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Global Value Chains:
Governance and Enablers



  Quest for efficiency  in production and
distribution. (Price competition)

Fragmented (global) consumer tastes

Global supply of raw materials & global
consumers with counter trends of LOCAL,
NATURAL & SUSTAINABLE  food supply.

Global Value Networks: Drivers
The Food Industry



 Number of activities add value to food
as it moves from field to fork.

 Traditional roles outsourced, vertically
integrated, shed to whole new types of
companies.

Horizontal mergers to achieve  
competitive scope and scale.

Started with Wal*Mart-> Retails merged ->
manuf. merged -> farmers merged

Global Value Networks: Boundaries of
“who does what” keeps moving
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Global Value Networks:
How power has changed in Food Industry

DominantRapidly
declining

DecliningVery Minor1980-
2000

MinorDominantDominantMinor1960-
1970

MinorMajor in
many trades

DominantDeclining1900-
1950

Very MinorMajor in
Few trades

MinorDominant-1900

RetailersWholesalerManufacturerFarmersPeriod

Source: C. von Schirach-Szmigiel, Unilever Board Member



Global Value Networks:
Restructuring Drivers in the Information Age

Source: C. von Schirach-Szmigiel, Unilever Board
Member

Sequential &
Overlpping
Advantages

Seek Sustainable
Advantages

Competitive
Strategies

BundlingDiscrete PricesPrice Configurations

Value and DelightValue and satisfactionCustomer
Expectations

MobileStableProduct configurations

Mass
 Customization

StandardizedProduct Features

Information AgeIndustrial AgeDimension



1. Farmers       Food Food sales      Retailers      Consumers
  Designers         Trackers

2. Farmers      Manufacturers      E- Retailers            Consumers
    Physical

                Distributors

3. Going Back to Farmers – the story of the value of an egg in Denmark
Egg   Danish Egg     Aunty Em’s     Hen Ruth’s     Hug, Pet and 

      egg   egg            Pick your egg
Kroner   1 2       4                      8                        20

New Value Chain Structures
 in the Food Industry

Source: C. von Schirach-Szmigiel, Unilever Board
Member



 Information Age technology:
Internet/Communications

New Logistics Companies (C.H. Robinson)
Third Party Quality/Safety Auditors

New technology (RFID, Genomics)

Global Food Supply

Mergers and Acquisitions

Global Value Networks: Enablers



Retail: Consolidation into <5 international
companies (Only Wal*Mart is large outside U.S.)
          –Yet all retail is local  and independents are growing

Retail and wholesale merge --> self distributing
retail

Bifurcation of Retail into PRICE sellers and
EXPERIENCE sellers

Outsource procurement and transportation to
logistics companies

Global Value Networks: Organization



Manufacturers: Mergers for strategic sales and
dominant position in some field (i.e. Pepsi buys Quaker
for Gatorade,  sells Tricon restaurants)     (General Mills
sells Darden restaurants, buys Pillsbury to increase
supply for more restaurants)

Manufacturers: Divestment to try and find core
competence and/or spread risk (Kraft & Philip Morris)
(Grand Met (Diagio) buys , then sells Pillsbury to
concentrate on liquor).

 Manufacturers, Retailers and Foodservice Co.
establishing locations in Asia, S.A. etc.

Global Value Networks: Organization


