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Food Chains and Funding: Value Chain Development and Roles for Governments 
 
Problem Statement:   Agriculture and food companies are always searching for new product 
and market opportunities but many require resources that are beyond the capabilities of a single 
organization. A growing number of organizations have begun a transition toward business 
models of closer supplier/buyer cooperation to capture these opportunities.  These ‘Value Chain 
Initiatives’ are intended to create—or enhance—value to participating firms within a value chain 
by working towards a common goal of providing customer value.   
Governments and affiliated funding agencies have also taken an interest in supporting value 
chains as vehicles for improving the competitiveness of an important economic sector and as a 
means by which farmers can capture more value from their products. 

However, value chains are complex undertakings and while government funding can help 
support these initiatives there are risks that simply the availability of the funding may encourage 
the creation of new value chain partnerships that are ultimately unsustainable without the 
funding.  The process of creating, operating and improving a value chain is illustrated in Figure 
1.  This framework is built partially upon earlier work by Min et al’s (2005) who built a 
conceptual model of value chain collaboration which explored the requirements, operation and 
results of collaboration based on an industry survey.  

One of the areas lacking in agri-food chains is actually measuring the results of value chains.  
This is important for both industry and government seeking to understand and assess the impact 
of their efforts and investments. Aramyan et al. (2006) reviewed value chain performance 
measures and then combined this review with a summary of 12 different ‘agri-food supply chain 
aspects’ to develop a conceptual model of value chain management. 

At each stage of value chain conceptualization and development, organizations may take 
different approaches depending on their objectives and the external influences. There are 
different opportunities for governments to influence development at the early stages in particular.  
There are also different risks depending on the industry and the stage of the value chain 
initiative. These risks can lead to value chain under-performance or failure and many may be 
identified in advance. This paper examines the challenges related to creating new value chains, 
the factors that play a role in value chain success or failure and the roles that governments can 
play in supporting value chains.   

 

Study Objectives:   

• To understand the factors that contribute to the success or failure of new value chain 
initiatives 

• To examine the types of performance measures used by both industry and government 
• To examine the impact of government funding programs on agri-food chain initiatives. 
• To examine the strategies used by funding agencies in supporting value chain initiatives.  
• To assess the types of risks faced by those projects and to develop strategies to reduce 

those risks. 



Figure 1.  Conceptual model of value chain development and the influencing factors  
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Procedures:  The study examined five case studies funded under a program specifically 
designed to promote new food value chain development, the Ontario Agricultural Adaptation 
Council’s (AAC) Value Chain Initiative.  Each of the projects had been underway for a period of 



more than a year at the time of the initial contact.  Some had been going on for several years.  
The period of time was adequate to determine whether the results of the initiative.   

Phase 1 – Review of value chain funding submissions - Each value chain initiative submitted a 
full application package to AAC and worked closely with AAC staff to develop the 
application.  These applications were reviewed to provide a full understanding of the 
motivation and plans of value chain participants 

Phase 2 – Semi-structured interviews with value chain participants explored all elements of value 
chain development, perceptions by different partners and the roles that government 
agents played in the initiatives. 

Phase 3 - Analysis of Results  - Cases were analyzed individually and then a cross case analysis 
across all five cases was completed. 

Results:  

The paper discusses the findings in detail.   Cases were first examined individually, looking at all 
aspects of value chain formation from motivation to innovation.  Cross-case analysis of all five 
cases explored the differences in value chain development, risks and challenges and in roles for 
governments.  Appendix 1 summarizes some of the key findings with respect to the value chain 
initiatives, the motivation behind them, the roles for different partners and the roles for 
governments in the value chains. 

Conclusions: 

Value chains vary widely on almost every dimension but the results of the study found several 
common factors that influenced value chain development and several risks that were not always 
identified in advance, but which can have serious ramifications for value chain success.  The 
study also identified several roles for governments and impacts that may, or may not, be 
intentional. Governments can play several roles in stimulating and supporting new value chain 
initiatives but the roles can vary by chain and industry.  Appendix 1 illustrates how participants 
in different value chains can have completely different perceptions of the roles that governments 
can or should play in supporting their efforts.  Government support is generally viewed as a 
valuable contributor to value chain projects but the results indicate that it may not increase the 
likelihood of success for new agri-food chains.  
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Appendix 1. Cross-comparison between the five value chain case studies 
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