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 Supply Chain Thinking Versus Value Chain Thinking 

 We should start with a few definitions and key ideas. An agri-food supply 
chain consists of all the enterprises involved in creating a food or drink 
product, from agricultural input suppliers (seeds, feed, chemicals, etc.) 
through to retailers and caterers. However, we distinguish value chains from 
supply chains because they have three additional features:

   1.   While it is common for supply chains to be defi ned just in terms of 
their physical components, value chains are always seen as social-
technical- economic systems operating within, and infl uenced by, their 
 external environment. In a value chain, people are as important as tech-
nical processes and fi nancial fl ows, and external infl uences such as science 
and technology, communities and government policy are recognised as 
part of the system.  
  2.   Value chains include a focus on consumers, because consumers determine 
the volume of demand for a product and the price paid, and hence the total 
income that can be shared among chain members. Chain members decide 
how that income is distributed among themselves through what customers 
pay their suppliers.  
  3.   Business happens between people, so in value chains it is important to 
understand the current state of relationships between chain members and 
how these are affecting the fl ow of money and information along the 
chain.  

   These key elements of a value chain are illustrated in  Fig. 1.1  
  Using these features of a value chain, we distinguish modern Value 

Chain Thinking (VCT) from traditional Supply Chain Thinking (SCT). SCT 
is characterised by a more technical focus on producing and pushing prod-
ucts from upstream towards consumers, often with little understanding of 
what the market wants. Relationships among supply chain members are 
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 transactional and, to increase their income, a chain member must reduce 
someone else’s income, such as by abusing power, withholding information 
or even cheating. If we think of the amount paid by consumers for a product 
as a pie, this behaviour can be represented by an emphasis on individual 
chain members growing their slice of the pie by reducing the size of someone 
else’s slice ( Fig. 1.2 ). 

  In SCT, consumer understanding is either non-existent or distorted 
because:

•    Consumers’ preferences are not all the same. There are always different 
consumer segments whose priorities differ. When this complexity is used 
as a reason not to better understand consumers’ behaviour,  upstream 
chain members, crucially including farmers, do not know where their 
products end up being sold, so they cannot know the needs of the con-
sumer segment they are supplying.  

•   It is difficult to collect consumer data, so consumer information is often 
based on retailers’ opinions, which are often distorted, or even plain 
wrong. For example, retailers know very little about consumers who 
shop with their competitors.  
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 Fig. 1.1.      Key elements of a value chain. Authors’ own diagram.    
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 Fig. 1.2.      SCT: grow your slice of the pie. Authors’ own diagram.    
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•   Even when consumer research is done, it is hard to predict consumer 
behaviour, because what they say is not always what they do! When 
combined with a lack of capacity along the chain, especially upstream, 
to use consumer insights, SCT prevails.  

   In contrast, VCT involves chain members collaborating to understand, 
create, deliver and share value as defined by shoppers and consumers. The 
aim of collaboration is that the value chain improves its effectiveness (max-
imising the opportunities for creating value) and its efficiency (creating and 
delivering that value at least cost and with minimum wastage). In this way, 
collaboration increases the size of the pie, and so chain members collectively 
can increase the size of each of their own slices without needing to reduce 
someone else’s ( Fig. 1.3 ). 

  VCT increases chain members’ incomes by sharing the higher returns 
which come from:

   1.   Increasing revenue into the chain through understanding market oppor-
tunities, and cooperating to focus on creating and delivering what these 
opportunities require.  
  2.   Reducing waste by tracing and tackling the root causes of waste across 
the chain.  
  3.   Everyone being a better supplier to their customers (more reliable and 
more consistent), and so avoiding the need to compete with other suppliers 
on price alone.  
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 Fig. 1.3.      VCT: grow the pie. Authors’ own diagram.    

     The Value Chain Thinking Jigsaw 

 Having set out our specific approach as focusing on collaborative, consumer- 
orientated value chains, we now want to explain the practical elements 
of VCT in more detail. We describe this in terms of a four-piece jigsaw 
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( Fig. 1.4 ), because a value chain cannot be effective and efficient without 
each of these four interconnected activities, which we will explain in turn. 
If you can put all four of these pieces together correctly, you will establish a 
value chain which creates and distributes value to its members. 

   Understand consumers and customers 

 We start by being clear on the terminology that we use throughout this 
manual, and to avoid misunderstandings we encourage you to adopt this 
terminology diligently when you are training others or engaged in value 
chain projects. A  customer  is the next business in the chain;  consumers  are 
at the end of the chain, buying their food from a retailer or caterer. Why is 
this important? Because becoming market-oriented involves investigating 
both:

•    what shoppers and  consumers  value in the products they buy and con-
sume, and how those valued product attributes are created and de-
livered through the chain; and  

•   what business  customers  want in terms of service standards from their 
suppliers, such as consistently grading to their specification, and being 
reliable.  

   Accessing higher value markets or creating greater value within existing 
markets normally needs chain members to improve their performance in 
both respects – so let’s look at each one separately. 

  Understanding consumers 
 In VCT, it is critical to understand what the chain’s target consumers like 
and don’t like about a product, because this will determine:
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 Fig. 1.4.      Value Chain Thinking Jigsaw. Authors’ own diagram.    
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•    how often they buy it;  
•   how much they buy;  
•   where they buy it from; and  
•   how much they are willing to pay for it.  

   To ‘grow the pie’, a chain needs to understand what drives those four 
decisions, which are determined by the most influential product attributes. 
This is where supply chains often go wrong, because they make assump-
tions, often incorrect, about what attributes are important to consumers, 
and assume that all consumers favour the same attributes. Remember, there 
is no such thing as ‘The consumer’. People like different things. However, 
because SCT does not include a focus on consumers, chain members end up 
guessing what the market wants. When they guess wrongly, they are unable 
to compete on the attractiveness of their product and so end up competing 
on price. This means the size of the pie gets smaller, with chain members 
fighting it out to grow their own slice. 

 VCT takes the opposite approach. It involves investigating the two 
types of product attributes which influence purchasing decisions ( Table 1.1 ). 
The first type are tangible attributes, meaning they are characteristics which 
you can sense and experience. Sensory attributes include taste, texture and 
aroma. Experiential attributes include convenience and packaging. The 
second type are intangible attributes, which cannot be sensed or experi-
enced, and so consumers have to rely on assurances that the product has the 
attribute, hence they are also known as credence attributes. These include 
food safety, where the product was grown and how it was grown, for example 
organically. 

     We will now give a few examples illustrating this approach in practice. 
As with the case studies in Part 3, these are drawn from projects we have 
been directly involved in, including those undertaken as part of an Australia 
Awards Africa course that we deliver at The University of Queensland. The 
course includes a practical project the purpose of which is to apply participants’ 

 Table 1.1.      Tangible and intangible product attributes. Authors’ own table.  

Tangible
 Attributes judged by senses 
or by experiencing them 

Intangible
 Credence attributes that cannot be experienced 
or tested, so must be taken on trust 

   •   Taste and smell  
  •   Texture  
  •   Size  
  •   Colour  
  •   Convenience and packaging   

   •   Food safety  
  •   Nutritional value, e.g. reduced fat or low sugar  
  •   Provenance  
  •   Production system, e.g. only using certifi ed 

chemicals, organic or GM-free  
  •   Organic  
  •   Animal welfare  
  •   Ethics, e.g. Fair Trade   
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new skills and knowledge learned in their own countries. There are in some 
cases short brochures and videos giving more details, and we will give links 
to these where relevant and encourage you to read and watch them because 
they will deepen further your understanding of how to apply VCT. 

 This first example is from a project Ray led in the Philippines about 
improving papaya value chains. Consumer research revealed the strongest 
influences on consumers’ decisions were:

•    freedom from blemish;  
•   expected sweetness;  
•   maturity, assessed by firmness and skin colour;  
•   price.  

   Although most households bought papaya about once a week because of 
its health benefits, almost 40% reported being regularly disappointed. The 
major cause of this dissatisfaction was lack of sweetness. About 87% of 
consumers said they would pay more for sweeter fruit and 83% were 
prepared to pay more for higher quality (Del Carmen  et al.  2013). These 
insights revealed that the priorities for creating more consumer value were 
for chain members to work together to deliver sweeter fruit, from produc-
tion, through harvesting, postharvest handling, transporting to retailing. In 
practice, when this was achieved, sweeter papayas sold at higher prices and 
in greater volumes, to the benefit of all chain members but especially for the 
smallholder farmers who grew and harvested them. 

 Ben’s work has included giving workshops in the Caribbean to exten-
sion officers. During one workshop he was told that local shoppers pre-
ferred to buy packs of cherry tomatoes with mixed ripeness. He tested this 
by visiting a local supermarket. Mixed packs sold for $6.75 per pound, but 
he found consistently coloured, ripe tomatoes sold for $8.25 per pound. 
Now, it takes more effort to pick only ripe tomatoes, but given that this 
would grow the pie by nearly 25%, it was well worth investigating whether 
the additional work and costs would be justified. Similarly, in Mozambique 
he found that while domestic plum tomatoes sold in supermarkets for only 
35 meticals, some shoppers were paying 89 meticals for imported tomatoes 
from South Africa. Making domestic chains competitive over the attributes 
consumers valued would require a number of coordinated interventions 
across the chain, for example to improve production, grading, transport 
and merchandising. However, with the prospect of increasing revenue by 
over 150%, the returns on such improvements could be very significant. 

 It is important to characterise the most influential attributes in detail. 
Saying that consumers prefer a ‘tasty’ apple does not help chain members 
to understand what they need to do differently to make their apples more 
attractive. In Part 2, we will provide advice on how to get the level of detail 
you need to make practical, specific recommendations. Meanwhile, our next 
example illustrates how to characterise product attributes. It comes from 
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consumer research that Sheila Apopo undertook into indigenous chicken 
meat in Nairobi, Kenya, as part of her Australia Awards Africa course. 
Her project is explained in more detail in Case Study 4 in Part 3, and as 
both a brochure and a short video, 1  however the main results are shown 
in  Table 1.2 , which demonstrates the detail with which she described each 
preferred attribute. Later in this chapter we will show how Sheila translated 
her results into recommendations. 

     In a final example, Dr John Macharia, one of Ray’s former PhD students, 
researched value chains of leafy vegetables in Kenya ( Macharia  et al.  2013 ). 
His research illustrates why we need to understand the preferences of 
specific consumers, because shoppers at different retailers had different 
priorities. He conducted 418 random intercept surveys at different retail 
outlets for fresh vegetables, then used multi-step cluster analysis to classify 
consumers in terms of their preferences for the product, how it was produced 

 Table 1.2.      Kenyan consumers’ preferences for chicken. Authors’ own table.  

Product 
attribute Valued characteristics

Taste Full fl avoured so there is no need to add spices (unlike ex-layers, 
broilers or improved breeds)

Food safety No growth hormones nor unnecessary use of antibiotics
Colour of skin 

and shank
Yellow because it is associated with more nutrients, and ensures 

yellow meat and soup colour
Low fat High ratio of fl esh to fat: should not be too fatty, especially legs, 

which otherwise suggests it is not an indigenous chicken
Size 1.2–1.5 kg dressed weight and 2–3 kg live weight.

 Non-protruding keel bone in dressed chicken 
Convenience Some consumers want particular cuts, not whole birds
Freshness and 

shelf life
Birds should retain yellow pigmentation and not turn to a deep red 

pigmentation when stored
Production 

system
Free range

Nutrition 
and health 
benefi ts

Higher protein content, lower fat content and favourable fatty 
acids. White meat benefi ts for those with lifestyle diseases, 
such as hypertension

Retailers’ 
service

Retailing and slaughtering practices to assure shoppers that birds 
are genuinely indigenous chicken

Health of bird No drooping wings; alertness; no diarrhoea at the vent area; no 
mites on feathers and skin

Age of bird Cock: no long protruding spur nor big comb
 Hen: not have laid for more than two cycles 

Plumage colour Multi-coloured, owing to varied cultural perceptions and superstitions
Price Cock: Ksh. 1,000–1,500*

 Hen: Ksh. 800* 
 *live weight prices 
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and how it was marketed. His resulting consumer segmentation is set out 
in  Table 1.3 , to show how the four segments had different preferences. 
However, John found that chain members were treating all consumers the 
same, and ignoring these differences was leading inevitably to SCT and so 
resorting to competing on price. 

     Further examples of consumer insights are included in the case studies 
presented in Part 3.  

  Understanding customers 
 The other part of this first piece of the jigsaw is understanding customers, 
because meeting their requirements is essential to accessing markets. These 
service attributes for customers, such as processors, retailers and caterers, 
typically include:

•    reliability – always delivering product to a required schedule;  
•   consistency – always delivering the required quality, for example, by 

grading accurately to the customer’s specification; and  
•   postharvest processing and packing to increase shelf life and convenience.  

   Fulfilling these priorities requires cooperation and communication across 
the chain. This may require chain members to coordinate production, 
storage and transport, or change packaging, logistics and information 
 systems. It may need farmers to work together to schedule their harvest so 

 Table 1.3.      Consumer segmentation for leafy vegetables in Nairobi, Kenya. Authors’ 
own table.  

Consumer 
segment

Percentage 
of consumers Characteristics

Prestigious 
shoppers

25% Middle-aged, higher income and education, preferred 
shopping at supermarkets

 Strongest preferences for high product quality and 
good customer service 

 Would pay more for better quality 
Market 

enthusiasts
18% Younger with average education and income

 Strongest preference for clean markets with good 
conditions 

 Somewhat price conscious 
Ethics 

crusaders
41% Younger with higher education but lower income

 Strongest preference for honest customer service and 
product quality 

 Most price conscious segment 
Safety 

sceptics
16% Middle-aged, higher education and income, strongest 

preference for safe production systems and good 
product quality, would pay more for safer, better 
quality products
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they can collectively supply the product across a whole season. It may also 
require new skills in postharvest processing. 

 As with consumers, it is important to recognise that customers have 
differing priorities. In Malawi, Ben provided value chain expertise for an 
Australia Centre for International Agricultural Research-funded, World 
Vegetable Centre-led project supporting local vegetable value chains. 2  This 
included linking smallholder vegetable farmers into higher value markets 
best suited to their skills, attitudes and resources, including access to inputs 
( Macharia  et al.  2018 ). The team from Lilongwe University of Agriculture 
and Natural Resources interviewed four types of potential customer – 
 supermarkets, hotels, schools and hospitals – which revealed they had dis-
tinct requirements. The supermarkets wanted fresh produce to be packaged 
and labelled, and purchasing done in bulk, while only schools were particu-
larly price sensitive. Some customers were interested in long-term contracts 
if suppliers committed to meeting the terms of supply agreements, with pro-
posed contract lengths typically ranging from 3 to 12 months, although a 
few buyers said that they would have no limit as long as agreed standards 
were met. Consistent supply was critical to many customers, but would 
always be under threat by variability in weather, and vegetables’ short shelf 
life meant delivery was needed at least weekly, or even more frequently. This 
meant that in choosing which farmers should link with which customers, 
the project team needed to consider farmers’ capacity individually and col-
lectively to meet the specific requirements of each potential customer. As 
we discuss under ‘Build Partnerships’ below, this is a key component of 
applying VCT, because you need to think whether potential suppliers and 
customers have compatible attitudes, skills, resources and motivations to 
work together cooperatively.   

  Create value 

 The second piece of the jigsaw is ‘create value’. By this we mean very specif-
ically ‘value’ as defined by what customers and especially consumers want. 
Having established this, only then should chain members collaborate to pri-
oritise their mutual resources of time, money and skills to create this value 
precisely, consistently and efficiently. 

  Critical Control Points of Value 
 The first step is to identify where and how each influential attribute is cre-
ated across the chain. We call these the Critical Control Points of Value, 
since they are those essential inputs and activities which positively or nega-
tively affect each of the product or service attributes that create value for 
consumers and customers. If chain members are to align themselves with the 
needs of their target market, they need a collective commitment to  deliver 
these attributes, and then an individual focus on those critical inputs and 
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activities for which they are responsible. As we explain in Part 2, the ob-
jective of Value Chain Analysis (VCA) is to identify these inputs and activities 
through consumer research, chain member interviews and mapping the 
chain, and then to recommend ways to upgrade them. 

 The first step in identifying the Critical Control Points of Value is to map 
the chain in order to identify every input and activity. Most effectively, this 
is done by ‘walking the chain’, with the project team visiting each member 
of the chain and asking them to explain what they do. However, if this is im-
practical – for example, for export chains – or unaffordable, then it can be 
completed through workshops or remote interviews.  Table 1.4  is an example 
of a value chain map prepared by Nicholas Amartey for his Australia Awards 
project on Ghanaian tomatoes. 3  It is worth studying the map in detail be-
cause it will highlight the depth of understanding required. It is very likely 
that you, your colleagues and chain members will know bits of the chain very 
well, but in our experience no one knows the whole chain in enough depth. 
That is why projects that improve only one part of a system, without under-
standing the whole system, can end up with disappointing results. 

      Having mapped the whole chain, each product attribute which creates 
value needs to be traced to its sources, remembering there can be several 
inputs and activities across the chain that will positively or negatively affect 
each attribute.  Table 1.5  is an example of Critical Control Points of Value 
from Rosemary Wanasunia’s analysis of a Kenyan caged-fish value chain. 4  
Please do not skip over the table just because fish may not be a product 
that especially interests you. Instead, consider how Rosemary unpicked each 
product attribute into its value characteristics, and then tracked those back 
to the inputs and activities which contribute to the attribute. As you will 
read in Part 3, where Rosemary’s project is explained in more detail, identi-
fying these sources of value gave her the priorities for upgrading the chains 
she was supporting. Her successful analysis led to investment in the chain 
which resulted in a more than 700% increase in profitable production. 

     As a third example, we return to Sheila Apopo’s project on Kenyan in-
digenous chickens that we highlighted in the previous section. Again, it is 
worth studying carefully how she comprehensively traced each character-
istic highlighted in her consumer research back to its source ( Table 1.6 ). This 
involved both a literature review and consulting technical experts to ensure 
she understood the key factors correctly. As you examine her conclusions, 
you should begin to see how these will result in practical recommendations 
for members of the chain. Since farmers were responsible for most of the 
critical control points, this example reveals that following her recommenda-
tions would enable farmers to create value and so be in a stronger nego-
tiating position with processors and retailers. Sheila’s recommendations 
extend to policy, because she identified an affordable but trusted trace-
ability system as a source of value for three intangible attributes: food safety, 
 production system and origin. Accordingly, launching and enforcing such a 
system offered a way for governments and NGOs to help chain members 
create value and so improve their livelihoods. 



13
O

ur A
pproach to Value C

hain Thinking and A
nalysis

Inputs Farmers Middlemen

Seeds, variety chosen 
based on growing 
conditions, shelf-life, 
climate and disease 
resistance

 Equipment: twine, 
plastic mulch, hoe, 
fork, tiller, irrigation 

 Chemical and organic 
fertiliser, poultry 
manure, herbicide 
and insecticide 

 Electricity 
 Diesel 
 Packaging: wooden 

boxes, aluminium 
pans, baskets 
for market or 
plastic crates for 
supermarkets 

 Labour 
 Transport 
 Water: river, dam, rain 

and mains 

Prepare land: mechanical 
tilling and hoeing

 Plant seedlings: 3-week 
intervals 

 Fertilise 
 Spray 
 Irrigate: sprinkler and 

hand watering 
 Control weeds: mulch and 

hoeing 
 Harvest, but little sorting 

and grading because no 
price differentiation 

 No storage capacity 
 Transport to customers at 

farmers’ expense 
 Little cooperation among 

farmers 
 Sell to wholesalers, retailers 

and direct to consumers 
 Prices negotiated, but only 

by volume. However, 
some farmers are preferred 
suppliers because of 
quality of produce 

Order weekly
 Receive produce in 

wooden boxes, repack 
for some retailers 

 Sort for ripeness to 
suit customers and 
transport times 

 Import tomatoes, 
especially outside 
the domestic season, 
when prices can 
double 

 Provide credit to loyal 
customers 

 Table 1.4.      Mapping a Ghanaian tomato value chain. Table courtesy of Nicholas Amartey.  

Wholesalers Retailers

Order weekly, buying direct 
from farmers as well as 
middlemen

 Grade against agreed 
standards and reject 
lower quality produce. 
Supermarket standards 
vary, and are less strict 
off-season, but are still 
demanding around 
colour, ripeness and no 
blemishes 

 Re-pack into plastic crates 
for some customers 

 Payments received from 
institutions 2 weeks 
after delivery; 
supermarkets’ terms 
vary from next day to 
2 months 

 Increasingly want to 
trace supplies to 
farmers and know 
where and how crop 
was grown 

Order weekly
 Check deliveries 

against agreed 
standard, although 
often need to be 
more relaxed in off-
peak season 

 Repack into retail 
format, which 
varies depending 
on whether a 
supermarket, small 
store or market stall 

 Sell to shoppers 
 Pay suppliers on agreed 

terms 
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     There are more examples of Critical Control Points of Value in the case 
studies listed in Part 3.  

  Value-based pricing 
 Identifying the Critical Control Points of Value reveals which activities chain 
members need to improve in order to create value. However, to motivate this 
improvement and then sustain those practices and attitudes which create 
value, chain members need to be rewarded explicitly. This means that the 
price they receive must reflect the extent to which they contribute to those 
product attributes which are most important to consumers, and the ser-
vice standards (consistency, reliability etc.) which are most important to 

 Table 1.5.      Critical Control Points of Value of farmed Tilapia in Kenya. Table courtesy 
of Rosemary Wanasunia.  

Product attribute Valued characteristics Sources of value

 Freshness Pure red gills, fi rm skin, fi shy 
scent/odour

Whole of chain in speed of 
delivering fi sh to market, and 
chilling and grading

 Size Fleshy appearance (high ratio 
of fl esh to bones)

Quality of fi ngerlings
 Affordable quality feed 
 Producer practices, such 

as feeding regimes, cage 
management and grading 

 Health and 
Hygiene 

Handling of fi sh, water used 
for cleaning, display of 
merchandise and hygienic 
market environment

Whole chain, especially 
transporting and storing fi sh 
under chilled conditions

 Price Affordable Whole chain effi ciency
 Colour Prefer light colour Genetics

 Producer practices, especially 
stocking density 

 Sex and shape Consumers prefer females, 
who have smaller heads and 
are considered tastier

Hatchery, through mono-sex 
egg production

 Genetics 
 Forms of 

processing 
Fried, smoked, sun dried and 

fi lleted
Retailer, for example, using 

wood rather than charcoal 
produces better tasting fi sh

 Nutritional 
quality 

Fatty acids such as omega 
oils and their association 
with brain development. 
Benefi ts to those with 
lifestyle diseases such as 
hypertension

Genetics

 Origin Production system (capture, 
cage and pond)

Producer production practices
 Traceability 
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 Table 1.6.      Critical Control Points of Value for indigenous chicken in Kenya. Table 
courtesy of Sheila Apopo.  

Product 
attribute Valued characteristics Sources of value

 Taste Full fl avoured so there is 
no need to add spices 
(unlike ex-layers, 
broilers or the improved 
breeds)

Selecting breeds, since they 
contain different levels of fl avour 
precursors, leading to various types 
and concentrations of volatile 
compounds that affect taste and 
aroma

 Supplement scavenging with feed 
high in amino and fatty acids and in 
carbohydrates. This requires building 
farmers’ capacity in feeding and 
nutrition 

 Food safety No growth hormones 
nor unnecessary use of 
antibiotics

Aggregating only healthy chickens
 Providing vitamins to reduce chicken 

stress and mortality 
 Maintaining biosecurity measures, 

hygiene and fumigation of poultry 
houses to minimise disease and 
unnecessary use of antibiotics; 
adhering to the withdrawal period of 
antibiotics 

 Feeding birds with balanced rations to 
attain growth, eliminating need for 
growth hormones 

 Employing an affordable but trusted 
traceability system 

 Colour of skin 
and shank 

Yellow, because it is 
associated with more 
nutrients, and ensures 
yellow meat and soup/
sauce colour

Selecting breeds: yellow skin is related 
to an allele (a gene), meaning 
the potential to deposit yellow 
carotenoids in the skin is partly 
genetic

 Proper nutrition: diets enriched with 
carotenoid pigments (e.g. sweet 
potato vines, carrots, dark leafy 
greens); vegetation containing 
xanthophylls (e.g. papaya) which 
are deposited in subcutaneous 
fats, increasing carcasses’ colour 
intensity, and so of the cooked broth 

 Farming practices: skin colour intensity 
increases in slow-growing, free-
range birds 

Continued
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Product 
attribute Valued characteristics Sources of value

 Low fat High ratio of fl esh to fat: 
should not be too fatty, 
especially legs, which 
otherwise suggests it is not 
an indigenous chicken

Selecting breed
 Nutrition: match feed consumption to 

energy requirements, because excess 
energy is stored mostly as fat 

 Size 1.2–1.5 kg dressed weight 
and 2–3 kg live weight

 Non-protruding keel bone 
in dressed chicken 

Selecting breeds
 Proper balanced rations 
 Selecting suitable slaughter weights 

 Convenience Some consumers want 
particular cuts, not 
whole birds

Butchering by processor or retailer

 Freshness and 
shelf life 

Birds should retain yellow 
pigmentation and not 
turn to a deep red 
pigmentation when 
stored

Not subjecting bird to stress prior 
to slaughter, and proper bleeding 
afterwards

 Production 
system 

Free range Using free-range systems
 Employing an affordable but trusted 

traceability system 
 Nutrition 

and health 
benefi ts 

Higher protein content, 
lower fat content and 
favourable fatty acid. 
White meat benefi ts 
for those with lifestyle 
diseases, such as 
hypertension

Genetics
 Free-range production 

 Retailers’ 
service 

Retailing/slaughtering 
practices to assure 
shoppers that birds are 
genuinely indigenous 
chicken

Employing an affordable but trusted 
traceability system

 Slaughtering live birds in front of 
shoppers 

 Health of bird No drooping wings; 
alertness; no diarrhoea 
at the vent area; no 
mites on feathers and 
skin

Farming practices: isolate and treat 
sick birds to prevent mass infection; 
adhere to vaccination schedule of 
cyclic diseases; routine management 
practices such as fumigation of 
houses; deworming; use of dust 
powder; cleaning and disinfecting 
drinkers and feeders

 Age of bird Cock: no long, protruding 
spur, nor big comb

 Hen: not have laid more 
than 2 cycles 

Synchronise production, and stock 
birds of same ages together

 Keep records of when birds hatched to 
know exact age 

 Weigh birds 

Table 1.6.  Continued.

Continued
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customers. This happens through value-based pricing, which is the essential 
change from paying suppliers by volume/weight to paying them for quality. 
Value-based pricing is the mechanism by which the revenue created by 
delivering greater value to consumers flows back up the chain to improve 
the livelihoods of upstream chain members. In other words, this is how the 
bigger pie is divided into larger slices for all chain members. 

 It is important to remember that there are also a range of non-price-
based incentives which may contribute to sustaining VCT behaviours, such 
as long-term commitments by customers, or the provision of advice, ser-
vices, inputs and credit. In value chain improvement it is very common to 
see suppliers rewarded for upgrading their activities by a combination of 
financial and other benefits. Conversely, continuing to pay just by weight 
or volume merely encourages a return to focusing on increasing yield rather 
than creating value, and sometimes a return to suppliers trying to mislead 
their customers.   

  Reduce waste 

 Waste shrinks the size of the pie, and so undermines the chain’s efforts 
to work together to create value. Often, each chain member tolerates a 
certain amount of waste as inevitable and acceptable, however, we have 
found that the full extent of this waste is very rarely understood because 
no one examines the levels of waste across the whole chain. For example, 
in a study of peaches in Canada, our colleague Dr Martin Gooch found 

Product 
attribute Valued characteristics Sources of value

 Origin Some consumers believe 
that indigenous chicken 
with the desired 
attributes are only 
found in rural areas of 
Western and Eastern 
regions

Employing an affordable but trusted 
traceability system

 Plumage 
colour 

Multi-coloured, owing 
to varied cultural 
perceptions and 
superstitions

Selecting breed

 Price Cock: Ksh. 1000–1,500*
 Hen: Ksh. 800* 
 *live weight prices 

Effi ciency across the chain in feeds, 
drugs and vaccines, chicks, 
brooding, housing, transport, 
packaging and storage

Table 1.6.  Continued.
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that 62% of fruit grown in the orchards never reached consumers ( Fig. 1.5 ). 
If  you could halve that waste, you would double the revenue into the 
chain. Even if there were some costs to reducing waste, the pie would 
almost certainly get bigger. So, reducing waste is a key piece of the Value 
Chain Thinking Jigsaw. 

  Waste has numerous causes, including incorrect inputs; pests, diseases 
and weather; mortality of livestock or failure to harvest; poor packaging 
leading to damage; spillage; degradation; and failure to balance supply 
with demand. Accordingly, you can use the same process for identifying 
the Critical Control Points of Waste as you did for Critical Control Points 
of Value, by investigating where and how much waste arises at every point 
along the chain, and tracking these to their root causes. For example, 
waste at the retailer might be partly due to poor handling or storage up-
stream; postharvest grading waste might be due to poor harvesting pro-
cesses on-farm, or poor packing and transport practices. Then, you can 
make recommendations to reduce waste and avoiding shrinking the size 
of the pie. There are many affordable ways to reduce postharvest waste, 
but rather than illustrate any here, we strongly encourage you to read  100 
Under $100 – Tools for Reducing Postharvest Losses  by Betsy Teutsch and 
Dr Lisa Kitinoja (2019), which is available as a free download. It provides 
wonderful ideas across different fruit, vegetable, grain and pulse chains 
and includes links to videos and teaching tools to help put the ideas in 
practice. 

 When you are investigating waste along a chain, it is important to 
remember that waste is not just when the product is not consumed. Waste 
also includes:

•    unnecessary activities, for example duplication of grading along the 
chain because it was not done correctly the first time;  

•   applying unnecessary or excessive inputs;  
•   product going into storage because too much was produced for the 

demand at the time;  

Grown: 100 tonnes

Sold to consumers: just 38 tonnes

orchard grows

100tonnes

Farmer

harvests

80% of

production

Packer
grades

supplies, and

sells 70% of

fruit received

Distributer
incurs 10%

waste, for

example from
fruit which

becomes too

ripe to sell

Retailer incurs

25% waste within

its distribution

system and from
fruit which is not

sold before it

becomes too ripe

 Fig. 1.5.      Cumulative waste across a Canadian peach supply chain. Diagram 
courtesy of Martin Gooch using iStock images.    
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•   any product which sells for a lower price than it could sell for if distrib-
uted elsewhere; and  

•   making a product better than it needs to be.  

   This last one also requires attention because there is no point spending time 
or money making a product really good if shoppers and consumers would 
have happily settled for less.  

  Build partnerships 

 The final piece of the Value Chain Thinking Jigsaw is ‘build partnerships’. 
Why does this matter? Because usually the Critical Control Points of Value 
are spread across the whole chain, including key inputs like genetics and 
packaging, and activities undertaken by every member of the chain. This 
means that addressing Critical Control Points of Value requires chain mem-
bers to act in interdependent ways, with everyone needing to play their part. 
So strong partnerships are essential to creating more value, and also to 
distributing the resulting higher revenue by ensuring that the additional 
income flows back up the chain to where greater value was created – often 
by smallholder farmers. This is how, having increased the size of the pie, it 
is divided into larger slices for everyone. There are also a range of practical 
advantages from building partnerships. For example, cooperative relation-
ships involve sharing information rather than withholding it as a source of 
power. Engaging in more open communication contributes to a value chain’s 
competitiveness by facilitating it members to:

•    increase their effectiveness by focusing on what matters most, i.e., what 
is most valued by different customers and consumers;  

•   increase their efficiency by managing the flow of product to minimise 
costs, inventory and waste;  

•   accelerate their responsiveness in reacting to dynamic markets (being 
quicker to respond to opportunities), for example by developing new 
products and processes; and  

•   reduce uncertainty and risk of supply by discussing potential problems 
and preparing contingencies.  

   Strong partnerships are hard to develop, so forming collaborative, high per-
forming value chains is a challenge. However, when chain members work 
together in partnership, their success is very hard to copy, so by building part-
nerships they create a resilient advantage over their competitors. Partnerships 
evolve; they do not happen immediately. Our colleague Dr Martin Gooch 
illustrates the evolution of partnerships from fragmented to collaborative 
in  Fig. 1.6  (Value Chain Management Center, 2012). When investigating 
any chain, it is important to understand what point along this journey each 
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link in the chain has reached, because if the chain is broadly cooperative or even 
already collaborative, then your recommendations can be more ambitious than 
if relationships are still largely fragmented, in which case you need to start with 
simple and quick recommendations: ‘start small; small steps’. 

  How do you build a partnership? This involves individually and collect-
ively changing the behaviours set out in  Fig. 1.7 . So, while you will make 
practical recommendations from the VCA (we include many examples in 
Parts 2 and 3), you also need to reflect on potential partnerships’ founda-
tions, which include people’s attitudes and openness to changing their 
behaviour. Not everyone is a suitable partner because some lack the necessary 
capacity. Accordingly, we recommend you use a model created by our col-
league Dr Tony Dunne ( Fig. 1.8 ) to assess whether each existing or potential 
chain member has the necessary combination of skills, resources, motivation 
and attitude. Of course, some of these criteria can be changed – for example, 
you can provide training to improve skills, arrange finance to increase 
resources and adjust terms of trade and prices to increase motivation, but it is 
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 Fig. 1.6.      The evolution of partnerships. Diagram courtesy of Martin Gooch.    
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very hard to change an individual’s attitude or a company’s culture. So, be 
realistic and strict: if someone does not have the commitment to change their 
behaviours as shown in  Fig. 1.7 , then you may well need to replace them in 
the chain, or at least make your initial recommendations very modest to see 
if they will adapt their attitudes and so increase their commitment to change. 

   Another very useful book we recommend is  Including Small-scale 
Farmers in Profitable Value Chains  by Andrew  Shepherd (2016) , which is 
available as a free download. It examines factors contributing to the success 
of six inclusive value chains in Africa, and its insights are readily transfer-
able to other regions. The whole book is worth reading – and it is less than 

Retailers

Input

suppliers

Traders

Farmers

Retailers

Input

suppliers

Traders

Farmers

Compete on price
Independence and self-interest

Flexible, transactional relationships
Short term trading

Suppliers chosen on quality and cost

Farmers are price takers
Opportunism

Limited information sharing

Compete on value
Interdependence, mutual interest by 
sharing risks and rewards
Stable, collaborative relationships
Long term planning
Suppliers chosen for quality, skills, service 
and partnership
Prices negotiated
Commitment
Open communication

 Fig. 1.7.      Changing behaviour from SCT to VCT. Authors’ own diagram.    
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60 pages long – but Chapter 3, ‘How can trust be promoted?’ should be 
mandatory for anyone working with or in value chains! We will not sum-
marise it here, because it might stop you reading the full chapter, and since it 
is only three pages, it is a great investment. In particular, we encourage you 
to review Andrew’s checklist of eight practical suggestions for promoting 
trust every time you make recommendations as part of a VCA. 

 A practical example of why trust is beneficial is in assessing a product’s 
intangible attributes, and hence the price which should be paid to a supplier. 
As explained earlier, products have two types of attributes, tangible ones 
which can be observed, like size, colour and blemishes, and intangible ones 
which cannot be experienced, such as food safety. For these latter character-
istics, customers must trust that their suppliers have complied with require-
ments. For example, John Ogun’s research in Nigeria 5  highlighted that most 
consumers valued a deep yellow colour in egg yolks, and that the colour of 
an egg’s yolk depends partly upon how a chicken is fed. Since yolk colour 
cannot be checked without breaking an egg, it is essential that a retailer 
trusts that farmers in the chain have used the required feed. If they have, 
then the retailer will be consistently selling yolks with the most attractive 
colour, and so shoppers will become more loyal to that retailer, and maybe 
even pay more for their eggs. Similarly, in the absence of a formal certifica-
tion scheme, when consumers value food safety in a product, farmers must 
be trusted to have used approved chemicals, and not to have applied more 
than necessary.   

  Tips for Applying VCT 

 We started by describing how enterprising VCT contrasts with traditional 
SCT, and then explained the four components of VCT in practice. We will 
finish Part 1 with four tips on how to apply the business model. 

 Firstly, our approach operates at an individual and specific value 
chain level because relationships will not be the same in different chains. 
Accordingly, if you generalise your findings and try applying the same 
recommendations to lots of chains, you run the risk that your solutions will 
not always work. Chains that are fragmented need to begin with modest 
improvements, whereas chains which are already coordinated or even col-
laborative can be much more ambitious. 

 Secondly, start by focusing on entrepreneurial farmers, because they 
are the most willing to change practices and behaviours. More conservative 
farmers may follow their lead, but they are very unlikely to be enthusiastic 
innovators, and so their inclusion would risk slowing progress which causes 
more progressive participants to become disheartened and then to disengage. 

 Thirdly, you need to manage vulnerable chain members’ exposure to 
taking too much risk. Therefore, we encourage you to follow the principle 
of ‘start small; small steps’. For example, begin with small/pilot chains, and 
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where necessary with recommendations which tackle the low-hanging fruit. 
Also, when working with smallholders, recognise that there needs to be a 
balance of production between:

•     crops for consumption  to feed farmers’ own families;  
•    crops for cash  to generate income for essential expenditure; and  
•    crops for value  to explore ways of increasing income having satisfied 

their most critical needs.  

   Finally, be optimistic! Between us, we’ve worked directly or through men-
toring others in more than 30 countries, and our experience is that VCT 
always exposes new opportunities, if you look for them.   

  Notes 

    1.   A summary of Sheila’s project and a video explaining what her analysis 
revealed is available free at https://vcamanual.com/sheila  
  2.   Reports and training materials from the project ‘Improving income 
and nutrition in Eastern and Southern Africa by enhancing vegeta-
ble-based farmers and food systems in peri-urban corridors’ are available 
free at  https://vcamanual.com/vinesa   
  3.   A summary of Nicholas’ project and a video explaining how he con-
ducted his fi eldwork and analysis is available free at https://vcamanual.com/
nicholas  
  4.   Rosemary’s project is explained in more detail in Case Study 1 in Part 3, 
and a video and brochure of her work is available free at https://vcamanual.
com/rosemary  
  5.   A summary of John’s project is available free at https://vcamanual.com/
john     
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