i.e., strawberries) 

 
The most effective delivery mechanism is viewed as being experiential, through personal 
interaction  and  action  research.  Other  than  short  case  studies  of  “how  to”  manuals,  written  
materials were not considered the primary means of facilitating the existence of closer value 
chain relationships, partly through developing the management capabilities and skills required 
to establish and maintain effective business partnerships.  
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5.1 Comparative Analysis of Ontario Resources  
A scan was conducted to identify value chain initiatives operating in Canada and overseas, the 
services that they provide, and their relative effectiveness in encouraging or enabling the 
adoption of innovative business practices and closer constructive relationships among their 
target audience.  
 
In Ontario, the Value Chain Management Centre was found to be the only initiative established 
to specifically enable the development of agri-food value chains. Initiatives such as the Value 
Chain Roundtables (VCRTs) are not considered to be involved with establishing value chain 
relationships between businesses. A reasonable number of the qualitative respondents stated 
that they consider that the VCRTs have been misnamed, leading to an element of confusion and 
frustration.    
 
An environmental scan of international value chain initiatives found that there was a surge of 
publically supported value chain activity/programs in the mid-2000s. Most of the funding was 
short term, based on the assumption that the industry would be able to help itself after the 
initial investment had been made in proving the benefits of businesses establishing closer 
relationships and in producing teaching materials. An issue with this approach is that VCM is a 
strategic management approach which relies upon a shift in industry culture to succeed.  
 
Value chain initiatives, therefore, need the option of being able to support long-term projects, 
not forced to fit within artificial constraints or impractical expectations that are driven by short-
term political desires. Many value chain programs fail to reflect this need. The exception is the 
extremely successful Dutch Agro Keten Kennis program in the Netherlands. This spawned a 
number of ongoing domestic and international initiatives, most notably those led by the 
University of Wargeningen. With longer-time horizons being more typical of international 
development programs versus domestic initiatives, this has led to an increase in value chain 
projects occurring in developing nations. However, the greatest opportunities remain through 
implementing value chain initiatives in developed nations, such as Canada. 
 
In Canada, public investments into value chain initiatives are considerably less than has 
occurred elsewhere. For example, the UK Food Chain Centre operated over five years with a 
total budget of £5.3m, consisting of £3.8m in grants and circa £1.5m in resources provided by 
IGD and DEFRA. Rather than focus on providing high level VCM awareness training to the 
industry at large, it focused on providing specific businesses with practical tools, such as farm 
scorecards, master classes, and training in Statistical Process Control, Six Sigma etc. Case 
studies flowed from projects that were made available to the public and industry at large. 
 
A difference between value chain/supply chain-oriented initiatives of mainland Europe is that 
they are more technical and often include a scientific component. The value chain initiatives 
that appear to have the greatest impact in creating change for commercial success are privately 
managed, such  as  “European Food and Farming Partnerships”  (UK).  This organization is a 
specialist agri-food consultancy, working along the whole supply chain, in all sectors. It works to 
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address commercial, operational, and relationship issues across the industry and has large scale 
projects with clients like Unilever. 
 
Government supported schemes that effectively force stakeholders to come together do not 
result in private success. On the other hand, UK (national and regional) and EU government 
programs have played a role in enabling commercial changes. National UK and EU funding has 
largely focused on enabling the construction of infrastructure, technological capabilities, and 
marketing programs.  
 
Regional initiatives, such  as  “Heart  of  England  Fine  Foods” (UK), provide producers, growers, 
and processors of speciality food and drink products (based in Herefordshire, Shropshire, 
Staffordshire, and the Midlands) with an opportunity to enhance their business and marketing 
skills and learn about the retail section, including drivers of consumer behaviour. This 
organization has received substantial government support since its inception in 19983.  It 
achieves its goals by offering practical business support (logistics, marketing, professional 
services – financial, training) as well as a food and hygiene safety certification program. Its 
collaborative delivery service provides a route to market for producer members and meets the 
demands from retail or foodservice buyers who require one order, one delivery, and one 
invoice for a range of regional products. This service is so successful that it was awarded the 
2009 Institute of Grocery Distribution (IGD) Award for Sustainable Distribution (HEFF, 20124). 
 
A list of Canadian and international initiatives forms Appendix B. 
 
With the research having identified that gaps exist in the effectiveness of current value chain 
related resources and delivery methods designed to encourage producers and other members 
of the value chain to establish closer business relationships, the report now presents a strategy 
that AMI can implement—leading to the development of a more innovative and profitable agri-
food industry in Ontario.  
 
  

                                                      
3 Eleven million GBP was invested into the Shropshire Food Enterprise Centre alone.   
4 www.heff.co.uk  

http://www.heff.co.uk/
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6 AMI Strategy and Business Plan 

6.1 Description of Opportunity 

The benchmarking study identified that distinct differences occur across and between sectors in 
relation to the nature of business relationships that exist between producers, their customers, 
and their suppliers, and the commercial opportunities that this affords producers. Distinct 
differences also exist in the relationships that producers have with end customers of products 
which  originate  from  Ontario  farms.  The  term  “end  customers”  refers  to  retailers  and  
foodservice operators, where the majority of agri-food products are purchased by consumers.   

That the sector in which producers operate has less influence on the business relationships that 
farmers have with their customers and suppliers, particularly compared to their personal 
attitudes and the skills that they possess, has enormous implications for Ontario agriculture. It 
also has enormous implications  for  Ontario’s  agri-food industry, and the types of programs 
required to assist producers become more market oriented than at present. Driven by a need 
to react more effectively to changing market demands, retailers and foodservice operators are 
reaching out to producers, often through intermediaries such as processors and distributors. A 
relatively small percentage of Ontario producers are reaching out to customers and suppliers. 
Simultaneously, many producers and agri-food businesses are not actively seeking to establish 
closer value chain relationships.  

The extent to which producers and downstream businesses are able to establish the close 
relationships required to develop new products, guaranteed supply, reduce costs, improve 
quality, manage risk, and increase revenue relies on their willingness and ability to establish 
strategic (rather than transactional) business arrangements. The research strongly suggests that 
the majority of Ontario producers do not appear to possess the attitudes or skills required to 
establish and maintain long-term strategic relationships with other members of the value chain. 
Similarly, many agri-food businesses do not either. That producers who participate in (or who 
have participated in) close value chain relationships are most pessimistic about Ontario 
producers’  skills,  knowledge  and  attitudes  is  insightful  and somewhat troubling; not least given 
that a changing economic and political climate will force producers to look to the market to 
ensure their sustainability, not rely on business risk management programs or legislated 
marketing.  

The reason why intermediaries are not willing to enter close strategic relationships with 
producers—examples most commonly cited include millers and meat processors—is for fear of 
forgoing a competitive advantage. The same reason appears to lie behind why differences exist 
in the procurement strategies of retailers and foodservice operators, and that intermediaries 
interact with producers more strategically in certain categories. Retailers tend to have 
established closer relationships with fruit and vegetable producers. Foodservice operators tend 
to have established closer relationships with livestock producers, particularly lamb and pork. 
Both retailers and foodservice operators are seeking to extend these practices across their 
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wider businesses, though are unsure about how to implement them. Given the extent to which 
the formation of closer producer-customer relationships is occurring elsewhere, such as in the 
UK, this is a trend that appears very likely to occur in Canada. The Food Chain Centre (FCC), 
Centre for Value Chain Research (CVCR), and English Food and Farming Partnerships (EFFP) are 
among the UK initiatives that have played a central role in facilitating those relationships and 
enabling farmers to benefit from adopting value chain business practices.  Considerably more 
resources (both public and private) have been invested into this process than has occurred in 
Canada. 

Figure 6-1 below illustrates the services that are currently available for facilitating closer 
relationships between businesses and enhancing management skills, and where along the value 
chain these service providers primarily target. The only Canadian initiative where the focus and 
expertise extend along entire value chains supplying retail and foodservice is the Value Chain 
Management Centre (VCMC). While the  VCMC’s  work  has  led  to  producers  markedly  increasing  
their profitability, through enhancing their business skills and facilitating effective value chain 
relationships, its resources are limited. This has forced the VCMC to focus its implementation 
efforts on specific sectors of agriculture, with fruit being the most well-known. Its awareness 
and training activities have focused on numerous sectors, including beef, lamb, soybeans, 
wheat, and vegetables. Working on a project-by-project basis has limited VCMC’s  ongoing  work  
to include a small percentage of Ontario producers and agri-food businesses.  

Figure 6-1: Environmental Scan of Current Initiatives and Gap Associated With Agriculture 
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The cross-hatched area in the above figure illustrates the gap found to exist in current 
initiatives. A program does not exist that has been designed to enhance the long-term 
competitiveness and profitability of Ontario producers en masse, through encouraging then 
enabling them to develop skills not directly associated with production agriculture. This gap 
stems from the limited investment that has been made to encourage and enable producers and 
agri-food businesses to meaningfully connect, leading to the establishing robust and profitable 
value chain(s). Simply put, current initiatives have not been granted the resources or mandates 
required  to  engender  change  across  Ontario’s  agricultural  industry.      

These findings, along with the environmental scan of current value chain initiatives occurring in 
Ontario and Canada wide, indicated that a need exists for an initiative with the primary purpose 
of facilitating closer business relationships between producers and downstream businesses. The 
first step would be to focus on raising Ontario  producers’  awareness  about  the  need  and  
benefit of establishing closer relationships with businesses operating along the value chain. As 
farmers become more aware of the benefits associated with establishing strategic relationships 
with their business partners, the next step would be to enable them to act on their desires. This 
can only be achieved by enhancing their management skills. The most important skills that the 
research found as needing to be developed by Ontario producers are marketing, market 
research, quality management, operations and processes, strategic planning, and financial 
management.  

An initiative of the type described above would lead to large numbers of producers forming 
strategic business (value chain) relationships with businesses operating in the Ontario and 
Canada-wide agri-food industry.  It  would  achieve  this  through  facilitating  changes  in  producers’  
attitudes towards the wider industry, and in the attitudes of managers of agri-food businesses, 
and delivering the services and opportunities required to enable change. This would be best 
achieved by partnering with the organizations shown in Figure 6-1, each of whom have proven 
their credibility and possess expertise that can help make an agriculture-centric program 
succeed. The program would work directly with producers. Industry organizations would be 
involved, if and when their participation was required, to achieve commercially relevant 
outcomes.  
 
The need for such an agricultural-centric value chain program is reflected in the general lack of 
understanding found to exist in relation to value chains and value chain management (VCM) 
among many producers, much of the agri-food industry, government employees, and 
consultants alike. It is also shown by the clear disconnects that exist between the majority of 
Ontario producers and the markets for which they produce agricultural products. 

6.2 Strategic Intent 
The  overarching  program’s  strategic  intent  is five-fold. The first three are to connect producers 
to  the  end  market  and  with  the  wider  value  chain,  to  increase  producers’  understanding  of  the  
commercial opportunities and challenges occurring along entire value chains supplying retail 
versus foodservice, and to provide producers and other members of the value chain with the 
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capabilities required to identify synergies and develop solutions to the challenges that they 
face. The fourth strategic intent is to identify any institutional, bureaucratic or regulatory 
mechanisms  that  interfere  with  producers’  motivation  or  ability  to  connect  to  the  wider  value  
chain and the end market, then objectively quantify the extent to which they interfere with 
producers/businesses ability to capture value from the market, and why. These insights would 
enable the program and its delivery partners to achieve the fifth strategic intent: to propose 
solutions to a raft of impediments found to exist along the value chain.  
 
To achieve these aims, the program must be able to create the momentum required to achieve 
a sea change: in industry culture (across agriculture and in how producers relate to each other), 
in how producers relate to their customers and suppliers, and in how government and 
institutions relate to industry. Transforming how Ontario producers relate to one another and 
the wider industry, and in how governments develop and enact policies and legislation, would 
require considerable ongoing resources.  
 
Program activities will fall into two broad categories:  “Communication”  and “Implementation.”  
While both categories would primarily target producers, the delivery mechanisms would 
engage other levels of the value chain in the process of learning about and implementing VCM 
practices. Both categories would share certain similarities, such as the provision of mentoring 
services, which is an effective means for encouraging and enabling change to occur among less 
capable or enthusiastic producers. The reporting methods would ensure that the program 
produced  outcomes  that  enabled  continual  improvements  to  occur  in  the  program’s  long-term 
effectiveness, and its relevance to addressing industry needs. 
 
The Communication category would be delivered through means specifically designed to 
encourage producers, their suppliers, and downstream partners to explore how and why they 
would engage in increasingly sophisticated business arrangements. Delivery mechanisms would 
include experiential  mentoring  style  programs,  a  “speed  dating”  service  for  agri-food businesses 
that are seeking to identify producers which are able to meet their specific needs, fact-finding 
investigations to explore market opportunities and acquire first-hand experience of innovative 
business practices, workshops, and forums. Each of these streams would bring producers and 
senior managers from downstream businesses together to enhance their understanding of each 
other’s  businesses  and  explore  the  potential  benefits  associated  with  establishing  strategic  
business relationships. While it appears unlikely that downstream businesses would pay for 
services such as  “speed  dating,” many of the respondents that participated in the research 
stated that they would contribute in-kind to a producer-education program. Their contributions 
would include senior staff participating in events and fact-finding missions designed to enhance 
producers’  market intelligence and management skills. Their involvement will increase the 
likelihood that the program creates the motivation and knowledge required to support the 
establishment of closer, more innovative business relationships between producers and their 
customers.  
 
The Implementation category would be specifically designed to encourage producers and other 
businesses operating along agri-food value chains to experiment with new business practices.  
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Each project would involve businesses involved in creating value for consumers that operate at 
a minimum of three levels of the value chain. An example in fruit would be producer, marketer, 
and retailer; an example in beef would be cow-calf, finisher, and processor. Each project would 
be established, conducted, and reported in a manner that reflected the five principles of VCM 
and an academic case study approach. This does not mean that the materials that resulted from 
each of the projects would be written in an academic style or format. It means that sufficient 
rigour  would  lie  behind  the  project’s  design  and  implementation,  thereby  ensuring  that,  
regardless of whether a specific project was commercially successful, it would produce valuable 
objective lessons that could be shared with the wider industry. It would also enable lessons 
learned to be delivered through multiple mediums (e.g., university courses and industry events) 
and modified to suit the needs of specific audiences (e.g., business leaders and government 
employees involved in developing agri-food policies). This approach would also enable every 
project and the overall program to be analyzed and contrasted to produce insights and lessons 
learned that would not otherwise be possible.  
 
Presented below in Figure 6-2 is a framework that is suited to evaluating the effectiveness of 
individual projects and the overall program, by establishing for whom a project or program 
worked (or not) and why. The proposed framework will enable the program to measure its 
effectiveness in coming from a wholly commercial perspective to initiate changes in attitude 
and behaviour at the farm and immediate post farm gate levels of the value chain. In 
objectively measuring its effectiveness, the program will have the ability to reflect an objective 
and informed systems perspective in how it communicates with producers and the wider 
industry. The framework will also enable the program to identify the effectiveness of projects 
funded, the impact of environmental factors (including sector related structure, culture, 
legislation and regulations) on project outcomes, and where it should invest resources as 
attitudes, behaviour, and the sophistication of business practices evolve over time. 
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Figure 6-2: Modified  Bennett’s  Hierarchy   
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Given  its  relationship  with  Ontario’s  agricultural  industry  and  its  history  of  delivering  programs  
designed  to  enhance  producers’  management  skills,  AMI is well placed to enable and help 
deliver this service through a combination of direct reports and through funding external expert 
parties  to  undertake  projects  that  support  the  initiative’s  overall  strategic  intent.  To  enhance  
the AMI program, the chosen partners must meet certain requirements and standards. The 
most important of these is a proven ability to undertake objective and academically rigorous 
value chain research and/or deliver training, which results in improved business performance. 
The chosen partners must also possess an extensive understanding of the factors known to 
impact the performance of agri-food value chains supplying retail and foodservice markets.   

6.3 Target Sectors 

Differences were found in the extent to which closely aligned business relationships have 
developed between producers and other businesses operating along the value chain, by sector.  
Differences were also identified in the extent to which producers and other members of the 
value chain are able or willing to utilize the relationships that they have developed with 
customers and suppliers to achieve commercial advantage. Shown below in Figure 6-3 is the 
range of business relationships that the research identified as occurring across specific sectors. 
The nature of business relationships is regularly influenced by the market that specific value 
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chains supply. For example, in the vegetable sector, there exist value chains (i.e., carrots and 
asparagus) that are said to operate more strategically in the case of foodservice than retail. 
Simultaneously, in the fruit sector there exist value chains (i.e., apples and peaches) that are 
said to operate more strategically in the case of retail than foodservice. Across retail and 
foodservice, the existence of strategically aligned value chains appears to be considerably less 
in the beef, chicken, and dairy sectors. The subsequent section discusses the factors that are 
said  to  result  in  these  differences  and  their  implication  upon  AMI’s  proposed  program. 

Figure 6-3: Comparative Incidence of Value Chain Structures, By Sector and Market  
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The research showed that it is not the sector per se which primarily determines whether 
strategic value chain relationships have developed between businesses, or the extent to which 
businesses have benefited from working together; it is the attitude of the participants, 
including their desire and ability to learn. Current attitudes are said to partly result from the 
influences that industry organizations and government policies/regulations have on shaping a 
sector’s  culture, structure, and the modus operandi of the involved businesses. As well, a 
correlation appears to exist between the extent to which industry organizations reflect a 
commercial value chain perspective in how they operate, and the incidence of producers and 
their customers or suppliers benefiting financially from having established strategic business 
relationships. For example, strategic business relationships were stated as being less common 
and/or  less  significant  in  terms  of  a  sector’s  size,  where  legislated  marketing  influences 
practices that occur within and between the businesses, which together comprise a sector. 

Fragmented         Cooperative                Coordinated                    Collaborative 
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Examples given of where this occurs in Ontario include dairy, chicken, and plums. Legislation 
also influences the skills that individuals consider appropriate to achieving financial success and 
their likelihood of embracing non-traditional business models. These findings are conducive 
with factors identified in the literature review. 

The existence of closely aligned business relationships along entire—or close to entire—value 
chains also results from certain sectors being typified by longer, more complex value chains, 
particularly where power-imbalances exist between businesses who staunchly adhere to 
transactional (arbitrage) business practices. Examples given of where this occurs and hampers 
producers’  profitability  include  beef  and  wheat. The existence of closely aligned business 
relationships along entire—or close to entire—value chains was also stated as being less 
common in sectors where producers remain staunchly independent. Examples given of where 
this  occurs  and  hampers  producers’  profitability  included  vegetables.  In  circumstances where 
there are long, complex chains and/or staunchly independent producers, it is more likely that 
intermediaries, such as brokers or processors, can stymie the development of close strategic 
relationships developing between producers and other members of the value chain. These 
findings are also conducive with factors identified in the literature review. 

6.4 Product and Service 

The AMI program will assist producers from all sectors enhance their competitiveness and 
profitability. With the factors which support or hinder the development of closely aligned 
relationships between producers and other agri-food businesses found to be somewhat sector, 
subsector, and market specific, means that precisely what AMI’s  program  seeks to achieve will 
differ by target audience. The delivery mechanism will likely also differ by sector, product, and 
market.   

Shown below in Figure 6-4 are examples of the projects and initiatives proposed for the 
Communication and  Implementation  elements  of  AMI’s  program.  The program’s primary focus 
is encouraging and enabling individuals involved in commercial farming to adopt innovative 
management techniques. It will also work to establish objective market-oriented relationships 
with producers and commercial businesses operating along the value chain.  
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Figure 6-4: Proposed Programs and Initiatives 

AMI

Project
Funding 

Outreach / 
Extension 
Funding

Events Exchange 
Tours

Education 
and Training Mentorship Professional

Tertiary

AMI Branded

Speaker 
Sponsorship

Exploration / 
Discovery Implementation

Specific

General

Conceptualizing, 
Scenario Building 

and Planning

Practical  “what, why, 
how , who, when”

Piloting 
innovative 

business models

Enhancing 
management 
capabilities

Funding decisions 
primarily based on 

business case, ability to 
create/strengthen current 

relationships, 
involvement of businesses 

from 3 distinct levels of 
the chain

Funding decisions 
primarily based on 

strength of 
pragmatic argument, 
value for challenging 

assumptions, and 
existing evidence

Champion and 
enable innovation 

through coffee-
table reports and 

presentations

       Funding decisions primarily based on 
application’s  ability  to  produce  outcomes  that  strategically  
challenge current assumptions and/or develop innovative 

pragmatic management practices

Implementation 
Program

Communication 
Program

 

The overarching message conveyed by the program should be  that  “regardless  of  the  sector  in  
which they operate, producers and their customers have benefited from having established 
strategically aligned business relationships and adopting a value chain approach to how they 
manage their business.”  A  project  should  only  be  undertaken  if  the  proponents  are  able  to  
demonstrate that it will materially add to the present knowledge surrounding how and why a 
sector  or  subsector  of  Ontario’s  agri-food industry can benefit from establishing closer strategic 
business relationships along the value chain. Proponents must also show how the results will be 
used to engender purposeful changes  in  producers’  attitudes  and  behaviour.  To ensure that 
results and insights can be readily translated to the widest possible audience, reports, case 
studies, and presentations that result from the program will follow a consistent format and 
theme.  Establishing  a  common  reporting  format  will  also  ensure  that  the  program’s  impact can 
be monitored and measured more effectively than would otherwise be possible. 

6.5 Program Title and Clients  

Due  to  mistaken  assumptions  and  personal  biases  that  are  associated  with  the  term  “value  
chain,” particularly among producers, we recommend that the  program’s  name  does  not  
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include  the  words  “value”  or  “chain.”  Instead,  the  program  should  be  positioned  as  assisting  
producers to increase their profitability through encouraging them to establish innovative 
commercial relationships with customers and suppliers. This is because the research showed 
that  the  majority  of  producers  do  not  understand  what  the  term  “value  chain”  means. Many 
producers appear to associate it with a negative context, such as conceding power or 
profitability to a more powerful customer or supplier. Downstream businesses tend to possess 
a  more  accurate  understanding  of  what  the  term  “value  chain”  means  in  practice;  however,  
they  are  not  the  proposed  program’s  audience.  Based  on  the  insights  gathered  into  value  chain  
initiatives occurring worldwide, a suitable title for the program might be “Agricultural  and  Agri-
Food  Partnerships”.   

The program will have three distinct client groups. The first group are producers and the 
commercial business with which they directly interact, pre- and post-farm gate; the purpose 
being to enhance their management capabilities and leadership skills, leading to increased 
profitability and competitiveness. Commercial businesses operating in the wider agri-food 
industry are longer-term targets, with whom the program will interact on an ad hock basis as 
required.  The  second  group  are  institutional  stakeholders  who  influence  sectors’  culture,  
structure and behaviour; they include industry organizations, government employees, and 
financial corporations.  

The third group are teaching institutions such as universities and colleges, research groups, 
such as Vineland Research and Innovation Centre (VRIC), and extension agents such as 
consultants. All of these groups would benefit from possessing an increased understanding of 
what  the  term  “value  chain  management”  means,  why  value  chain  approaches  are  important  to  
industries’  profitability  and  competitiveness,  and  the  determinants  of  their  success.   

6.6 Activities Supported by Each Pillar of the Proposed Program 

A proportion of activities undertaken by AMI (e.g., industry events and conferences) could 
provide revenues that are reinvested into the program.  

The primary purpose of the  “Communication”  element of the program is to develop among 
producers and other commercial businesses operating along agri-food value chains the 
attitudes required to motivate the adoption of VCM practices. Among industry stakeholders, 
the  program’s  purpose  is  to  encourage  them  to  support  the  establishment  of  close  strategic  
relationships between producers, their customers, and their suppliers, through championing 
the  adoption  of  VCM  practices.  This  can  only  be  achieved  by  increasing  individuals’  
understanding of VCM issues and opportunities in relation to the sector and businesses with 
which they  interact.  Facilitating  changes  in  individuals’  attitudes  and  behaviour  relies  on  
presenting irrefutable concrete examples, upon which they regularly reflect. This leads to 
individuals’ revising the ideas, values, and beliefs that form their assumptions about how their 
business and the wider industry operate, and why. Increased understanding about the 
opportunities offered through the adoption of VCM and what this means for them personally 
will translate into an increased desire to participate in events and initiatives that are designed 
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to instill in them the management skills required to establish and successfully manage value 
chain relationships. 

The primary purpose of the “Implementation”  element  of  the  program  is  to  assist  producers  
who are genuinely interested in establishing closer relationships with customers and suppliers, 
to ensure that they can cost-effectively produce crops and livestock which are suited to 
meeting target market demands. The secondary purpose is to encourage downstream 
businesses (e.g., processors and millers) to establish closer relationships with producers and to 
determine the business options best suited for enabling themselves and producers to more 
effectively and profitably adapt to market demands. Another way that AMI can establish a 
relationship with downstream businesses will come through providing a “speed  dating”  service, 
which assists them to connect with producers that meet their requirements and involve them in 
outreach events and projects. The third market will be government and industry associations, 
particularly those involved in the development and delivery of policies and programs.  

Table 6-1 lists examples of sectors to which each of the program elements could be targeted 
and potential projects that could  benefit  Ontario’s  agricultural  industry.  With  Ontario’s  wheat  
industry effectively being devoid of closely aligned value chains, establishing closer more 
strategic businesses practices would be best achieved by facilitating the development of the 
attitudes and skills required to adopt innovative business practices. Hence the primary delivery 
vehicle would be the Communication strand  of  AMI’s  program.  With  closely  aligned  value  
chains  already  operating  in  Ontario’s  fruit industry, the focus would be on encouraging the 
adoption of increasingly sophisticated management practices across the wider industry. Hence 
the primary delivery vehicle would be the Implementation strand of  AMI’s  program.   

Table 6-1: Potential Purpose and Desired Outcomes of Each Element, by Sub-sector  
Communication 
Sub-sector Project Outcome 
Potato sector (fresh) Fact-finding mission for an 

innovative fresh potato value 
chain to identify and experience 
firsthand the management 
practices that have led to their 
long-term commercial success, 
and explore how lessons learned 
could enable Ontario potato 
producers to increase their 
profitability. 

Producers acquire a greater 
appreciation for the factors that 
determined how a group of 
producers benefited from 
working together and are able to 
communicate lessons learned to 
Ontario’s  fresh  potato  sector,  
leading to their possessing a 
greater desire to innovate in 
relation to market demands. 
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Wheat Analysis of a value chain 
supplying wheat to a Canadian 
bakery, to quantify current 
performance from a systems 
perspective, research consumer 
perceptions of value, identify 
root causes of undesired effects, 
and propose solutions that 
would benefit the participants by 
improving their long-term 
financial performance.   

Members of the entire value 
chain possess a roadmap for why 
they would establish closer 
business relationships, how they 
would implement new business 
arrangements, and how 
performance would be 
measured. This would increase 
their desire and ability to engage 
in innovative business practices. 

Mentorship program Enable innovators from 
agriculture and agri-food to 
meet producers one-on-one, to 
encourage and enable them to 
profit from supplying target 
markets. 

Producers are encouraged and 
enabled to establish closer 
business relationships with 
chosen customers and suppliers, 
leading to increases in skills and 
profitability. 

Implementation 
Lamb Pilot the establishment of a 

closely aligned value chain 
supplying lamb to an Ontario 
retailer and foodservice 
distributor, through facilitating 
the development and 
implementation of innovative 
business practices from farm 
through to retail store and 
restaurant.  

Motivate producers, a processor, 
retailer, distributor, and 
foodservice operator to establish 
closer business relationships and 
implement practices that enable 
each business and the overall 
value chain to reduce their costs 
and increase revenue faster and 
more successfully than they 
would if reliant on their own 
resources. Share lessons learned 
with the wider industry.  

Dairy (cows) Explore the benefits of 
establishing closer more 
innovative business practices in a 
processed dairy value chain, and 
identify arrangements that 
would enable individual 
businesses and the entire chain 
to reduce costs and increase 
profitability in relation to their 
target market(s). 

Objectively determine the extent 
to which current supply 
management regulations limit 
innovation occurring between 
businesses, and propose a 
business model that would 
enable the involved businesses 
to innovate directly in relation to 
target  consumers’  perceptions  of  
value.  

Goats Conduct an industry level value 
chain analysis to establish the 
true cost of dairy and meat 
production  in  Ontario’s  goat  
industry. 

Develop a business model that 
would motivate and enable 
businesses  operating  in  Ontario’s  
goat industry to profitably 
expand to meet burgeoning 
market demand.  
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The above are examples of how the proposed program would lead to outcomes that enable and 
motivate Ontario producers to explore then establish closer value chain relationships with 
other members of the value chain(s) in which they operate.  

6.7 Governance  

The exact projects and initiatives to be funded by the proposed program, their purpose in 
relation  to  the  program’s  strategic  intents,  and  each  initiative’s  target  audience will be 
determined by an Advisory Committee that reports to the AMI Board. The Advisory Committee 
will convene annually and include senior representatives from commercial businesses operating 
along value chains supplying retail and foodservice markets. Its primary responsibility will be to 
advise  the  AMI  Board  on  the  program’s  long-term strategic goals, and evaluating the 
effectiveness of the program according to predetermined metrics and timelines.  

The evaluation framework presented in Figure 6-2 would ensure that the program is able to 
determine the changes in Knowledge, Attitude, Skills, and Aspirations (KASA) that occurred 
among producers who participated in AMI funded initiatives. The ability to compare the 
changes in KASA that occurred among producers who had benefited from establishing closer 
strategic relationships with business operating along the value chains, versus those who had 
not,  would  enable  the  program’s  effectiveness  to  be  measured  in  terms  of  its  impact  from  
economic, cultural, and skills based perspectives. The evaluation framework will also enable the 
influence that external factors, such as legislation and industry structure, have upon the 
effectiveness of the AMI program to be quantified from multiple perspectives. These insights 
will be invaluable to AMI as it plans and implements future programs. The resulting insights will 
also be invaluable to both OMAFRA and AAFC as they develop future policies and programs.     

6.8 Year One Activities 

The activities that we recommend the new AMI program funds in the first year of operation are 
listed below in Table 6-2.  

Table 6-2: Proposed Year One Activities 
Activity Suggested Sectors to Include Purpose 

Six sector-specific forums Vegetables, Fruit, Pork, Lamb, 
Oilseeds, Beef  

Illustrate the extent to which 
value chain initiatives have 
succeeded in Canada and 
internationally, and what this 
means to producers operating in 
each of the Ontario sectors. 
Encourage networking to occur 
between retailers, foodservice, 
intermediaries, and producers.            
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Five international fact-finding 
missions 

Wheat, Beef, Dairy, Chicken, 
Goats 

Leaders from commercial 
industry learn firsthand how 
innovative businesses have 
prospered by working together 
strategically, and what this 
means to these Ontario sectors 
and  Ontario’s  overall  agricultural  
industry.                          
Encourage producers, 
processors, retailers, and 
foodservice operators to explore 
new business models. 

Eight value chain projects  Wheat, Pork, Beef, Dairy, 
Chicken, Goats, Apples,  

Enable and motivate producers 
to develop a greater 
understanding of their end 
markets and encourage them to 
factor this into their business 
practices. 

Eight producer-orientated value 
chain workshop 

Apples, Pork, Lamb, Oilseeds, 
Beef, Wheat, Oilseeds, Corn 

Encourage and enable producers 
to adopt more market focused 
and quality assurance related 
business practices, and establish 
closer strategic relationships 
with their customers and 
suppliers.  

Mentorship opportunities for 
100 producers 

Across all sectors Provide the opportunity for self-
motivated producers to 
confidentially meet peers and 
senior managers from 
businesses operating at other 
points along the value chain, to 
explore how they could improve 
their current business practices. 

Reporting and Evaluation Across all initiatives delivered by 
AMI 

Report the  program’s  impact  on  
changes in KASA that occurred 
among participated producers, 
achieved economic benefits, 
lessons learned, and the 
influence that external factors 
were identified as having upon 
the  nature  of  producers’  
management practices. 
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