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Distribution 
consolidation 
Working together along the value chain 
 

Collaborative shipping  

Many producers and processors make 

transportation economics work for them by 

collaborating with other businesses in the same 

region to pool their transportation needs and share 

some of the costs. 

 

There are pros and cons of collaborative shipping 

and outsourcing distribution services.  You will want 

to investigate to determine if this is a solution for 

your business. 

 Understand the benefits and the challenges 

of creating a shipping cooperative 

 Create a consolidated shipping agreement 

that works for everyone 

 Explore options outside the business by 

hiring someone to distribute your products 

 Hire a distribution professional to get your 

product into new markets 

Benefits and challenges 

Some Alberta producers and processors have found 

that collaborating with others can result in significant 

savings and added benefits for each of the 

businesses involved.  All that is needed is a little 

flexibility, organization and a willingness to work 

together. 

 

Benefits: 

 Higher volumes and regular shipments that 

are more attractive to transportation 

companies, which can result in lower freight 

costs and reduced service charges 

 Efficiencies that extend to opportunities 

when producers/processors buy inbound 

supplies in bulk 

 Consolidated shipping gets companies 

working together, resulting in added 

opportunities like greater market reach and 

competitiveness 

 Collaboration with similar businesses can 

provide mentoring opportunities and a 

network of helpful partners for future 

business challenges 

 

Challenges: 

 Requires a collaborative mindset and individuals 

may need to compromise for the sake of the 

larger group 

 Some individuals may see more savings than 

others, depending on the existing freight rates, 

location, volume and number of shipments 

 More than one transport company may be 

required if local companies do not deliver to all 

the points, increasing the complexity of the 

coordination 

 A good organizational system is required to track 

each companies needs 

 A coordinator may be needed to organize the 

cooperative arrangements and participants need 

to share the cost of this service 

There are pros and cons 

to collaborative shipping 

and or outsourcing 

distribution services. 
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 Potential for significant upfront time to work out 

the details for the group and this sometimes may 

require an outside facilitator to reach agreements 

 Having an anchor company with larger consistent 

shipping volumes is beneficial 

 

Building a consolidated shipping 
agreement 

Some questions to explore with the group when 

putting together a collaborative agreement. 

 

Questions for outgoing freight consolidation: 

 Which transportation companies in your 

community or network will be considered? 

 What is the process to select the transport 

company? 

 What is the desired frequency of the service? 

 Is there one day of the week that would work best 

for all? 

 What is the farthest shipping distanced required? 

 What is the system for collecting shipping 

requirements from each participant? 

 Is there a need to consolidate products in one 

location for shipping?  If yes, who would provide 

the space and needed equipment? 

 How will invoicing be handled? 

 How will you maintain accurate inventory records 

to keep participants informed on the status of 

their materials?  

 

Questions for incoming freight consolidation: 

 Which suppliers are currently being used and 

which others should be considered? 

 What is the annual quantity for each type of 

material or supply? 

 Are there price breaks available if higher 

quantities are ordered? 

 What are the processes to do the following: 

o Request proposals from prospective 

suppliers, review bid submissions and 

select the supplier of choice 

o Collect details for supply and material 

requirements by participant 

o Request ongoing quotes from the chosen 

suppliers 

o Issue blanket purchase orders 

 Who will coordinate the process and should that 

person be paid and how much? 

 How will administration and coordination costs 

be allocated, so that all participants benefit? 

 If a warehouse is needed, who will provide the 

space and where? 

 How will you allocate operating costs for 

warehousing? 

 How will liability be handled if there is a loss or 

damage? 

Hiring a distribution professional  

A broker or a sales and marketing agency can 

represent your product to a variety of prospective 
buyers, including retailers, wholesalers, foodservice, 
industrial users and other trade channels.  These 
professionals represent a variety of goods including 
consumer-packaged goods, food products, and 
general merchandise, equipment and health and 
beauty items. 

Brokers are not affiliated with the buyer, so are not 
subject to the buyer’s control.  You will pay the 
broker a percentage of the sales ranging from three 
to ten percent, but their services cover important 
functions that you would have to do yourself, likely at 
a higher cost and less efficiently. 

Services provided may include: 

 Consumer marketing. Introduction and launching 

products into new markets 

 Distribution, warehousing, scheduling, 

deliveries, maintain ordering systems 

 Regular contact with retailers to ensure 

consistent distribution of products. 

 In-store merchandising, rotating stock, handling 

damaged goods, building displays, organizing 

product demos 

 Administration duties like invoicing, order 

processing, deductions and reconciliations. 

 Sales monitoring, reporting and management 

analysis 

 

Brokers can provide access to retailers; improved 

customer satisfaction; and greater logistical 

expertise and flexibility.   
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These benefits are especially helpful if your sales 

and marketing has remained locally based because 

you do not have the resources to grow your market. 

 

Whether you decide to pool your resources with 

other producers and processors or get help from an 

outside broker or agency to access existing and new 

markets, these important resources are available to 

help you develop new and existing opportunities 

along the value chain. 

 

For more information about distribution and other 

resources for agricultural producers and processors 

go to alberta.ca/agri-processing-business-

resources.aspx 

 

For an Alberta study about food distribution along 

the value chain, visit  
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Alberta Agriculture and Forestry 

 

For more information contact: 

Alberta Ag-Info Centre Toll Free 310-FARM (3276) 

Website: alberta.ca/agriculture-and-forestry.aspx 
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