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Executive Summary
This report presents a sector‐specific analysis to build on the agri‐food assets of Stormont, Dundas
and Glengarry (SDG). It updates our 2010 report, Toward a Bio‐Processing Eco‐Industrial Alliance.
SDG’s greatest strength is its concentration of agri‐food businesses, first among Eastern Ontario’s
13 counties. Together with neighbouring Prescott‐Russell and Leeds & Grenville, the three dominate
agriculture and food processing with over 40 percent of the region’s 6,000 agri‐food businesses. The
region’s greatest need is to augment the marketing and distribution resources of its many small and
medium‐sized producers and processors.
A small initial step is a food hub to meet the growing demand for fresh, local meat and produce to
better serve a contiguous market of over 340,000 people, including the City of Cornwall. Prescott‐
Russell has already worked with SDG to offer some of the services of a food hub, such as promotion
of local products through the Réseau Agroalimentaire de l'Est ontarien/Eastern Ontario Agri‐Food
Network.
However, the hub can be leveraged by an active Advisory Board to serve as an umbrella organization
to pursue broader initiatives. In particular, agriculture and food processing are mature industries that
can disproportionately benefit from applying advances in sectors such as information technology.
Comprising local business representatives, the Board would identify and pursue the best
opportunities.
This effort would complement the Réseau Agroalimentaire de l'Est ontarien/Eastern Ontario Agri‐
Food Network by addressing the full marketing mix: product/technology, price, and place, as well as
promotion. Product strategies outlined include support of emerging value chains such as wine and
beer; product differentiation to improve revenues; and distribution to increase the market access of
small and medium size companies (SMEs).
The bottom line is an increase in producer and processor revenues estimated at $25 to $57 million in
SDG alone, about 1.3 to 3.0 percent of cumulative sales along SDG’s agri‐food value chain in 2015.
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I.

Introduction

This report lays out a plan for the United Counties of Stormont, Dundas and Glengarry (SDG) to build
on regional agriculture and food processing assets. It expands on our 2010 report, Toward a Bio‐
Processing Eco‐Industrial Alliance.
The first report was a feasibility study: a situation analysis and preliminary implementation plan to
create a regional alliance with many characteristics of a cluster (see opposite). The cluster would
comprise players associated with agriculture and food processing: from small and medium
enterprises (SMEs) to branch operations of multinational enterprises (MNEs). Related institutions in
the cluster would be affiliated with education, research and government services such as labs.
Clusters can generate additional regional revenues by matching material and energy flows,
addressing value chain gaps, extending downstream processing opportunities and realizing new
product potential. The 2010 report detailed twenty‐nine such possibilities that were identified with a
group of local companies. Twenty‐some centred on Natunola, Tri‐County Protein, Laflèche
Environmental Services, Canadian Resin Recovery, and Lang Farms. (The status of each company is
updated in Chapter Five.)
This update goes beyond the original work to analyze the underpinnings of SDG’s agriculture and
food processing value chain, in particular: the supporting products, services, and institutional
infrastructure that impact the effectiveness and efficiency of primary producers and processors.
Doyletech interviewed many of the companies that participated in 2010 and new players identified in
consultation with SDG’s economic development officers.

Clusters are geographic
concentrations of
interconnected companies
and institutions in a
particular field. Clusters
encompass an array of linked
industries and other entities
important to competition.
They include, for example,
suppliers of specialized
inputs such as components,
machinery, and services, and
providers of specialized
infrastructure. Clusters often
extend downstream to
distribution channels and
customers; and laterally to
manufacturers of
complementary products and
to companies in industries
related by skills,
technologies, or common
inputs. Finally, many clusters
include governmental and
other institutions‐‐such as
universities, standards‐
setting agencies, think tanks,
vocational training providers,
and trade associations.
Porter, M.E.
"Clusters and the New Economics of
Competition" Harvard Business Review
November‐December 1998

This brief introduction serves to put our report into context and to lay out the structure of its
contents. Chapter II outlines the value chain model used to analyze opportunities. Chapter III
presents a global and regional overview of the agriculture and food processing value chain; it
summarizes important macroeconomic data on the recent evolution of agriculture and food
processing in SDG. Chapter III concludes with an outline of our methodology. Chapter IV presents a
retrospective on the evolution of companies and opportunities addressed in the original study. In
Chapter V, we summarize the results of interviews with 33 organizations that participated in this
study. Chapter VI summarizes the opportunities to build on SDG’s agri‐food assets. The seventh and
concluding chapter presents an update of the action plan from the 2010 report.
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II.

The Agri‐Food Value Chain

This analysis of SDG’s agriculture and food processing cluster builds on value chains, the backbone of
economic development.
Value Chains
What are value chains?

Value chains are economic structures that transform more basic resources into goods and
services worth more than the sum of their inputs.

How do they add value?

They integrate all the activities required to conceive, make, apply and support products and
services that better meet society’s wants and needs.

What are these activities?

There are two distinct kinds of activities: direct and supporting.

In companies:

Direct activities are the ‘hands‐on’ work that literally makes goods and services: e.g., procurement,
receiving, production, sales, shipping and distribution.
Supporting activities are ‘behind the scenes’ efforts that increase the effectiveness and efficiency
of direct ones. Examples include: R&D, marketing, IT and accounting.

In industries:

Direct activities integrate the outputs of many other industries: e.g., autos use the products of the
glass, rubber, metals, electronics, software, machine tool and petroleum industries.
Supporting activities are very broad: they include industry, professional and trade associations,
educational institutions, standards and regulatory bodies. For example, the value we derive from
autos depends on multiple supporting inputs such as servicing, aftermarket retail, finance and
insurance as well as infrastructure such as road construction and maintenance, parking lots,
shopping centres and drive‐thru retail.

How are modern value chains different from a generation ago?
Then, value chains were more self‐sufficient, stand‐alone structures such as the family farm and the vertically‐integrated
company. Today, globalization has remade them into highly distributed, interconnected webs of specialized producers,
reliant on extensive infrastructure from intercontinental supply and transport to global banking and the Internet.

The agriculture and food processing value chain can be visualized as a layer cake made of three
interconnected levels.
1. The top level provides the most basic resources: direct inputs such as seeds, fertilizer and animal
nutrition. Primary producers use these inputs to create raw outputs such as grain, poultry or milk.
Processors add further value by transforming these primary outputs into goods like bread, broiler
chickens and cheese. Retailers add more value by offering consumers convenient access to an
extensive choice of raw, prepared and packaged foods. Restaurants incorporate more value‐
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added through atmosphere, creative cuisine, service and complementary products such as
beverages. Below, Figure 2.1 shows the top layer1 of the wine industry value chain.
Figure 2.1: The Top Layer in the Wine Industry Value Chain

2. A second, underlying level comprises supporting value chains that provide specialized goods and
services to the top layer. Examples include GPS/GIS2 to optimize crop inputs, software to
maximize truck turns for warehouses; and advanced packaging that lengthens shelf life. Other
specialized inputs include process machinery, food additives such as antioxidants; and marketing
and branding.
3. The bottom layer of the cake is the foundational framework that shapes transactions, practices
and interconnections along and between levels. It profoundly affects how well clusters integrate
resources; it is the ultimate determinant of wealth creation. Highly visible examples include the
provision of essential services such as electricity, communications and transport infrastructure
and the regulations governing them. Examples of less visible factors include established
procedures, conventional wisdom, market access and capital availability.

The cluster’s most powerful
value contribution is its
collective capability to
integrate resources along
value chains and between
the layers.

This third layer comprises the many structures, both public and private that interact to determine
‘the rules of the game,’ deeply affecting the overall performance of the cluster. Such structures
include trade and professional organizations, large companies, provincial and federal ministries

1

Value Chain Tool Kit, Government of South Australia, available at
http://www.pir.sa.gov.au/valuechains/value_chain_toolkit (accessed November 15, 2014).
2
Global positioning systems/geographic information systems.
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such as the Ontario Ministry of Agriculture, Food and Rural Affairs (OMAFRA) and Agriculture &
Agri‐Food Canada (AAFC), and local and regional government.
In a nutshell, the cluster’s most powerful contribution to value creation is its collective capability to
integrate resources. It is this fusion of more basic inputs to make higher value goods and services that
is the determining factor in creating wealth. Individual firms gain from being embedded in the
cluster; i.e., they benefit from the external economies of scale created by the cluster as a whole.

The cluster creates external
economies of scale; individual
firms benefit by being
embedded in its dynamics.

Figure 2.2 on the following page presents a generalized high‐level overview of these three layers of
the agriculture and food processing value chain in Stormont, Dundas and Glengarry. For each level,
typical examples of the many different types of players are shown.
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Figure 2.2: Generalized SDG Agriculture and Food Processing Value Chain
The Core

Specialized Supporting Activities

Social & Organizational Asset Base
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III.

An Overview: Agriculture and Food Processing

We begin with a snapshot of the worldwide agri‐food value chain and the relative importance of its
direct and supporting activities. In the second section, we summarize macroeconomic data on the
evolution of SDG’s agri‐food value chain and the growth of its agri‐businesses compared to that of
Eastern Ontario’s 13 counties. This chapter concludes with an outline of our methodology to analyze
the region’s agri‐food asset base and enhance its capability to increase regional wealth creation.

3.1

A Global Overview

Worldwide, the food and beverage value chain generated cumulative revenues of more than
US$21 trillion in 2011.3 Many of the major (blue) and supporting actors (grey) are shown below in
Figure 3.1.
Figure 3.1: Generalized Global Food and Beverage Value Chain: Revenues (US$B)

The revenues of primary producers (Agricultural Production, $3,917 billion in the above figure)
account for just a fraction of cumulative revenues ($21,638 billion) which are over 5.5 times the sales
of primary producers.

3

“Global Overview of the Protein Ingredients Market,” Frost & Sullivan. Presented at Global Food Forums, Inc.’s,
2013 Protein Trends & Technologies Seminar, April 2013.
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3.2

Stormont, Dundas and Glengarry (SDG)

The 2011 revenues of primary producers in SDG are $378.8 million (see Figure 3.2, below), estimated
to reach $464 million in 2015.4 Using the revenue structure of the worldwide global food and
beverage value chain (above) to estimate cumulative agri‐food revenues in SDG indicates that 2015
sales along the region’s value chain could potentially be some $2.6 billion (~5.5 X sales of primary
producers).
Figure 3.2: Revenues and Expenses of Primary Producers in SDG

Total farm capital ($M)

$ 1,822.00

$ 2,563.90

40.7

% of
Ontario
2011
3.0

Gross farm receipts ($M)

$

294.40

$

378.80

28.7

3.2

$11,890.80

Total farm operating expenses ($M)

$

228.50

$

292.30

27.9

2.9

$ 9,965.90

$

28.90

$

37.40

29.4

2.8

$ 1,329.90

$
27.80
$
26.10
$
86.50
$54,850.00

18.3
18.6
31.3
50.7

2.0
3.0
4.5
148

$ 1,371.40
$ 876.90
$ 1,924.90
$37,052.00

The United Counties of Stormont,
Dundas & Glengarry

Feed, supplements, hay ($M)
Wages ($M)
Energy (fuel, electricity) ($M)
Total farm income ($M)
Average farm income ($)

2006

$
23.50
$
22.00
$
65.90
$36,388.00

2011

Growth
%

Ontario
2011
$85,703.30

Source: Based on both the 2006 and 2011 Census of Agriculture by Statistics Canada. Some numbers have been calculated from the Statistics Canada data,
namely: Average Area of Farms, Total Farm Income, and Average Farm Income.

However, unlike global value chains, their regional counterparts are incomplete with gaps upstream,
midstream, downstream (see Figure 2.1) and in supporting activities. For example, Alltech’s
Alexandria plant produces animal nutrition that is 60 percent soy (produced locally). However,
Alltech’s soy is imported from the U.S. parent. Parmalat’s Winchester plant processes raw milk that
comes from as far as Peterborough, Ontario in the west to Victoriaville, Québec in the east and as far
north as Eganville in Renfrew County. Even Tri‐County Protein, a locally‐owned soy crushing
operation refines its raw oil in Georgia and Vancouver because there are no refineries in SDG.

The cumulative 2015 sales
along the SDG agri‐food value
chain are estimated to be
about $1.9 billion.

The bottom line of these gaps is to lower the cumulative sales along the SDG agri‐food value chain to
4.1 times primary producer revenues, i.e., about $1.9 billion (4.1 x $464 million). This is our baseline
estimate for the 2015 cumulative sales of the SDG agri‐food value chain.

4

Applying the 5.2 percent compound annual growth rate for 2006‐2011 to the period 2011‐2015.
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Figure 3.3, below, illustrates trends in regional agricultural production. Although the total number of
farm operators has declined (11.7 percent), average farm size has increased (10.6 percent) and crop
acreage is up (1.8 percent). This is reflected above (Figure 2.2) in higher gross farm receipts of $378.8
million (+28.7 percent) and a rise in average farm income to $54,850 (+50.7 percent).
Figure 3.3: Selected SDG Agricultural Statistics for 2006 and 2011
The United Counties of
Stormont, Dundas & Glengarry
Total population
Total number of farm
operators
Total number of farms*
Dairy
Cattle ranching
Hogs and pig farming
Poultry and eggs
Corn and grain
Wheat
Soybean
Hay
Flax
Greenhouses
Maple tree farms
Bee farms
Total land area (acres)
Total area of farms (acres)
Wheat (acres)
Corn (acres)
Soybeans (acres)
Land in crops (acres)
Average area of farms (acres)
Cattle
Dairy cows
Pigs
Poultry
Bee colonies

2006

2011

Growth
%

% of Ontario
2011

Ontario 2011

110,399

111,164

0.7

0.9

12,851,821

2,700

2,385

‐11.7

3.2

74,840

1,811
448
292
19
20
832

1,577
400
518
10
22
795
148
148
198
0
29
74
32
817,631
477,607
9,025
141,295
108,291
357,758
303
69,789
27,057
53,332
675,603
2,116

‐12.9
‐10.7
77.4
‐47.4
10.0
‐4.4

3.0
7.8
4.6
0.8
1.4
4.3
1.1
2.8
3.5
0.0
1.2
2.8
2.8
0.4
3.8
0.7
6.1
4.4
4.0
124
4.0
8.5
1.7
1.3
3.1

51,950
5,131
11,141
1,235
1,619
18,642
13,713
5,250
5,600
38
2,372
2,673
1,138
224,521,498
12,668,236
1,217,328
2,304,057
2,464,870
8,929,948
244
1,741,381
318,158
3,088,646
51,755,766
67,563

154
238
1
22
68
26
494,589
109,929
83,678
351,531
274
85,482
28,643
45,970
512,783
1,931

‐3.9
‐16.8
‐100.0
31.8
8.8
23.1
‐3.4
28.5
29.4
1.8
10.6
‐18.4
‐5.5
16.0
31.8
9.6

* A number of farms are involved in
more than one type of operation.
Source: Based on both the 2006 and 2011 Census of Agriculture by Statistics Canada. Some numbers have been calculated from the Statistics Canada data,
namely: Average Area of Farms, Total Farm Income, and Average Farm Income.
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Developments in each of SDG’s major agricultural sectors are outlined below.
Field Crops: Corn and soy dominate with almost 70 percent of 2011 crop acreage. Their combined
acreage has grown by almost 30 percent since 2006. Although no wheat production was recorded in
2006, it has grown to over 9,000 acres. Province‐wide, there are 28,000 growers of corn, soybean
and wheat on 5 million acres, generating over $2.5 billion in farm gate receipts and $9 billion in
economic output: supporting over 40,000 jobs in the province.5
Beef: Ontario's cattle and beef sector creates more than 11,000 jobs and contributes some $4 billion
to the provincial economy. The average Ontario beef herd is 66 cattle,6 about half the size of herds in
SDG.
Dairy: In SDG, the number of cows and farms continues to decline, in line with national trends: fewer
farms with more cows per farm producing more milk per cow. In Canada, from 2005 to 2012, the
dairy herd declined by 11 percent, while total milk production increased by 6 percent, due to better
feeding, disease control, and genetic advancements.7 SDG dairy operations are almost three times
larger than the Ontario average: 174 cows vs. 60.8
Pigs: The number of hog farmers has declined by half as they continue to specialize and grow in size
to gain efficiencies.9 Over 98 percent of Canada’s farms are still family owned and operated. On
average, SDG producers are larger: 5,300 vs. 1,700 hogs.
Poultry: Ontario is Canada’s largest chicken producer and processor, with over 200 million chickens
grown by some 1,000 farms and processed by 1610 primary facilities. Ontario’s eastern counties play a
small role in provincial production of $760 million (2012). For example, the value of chicken
production in Prescott‐Russell was $14.9 million; in Stormont and Glengarry, $8 million: in all,
3 percent of the value of Ontario production. (No chicken production is reported for Dundas.) 11
5

Grain Farmers of Ontario. Available at: gfo.ca/AboutUsMain/AboutUs.aspx. [December 10, 2014].
Beef Farmers of Ontario. Available at: ontariobeef.com/industry/general‐statistics.aspx. [December 10, 2014].
7
Canadian Dairy Commission. Available at: cdc‐ccl.gc.ca/CDC/index‐eng.php?id=3801. [November 24, 2014].
8
Dairy Farmers of Ontario. Available at: milk.org [November 14, 2014].
9
2011 Pork Industry Profile. Available at: ontariopork.on.ca. [November 18, 2014].
10
Robert LaPlante, LaPlante Poultry Farms Ltd.
11
Economic Contribution of the Ontario Chicken Industry, Ontario Ministry of Agriculture, Food and Rural Affairs.
Available at: ontariochicken.ca/pdf/economicstudy.pdf. [December 1, 2014].
6
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Measured by location quotient,12 agriculture is an economic driver in Eastern Ontario, except for
Peterborough, Frontenac, and Haliburton. The following data show both the number of agricultural
businesses and their location quotient13 for each of the 13 counties.
Figure 3.4: Total Agricultural Sector Businesses by Eastern Ontario Counties
Geographic Area
(Counties)
Frontenac
Haliburton
Hastings
Kawartha Lakes
Lanark
Leeds & Grenville
Lennox & Addington
Northumberland
Peterborough
Prescott and Russell
Prince Edward
Renfrew
Stormont, Dundas &
Glengarry
Total Eastern Ontario

Proportion
of Total

LQ
Eastern
Ontario

Class

Businesses
2008

251
19
496
565
300
513
204
523
427
760
272
487

4.2%
0.3%
8.3%
9.5%
5.0%
8.6%
3.4%
8.8%
7.2%
12.7%
4.6%
8.2%

0.33
0.22
0.73
1.27
0.80
0.95
1.17
1.08
0.60
1.53
1.70
1.04

V. Low
V. Low
Low
High
Mid
Mid
High
Mid
Low
V. High
V. High
Mid

217
16
432
486
238
406
175
415
403
685
190
396

35
3
64
79
62
107
29
108
24
75
82
91

15.7%
18.8%
14.8%
16.3%
26.1%
26.4%
16.6%
26.0%
6.0%
10.9%
43.2%
23.0%

1151

19.3%

1.96

V. High

1,024

127

12.4%

5,083

885

17.4%

Businesses
2012

5,968

Net Increase
(2008‐2012)

% Change
2008‐2012

Source: Eastern Ontario Economic Development Strategy, Appendix A, Regional Profile, Miller Dickinson Blais (February 2014).

By far, SDG has the largest agricultural concentration in Eastern Ontario. Together with neighbouring
Prescott and Russell, the two counties represent almost one‐third of Eastern Ontario’s agricultural
businesses. However, both regions have underperformed compared to the average 17.4 percent
growth in the number of Eastern Ontario’s agricultural businesses: SDG (12.4 percent); Prescott and
Russell (10.9 percent). At 43.2 percent, Prince Edward County leads Eastern Ontario.

Both SDG and Prescott and
Russell have not fully shared in
the strong growth in the number
of Eastern Ontario’s agricultural
sector businesses.

12

Location quotient (LQ) quantifies how concentrated a particular industry (agriculture and food processing) is in
each county compared to a larger reference region using the number of businesses in agriculture and food
processing as a measure.
13
Ibid.
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3.3

Methodology

Analyzing the structure of the regional agri‐food value chain is central to our approach: increasing
agri‐food’s capacity to create wealth must build on the backbone of its regional assets. To this end,
we met with each of SDG’s six economic development officers to draw up a preliminary list of those
assets, categorized by their location in the three basic layers of activity that characterize all value
chains (see Figure 2.2):
1.
2.
3.

Primary Production;
Supporting Goods and Services;
Social and Organization Infrastructure.

The first two layers, primary production and its supporting goods and services are necessary, but not
sufficient conditions for value chains to integrate more basic resources to better meet the wants and
needs of end‐users. It is the web of interconnections governed by the third layer, Social and
Organizational Infrastructure that ultimately determines how well the cluster of value chains
interacts to incorporate the multiple inputs that, together, create added value for markets.
In face‐to‐face personal interviews with companies representative of the region’s many value chains,
we drew on their leaders’ insights to assess each company’s specific operating environment and the
broader governance issues affecting their ability to meet the needs of customers. Each interview
addressed five themes:
1.
2.
3.
4.
5.

Value Added: the essence of how producers’ outputs better meet end‐users’ wants and needs;
Outputs: the specific goods and services produced along with any byproducts and waste;
Capacity: a measure of the relative size of the company’s operation;
Inputs: the more basic resources which must be purchased from others – essentially, the most
important items in the cost of goods sold; and
Process: how value is added to inputs.

Throughout the course of these meetings, broader external influences on the company’s ability to
add value were discussed and summarized (Chapter V) to identify key features of the value chain’s
social and organizational infrastructure. In all, 33 interviews were conducted across SDG’s value
chains in the regional agri‐food cluster. These companies are divided into the following two figures:
3.5 (grain and dairy that account for 63 percent of the region’s farms; and 3.6 (others and supporting
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goods and services). All of SDG’s economic development officers were instrumental in identifying and
selecting the most relevant companies for interviews.
Figure 3.5: Grain and Dairy (16 Companies)

Downstream

Grain & Legumes (corn, soy, wheat, beans, peas)

Midstream

Specific Value Chain

Upstream

Positioning
*

x

x

x

Grain (soy feed)

Company

Wanna Make It Farm

x

Tri‐County Protein

x

Derks Elevator & Farm

Grain (soy, corn)

x

BroadGrain

Grain (flax)

x

x

Natunola

Grain (feeds, food soy, buckwheat)

x

x

Homestead Organics

Grain (bulk & packaged dry goods)

x

x

Mountain Path

Grain (mineralized feed)

x

x

Alltech

Grain (feed additive)

x

Grain (bread)

x

x

Lanthier Bakery

Dairy (cheese, milk powder)

x

x

Parmalat

Dairy (cheese)

x

x

Kraft

Dairy (cheese & cheese making supplies)

x

x

Glengarry Cheesemaking

Grain (soy, corn)

x

Dairy Feed

x

Dairy/Meat Production

x

Dairy/Field Crops/Meat Production

x

Fleury Manufacturing

Nutratech
x

Canreg Station Farm
Dundas Federation of Agriculture

* See Figure 2.1 for the relative position in the value chain.
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Figure 3.6: Other and Supporting (17 Companies)

Upstream

Midstream

Downstream

Positioning
*

Beverage (grape wine)

x

x

x

Smokie Ridge Vineyard

Beverage (berry wine)

x

x

x

Strathmore Orchard & Winery

x

x

Beau’s All Natural Brewing

Specific Value Chain

Beverage (beer)

Company

Beverage (hops)

x

Old 4th Hops

Egg Production

x

Egg Farmers of Canada

Egg Grading & Distribution

x

x

Ontario Pride Eggs

x

Long Sault Farmers’ Market

x

x

GroundSoap

Retail
Organic Soap
Maple Syrup

x

x

x

Maple Ridge Farm

Fresh Greens (e.g., basil, kale)

x

x

x

Smart Greens

x

x

Desormeaux Meats & Slaughterhouse

Meat Processing (beef, pork, lamb)
Meat production (chicken)

x

x

LaPlante Poultry Farms

Supporting Goods & Services
Transportation

x

x

Konink Logistics

Waste Disposal

x

x

Laflèche Environmental Services

Software

x

x

Busitech

Economic Development

x

x

x

Prescott‐Russell

Provincial Ministry

x

x

x

OMAFRA

* See Figure 2.1 for the relative position in the value chain.
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IV.

A Retrospective: 2010

The 2010 study identified some 30 potential business linkages in agricultural production and
processing. These opportunities were identified by a core group of local companies including Tri‐
County Protein (TCP) and Natunola. Laflèche Environmental Services, Lang Farms and Canadian Resin
Recovery (a Lang operation) figured among them as well.

4.1 Core Opportunities
A Natunola‐TCP alliance anchored nine opportunities in grain processing to develop new products
and markets. However in 2011, Natunola became a wholly‐owned subsidiary of Advitech: a new
entity named Botaneco.14 A tenth Natunola project involved NRC, Kemptville College, and Maple
Ridge Farm to develop a low glycemic index maple sugar (for the large diabetic market). None of
these projects were pursued by the new owners.
Botaneco brought access to new markets and synergies for Natunola’s flaxseed products. Botaneco
extracts natural oleosomes used in skin and healthcare products. The merger created a personal care
and health food ingredient supplier to multinationals and other companies.15
Tri‐County Protein is an example of using technology to increase value added: it uses a computer‐
controlled extraction process to yield soy meal with a high amino acid profile, high‐protein and high‐
feed conversion. The meal commands a premium price. Refining raw oil to meet food standards
would add further value; however, this represents a $10 to 12 million investment.16
Laflèche Environmental Services had planned to create an Agri‐Eco Industrial Park on 90 acres of its
land to attract companies whose byproducts could be used as feedstock for other companies in the
park. However, Laflèche was acquired by TransForce Inc., a $3.1‐billion company (2012) in the
Canadian and North American transportation and logistics industry.

14

Advitech, now Botaneco, is a health sciences and technology company developing, manufacturing, and
marketing proprietary natural ingredients and formulations for oral and topical applications to improve skin
health.
15
Non‐organic growth for new markets, Ottawa Insight. Available at: cusjc.ca/ottawainsight/?p=2341.
[December 12, 2014].
16
Brian Vandenberg, Tri‐County Protein.
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Lang Farms had hoped to reintroduce flax to SDG through a pilot, potentially anchoring another nine
business opportunities (e.g., see below). Flax was once a large Ontario crop: more than 74,100 acres
in the early 1950s; however, this was reduced to less than 2,470 acres during the last decade.17
Canadian Resin Recovery, another Lang company, was exploring the use of flax fibre as a reinforcing
agent to increase the value of its recycled plastic. Sabic, formerly GE Plastics, was also researching the
use of natural fibres, including flax, in plastic composites. Although flax offers significant weight
savings over glass in reinforcing plastic parts, it provides a lower return to farmers (revenues per acre)
compared to corn and soybeans that have become a yardstick for cash crops in SDG.

4.2 Biofuels
Two biofuel ventures were underway: Canadian Bio Pellet and SwitchGreen. In January 2010, the
Ontario Ministry of Northern Development, Mines and Forestry announced a $5.3‐million grant for
Canadian Bio Pellet to build a wood pellet plant in Ingleside. However, the company could not secure
financing, the grant expired and the land was returned to the township in 2012.
SwitchGreen18 aims to purchase bales of locally produced switchgrass19 for pelletizing to make
biomass fuel. In 2012, crop research was underway. The Conseil pour le Développement de
l'Agriculture du Québec (CDAQ) is part of the Canadian Agricultural Adaptation Program (CAAP) to
genetically improve switchgrass for growing on marginal land in order to enhance its commercial
viability. It has funded work by R.E.A.P. ‐ Canada, an independent research, consulting and
international development organization; this group is working with test plots at Norac Farms in
Valleyfield to develop six new lines of switchgrass better adapted to the shorter growing season
in Eastern Canada.

17

Ontario Ministry of Agriculture, Food and Rural Affairs. Available at: omafra.gov.on.ca/english/
crops/pub811/7other.htm#flax. [October 28, 2014].
18
Formed by David Hendrick, President of Sevita International and Charles Forman, owner of Forman Farms in
Seeley’s Bay.
19
Switchgrass is a perennial warm season grass, one of the dominant grasses native to the North American tall
grass prairie prior to settlement.
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4.3 Other Ventures
Homestead Organics of Berwick is moving to Morrisburg: a $2.4 million project that will eventually
relocate all of the company’s operations to a 27,000‐square‐foot building (over triple the size of the
old site). Over the past 16 years, Homestead has grown from processing about 500 tonnes annually to
7,000 tonnes of organic whole grains. The company’s vision is to become ‘organics central: one‐stop
organic grain processing and sourcing of inputs for organic farming’ including space for small
processors.20
Derks Elevator continues to gradually expand its grain processing and storage, now 9,000 tonnes of
storage up from 7,800 a few years ago. Derks is an innovative operator: the first to roast soybeans in
Ontario and the first to invest in an advanced crop sprayer that allows treating 16 rows of corn in one
pass (the sprayer attachment is 120 ft. wide). The unit’s high ground clearance allows fertilizer
applications at the optimum stages of corn growth, boosting yields (180 bushels per acre vs. the
Eastern Ontario average of 149 bushels per acre).21
Hendrick Seeds, PRO Seeds & Agworks (Woodstock) and Hendrick Agri‐Foods merged in 2012: “to
combine the development of premium soybean genetics, seed varieties and export brands to deliver
the benefits of a fully integrated value chain to farmers and end‐users alike.”22 Now operating as
Sevita International, its domestic seed marketing arm continues under the PRO Seeds brand.
Alltech’s Alexandria plant, one of the world’s largest organic minerals facilities, produces a soy animal
nutrition product combined with essential minerals. It is still seeking a recycling solution for the
approximately forty one‐tonne Super Sacks® per day (woven polyethylene bulk tote bags) that are
disposed to landfill.
Fleury Manufacturing and Packaging purchased a drying plant from previous operator Chinook
Global Limited in January 2008. The gas‐fired rotary drying facility complete with storage tanks,
warehousing, and bagging facilities provides additional capacity under contract to Balchem
20

“Homestead Organics moving to Morrisburg,” The Leader, December 11, 2013. Available at:
morrisburgleader.ca/news/2013/12/11/homestead‐organics‐moving‐to‐morrisburg/. [December 10, 2014].
21
“How to apply nitrogen when the corn is 5 ft. high,” Farmers’ Forum, November 2011. Available at:
farmersforum.com/NOV2011/p4.htm. [December 10, 2014].
22
“Merged Ontario soybean firms rebrand,” Farm Business Communications, AGCanada.com, February 9, 2012.
Available at: agcanada.com/daily/merged‐ontario‐soybean‐firms‐rebrand. [December 10, 2014].
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Corporation to dry and bag 1,000 tonnes of choline chloride, a feed additive. The plant runs at about
30 percent of rated capacity and seeks additional contracts to dry and bag products.
Parmalat Canada’s Winchester plant produces cheese, butter, milk powder and fractionated whey
proteins. It is completing an expansion of butter production and extensive PLC23 automation. It is
representative of the trend to fewer, larger milk processing plants.
Kraft Canada’s Ingleside plant makes 25 kinds of cheese, cut and wrapped for food service and retail
customers in over 100 stock‐keeping units (e.g., sticks, chunks, slices, shredded). This plant has
doubled its output over the past decade. It makes and ships cheese powder for Kraft Dinner to its
Mount Royal, Québec plant. Cream is the highest value byproduct from the operation; whey is dried
to make whey powder, sold for use as filler and as an ingredient in baking and pet food.
Redhead Pantry, a local condiment producer, has gone dormant as the owners determine how to
proceed after the loss of a major Toronto distributor.
Lévesque Apiaries, a small honey producer continues, while GroundSoap, a manufacturer of certified
organic soaps has expanded to larger facilities. GroundSoap continues to import honey since local
production cannot be certified organic.24

4.4 In Summary
Many of the participants in the 2010 study attended a March 22nd wrap‐up meeting at the McIntosh
County Inn and Conference Centre in Morrisburg. This meeting was an initial opportunity to network
and expectations were high for moving ahead to realize the opportunities for regional growth
outlined in the feasibility study. At the time, SDG intended a full‐time director, to have been recruited
by SDG CFDC, to begin building on the feasibility study.
The director would develop a formal business plan to realize the most compelling initiatives. This
would include assistance to firms seeking funding (e.g., from IRAP and SRED). The director would
23

A programmable logic controller (PLC) is a digital computer used for automation of industrial electro‐
mechanical processes, such as control of machinery on factory assembly lines.
24
Not only do plants, the bees' source of nectar, need to be pesticide‐free, so does their entire foraging area.
Organic certification bodies consult with landowners within a five‐kilometer radius of the hives, and regularly
test honey samples to guarantee they contain no pesticide residues or environmental pollutants.

February 2015

Building on Agri‐Food in Stormont, Dundas and Glengarry | 24

have access to a board of advisors drawn from senior local management along the most relevant
value chains in agriculture and food processing. However, changes in the SDG economic development
management team delayed action on the original report.
Without the discipline of a business plan and the oversight of an engaged advisory board, many
potential linkages went unrealized as ownership changed hands over time and companies focused
more narrowly on what they could accomplish on their own.
Toward supporting a renewal and expansion of the possibilities outlined in 2010, this research
focused on entire segments of key agrifood value chains compared to the one‐on‐one opportunities
that anchored the original feasibility study. This broad approach includes estimates of the economic
impact in seven specific value chain segments.
The following chapters summarize the results of discussions in autumn 2014 with SDG business
leaders and the current opportunities to proceed with a comprehensive economic development
strategy, focused on strengthening performance across entire groups of companies.
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V.

Feedback from the Agri‐Food Value Chain

Thirty‐three organizations, mostly primary producers and food processors, were interviewed. Twelve
had participated in the original study; the others were selected based on meetings with SDG’s six
local economic development officers. Prescott‐Russell Economic Development representatives were
interviewed as well in order to identify important business links between the two counties.
The discussions centred on the many factors that bear on companies’ capability to create value for
customers (see Section 3.3). We begin with those affecting the entire value chain: from primary and
intermediate production to making, distributing, and supporting finished goods and services.

5.1 General Issues
Labour is difficult to obtain at all skill levels: high school, science and engineering graduates, electrical
and instrumentation technicians, software professionals and trades. Labour availability impedes
smaller operations.
Large operations such as Kraft and Parmalat experience particular difficulties in attracting
professionals. Software is an area of special concern as plant operations become more automated
through ongoing upgrades.
Information Technology is underutilized. Internet service is inadequate and costly because of a lack
of competition. For example, in grain markets, trades are channeled through central offices because
internet speeds are too slow. Software is generally not designed for farm use. “…It could use more
apps and services that address the needs of business people with specialized needs: like farmers.”25
Even where software is available, it is not fully deployed in small and medium‐size operations, e.g.: in
transport, many companies do not use GPS fleet management or electronic logs.
Transport is expensive in the short‐haul environment of small producers and processors. High prices
compel them to move their own goods. For example, manufacturers truck their own goods to U.S.
border warehouses. Farmers deliver and pick up materials for treatment (e.g., soy for roasting). Both
small and large farms move their own bulk grains. Some deliver directly to the Port of Montreal.

25

“Letting the Cloud Watch Over the Farm,” New York Times (August 4, 2012).
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Capital is described as the most significant resource in short supply. Small companies need guidance
on how to best work with the Community Futures Development Corporations (CFDCs). Medium‐size
companies need to tap more significant sources of funding (e.g., GrowingForward2).26
Financial Services pose difficulties for smaller operations. For example, exchange rate
unpredictability compels lining up suppliers well in advance. To cope, some producers maintain a U.S.
account, tying up scarce funds. Another problem is payment insurance: available from Export
Development Canada, but at rates far exceeding what user experience would justify. The
U.S./Canadian currency exchange rate has a major influence on commodity businesses such as
agriculture. For example, carriers feel the decline in cross‐border business when the Canadian dollar
gains in value; some grain processors were on the verge of shutdown when the Canadian dollar
reached par with U.S. currency.
Electricity is well recognized as presenting many challenges for Ontario. In particular, rates are high
and rising, with billing practices described as erratic. Companies that produce energy as a byproduct
cannot fully utilize generation capacity because access to the power grid faces substation
bottlenecks. In rural areas, distribution problems result in unscheduled power outages and lost
production.
Government Regulation is another long‐standing issue for smaller operations. It diverts significant
resources to interface with multiple agencies. Among those contributing most to the cost of
compliance at the processor level are:








Canadian Food Inspection Agency;
Local Municipalities for Building Permits and Codes;
Ministry of the Environment, Ontario;
Ontario Ministry of Agriculture, Food and Rural Affairs;
Ontario Ministry of Labour;
Pest Management Regulatory Agency (Health Canada);
Technical Standards and Safety Authority (Ontario Ministry of Government and Consumer
Services).

26
This is a five‐year federal‐provincial initiative to encourage innovation, competitiveness and market
development in Canada's agri‐food and agri‐products sector through cost share funding opportunities. For
Ontario producers, funding applications are facilitated through the Ontario Soil and Crop Improvement
Association (OSCIA).
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Larger companies increase staff to cope; smaller companies stretch already thin resources. Plant
expansion projects, in particular, are required to provide multiple engineering reports because there
is no central authority to take overall responsibility for approval. Local and regional authorities need
to help companies to better understand the approval process.
At the farm level, small producers struggle with some 100 pieces of legislation: 70 provincially and 30
federally. Some Ontario examples include: The Clean Water Act (2006); The Nutrient Management
Act (2002); The Drainage Act (1997); The Agricultural Employees Protection Act, (2002); and The
Endangered Species Act (2013).

5.2 Specific Issues
Below we summarize the issues that were raised in interviews with producers and processors.

5.2.1 Primary Producers
Land Prices: Farmers are concerned about the rising price of land and its non‐transparent27 taxation.
“Farm prices nationally have gone up an average of 12 percent a year since 2008, according to Farm
Credit Canada (FCC), a federal Crown Corporation and the largest lender to Canadian farmers. Driving
the rise are record‐low interest rates, improved crop yields and high global commodity prices, inflated
by rapidly expanding demand for food in the developing world. New crops and better farming
techniques are allowing farmers to do much more than ever, so they’re buying up their neighbours to
create larger, more efficient and ultimately more profitable farms.”28

Labour: A perennial issue is the shortage of labour, especially for family operations and during the
harvest season. An innovative response in South Dundas is to offer a high school major in agriculture
that includes placements.29
Technology is often not used or under‐exploited, largely because of affordability and accessibility.
Examples include:
 Airborne or satellite hyperspectral imagery to monitor the development and health of crops;
 GIS/GPS to optimize the application of crop inputs;
27

Taxes are determined from ‘trends’ based on recent regional land transactions.
“Green acres: The soaring value of Canada’s farmland,” Globe and Mail (September 6, 2013).
29
Nicole Sullivan, Economic Development Officer, South Dundas.
28
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 Software platforms to manage farm operations (see box below); and
 Robotics, to reduce labour‐intensive operations such as pruning vineyards.
Software is Changing Agriculture
The agriculture industry accounts for over 36 percent of the global workforce, yet most [software] start‐
ups ignore the needs of this market; there is a lack of useful software platforms tailored for farmers.
FarmLogs, a Michigan company is changing that with software designed for row crop farms such as corn,
wheat, soybean fields; and for vineyards, orchards, and produce farms.
“During the growing season, we are helping farmers monitor crop progress, track everything that they are
putting in the crops, and find ways to optimize the process.”
“FarmLogs Is Going To Change the Way That Farmers Manage Their Business,” Forbes, Feb. 14, 2013.

Education is a critical input that is under threat.
 Loss of the University of Guelph campuses in Eastern Ontario would be a blow. For example,
Alfred has an Organic Dairy Farm and teaching program. Kemptville has facilities for process
research and development. Local leaders, Tom Manley (Homestead Organics) and Marty Derks
(Derks Elevator) are leading efforts to find ways to keep the Kemptville and Alfred campuses open.
 An outstanding weakness in agricultural education is the lack of marketing and distribution know‐
how, more important than ever as farms become fewer and larger.
 Traditional agricultural schools have no expertise in new crops or new farming technologies. For
example, the closest source of hops know‐how is the University of Vermont; the closest
institutional source for organic farming is Sir Sanford Flemming College in Peterborough.
Marketing and Distribution are weak across the board.
Small producers compete through reputation, word‐of‐mouth, and limited advertising in the local
press and farm trade papers. They provide their own transport and rely on others for distribution
networks to reach customers.

5.2.2 Processors
The most pressing problems are faced by the emerging local wine industry. They face barriers
inherent in the current social and organizational infrastructure.
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The Beverage Industry: Wines
“The survival of small/mid‐sized Ontario wineries calls for greater retail access.”30 In particular, VQA
(Vintners’ Quality Assurance) certification has become an important marketing tool to this end,31
allowing direct sales beyond stores at the winery, e.g., to restaurants and farmers’ markets. It
increases producers’ margins as well: retail of a $25 VQA‐
VQA Certification
approved bottle of wine would net the producer about $20;
VQA Ontario is designated as the
without VQA certification, the producer gets about $12.32
province's independent regulatory
wine authority, established by
industry in 1988 and incorporated into
provincial legislation in 1999; it
created and runs Ontario’s appellation
d'origine contrôlée system: “to define
the best grape‐growing regions and
set standards for their wines.”*
“VQA‐approved wines become eligible
for provincial grants and other
incentives, and the VQA controls the
use of a plethora of terms on wine
labels [including made in Ontario].”**
* VQA Ontario available at: vqaontario.ca.
[November 21, 2014].
** “Ontario wine makers urge VQA to
reformulate certification process,” Globe &
Mail, September 8, 2014.

However, to qualify for the VQA certification, wineries must
only use grapes from recognized regions: The Niagara
Peninsula, Lake Erie North Shore; and more recently, Prince
Edward County (2008). SDG producers of grape wine
survive by exercising their allowance to purchase the same
quantity of wine as they make (importing it from
established regions).
Berry wines face even greater barriers: they must offer a
10 percent discount to any bar or restaurant and remit
58 percent of every sale, including all direct sales from the
berry wine store, to the government.33 They do not have
access to farmers’ markets.34

Nevertheless, there are some 15 local wine producers known to Smokie Ridge Vineyards of South
Mountain (see Chapter 6 for a partial listing). This is an important emerging industry that Eastern
Ontario needs to address.

30

“Regulatory and institutional developments in the Ontario wine and grape industry,” International Journal of
Wine Research, September 25, 2012.
31
The Canadian Wine Industry, Available at:
agr.gc.ca/eng/industry‐markets‐and‐trade/statistics‐and‐market‐information/by‐product‐sector/processed‐food‐
and‐beverages/the‐canadian‐wine‐industry/?id=1172244915663#s8 [November 21, 2014].
32
“VQA forbidden fruit for Ontario’s non‐grape winemakers,” Financial Post, January 16, 2012.
33
Ibid.
34
“Province excludes fruit wineries from wine deal,” Better Farming, December 17, 2013.
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The Beverage Industry: Beer
The huge recent growth of craft brewing in Ontario is driving demand for local hops: in addition to a
start‐up operation near Williamstown (Old 4th Hop Yard), other hops farms have located nearby in
St‐Isidore, St‐Bernardin, and Iroquois.
Initially, craft brewers imported hops that have now begun to be replaced by domestic production.
Other imported beer ingredients (e.g., malts and grains) will be replaced as well. However, malts pose
a greater challenge to source locally, as they largely determine the taste that beer consumers expect.
A first certified organic Ontario source is Canada Malting35 in Thunder Bay.
The Ontario Hop Growers’ Association (HGA) was formed by 28 growers in 2012 to promote hop‐
growing fundamentals through education, research, advocacy and marketing. As of 2012, 20 acres
had been planted in Ontario, reviving an industry that had gone dormant since the 1930s. At this
early stage, there are no formal standards for hops.

35

The largest member of the Malting Industry Association of Canada, Canada Malting produces 450,000 metric
tonnes of malt, roughly half of Canada’s annual malt output. Canada is the world's second‐largest exporter of
malt, with export sales averaging over 550,000 tonnes annually.
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VI.

Toward Solutions

We begin with an estimate of the total value of opportunities for improved wealth creation in
regional agriculture and food processing.

6.1 The Potential for Additional Wealth Creation
Each of the many value chains (e.g., grain, dairy, eggs and meat) in the SDG agri‐food cluster creates
wealth by integrating raw materials, production and supporting activities, all within the working
framework imposed by governance. The cumulative value of sales along these value chains is
estimated to be $1.9 billion in 2015.36 Potential incremental gains are measured relative to this
baseline performance.
Taking 1, 2 and 4 percent of baseline performance as potential incremental gains yields improved
performance of from $19 to $76 million.
 $19 million (1%)
 $38 million (2%)
 $76 million (4%)

The baseline 2015 performance
of the SDG agri‐food cluster is
estimated at $1.9 billion.
The potential incremental gains
from realizing opportunities to
improve value creation range
from $19 to 76 million.

The preliminary 2010 study,37 based on a more limited sample of value chains and one‐to‐one
linkages between companies, estimated some $13 million in potential incremental gains (about
1.1 percent of 2011 cumulative value chain revenues of $1.2 billion).
In the following sections, we outline specific opportunities.

6.2 Local and Regional Food
“Demand for local and regional food continues to rise.”38 The greatest barrier faced by small and
medium size companies (SMEs) to meet this demand is limited market access in spite of using direct‐
to‐consumer strategies such as farmers’ markets, farm stands, and community supported
36

Primary production of $464 million x 4.1 = $1.9 billion (see Section 3.2).
Primary production of $294.4 million x 4.1 ~ $1.2 billion (see Figure 3.1).
38
Regional Food Hub Resource Guide, Barham J. et al., United States Department of Agriculture, Agricultural
Marketing Service, Washington D.C., April 2012.
37
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agriculture.39 SMEs are often ‘caught in the middle:’ too large to rely on direct‐to‐consumer
approaches alone, and too small to effectively compete in traditional distribution systems. A
potential solution is the creation of a regional food hub to address SMEs’ limited marketing and
distribution resources.
Regional food hubs complement existing marketing and distribution infrastructure by reducing
transaction costs along the agri‐food value chain. They provide a single point of purchase for buyers
who would otherwise lack access to the fragmented production of small farmers and processors.
Buyers benefit from a consistent, reliable, large‐volume provider of source‐identified products.
Sellers benefit from the hub’s combination of production, marketing and distribution services they
would otherwise lack.
Regional food hubs are organizations that actively
manage the aggregation, distribution and
marketing of source‐identified food, produced
primarily by local and regional operators,
strengthening their ability to satisfy wholesale,
retail and institutional demand.
Hubs work with producers as valued business
partners. They coordinate supply chain logistics and
provide technical assistance to meet buyer
specifications; they practice product differentiation
strategies including identity preservation, group
branding, offering heritage varieties, and
guarantees of sustainable production such as
minimum pesticide use, certified organic and
others.

Moreover, regional food hubs complement
existing distribution channels. For example,
Sysco is a $46‐billion North American leader in
selling, marketing and distributing food
products to restaurants, healthcare and
educational facilities, lodging establishments
and other venues that prepare meals away
from home. Sysco works with regional food
hubs to offer a broader and more diverse
selection of local and regional foods than they
would otherwise be able to offer.

Food hubs address market and infrastructure barriers that prevent small and medium‐size producers
and processors (SMEs) from fully integrating into the agri‐food value chain. They provide essential
assets that can be owned, leased or accessed through strategic partnerships, e.g.:
 A central warehouse that functions as a drop‐off point for producers and a pick‐up point for
distributors;

39

A central feature is a cohesive consumer group willing to fund a whole season’s budget in order to get quality
foods. CSA members pay up front for a share of the anticipated harvest; once harvesting begins, they receive
weekly shares of output (e.g., fruits, vegetables, honey, eggs, dairy products, and meat).
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 Essential services such as dry and cold storage, grading, packing, labelling and light processing (e.g.,
trimming, cutting and freezing);
 Trucks for on‐farm pick up and subsequent delivery from warehouse to clients;
 Development of successful business relationships with key buyers, and appropriate strategies to
open new markets; and
 Provide or connect SMEs with appropriate technical assistance in areas such as production
planning, quality, consistency, liability, packaging, season extension, sustainable production
practices, value‐added product development, food safety and post‐harvest handling. (Technical
assistance is a critical dimension which is elaborated below in Section 6.4.)
The American experience with food hubs is summarized in a recent U.S. Department of Agriculture
report, referred to above. In 2011, U.S. food hub sales totaled about US$7 billion. The average sales
level of viable hubs was US$1 million; median gross sales were US$6 million.
In Eastern Ontario, the county of Prescott‐Russell has developed elements of the food hub concept in
recent years, incorporating the Réseau Agroalimentaire de l'Est ontarien/Eastern Ontario Agri‐Food
Network in 2010, a non‐profit organization to coordinate development initiatives and value‐added
opportunities within the agri‐food sector. It has already been working with SDG. If this initiative
further included Cornwall and Leeds & Grenville, it could serve a local market of over 340,000 that
spends almost $1 billion40 on food (groceries and restaurant meals).

A regional food hub to serve
Eastern Ontario (SDG,
Prescott‐Russell, Leeds and
Grenville and Cornwall) would
address a market worth $976
million.
The food hub could generate
sales from $1 to $10 million.

Serving 0.1 percent of this market would generate $1.0 million in food hub sales; serving 1 percent
would generate $10 million in sales that would flow directly to producers and processors.

6.3 Wine and Beer
Wine: In SDG, wine production is a recent development. In Ontario, it is well established: 17,000
acres of vineyards account for about 85 percent of Canadian production. The Niagara region
dominates, producing over 93 percent of Ontario’s grapes: worth $88.6 million (2012). Almost all
(97 percent) is used to make wine, generating $3.3 billion in economic impact for Ontario. 41
40

Statistics Canada average household food expenditure, Ontario: $7,465 (2012). Average Ontario household
size is 2.6 persons; yielding food expenditure of approximately $2871 per capita.
41
“Industry Facts,” Grape Growers of Ontario. Available at: grapegrowersofontario.com/62. [December 10,
2014].
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New Ontario wine‐growing regions, including SDG, are emerging. They have been made possible by
the development of cold‐weather hybrids. For example, The University of Minnesota’s grape
breeding program, begun in the mid‐eighties, is now recognized as one of the best in the U.S.42 It has
yielded four varieties43 that can survive winter temperatures down to ‐34°F.
In Canada, grape research undertaken by Agriculture Canada’s Vineland Horticultural Research
Station has been assumed by Brock University’s Cold Climate Oenology and Viticulture Institute.
Brock’s Department of Biological Sciences further offers an undergraduate BSc program in Oenology
and Viticulture designed to meet wine industry needs in cool climate regions.
Local producers point out that parts of SDG benefit from terroirs44 favourable to vineyards because of
an underlying geological structure (the Frontenac Arch). According to local producers there are some
15 wineries taking shape in Eastern Ontario. Those that could be identified in an Internet search of
relevant associations’ websites are listed below.










Some Eastern Ontario Wineries
Blue Gypsy, Oxford Mills
Domain Perrault, Navan
Eagle Point Winery, Mallorytown
Green Gables Winery, Oxford Station
Jabulani Winery & Vineyard, Richmond
Smokie Ridge, South Mountain
Strathmore Winery, Monkland
Vankleek Hill Vineyard

The demand outlook is highly favourable: Canadian
wine consumption has risen from 11.3 to 16.8 litres per
capita (1998‐2010),45 still relatively low compared to
global figures. Over this period, the Canadian wine
industry has enjoyed an annual average real GDP
growth rate of 7.6 percent. And demographic changes
since 2010 will continue to boost demand – in particular
wines sales at higher price points ($12‐15) – favourable
to niche producers.

Resolving the market access issues outlined in the previous chapter will require concerted action by
local MPPs. However, SDG can immediately support local wineries by taking advantage of existing
legislation that allows wine producers (both grape and berry) to obtain sales permits for special
42

University of Minnesota Expertise: Grapes, University of Minnesota. Available at:
grapes.umn.edu/UofMExpertise/index.htm. [December 10, 2014].
43
Frontenac, Frontenac Gris, La Crescent, Marquette.
44
Terroir is the set of special characteristics that the interaction of geography, geology and climate of a certain
place, with plant genetics, expresses in agricultural products such as wine.
45
“Regulatory and institutional developments in the Ontario wine and grape industry,” International Journal of
Wine Research, September 25, 2012.
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events. Such events allow retail sales with only a 15 percent remittance to government (e.g.,
Strathmore Winery successfully markets its berry wines at the Maxville Highland Games. It further
increases winery sales with bus tours by groups such as the Maxville Horticultural Society).

The Economics of Wine Production*
 For every acre of grape production made into
wine, the total economic impact is
approximately $200,000.*
 Five small wineries, each with 5‐10 acres of
vineyards, could generate an economic impact
of $5 to 10 million.
* Winery and Grower Alliance of Ontario.

Taking a page from Prince Edward County’s
playbook to promote its wine industry through
special events coupled with food, restaurants
and tourism, SDG could exploit its St. Lawrence
Seaway Valley heritage and assets. The
development of existing wineries and vineyards
on just 25 to 50 acres46 in SDG could generate $5
to 10 million in economic impact.

The potential economic
impact from the development
of a handful of small wineries
ranges from $5 to 10 million.

Beer: “The popularity of craft beer is surging… craft beer continues to be the fastest growing segment
within the LCBO’s beer category, with current growth rates over 10 per cent per year.”47 The Ontario
government has revised its tax structure to support growth, development and competitiveness of this
industry: The Ontario Microbrewery Strategy; and is increasing its annual investment to $1.2 million.
Small breweries account for nearly 30 per cent of Ontario’s beer industry; sales are over $400 million
annually.48 A nearby example is Beau’s All Natural Brewery in Vankleek Hill. Founded in 2006, it has
added 120 jobs to the community. Beau’s requirements have already resulted in a new hops farm in
Williamstown, Old 4th Hop Yard; to date it is supplying 20 percent of Beau’s needs (previously, Beau’s
imported all hops, one of the primary ingredients in beer).
Once, hop farming was a thriving industry in Ontario, but during the Prohibition era, it died out. The
current resurgence started in 2007 to supply domestic demand. Hop yields average between 1,500‐
1,800 pounds per acre, depending on the variety.49 An average 2014 contract price for hops in
Washington State, a North American leader in hops production, is $10.33/lb., i.e., from $15,000‐

46

For example, Smokie Ridge Vineyards, South Mountain falls into the 5‐10 acre range.
“The Wonderful World of Craft Beer,” Ontario Business Report, Ontario Ministry of Research and Innovation.
Available at: mri.gov.on.ca/obr/?p=1440. [November 22, 2014].
48
“Map: Ontario’s micro‐breweries,” Global News Toronto, August 2, 2013.
49
“Busy year for hop production in Ontario,” Ontario Hop Growers’ Association, August 27, 2012.
47
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$18,000/acre.50 Adding from 2 to 5 hops farms of 8 to 12 acres each would increase the value of SDG
farm production by $0.24 to 1.0 million.
Craft brewing uses more hops than mass produced beers. (For example, in the U.S., craft beer
accounts for 7 percent of beer sales and 52 percent of hops production.)51 In Ontario, the 2013 sales
of craft beers increased by 28 percent. Ontario‐grown hops have become increasingly more available
due to first harvests at new hop cultivars across the province. Brewers have begun to focus on
implementing more local ingredients including grains and locally grown fruits such as cranberries.
More than 32 new brewers opened in Ontario in 2013. As of October 2013, the Ontario Brewers
Directory (ODB) listed 150, with almost 40 new ones slated to open in 2014.52 The Ontario craft beer
market is estimated at $300 million (2012).53 Local brewing to serve 0.5‐1.0 percent of this rapidly
growing market would yield $1.5‐3.0 million in annual sales of craft beer.

Just a handful of small hops
farms to meet the needs of
craft brewing could increase
SDG farm receipts by $0.24‐1.0
million.

Local craft brewing could
generate $1.5‐3.0 million of
sales in SDG.

6.4 Farm Production and Food Processing
Three important avenues for revenue growth are addressed in this section: specialty production
including organic, value‐added processing; and exploitation of technological advances.
Specialty Production: “Organic foods are the most dynamic and rapidly growing sector of the global
food industry: US$63 billion in 2011,”54 about 1.6 percent of primary agricultural production. In
Ontario, “Demand exceeds supply”55 and farm gate sales of organic crops were over $122 million
(2009), about 1 percent of sales.

50

“Craft beer boom has brewers scrambling for hops,” CNBC News, July 16, 2014.
“The problem with all that craft beer we're drinking,” Esquire, February 27, 2014.
52
“Craft Beer in Ontario: Year in Review 2013,” Ontario Craft Beer Network. Available at: momandhops.ca/craft‐
beer‐ontario‐year‐review‐2013. [November 23, 2014].
53
“The Wonderful World of Craft Beer,” Ontario Business Report, Ontario Ministry of Research and Innovation.
Available at: mri.gov.on.ca/obr/?p=1440. [November 22, 2014].
54
“Organic Production Canadian Industry,” Agriculture and Agri‐Food Canada. Available at:
agr.gc.ca/eng/industry‐markets‐and‐trade/statistics‐and‐market‐information/by‐product‐sector/organic‐
products/organic‐production‐canadian‐industry/?id=1183748510661. [November 23, 2014].
55
“What Is The Future For Organic Food?” Ontario Ministry of Agriculture, Food and Rural Affairs. Available at:
omafra.gov.on.ca/english/crops/field/news/croptalk/2011/ct‐0611a5.htm. [November 23, 2014].
51
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Value‐Added Processing: Processors point to a closely related trend: the growing demand for
healthier food. An example is heritage crops such as spelt, an ancestor of modern wheat which it
surpasses in nutritional qualities. However, unlike wheat, it has an extra hull covering the kernel. This
adds a step, ‘dehulling,’ between harvesting and milling: increasing its selling price from about $800
to $1,500 per tonne. Currently, no such facilities are available between Peterborough and
Sherbrooke, Québec.56
Heritage crops can be part of an Eastern Ontario product differentiation strategy. For example,
Lanthier Bakery makes bread from locally grown wheat, a niche product that does not fall under the
exclusivity agreements that the major bakeries enforce with grocery retailers.
Another processing opportunity is additional products from locally grown crops, e.g., pumpkin seeds
from pumpkins and tofu or soy milk from soy beans. Along with the organic foods and heritage crops,
such opportunities could be identified and developed through Réseau Agroalimentaire de l'Est
ontarien/Eastern Ontario Agri‐Food Network. Such an initiative can coordinate the regional resources
to build a framework that improves practices and interconnections along value chains and between
levels.
A one‐percent increase in primary production from pursuing an integrated differentiation strategy
could yield an additional $3.8 million in farm receipts; a three‐percent increase could yield an
additional $11.4 million.

A product differentiation
strategy could increase SDG
farm receipts by $3.8 to 11.4
million.

Exploitation of Technological Advances: is particularly important to increase value‐added in
agriculture and food processing, a mature industry. As recently as the early nineteenth century,
agriculture accounted for about 90 percent of GDP. In modern times, it represents some 8 percent57
of GDP, including the farm input and service supplier industries, primary agriculture, food and
beverage processing, food distribution, retail, wholesale and foodservice industries. Primary

56

Hogg, Robert, President of Mountain Path Inc., Mountain, Ontario.
This includes the farm input and service supplier industries, primary agriculture, food and beverage processing,
food distribution, retail, wholesale and foodservice industries.

57
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agriculture represents 1.7 percent of GDP.58 This small share reflects its extensive use of other
industries’ outputs to add value: from transport and petrochemicals to biotechnology and IT.
Feed: About 40 percent of SDG farms are in animal production (dairy, beef, pork and chicken),59
where feed is the most significant cost. Even for sheep, which typically consume more forage than
other domestic species, feed can represent 55 percent or more of total production costs; for poultry,
feed costs can reach 60 to 70 percent.
Nutratech in Alexandria is an example of how technology can reduce feed costs. Its nutritionists
calculate the share of daily requirements that farm animals receive from forage; then they custom
blend feed to supply only those ingredients that a particular farm is lacking.
Feed preparation is another area to improve animal nutrition. For example, advanced processing
technologies such as fine grinding, pelletizing and high‐shear conditioning, together with optimized
mixing uniformity can greatly improve feed utilization and animal performance. The quality of
manufactured feed and its effect on animal performance can benefit from additional research and
should be considered in least‐cost feed formulation.60 This is a project that should be undertaken
with local agricultural and engineering schools.
An Example of Canadian Farm IT*
 Kleiner Perkins, a venture‐capital firm
that has backed technology companies
such as Facebook, is investing in Farmers
Edge: a Canadian provider of satellite
imagery and analytics to farmers.
 Farmers Edge, Winnipeg, forecasts sales
of $14 million this year. It offers software
to improve fertilizer use and analyze
yields. It also sells devices that can be
plugged into tractors and harvesters to
log real‐time data such as fuel use.

Information Technology: There is significant
innovation in the mobile/IT and energy fields that
have yet to make a major impact on the farm. For
example, smart power systems, precision agriculture

*Bloomberg BusinessWeek, November 10, 2014.
58

“An Overview of the Canadian Agriculture and Agri‐Food System 2013,” Agriculture & Agri‐Food Canada.
Available at: agr.gc.ca/eng/about‐us/publications/economic‐publications/alphabetical‐listing/an‐overview‐of‐
the‐canadian‐agriculture‐and‐agri‐food‐system‐2013/?id=1331319696826. [November 23, 2014].
59
See p. 7, Figure 3.3: Selected SDG Agricultural Statistics for 2006 and 2011.
60
Köster, Dr. Hinner, Director, Animate Animal Health, South Africa, “Improved animal performance through
feed processing technology,” Animate Co. Available at: animate.co.za/articles/feedprocessing2.pdf.
[November 24, 2014].
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tools, farm management software, and affordable sensors are all within reach of even the smallest
farmers today. There is potential in radio frequency technologies, e.g., RFID,61 NFC,62 and Bluetooth,63
the ‘Internet of Things’ and the big data that comes along with it, as well as in clean tech advances in
ambient energy, waste‐to‐energy, and renewable sources.64
As part of the implementation plan to realize the value‐added opportunities outlined in this report,
SDG should organize and support an advisory group of producers and processors to identify and
pursue funding for the most immediate projects that can benefit the region. This group would
operate as an integral part of a regional food hub (see Section 6.2, above).
Farmers alone spent $292 million (2011) on operations. Applying available technologies could reduce
these costs by from 3 to 5 percent: $8.8 to 14.6 million. Figures are unavailable for processors, e.g.,
meal, meats, dairy and food, but if they could achieve half these improvements (large producers such
as Kraft, Alltech and Parmalat are assumed to largely exploit most technological advances), it would
amount to an additional $4.4 to $7.3 million.

Farmers and processors could
achieve technology‐driven
efficiencies worth about
$13.2 to $21.9 million.

61

Radio‐frequency identification (RFID) automatically identifies and tracks tags attached to objects. The tags
contain electronically stored information.
62
NFC (near field communication) allows for the transfer of data between two NFC enabled devices, e.g. product
stickers and mobile phones.
63
Bluetooth is a wireless technology that connects several devices to create a local network to overcome
problems of synchronization.
64
“The Impact of Technology in Agriculture,” Invested Development, June 15, 2013. Available at:
investeddevelopment.com/blog/2013/06/the‐impact‐of‐technology‐in‐agriculture/. [November 25, 2014].
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VII. Conclusions
SDG producers can realize from $25 to 57 million in incremental gains by seizing specific
opportunities presented by new value chains and strengthening existing ones to systematically apply
current technology and marketing solutions to enhance operations in the agri‐food sector. These
potential gains are summarized below.
Figure 7.1: Potential Incremental Gains in SDG Agri‐Food Value Chains

Initiative

$ millions

Application of Existing Technology
Primary Producers

8.8 –14.6

Processors

4.4 –7.3

Wineries

5.0 –10.0

Brewing
Craft Brewing

1.5 –3.0

Hops Production

0.2 –1.0

Product Differentiation

3.8 –11.4

Regional Food Hub

1.0 –10.0

Total

24.7–57.3

These gains represent a potential improvement of from 1.3 to 3.0 percent of the baseline estimated
cumulative sales ($1.9 billion) along SDG’s agri‐food value chain in 2015.
The 2010 plan, Toward a Bio‐Processing Eco‐Industrial Alliance, presents the essentials of the effort,
resources and timetable to build on SDG’s agriculture and food processing assets. Since then, a key
related development has been Prescott‐Russell’s launch of the Réseau Agroalimentaire de l'Est
ontarien/Eastern Ontario Agri‐Food Network: it shares many objectives with SDG’s initiative.
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The Réseau Agroalimentaire de l'Est ontarien/
Eastern Ontario Agri‐Food Network *
The goal of this non‐profit organization is to develop a
better regional agri‐food economic structure. It sponsors
the promotion and coordination of development initiatives
and concrete actions to help expand sales of fresh or
processed local products – to increase the number of
businesses and jobs in the region.

SDG and Prescott‐Russell have already
been working together on marketing,
branding and a joint Farm Fresh Local
Food Map to help consumers support
regional
producers.
Even
closer
collaboration is essential to realize the
potential gains listed above in Figure 7.1.

It provides services for local producers to post nutrition
facts labels, references to other businesses, and technical
support for producers undertaking promotional initiatives.

A regional food hub can serve as an
umbrella initiative to address small and
medium
size
companies’
limited
It is developing a traceability program for meat toward a
local meat counter in our grocery stores.
marketing and distribution resources. The
* Carole Lavigne, President.
larger the market a hub can serve, the
more likely it can achieve the ~ $1 million
in sales needed to be viable. When SDG’s population of 111,000 people and the City of Cornwall’s
become part of a joint hub with Prescott‐Russell and Leeds & Grenville, the combined market reaches
340,000 people, no more than three hours apart by road. This joint hub would be within easy reach of
a centrally‐located physical distribution centre.
A hub can be far more than a distribution point to aggregate the production of small operators in
order to tap larger sales opportunities. It can be a highly effective focal point to marshal the needed
resources to realize all of the incremental gains listed above in Figure 7.1. The first step is to secure a
facilitator and appoint an advisory board comprised of Eastern Ontario producers and processors
committed to realizing the above opportunities; toward establishing a governance model.
Recruit a Manager
This would be a person knowledgeable about
entrepreneurship and the role that venture capital
plays in it. In fact, he or she could be the same
person who manages the Community Venture
Capital Fund. A broad range of business knowledge
and skills would be required because that same
person would be expected to provide assistance to
firms seeking all types of available funding (e.g.,
IRAP and SRED). It would be a full‐time salaried
position, supported by a board of advisors.

An effective way of getting ‘buy‐in’ from the
key players is to create a business plan that will
be updated annually, to lay out a road map for
realizing the potential agri‐food gains. Initially,
the facilitator can address this, but the advisory
board should be responsible for its content:
part of a detailed plan required to move
forward.

A full‐time manager and advisory
board comprised of Eastern
Ontario producers and processors
committed to realizing the above
opportunities would create an
annual business plan.

Doyletech, Toward a Bio‐Processing Eco‐Industrial
Alliance (2010).
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The annually updated plan should be less than twenty pages in length, as framed in the 2010 report.
It should address specific actions like joint marketing campaigns, venture capital, ‘show‐and‐tell’
presentations and ‘lunch and learn’ sessions – organized around speakers brought in to discuss best
practices in the sectors that are the focus of the business plan. The annually updated report must
quantify progress toward realizing each of the specific incremental gains summarized in Figure 7.1.

7.1

An Overview of the Plan

To sum up, a good economic development strategy builds on the region’s inherent strengths while
addressing weaknesses in order to realize opportunities and minimize the risk associated with
threats.
Build on Strengths: SDG’s strongest economic asset is the largest concentration of agri‐food
businesses in Eastern Ontario: over 1,150 of the region’s almost 6,000 agriculture sector businesses.
Together with Prescott‐Russell’s second‐highest number of such businesses and adjacent Leeds &
Grenville’s near‐third highest number, the three counties combined are home to over 40 percent of
Eastern Ontario’s agriculture businesses.

Combined, SDG, Prescott‐
Russell and Leeds & Grenville
have over 40 percent of the
agricultural businesses in
Eastern Ontario’s 13 counties.

Including all three counties in the implementation of this economic development plan will enhance
value chain opportunities, increase the payoffs and reduce the risk that essential economies of scale
(e.g., the sales level for a viable food hub) could fall short.
Address Weaknesses: The most critical weakness faced by the region’s small and medium‐size agri‐
food businesses is the lack of marketing and distribution resources to grow their sales. A regional
food hub to serve the growing demand for fresh, local meat and produce can address this. The
Réseau Agroalimentaire de l'Est ontarien/Eastern Ontario Agri‐Food Network, launched by Prescott‐
Russell in 2010, is an example of some of the services a food hub can provide to this end. Its
marketing effort already includes promotion of locally‐produced food through:
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 A regional brand logo (right);
 Nutritional labelling and analysis services;
 A local food map and smart phone producer locator;
 Events (La Foire Gourmande);

The lack of marketing and
distribution resources is the
most critical weakness faced by
the region’s small and medium‐
size agri‐food businesses.

 A product differentiation strategy (Le Boeuf de l’Est);
 Inter‐county collaboration (SDG‐PR food marketing and branding).

However, an expanded, multi‐county initiative should undertake a broader range of marketing
services by developing selected aspects of the full marketing mix (promotion, price, product, and
place).
Price: An example is the work of Intervale, a food hub founded in Burlington, Vermont (1988). In
addition to wholesale supply for restaurants, caterers, and institutions, it offers seasonal retail
subscriptions, complete with menus designed around meals based on local foods and weekly
deliveries to consumers.
A second strategy to increase revenues is product differentiation. A good example is Prescott‐
Russell’s Boeuf de l’Est which commands a 10‐percent retail premium. Other possibilities include
heritage and specialty crops including organic produce. For example, Lanthier Bakery markets bread
made with Ontario wheat. Goat’s milk, an increasingly popular dairy item, is exempt from supply
management constraints. It is another possibility.
Place: An example is the Wedge Co‐op in St. Paul, Minnesota. In 1999, it started a warehouse with its
own fleet of trucks to sell primarily organic produce (i.e., a product differentiation strategy) from a
network of 30 farmers to wholesale customers in Minnesota and Wisconsin.

A regional food hub can be the
instrument to deliver the most
important elements of the
marketing mix to regional
producers and processors.

Such a facility can provide dry and cold storage, grading, packing, labelling and light processing (e.g.,
trimming, cutting and freezing). It can also offer space to small producers of complementary
products, e.g., soaps (e.g., Ground Soap), honey, maple syrup and condiments that could benefit from
a food hub’s marketing and distribution services.
Other operations that could benefit from increased distribution reach include the region’s small meat
processors (e.g., Desormeaux, LaPlante). A further possibility is co‐location of innovative producers
such as Smart Greens.
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Product: Most importantly, a regional organization can connect producers and processors with
supporting inputs to increase the effectiveness and efficiency of their operations. Some of the most
underutilized inputs include services such
The Robot Overhead *
as software and satellite/aerial crop
In April, Jean‐Baptiste Brugeman began flying a drone over
imaging. Others include pursuing links
his 520 acres of farmland in La Louptière‐Thénard, France
with
educational
and
research
(about 100 km SE of Paris). Its multiple lenses photograph
his fields in infrared, near infrared and visible wavelengths.
institutions to realize applied research
The spectral data is uploaded to a server where a Paris
products.
company, Airnov, analyses details such as soil moisture,
chlorophyll content and crop biomass. Within 48 hours
Mr. Brugeman receives an electronic map with encoded
instructions that direct his GPS‐equipped tractor to
optimize the spread of fertilizer on his fields.

The bottom line is increased yields of $64/acre for
rapeseed and up to $100/acre more for wheat. Protein
content is higher and fertilizer runoff into streams is less.
Airnov analyses data for 2,000 farmers and expects that to
become 5,000 within a year.
th

Build on Opportunities
Numerous possibilities came out of the
many interviews with producers and
processors. These are outlined in the
previous chapter. Some overarching
possibilities include the following.

th

*The Economist, December 6 ‐ 12 , 2014.
*Carole Lavigne, President.

New Value Chains: Regional wine and
beer have considerable potential. Beau’s
All Natural Brewing of Vankleek Hill has shown what can be done: 120 new jobs and local ingredients
(hops) sourced from SDG. This opens the door to other local ingredients such as grain (mostly malted
barley but also other grains).
Local wine production is only beginning to exploit the potential of cold weather varietals. SDG needs
to assist budding producers to fully access supporting programs and address barriers imposed by VQA
regulations.
Software: represents a huge gap in the regional agri‐food value chain, one that suppliers have only
begun to serve. As a cutting‐edge example of software’s impact, Smart Greens uses it to manage the
production of fresh greens: controlling air, water, lighting, nutrients, pH and temperature by
smartphone. The result is monthly output equivalent to that from one acre of land, but with only 20
hours of labour per week.
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Eastern Ontario has numerous academic and research institutions with information technology
expertise and local software companies that have built international markets, e.g., Busitech. SDG,
Prescott‐Russell, and Leeds & Grenville should work with agri‐food producers and processors to
identify and pursue the most compelling software applications.

Minimize the Risk Posed by Threats
Greenhouse Gas Emissions: In summer 2014, Kellogg and General Mills became the first global food
giants to commit to cutting greenhouse gas (GHG) emissions along their supply chains. What began as
increased awareness of GHGs in climate change is moving toward hard targets. For example in 2008,
five companies led by Starbucks and Nike formed the Business for Innovative Climate & Energy Policy
(BICEP) coalition to advocate for climate and clean energy policies. It has expanded to 32 leading
companies, including eBay and Symantec.
Researchers at Agriculture and Agri‐Food Canada (AAFC) have understood the relevance of these
developments and have created a farm‐level software tool, Holos, which is capable of identifying
effective GHG reduction strategies. Holos is user‐friendly and free. Under the leadership of SDG and
Prescott‐Russell, Eastern Ontario’s counties can be ‘ahead of the curve,’ promoting its use by
producers and further differentiating their agricultural products in the marketplace.
This also presents an opportunity to work with large multinational producers such as Kraft and
Parmalat who will be increasingly required to reduce emissions along their supply chains.
Recruitment of Professionals and Skilled Technicians: This is an issue for large employers in
particular. With two‐income families, it is often a perceived lack of opportunities for the spouse that
causes potential employees to decline an offer. One solution is to create a job network, led by
relevant business representatives, as part of the mandate of a regional food hub.
Exclusivity Agreements: are often used by large producers to deny shelf space to local and regional
competitors. In our interviews, this practice was encountered with meat, bread and eggs. A
distribution network through a regional food hub can blunt this constraint.
Educational Resources: are threatened by the potential loss of the university agricultural campuses
at Alfred and Kemptville. Because there are many opportunities to use science and technology to
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improve performance all along the agri‐food value chain, SDG and Prescott‐Russell need to work with
producers to increase the links between local agriculture and researchers.
For example, the Egg Farmers of Canada support research and indicate that R&D at the Alfred
campus on raising chicks would be an important project. Other relevant research possibilities include
the anaerobic digestion of chicken waste to produce heating gas for hen barns. Processors further
note that the lack of pilot facilities in Eastern Ontario could be addressed by the Kemptville campus.
The Social and Organizational Framework: This comprises the many organizations, both public and
private, that interact to determine ‘the rules of the game,’ deeply affecting the overall performance
of the agri‐food value chain. Some existing structures need reworking to correct their negative
impact. The local wine industry (both grape and berry) cannot realize its potential until the playing
field is levelled to remove restrictions on access to distribution. As outlined previously, this will
require concerted political action. Supply management of processed chicken limits small Eastern
Ontario producers’ local market share. This is another issue where political action is needed to
remove market distortions.
Access to finance is a major shortcoming. In particular, many interviewees indicated that they need
assistance in working with Community Futures Development Corporations (CFDCs). This is a priority
issue to be addressed in implementing a new economic development plan. One way is to include
CFDC representation on an advisory board.

Concerted action with all three
levels of government and
sources of capital is essential
in implementing the economic
development plan.

‘One‐size‐fits‐all’ regulations are harming local producers such as small cheese‐makers and family
farms. An example of a potential solution is Québec’s regulatory framework which simplifies
requirements for small‐scale cheese‐makers. Farmer’s markets that wish to include other products
such as bread from small‐scale producers could similarly benefit.
In conclusion, action is needed on many fronts to implement a plan for SDG and its partners. One of
those fronts is to address the marketing and distribution weaknesses of SMEs. The direct contribution
a food hub would make is a modest 4 to 17 percent of potential regional revenue gains. However, it
can be leveraged by an active Advisory Board to become an umbrella organization for broader actions
to strengthen regional agri‐food value chains. Figure 7.2 identifies 19 major initiatives that can better
integrate the three layers of Eastern Ontario’s agri‐food value chain to realize up to $57 million of
potential gains.
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Figure 7.2: Major Initiatives
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