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1. Introduction: between freetrade and fair chains'

Trade can be an important driver in poverty alleviation and empowerment in developing
countries. International trade relations can be an important impetus to change, but in what
direction? Whether the optimistic expectation related to trade liberalization and
globalization materializes, depends on the conditions under which trade relationships are
managed. As an arms-length relationship between independent actors, or as dependency
relationships in networks of supply and demand, also known as international value or
commodity chains? This makes the issue of ‘fair trade’ a prime topic not only for policy
makers and international economists, but also for business scholars. Firstly, fair chains
involve the inclusion of small entrepreneurs: firms, farmers (small-holders) and their co-
operatives. Are they able to participate in global value chains, can they get afair share of
the economic pie and can they produce under sustainable conditions? Secondly, there is
the big business perspective which involves mgor traders and multinationa firms that
‘steer’ global vaue chains either in-house or at arm’s-length. Thirdly, the question
involves the acts of consumers. Can their — sometimes inarticulate — demands for
sustainability and fairness be trandated in feasible market propositions (products,
business models) and clear communication (labels, codes)? Finaly, there is a role that
has to be played by governments: can they be neutral bystanders or should they become
active, and if so in what areas?

The dlogan ‘Trade - not aid indeed refers to the millions of small producers in
developing countries who have something to offer, but have been economically
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disadvantaged or marginalized by the conventional trading system. The terms of trade in
the conventional trading system have been extremely skewed towards the interests of the
developed countries. Fair access to markets under better trade conditions would help
small producers to overcome some of the most immanent barriers to development. The
idea of ‘fair access to markets' is worldwide acknowledged as the concept of “Fairtrade”.
Fairtrade is about better prices, decent working conditions, local sustainability, and fair
terms of trade for farmers and workers in the developing world. By requiring companies
to pay sustainable prices, Fairtrade addresses the injustices of conventional trade, which
traditionally discriminates against the poorest, weakest producers. It isintended to enable
them to improve their position and have more control over their lives.

Far from being influenced by open trading relations in globa commodity markets, the
fairness of international trade relationships is increasingly influenced by the way global
value and/or commaodity chains are governed (not necessarily managed). This is usually
done by arelatively limited number of corporate players, that have up to 50% of all trade
transactions as company-internal activities - susceptible to so called transfer pricing
practices (Van Tulder with van der Zwart, 2006). In many instances, the ambition for
‘Trade, not ad might therefore more appropriately be substantiated into ‘chains for
(sustainable) change'. Fairtrade has aso become the classic example of the ambition to
establish sustainable (global) chain management. A wealth of Fairtrade initiatives and
labels have developed after the initial introduction of Max Havelaar, the pioneering
Fairtrade labeling organisation of the Netherlands in 1988. But their effectiveness in
establishing really sustainable chains still has been topic of serious debate, witnessing the
large number of NGO reports on the issue testifying for an ambiguous state of affairs.
The present state of affairs surrounding fairtrade reveals four types of ambiguities: (1)
between prescription and description: whether scientific disciplines are willing to ded
with such a topical issue; (2) between supply-driven and demand-driven: the need to
understand who ‘calls the shots in chains and how fairness in the outcome can be
measured; (3) between regulation and self-regulation: on the implementation modalities —
in particular on the question how codes of conduct, quality marks and/or labeling
initiatives are operationalized; (4) between liability and responsibility: what makes
corporations move towards a more ‘fair’ supply chain management function. This
position paper takes in particular stock of the scientific literature in the area and gives
illustrations of company strategiesin order to delineate a research agenda.

2. Between description and prescription: growing attention for fairnessin chains

Small suppliers around the world are increasingly included in ever more complex chains
of supply and demand. The outcome of this development in particular for suppliers at the
‘bottom’ — ‘upstream’ — of the chain receives growing research attention, but also
concern. Chains are by some considered to be a threat for development and by others as
an opportunity for development. No final answers, however, can be given. The actua
state-of-affairs in scientific literature is rather ambiguous. Research on the actual
operation of global value chains and the possibilities to make these chains fair through
new forms of governance is still in its infancy, whereas solid description (mapping
chains) and intelligent prescription (conceptualizing fairness) is only slowly emerging. Of



most global value chains, the exact distribution of value and profits is not yet registered
exactly leaving most actors in these chains in a semi-dark position. Under these
circumstances prescription and description get easily mixed.
In order to find out whether scientists around the world have been looking at the issue of
fair chains, a systematic literature scan was executed for the 2000-2009 period. For five
relevant academic disciplines, two leading journals were selected, resulting in a set of ten
representative journals (Table 1):
1. supply chain management (journals. supply chain management, the journal of
supply chain management)
2. general management (journals. academy of management journal and academy
of management review)
3. international business (journas. journal of international business studies,
international business review)
4. development (journals: World Bank Economic Review, World Devel opment)
5. Business Ethics (journas: Journa of Business Ethics, Business Ethics
Quarterly)

Table 1 Scientific cover age of fair value chains, 2000-2009 [numbers, % of total]

Disciplinary area

Key words 1. Supply | 2. General | 3. Internat. | 4. Develop- | 5. Business

chain man. | mngement | business ment ethics
Chain 510.7%)] 0 0 0 6 [0.2%]
responsibility
Value chain 139[19.2%] | 56[4.8%] | 147[14.2%] | 68 [4.6%] 84 [3.0%]
Labels in com. 0 1[0.1%] 1[0.1%] 20 [1.3%] 8[0.3%]
chains
Codes of cond 0 1[0.1%)] 0 6 [0.4%] 1210.4%)]
in chains

Sustainability 40 [5.5%)] 41 [3.5%)] 12[1.2%] 79 [5.3%] 236 [8.4%)]
and chains

Fair trade 3[0.4%)] 8[0.7%)] 8[0.8%)] 24 [1.6%] 122 [4.4%)]
Max Havelaar 0 0 0 2[0.1%)] 17[0.6%]
Utz Kapeh 0 0 0 5[0.3%)] 3[0.1%)]
Forest  Stew. 0 2[0.2%)] 1[0.1%)] 910.6%] 15[0.5%]
council

Value chains have clearly received a growing attention in the scientific debate. The
disciplines of supply chain management and international business — as a result of the
globalization of (out)sourcing — clearly attach most importance to the subject. Most of
these disciplines take a managerial and/or largely descriptive approach. More gradually,
the attention for aspects of ‘fairness in supply chainsis also increasing. This attention is
primarily covered by authors in the area of Business Ethics. On almost all accounts do
these journals lead in the scientific attention for fair trade. A concept like ‘fair trade’ in
particular has boomed from almost no attention in the year 2000 to major attention (in




particular in the Journa of Business Ethics) by the year 2009. A concept like ‘chain
responsibility’ on the other hand received quite stable and low attention throughout the
same period (see Annex A for more detailed graphics). Comparable observations can be
made for the concept of ‘chain liability’. A prescriptive approach prevails at the moment.
Interestingly, development journals are lacking behind the leading ethics journals. Supply
chain management journas for instance have triggered relatively more papers on
sustainability and chains than development journals. Most articles still miss out on the
specifics of fair trade as can be witnessed from the relative lack of detailed accounts of
the use of labels, trademarks and codes of conduct in chains. There exists aslight division
of labor between the academic disciplines in attention for particular trade marks. Max
Havelaar (and the Rainforest Alliance) is more popular in the Business Ethics literature,
whilst Utz Kapeh receives a better coverage in development journals. The Forest
Stewardship Council (FSC) and the Marine Stewardship Council (MSC) receive less, but
more spread attention over the various disciplines:. at least four different disciplines cover
these two initiatives. The broader coalitions behind these initiatives might be an
explanation for this. Other more recent and more specialized initiatives like Fair Food
have received no attention yet.

3. Between supply-driven and demand-driven chains: identifying (potential)
change agents

Two types of actors have generally been identified as potential change agents in the
supply chain: lead firms that could be anywhere in the chain and smaller firms at the
bottom of the chain. For the first category, the biggest challenge has been how to identify
them, consider ‘governance’ modalities and assess their impact on the value chain. For
the second category of firms, the biggest challenge has been how to measure and value
success. Here the concept of ‘upgrading’ has been introduced. Interestingly, neither
consumers nor governments have been considered particularly relevant as change agents
in global supply chains.

3.1 Lead firms: who governsthe chains?

An increasing number of authors are pointing at the importance of so called ‘lead’ or
‘core’ companies that have an above-average influence over chains. While more
developing countries become involved in supply, trade is organised by a decreasing
number of global buyers (Humphrey and Schmitz 2001: 19; Schmitz and Knorringa
2000: 177). This has resulted in the dominance of so called ‘incomplete firms where the
complete process from beginning to end-product does not take place within one firm but
within a chain of legally independent firms (Gereffi et a 2001: 2). Gereffi (1999) aso
caled these firms ‘manufacturers without factories. Others have referred to these
corporations as ‘hollow firms (Van Tulder with Van der Zwart, 2006). The
consequential ‘fragmentation of production’ leads to increased levels of speciaisation
and differentiation, with firms in developed countries increasingly focusing on intangible
aspects of value creation (product design, branding, marketing, and communication) and
firms in developing countries increasingly focusing on the tangible aspects of value
creation. Developing country firms specialise in labour-intensive production as labour



costs are generaly low in these countries. Even though purchasing companies do not
manufacture, they do specify what products should look like, how it is to be produced,
and when. This results in ‘coordination without ownership’ (Gibbon et a 2008: 318;
Humphrey and Memedovic 2006; Humphrey 2004; Schmitz and Knorringa 2000: 178).
The position of the lead firm is thereby strongly influenced by the overall nature of the
commodity chains. Table 2 identifies three archetypical commodity chains that are based
on different types of drivers, industries, core competencies, which create favourable
conditions for specific types of core or lead firms (as well as related entry and exit
barriers). Producer-driven commodity chains put the lead in the hands of the producers,
whereas buyer-driven chains are dominated by the firms that are closest to end-consumer
markets (retailers and global brands). In-between bulk crops and commodity chains are
primarily dominated by international traders. As a result, the potential for change differs
per chain, not in the least because the core competences of the lead firm and their prime
driver differ. Table 2 further shows that fair trade products have been primarily
introduced in chains dominated by international traders, whose barriers to entry are
formed by economies of scope, which require much less scale economies than in other
commodity chains.

Table 2 Three Archetypical Commodity Chains

Characteristics

Producer-driven

Int. Tradedriven

Buyer-driven

Driver of GVC Industrial capital Private Capital Commercial capita
Corecompetence | R&D, production Coordination, risk Design, marketing
hedging
Economic sectors | Consumer durables, | Primary Non-durable
capital & commodities consumer goods
intermediate goods
Typical Industries | Aircraft, cars, Grains, cotton, Agro-food, apparel,
computers, fruits, coffee, cocoa, | footwear, toys
biotechnol ogy wood
Lead/Core MNEs (Boeing, International Retaill MNEs &
companies GM, Monsanto) Traders (Cargill) Global Brands
(Coca-Cola, Wal
Mart)
Barrierstoentry | Economiesof Scale | Economies of Scope | Working capital,
accumulated market
knowledge

Source: class notes Jeroen van Wijk, based on: Kaplinsky and Morris, 2001; Gibbon,
2008; Van Tulder et a., 2009a

Lead or Core firms are mostly located in developed countries and are powerful in
determining “what is to be produced, how, and by whom” (Gereffi et a 2001: 1). This
includes determining whether to outsource, make components in-house or something in
between, and specifying the price, volume, production, quality, and distribution (Gibbon
2008: 319). Vaue chains governed by global buyers are so-called because they buy
(semi-) finished products globaly. They have increased in importance the last two
decades. At the same time competition among producers in developing countries is



increasing as well (Schmitz 2004: 5-6; Schmitz and Knorringa 2000: 177-178). Most
authors assume one or a limited number of actors governing most of global commodity
chains. The degree of both explicit coordination and power asymmetry in international
chains depends on (1) the complexity of transactions (in particular the complexity of
information and knowledge transfer), (2) codification possibility of information, and (3)
the capabilities of the suppliers. Assuming each of these variables can take two values
(high or low), five likely outcomes are summarised in Figure 1.2

Figure 1 — determinants and gover nancein global value chains

Complexity of Abilityto codify: Capabilities in Degree of explicit
transactions transactions the supply-base coordinationand
power
asymmetry
Low High High Low
[
High High High
High Low High
High High Low
High Low Low High

Governance is seen as the basis of ethical trade initiatives. Low producer prices, certain
labour conditions, and environmental impact of production are, for example, seen as an
ethical problem and TNCs are held responsible for these problems. In dealing with these
problems it is possible to distinguish between ‘distributive justice and ‘procedural
justice’. The former is concerned with the fairness of the distribution of benefits and
burdens, while the latter is concerned with the fairness of the way one party deals with
another vulnerable party. Suppliers were found to prioritise procedura justice over
distributive justice. It is, however, only fair to hold buying companies responsible for
ethical problems if they are aware and have the possibility to do something about it
(Humphrey and Schmitz 2001: 21; Van Wijk et a, 2008: 10; Gilbert 2008: 6).

The growing importance of lead firms in supply chains, also has the effect that the
traditional distinction between ‘Fairtrade’ and ‘ethical trade’ has become of decreasing
importance. The principles under which Fairtrade operated designated it to have
relational value chain governance, where building long-term relationships and trust
prevail, with the explicit am of strengthening the position of the small-scale producers
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(Barrientos and Smith, 2005: 192).The original ethical trade idea was based on modular
governance that involves complying with minimum standards and the exploitation of
retailer’ s buying power to control the chain to meet their needs, resulting in higher profits
and dominant position over the producers (ibid). Fairtrade is becoming ‘modular’ in
many cases whilst some retailers supply chains have elements of relationa links
(Tallontire, 2009:1008). The transition from relational to modular governance structures
in particular of the supply chains of retailers has made fairtrade more mainstream, but
also prone to criticism. The ‘mainstreaming’ process threatens key elements of what is
considered the original vision of Fairtrade. For instance fair-trade products might become
associated with the bad reputation of certain distributors that might become less willing
to simply engage with Fairtrade organizations on an arms-length basis (Reed, 2008). The
move towards own-label Fairtrade brands by large corporate retailers, can - in this
context - be seen as a first step to generate higher profit margins by increasing control
over the supply chain, which is also compatible with the modular form of governance that
primarily relies on meeting minimum standards (Reed 2008: 11). Another concern is the
issue of ‘parallel production’, where a company becomes a fair-trade licensee, purchases
only a small amount of the products but on the basis of its status as licensee and creates
the image of a socially responsible ‘Fairtrade company’, while having only very small
percentage of its sales as Fairtrade products (Reed, 2008:14).

The demand for accountability stimulates in particular lead companies to adopt standards
and quality marks towards their suppliers (see sections 4 and 5). Standards are one way to
describe what has to be produced, how, and by whom. Through codification, standards
reduce the complexity of information transmission. Whereas standards used to describe
(or prescribe) technical, tangible specifications and characteristics, current standards also
include process characteristics, such as labour and environmental standards. Design and
enforcement of standards is carried out by different actors, including both public and
private actors. Governing (monitoring and enforcing compliance) is generally more
complicated for process than for product standards as certain product and process
gualities cannot be identified at the end product. As these qualities cannot be identified at
the end-product, the process needs to be monitored. Products possessing unidentifiable
product and process qualities were called ‘credence goods by Reardon et a (2001,
Humphrey and Memedovic 2006: 4, 15; Gereffi et al 2005: 85). Standards are codified in
certification systems to address what has to be conformed to and how, in which way this
is verified and published, and what non-conformance would result in. In the case of
external standards, buyers provide suppliers that are unable to conform in general
assistance only when the suppliers are important (Humphrey 2004: 5).

3.2 Small farmers: upgrading dimensions
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(Humphrey and Schmitz 2002a:

1020; Barrientos et al 2008: 7):

Process upgrading: transforming inputs into outputs more efficiently by
reorganising the production system or introducing superior technology

Product upgrading: moving into more sophisticated product lines (which can be
defined in terms of increased unit values)

Functional upgrading: acquiring new functions (or abandoning existing
functions) to increase the overall skill content of activities

Inter-sectoral upgrading: firms of clusters move into new productive activities

Social upgrading: enhancing the capabilities and entitlements of workers as social
actors, and enhances the quality of their employment
The benchmark of ‘upgrading’ provides an interesting benchmark for economic and
socia success of value chains. But there is criticism as well. Van Wijk et al. (2008) for
instance argue that upgrading not necessarily means moving up the chain, but rather
means doing things different from competitors. It could thus be ‘downgrading’ as well. In
addition it is noteworthy that upgrading to more value adding stages is not always
preferred as it can bring more uncertainties. Taiwanese computer manufacturer Mitac, for
example, chose not to move into product upgrading like competitor Acer, as it preferred
the security of low profit margins above the insecurity of innovative products with
potentially higher profit margins (Humphrey 2004b; Barrientos et a 2008). Kaplinsky
(2000) argues that increased output and employment not necessarily can be defined as
upgrading. Participation in the global economy is beneficial if it leads to sustainable
income growth. A sustainable growth of income has not been practice for every
developing country actor within a value chain. Kaplinsky uses the term ‘immiserising
growth’ which “describes a situation where there is increasing economic activity (more
output and more employment) but falling economic returns’ (Kaplinsky 2000).
A special report of ‘The Broker’, a Dutch development journal (16 October 2009)°, on
the ‘power of value chains' reveals, moreover, that the gains resulting from upgrading
strategies can be unequally distributed. Internationa value chains often excluded the most
vulnerable farmers and women, whilst those who are included only “benefit marginaly
due to the unequal distribution of power, as well as failures of markets and governments”
(The Broker 2009: 13). German research of the Development Institute in Bonn, shows
that value chains are becoming more exclusive, due to the imposition of quality standards
by those who control the chains, which effectively excludes small-scale producers from
the chain. Laven (2009:16) explains how this worksin practice as follows:

“For example, fair-trade organizations aim to pay poor farmers a fair price for

their produce, but membership of such schemesis often linked to land ownership.

As aresult, the benefits of fair trade often go to (male) landowners, and not to the

migrant laborers and female farmers who do not have title to the land they work.
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Many development initiatives have attempted to benefit small producers by
shortening value chains. In practice, this has resulted in the exclusion of
middlemen, who may aso be poor and may have difficulty finding aternative
employment. Thus the weakest actors in the chain often enjoy very few
opportunities to upgrade their business. However (...) given the right
circumstances, small producers can be profitably included in value chains.”

More appropriate conditions, in this view, have to be created by new types of governance
and ‘chain empowerment’ of the marginal producers in the chain. Value chain analysis,
in any case, involve power analyses. Leading authors like Humphrey and Schmitz (2001)
re-iterate that adequate governance — and not only upgrading at the bottom of the chain —
remains critical for establishing fair gains from globalization. Table 3 summarizes the
general determinants and conditions for successful upgrading as specified in the literature

Table 3 upgrading deter minants

Upgradlng deter minants Upgradlng conditions

Increased entry barriers leads to
reduced competition and increased
scarcity, which consequently leads
to increased economic rents
Excellence in manufacturing
Effective learning and application
of knowledge

Domestic and international supply
of exportables

Income

Productivity

Intensification and extensification
of farming

Processing opportunities

Sales

Employment and working
conditions

Price development

Diversification

Upgrading should be of interest for
the lead firm from a profit or
sustainability perspective

Support is required from lead firms,
governments, extension services,
NGOs, development agencies, or
donor agencies

Competitiveness

Nature and processing requirements
Transportability

Size of the domestic market
Innovation

Firm size

Access to wealthy markets
International trade regulations
Control over capital resources
Available assistance

Investment in upgrading

Source; Olthaar, 2009



4. Between regulation and self-regulation: setting new rules of the game?

The extent to which good intentions of lead companies and retailers can be
operationalized in actual good practices, depends on the question to which the ‘rules of
the game’ (institutions) can effectively be changed. Global supply chains, however, are
difficult to regulate. At least that is what governments around the world experience. Strict
rules on the ethical nature of imports are quickly considered as ‘trade restrictions or
‘protectionist’ measures. The only international body that looks at the conditions of
international trade is the World Trade Organization (WTO), which primarily tries to
make sure that trade is free, not necessarily ‘fair’. Other inter-governmental organizations
like the OECD or the United Nations have initiated codes and accreditation programmes,
that nevertheless remain largely voluntary. Across borders, the prime role is played by
companies and two types of informal institutions or voluntary measures to implement fair
supply chains. codes of conduct and quality marks or labels. These are ways in which
companies can try to make supply chains more fair and communicate this to end-
consumers. The experience until now in these areas is rather mixed, however.

4.1 Supply (external) codes of conduct

Codifications are triggered by intrinsic motivations such as the greater moral space
available for MNEs (Donadson and Dunfee, 1999), as well as by the greater strategic
need to coordinate and control the firm’'s activities spread over a large number of
countries and constituencies (Mamic, 2005). This is often the area of ‘interna codes of
conduct’ or ‘codes of ethics'. The strategic need for the formulation and implementation
of external codes of conduct as a coordination mechanism becomes bigger when firms
engage in sourcing out activities to dependent affiliates (off shoring) or to independent
suppliers (outsourcing) in developing countries, where the governance quality is often
relatively low and the cultural and institutional distance (Kostova and Zaheer, 1999) is
relatively high. A large number of (procurement) codes thus addresses supply chain
issues such as human rights, labour standards or the right to association (Carter, 2000;
Emelhainz and Adams, 1999). In this case firms have an incentive not only to formulate
codes of conduct, but aso to implement them. Extrinsic motivations for MNEs are
gaining in importance as well: the risk of reputation damage triggered by critical NGOs
precipitates MNEs to formulate international codes of conduct or principles of ‘corporate
citizenship’. In case the main motivation is due to actual and/or perceived stakeholder
action in the home country, MNEs might have an incentive to formulate, but not to
implement these codes - aslong as the code itself is sufficient to keep criticasters at bay.
Inactive and re-active codes represent a ‘liability’ approach towards the management of
international supply chains, in which the interaction with stakeholders generaly is one of
confrontation and/or evasion. Pro-active codes require an active involvement of
stakeholders. Expanding international supply chains have raised questions concerning the
scope of corporate liability, both under legal and moral rules. To what extent can firms be
held liable for deficiencies in a final product due to supply irregularities, or for labor
conditions in the supply chain that produced these products, and what kind of codes can
be formulated to manage this process? The existing literature on chain management
stresses liability issues and legal requirements in the home country as trigger for CSR
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strategies (Snir, 2001; Preuss, 2001). Others stressed that arm’s length relationships with
suppliers are no longer accepted (Philips and Caldwell, 2005), but the extent to which this
could lead to more active strategies and codes has been disputed. Mamic (2005)
concluded that more extended supply chains create bigger implementation problems,
whereas Maloni and Brown (2006) found that some issues were more easy to address
than other issues — such as for instance wages. Sobczak (2006) concluded that with the
broadening of the circle of personsthat is involved in the setting of new norms, processes
of change could be speeded up, but also that labor and employment law gets replaced by
consumer and commercial law. At the same time he warns for the rather arbitrary
character of consumer involvement in labor issues. The randomness of reputation
amongst consumers as driver for moral responsibility is also confirmed by Roberts (2003).
Most of these supply chain studies do not differentiate between the various CSR
strategies.

Box 1
Super mar kets making the supply chain mor e sustainable?
Global Social Compliance Programme

The first time that global retailers rather than global brands or manufacturers create a
common set of standards for the supply chain. By the end of 2006, the world® largest
retailers agreed on a unified set of workplace standards aimed at eliminating problems such
as child labor and unpaid wages in their vast global supply chains. Wal-Mart, Tesco,
Carrefour and Metro — the world® four largest supermarket chains, with more than $500bn
(€384bn) in aggregate annual sales — have been working with Migros, the largest Swiss
retailer, to develop a draft code of standards called the Globa Social Compliance
Programme.

The programme includes standards drawn from the companiesCexisting codes of ethics and
will also set out goals aimed at standardising a range of competing monitoring initiatives to
combat "audit fatigue" among suppliers.

"The ultimate objective is to improve conditions in the supply chain,” said Alan McClay,
chief executive of CIES, an international association of food retailers and suppliers that is
heading the initiative.

The code will cover both food and non-food production for retailers and brands — making it
potentially the most sweeping initiative since the emergence of the supply-chain monitoring
movement a decade ago.

However, it has received a cautious response from labour rights advocates concerned they
have not been consulted in the formation of the initiative, and are excluded from a direct role
in its governing board. Ineke Zeldentrust, of the Clean Clothes Campaign, one of the largest
European anti-sweatshop groups, said she would welcome efforts by the large retailers to
address supply-chain issues "but what | see now is a talking shop. We@ like to see them
actually join one of the better existing initiatives and actually implement their codes . . . What
we don®need is another platform to discuss codes or standards.”

CIES® board approved the new draft code in December. Mr McClay said details would be
made public in a month or so.

The involvement of Wal-Mart is the latest sign of the company® drive to improve its
reputation on social and environmental issues.

Financial Times, 11 January 2007
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4.2 Quality marks, labeling and accr editation

Company efforts can be made recognisable for consumers by means of a quality mark,
label or certificate. Such a quality mark or label enables a company or a group of
companies to communicate its commitment to society and provide stakeholders with
information on the quality and contents of products. There is great diversity and
enormous overlap among quality marks and labels (cf. Quak, 2009). There are sector
quality marks, labour condition quality marks (Oké bananas, Fair Wear, Rugmark, Fair
Trade), production conditions quality marks (FSC certificate, Rainforest Alliance),
recycling or organic quality marks (Eco — O.K.), human resources policy quality marks
(Investor in People) and product quality marks. CSR related quality marks are often
classified as ‘idedlistic quality marks'. A small country like the Netherlands aone boasts
about a hundred ‘idealistic’ quality marks and an additional one hundred green logos.
Europe has about thirty international eco labels. In the face of such diversity in quality
marks, the potential is great that the consumer may not be able to see the wood for the
trees. Moreover, due to the large number of quality marks, the instrument is threatening
to lose its force, as indicated by studies of the OECD (1997), which showed that
generdly, eco-labeling has been, at best, moderately successful with individual
consumers. Research conducted in many countries shows that the majority of respondents
did not know what the label actually meant. Every consumer can testify to this problem.
Accreditation councils around the world inspect whether a label does what it promises,
but not whether its promise also reflects the perception of consumers®.

So it remains difficult to address a complicated CSR problem by means of a quality mark
or label, not in the least because of lacking regulation. Some eco-labels are for instance
awarded to a product if it is ‘one of the least environmentally degrading of its kind’,
which may refer to anything from the production process or product properties to
recycling. Other eco-logos that hint at the recyclability of a product fail to be clear on
whether the product/the packaging is made of (supplied) recycled materia or if the
product/packaging itself can be reused. It is impossible for the consumer to establish
which of these qualifications apply to the product.

Also, while almost every consumer knows what the Fair Trade or Max Havelaar labels
stands for, some confusion surrounding these labels also exists. Consumers tend to be
under the impression that Fair Trade is the manufacturer and not just the quality mark. In
practice, a manufacturer could therefore ‘spoil’ the market for other manufacturers who
use the same label. If the label is awarded aso to other products, the potential for
confusion between product characteristics and quality mark further increases.

In most countries, the issuing of marks or labels is subject to (some) regulation but in
practice that does not do away with problems of overlap, diversity, confusing or
inadequate information and a lack of international coordination. Effective control and
international coordination, however, is exceptionally difficult. Control and coordination
of CSR themes are essential, but quality marks hardly supply any information about this.
National accreditation and certification Institutes appear not to have been able to curb the

* Labels around the world include a large number of ambiguous qualifications, for instance: biological
(‘bio’) in alabel is often not defined; ‘light’ is not specified in by the UK Food standards agency, ‘low fat’
is specified nowhere (at the same time it is usually quite easy to check on the package and compare with
other products FM); On the other hand, all food sold as ‘organic’ in Europe must be produced according to
European laws on organic production.
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number of quality marks. And internationally too, there is hardly any evidence of
coordination®.

Confusion can also be deliberately created. In 1993, the issue of deforestation was first
addressed by the FSC who introduced a global quality label. Following the early lead of
this scheme, however, severa regional forest certification schemes were set up. To a
certain degree it can be interpreted as an authentic response to the alleged shortcomings
of the label, but it can also be seen as an attempt to water down the original objectives of
the FSC scheme. A large NGO (WRM) in the field characterizes the many competing
certification schemes as the ‘greenwashing’ of logging activities. The rival certificates
have increased the confusion surrounding sustainable logging and have probably
withheld the FSC from formulating more stringent rules (in order not to loose its appeal
asaleading labdl).

4.3 Dealing with information asymmetry: the ambiguous role of gover nments
Governments around the world clearly have difficulty in regulating labeling and
codification initiatives. They are not willing or able to choose ‘the best’ label, whilst they
aso have problems in identifying relevant labels. This is representative for the
ambiguous position governments have been taken due to de-regulation and privatisation
pressure of the last 15 years. Dealing with so-called ‘information asymmetries in the
market is normally considered to be one of the prime responsibilities of governments.
Information asymmetries frustrate the effective operation of markets. Abundant and
uncoordinated labeling creates a very specific form of information asymmetry which
leads to flawed and sometimes misleading communication towards consumers.
Sometimes, governments try to take a midway position by providing information on
labels to citizens/consumers. In practise, this proofs a difficult exercise. In the
Netherlands, for instance, the ministry of Economic Affairs set up a “consuwijzer”
website (www.consuwijzer.nl) to provide consumers with information on a selection of
labels. The selection proofs very sketchy, based on self-submitted labels, with rather
scant reference to the question whether the labels delivers what it is supposed to do,
although only labels that passed the test of the accreditation council are allowed. The
result is a very limited number of (approximately forty) labels in particular on
ecology/recycling, sustainable and safe building, and ‘healthy’ food. Consumers that
want to check the site to get advice on what to buy in order to contribute to sustainability,
will not really be helped much. Moreover, the selection does not include any ‘fair trade’
labels at al. It proofs easier to show ecological (recycling) and health-oriented labels than
fair-trade labels. In some instances, this is because governments do not want to make a
choice for a particular brand. In fair-trade labeling, sometimes the label is the brand (cf.
‘Red’). In aletter to parliament in 2008, the state-secretary of Economic Affairs, gives a
much more practical argument. He argued that there are not enough fair trade labels
available to grant inclusion on the website. A quick scan of the fair trade labels and
brands available the Netherlands at the moment, however, reveals that this is not really
true (Figure 2). There are now initiatives to give information on these labels as well, but
it is highly unlikely that the ministry will be able to provide adequate and selective

" The Key mark introduced by CEN in the mid-1990s, to coordinate quality marks is not well established
yet.
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information to create sufficient market transparency to facilitate fair trade to proliferate

through labels.
Figure 2 A selection of ‘fair trade’ labels and brands availableto consumers
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5. Between liability and responsibility: implementing strategic trajectories of change

What is the experience of lead companies until now? Have they been triggered by
fairtrade initiatives to become more pro-active in their purchasing function? How to
judge — for instance — the suppliers codes as introduced by leading retailers (box 1)?
Motivaction research (PriceEaterhouse Voopers, 2009), found that 37% of companiesin
the Netherlands consider chain responsibility and CSR oriented purchasing policies
relevant. This finding applies in particular to the largest companies. This finding
corroborates with the move of |eader/core firms towards more (pro)active forms of CSR
in particular in their chain management — much less it seems in their marketing strategy.
The purchasing power of leading firms in supply chains is sizeable and growing. This
power can be used to cut prices and put pressure on the suppliers, but also to increase
‘procedural justice’ in the buyer-supplier relationship (cf. Fearne et a., 2005). A ‘low
price strategy’ does not automatically imply that suppliers are treated unjust, with lower
margins (ibid). Fearne et a. (2005:579) conclude that in the buyer-supplier relationship
‘procedural justice’ might be of greater concern for suppliers than ‘distributive justice’.
To what extent are leading companies moving from an inactive towards a more
(pro)active supplier relationship? Research in this area struggles with the problem of
distinguishing public-rel ations statements and the strategic intent of companies from their
implemented (realised) strategies.

The purchasing function represents one of the most important dimensions of a
corporation’s CSR strategy (Carter and Jennings, 2002). This is the area of ‘Purchasing
social Responsibility’ (PSR), ‘responsible purchasing’ (Responsible Purchasing
Initiative, 2006) or ‘Socially Responsible Buying” (SRB). PSR refers to the “strong
desire of the purchasing organization to maintain along-term relationship with suppliers”
(Carter and Jennings, 2002: 39). Carter and Jennings (2002) and Carter (2005) have tried
to research the impact of PSR on supplier performance and buyer-supplier relationships
in the upstream supply chain. Although the research areais till in its infancy (Van Mil,
2007:104) many authors suggest that this relationship is (moderately) positive. Whether
the relationship is influenced by forms of ‘organisational learning’ can only be supposed
(Carter, 2005). Furthermore, there is no guarantee that firms that engage in PSR will
improve their performance. It depends on specific ‘competencies of the firm (in
relationship with its stakeholders/suppliers). Others (Marcus and Anderson, 2006) found
for the retail food industry in specific that business and social competencies have
different determinants. The build up of trust and reputation in the chain are important
factors that influence the relationship (and ultimately the performance in the chain) and
increase the ability of the retail company to coordinate the chain (Carter and Jennings,
2002).

So amore or less coherent strategy towards suppliers can be supposed to have a positive
influence on the whole chain. Dynamic capabilities in the direction of socid
competencies will be enhanced by a broadened mission definition of the firm to include
the concerns of a variety of different stakeholders (ibid: 39). In moving from an in-active
to a pro-active CSR approach firms thus have to build up substantial own capabilities,
develop chains on the basis of joint responsibilities (cooperate) with suppliers, which
probably implies a changed mission. In terms of the geographical spread of suppliers, the
more local suppliers are, the more they can be involved in this co-production strategy.
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Table 4 Supplier relationships and CSR strategies

IN-ACTIVE  -=—-m=-mmcemmemommmccooomooooceoe ACTIVE

RE-ACTIVE  —----omoomoomoo oo PRO-ACTIVE
“Corporate Self “Corporate Social “Corporate Social “Corporate Societal
Responsibility” Responsiveness” Responsibility Responsihility”
Chainsonthebasis | Chainson the basis Chainsonthebasis | Chainson the basis
of pricesonly; strong | of pricesand quality; | of fair pricesand of joint
competition for suppliers are high quality; responsibilities;
customers; active use | responsible for e.g. suppliers are selected | quality and prices are
of power positionin | labour conditions onthebasisof their | set together;

chain; no systematic
attention for e.g.
labour conditions
(prime responsibility
of supplier)

approach towards
e.g. labour conditions

definition of fair
wages and |abour
conditions are based
on consultation and
strategic dialogues

Cost, control, risk
aversion

Cost, control, quality

Control and quality

Co-development and
quality

Only CSR that does
not cost much (and
does not result in

Only CSR if needed
and/or available (and
does not resulting

Upgrading according
to own standards (cf.
Van Wijk et a, 2008)

Upgrading according
to joint and/or open
standards (cf. Van

higher purchasing higher purchasing Wijk et a. 2008)
prices) prices)
Probably below 5% | Below 25% of CSR | Between 25-60% 60-100% CSR asam
of purchases of purchases CSR of all purchases

(maximum customers | asam

want)
‘buy’ ‘make or buy’ ‘make’ ‘cooperate
‘globa’ ‘global’ ‘regional’ ‘local’

Supplier’s codes of conduct strategy:

Internal codes Specific supplier General supplier Joint codification

codes codes initiatives: dialogues
Specificity: low Specificity: high Specificity: low Specificity: high
Compliance: low Compliance: low Compliance: high Compliance: low
Labelg/trade-marks

Labelsinitiated by

Labeling to prevent

Ethical |abels: only

Interactive labdls:

governments or to liability suits; no the best labels are joint development of
specify product coordination of relevant; no ‘appropriate practice’
qualities; |abel's needed; coordination needed; | approach towards
instrumental identification of identification of products and
approach to labels ‘worst-practice” ‘best-practice information
assymetries

Chain Liability Chain Responsibility

Sources: Van Tulder et al. (2009a, 2009b).

Maignan, Hillebrand and McAlister (2002) — in their delineation of the road towards
Socially Responsible Buying (SRB) — also see the pro-active approach towards SRB as the
ultimate goal of corporations which implies a strong involvement of ‘organizationa
stakeholders' (although relatively vaguely specified, with four types of SRB that are
rather loosely defined: ‘reactive’, ‘defensive’, ‘accommodative’ and ‘pro-active’). Table
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4 gives the most important general indicators of the various (CSR) purchasing
relationships (Cf. Van Tulder et al, 2009). Companies thereby face two types of trade-
offs: (1) in attitude between an inactive and active stance, (2) in responsiveness between
are-active and pro-active approach. Inactive firms are often triggered to start-up a change
tragjectory due to pressure from societal groups. But this has aso consequences for their
mainstream supply/purchasing strategy. The more firms try to become active and pro-
active in their supply strategy, the more they have to link this to other functions of the
firms and align this with the interests of external stakeholders. By doing this firms move
along a path of different types of ‘CSR’: from Corporate Self Responsibility towards
Corporate Societa Responsibility. This implies very complex adjustment strategies that
are not easy to obtain and attain. The willingness of lead firms to become more
sustainable in their purchasing strategy is neither a sufficient nor a necessary condition
for strategic change.

5.1 Lead firmsand their strategies. examples

Thereis hardly any systematic research done on the actual chain strategies of leading
companies. Table 5 gives exemplary statements of Fortune top 100 companies on the
issue of fairnessin their supply chain strategy.

The examples indicate that companies in producer-driven supply chains — like Ford
Motor — have gone furthest in identifying their value chains as part of their competitive
strategy and have felt inclined to create more transparency in assessing the impact of
every part of their supply chains on economics, social and environmental factors. This
feeds the idea that producer-driven supply chains will probably be relatively inactive or
reactive towards sustainability. Only in case external stakeholders — like trade-unions -
get involved in the formulation of supplier codes, do these firms adopt a more active
stance (Cf. Van Tulder et a, 2009a). Global brands with high degrees of integration in
the chain like Nestle that constitute a combination of producer-driven and buyer-driven
value chains take an explicit and interesting stance on fair trade, by considering it
synonymous with free trade.

Table5 Exemplary statements of Top 100 Companies
on their Supply Chain strategy (2009)

General - “Global trade must be fair. From international labor and environmental standards
Electric to intellectual property rightsto market transparency, all participantsin the global
economy must live by international rules of the road. Technical standards should
not be used to bar access; governments should refrain from trade-distorting
subsidies; and WTO decisions must be respected”.

GE viewpoint statement on fair trade at www.ge.com

British - “Weintend to develop our work with local suppliers and businesses, including
Petroleum planning to standardize the way we screen the human rights records of suppliers’.

British Petroleum Company sustainability report 2007 bp.com/sustainability pp 33.
Royal - “Thinking globally does not mean that local suppliers miss out. We actively
Dutch promote the use of local suppliers and contractors and train local companiesto
Shell help them meet our standards, so they can compete for contracts.”

Royal Dutch Shell responsible energy report 2008.
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Ford
Motor
Company

“Increasingly, we are bringing our understanding of a wide range of sustainability
issues into the stages of our value chain. Environmentally, we are improving our
manufacturing efficiency, cutting the emissions of our vehicles, designing
vehicles with end of life in mind and increasing the recyclability of our vehicles
and our use of recycled materials. Socially, we seek to strengthen the communities
weee part of, expand the connections within them and improve our relationships
throughout the value chain. Economically, we are trying to build our capacity to
adapt and respond to the variety of challenges and opportunities present at every
stage, meeting our customers@eeds as well as our stakeholders@xpectations’.

Ford Motor Company website: Our value chain and it’simpact.

Vodafone
Group

“V odafone has been using Fair Trade products as corporate promotional items and
gifts for employees and partners for along time now.”
“Vodafoneis also trying to promote the principles of Fair Trade to the general
public. In August, through the company blog, it held a contest with Fair Trade
products as prizes. The objective was to raise awareness about Fair Trade products
and to engage the public in discussion. VVodafone also uses Fair Trade packages as
commemorative items at various conferences on aregular basis.”
Vodafone website under Media Relations 16 October 2008
“We use our influence to encourage suppliers to provide more products with a
reduced environmental impact. This helps stimulate the market for these goods. For
example, we have purchased energy-efficient shuttle buses for employees working at
our Newbury HQ and we buy Fair Trade coffee for our cafes.”
Vodafone website under Corporate Responsibility ~ Supply chain 2009

Electricité
De
France

“The 2005 global Corporate Social Responsibility Agreement established the
group’ s commitment with respect to its subcontractors and provided a framework
for consistent relations with these companies and their service providers, with a
view to social and environmental responsibility”

Electricité de France sustainable development report 2008 pp39 + pp40

Wal-Mart
Stores

“We are purchasing more produce from local farmers and purchasing products
that are grown and produced by people who use sustainable practicesin their
business. Our goal at Wal-Mart isto have along-term supply of reliable
agricultural and seafood products harvested in a sustainable way.”
“We carry 8 coffees under our exclusive Sam’s Choice brand that are either
Organic Certified, Fair Trade Certified or Rainforest Alliance Certified, and we
also carry two Member®Mark coffees at Sam® Club that are Fair Trade Certified.
Customers and Members get gourmet coffee at a great value while farmers, their
communities and the environment all benefit.”
“Achieve 10 percent traceability of all diamonds, gold and silver in jewelry sold in
Walmart U.S. from mines, refineries and manufacturers, meeting ethical sourcing
standards and responsible mining criteria by 2010.”

Wal-Mart sustainable part of the website

Volkswagen

“Volkswagen is the only automotive company among the winnersin the
“Germany’s most sustainable brand” category. Among other things, the jury
praises the Volkswagen Group'’ s sustainable supply chain, anti-corruption
initiatives and ethical guidelines.”

V olkswagen sustainability report 2009/2010 pp 16

Nestlé

“these days, you see the label oninternational brands. The implicit message is that
normal tradeis not fair. Apparently, thisimplicit message is not a matter of
concern for those from mainstream business who use the label to appease some
critics. FREE TRADE ISFAIR TRADE.”

P. Brabeck-Letmathe, CEO of Nestlé S.A. — Chief Executives' Club Luncheon speech

[Starbucks]

We're committed to 100% grown ethically and traded fairly by 2015
Starbucksisthe largest buyer of Fairtrade products at the moment
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Buyer-driven firms — in particular in the retail industry, but the oil industry is another
candidate — are often most explicit in their effortsto buy ‘local’. They also choose to link
the fairtrade image to their corporate brands. Wa Mart is a clear example of that. This
feeds the idea that buyer-driven supply chains are inclined to take a relatively re-active
stance towards global fair trade, unless they are able to couple this to their marketing
strategy and can tap in on fairtrade interested consumers. Service oriented firms like
Vodafone provide an interesting illustration of yet another inactive/reactive approach
towards fair trade, by primarily stating that fairtrade products are used in the cantine.
Fairtrade, thus, becomes part of Human Resource Management and internal logistics, but
not of the purchasing or marketing strategy. International trade-driven firms or smaller
buyer-driven firms, however, are the most clear candidates for an integral approach to
fairtrade. With these companies — Starbucks is a prime example of this approach — the
ambition towards full-scale and pro-actively implemented fairtrade is most prominent. In
particular corporate branding plays a role with this type of lead firms. The label becomes
the brand.

5.2 Indifferent consumers or ambiguousr etailer s?

Not many international chains are dominated by consumers. Even demand-driven supply
chains have retailers or brands as lead actor not consumers. This might explain partly for
the discrepancy between the declared intentions of consumers and what they actually do
in terms of sustainable consumption. Motivaction research in the Netherlands for instance
indicates that 24% of consumers opt for more sustainable products, but the actual
purchasing behavior falls sharply short of that. In France, surveys indicate that between
25% and 40% of the consumers make purchasing decisions according to ethical or
environmental reasons. 17% even agrees to pay more for ethically produced products
(CREM, 2009). However, in practice sustainable clothes for instance only account for
about 5% of the total retail sector sales in most countries around the world. In countries
where retailers have become more active in propagating far trade products as
‘mainstream’ there are indications that fair-trade indeed reaches its much higher market
potential.

In applying the framework of Table 4 to the supply strategy of leading retail firms around
the world, the following transition picture emerges (Table 6). In the 1995-2008 retailers
have been moving in the direction of more active chain strategies, but not al and not all
enthusiastically. All retailers see for instance food safety as a prime area for very strict
quality codes and control. This strategy can at best, however, be seen as an active
approach. Only in case active support of sustainable suppliers coalitions such as the
Marine Stewardship Council exists, can one speak of a more (pro)active approach. As
regards fairness in supply chains, the position diverges strongly. In some countries, the
preconditions for more active supply chain strategies are clearly more positive. Examples
are Finland, Switzerland and the United Kingdom. In these countries, the preconditions
for rapid progress towards more active and more fair supply chains are considerably
better than in other countries. It alows retailers indeed to go quicker for chance in their
supply strategies. In other countries, like the Netherlands, the competitive environment —
in which retailers for instance compete on the basis of continuous price ‘wars — can be
considered more detrimental for quick progress in the area of fair trade (not necessarily in

19



other areas like ecological food). This points aso at the influence of other stakeholders
like shareholders and governments. Interestingly, sometimes private companies under
these circumstances are better able to ‘go for fair’ than public companies. What looks like
a step in the right direction (box 1) with retailers coordinating their supplier’s codes of
conduct, in practice sometimes need to be interpreted as a much more modest step
towards are-active approach, asin the case of Wal-Mart and/or Carrefour.

Table6 Transition trajectoriesin purchasing strategies
of leading retailer s (1995-2008)

company In-active Active |
Re-active Pro-active

Ahold (Neth.)

Laurus/S.deBoer (Neth) |

C1000/Schuitema (Neth) 72Ny

Kesko (Finland) —

Coop (Switzerland) ——>

Tesco (UK) ——

Wal-Mart (USA) >

Carrefour (France) —

Source: based on Van Tulder et a. (2009b)

The result of the above transition strategies is that the United Kingdom and Switzerland
in particular seem to be leading in implementing the idea of fair trade, or ‘chains for
change’. The United Kingdom represents the largest and most diversified Fairtrade
market in the world with a range of 3000 Fairtrade certified products. The main retailers
for the Fairtrade products are Sainsbury’s, Co-op, Waitrose, Marks& Spencer and Tate&
Lyle. The situation is described by industry analysts as ‘very encouraging’ because some
power brands that previously did not want to participate now ‘want to engage
(Contrasting national profiles, 2008) .The largest retailer of Fairtrade in the UK is
Sainsbury’s, with 700 Fairtrade products and annual total social premium of $12 million,
which is distributed among the developing countries (CR report Sainsbury’s, 2009: 17).
Moreover, Sainsbury’s also sells most Fairtrade bananas in the UK and the goal by 2010
is to have 100% of own brand tea and roast and ground coffee to be Fairtrade (CR report
Sainsbury’s, 2009: 17). Tesco has comparable ambitions.

Measured as per capita spending on Fairtrade products, Switzerland finally takes the first
place with EUR 18, which is considerably ahead of any other market in the world.
According to industry analysts, this position is due mainly to the early commitment of the
county’s largest food retailers- Migros and Coop, which put Fairtrade “in the mainstream
from the beginning” (Contrasting national profiles, 2008). Coop posted sales of 135
million francs and is by far the biggest licensee of the Max Havelaar Foundation and is
one of the leading marketers of Fairtrade products. (Coop Sustainability report, 2008)
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6. Conclusion: an action and resear ch agenda

This position paper revealed that the topical area of ‘chains for change’ is still surrounded
by major analytical, conceptual, empirical, strategic and political ambiguities. The areais
nevertheless slowly emerging into very promising directions, but is still in its infancy.
This implies that the development of effective strategies by either lead companies, small
producers, governments and/or consumers is a difficult task. One of the biggest problems
has been to assess the nature of international chains and develop feasible change
strategies. One of the biggest problems, thereby, has been that neither consumers nor
governments have been considered particularly relevant as change agents. Whether this
holds true — either in a descriptive or prescriptive sense - is open for further debate and
research. Notwithstanding these questions, the role of lead/core firms in global value
chains stands out as vital. Not many of these lead firms have developed active or pro-
active strategies yet. So there is still a *world to be gained’. This paper has identified a
number of the most important trade-offs and dilemmas that have to be addressed by
researchers as well as business strategists and policy makers. This leads to the following
‘balancing acts':
- Baancing supply and demand in chain participants and between retailers and
consumers
- Baancing inclusion and exclusion of smaller suppliers and intermediaries
- Baancing selection and upgrading: using quality marks and labels not only as a
tool of selection, but of sustainable development
- Baancing over-regulation and chaos. overcoming information asymmetries in
markets by either appropriate government policies or coordinated private action
- Baancing go-it-alone and cooperation: forming aliances with relevant
stakeholders to come to ‘ procedural justice’
- Baancing national politics, policy and responsibilitiesin an international context

The following questions for each of four relevant actors remain relevant:

Governments:

- Should governments be more clear about the meaning of labels and trade-marks
for sustainability? How to solve existing information asymmetries: through
regulation, self-regulation or something else (‘ smart regulation’ ?)

- Should you try to make trade fair also at the macro-economic level: i.e. what
about the WTO mandate for free trade; should it be transformed into a broader
mandate for ‘faire trade’ or should maybe other organisations take up this task;
the FAQO for instance?

- Agricultural policies by the US and the European Union frustrate the operations
of commodity chains;, what can be done to give developing countries a fairer
chance for access to developed regions?

- Effectiveness of development aid: should ‘upgrading’ of local entrepreneurs
become an official benchmark for success?

- Are partnerships a necessary and sufficient condition for development in
international (commaodity) chains?
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Government is one of the biggest consumers. How do they use their own purchase
policy to stimulate sustainable chain management?

Firms:

How to move more quickly towards a pro-active approach?

Under what conditions will partnerships with NGOs create a more favourable
climate for change towards sustainability?

Include Upgrading possibilities in your value chain approach: what about
exclusion of weaker groups like women, minorities, smaller firms. Is that a
problem?

How to deal with the chaos in labeling initiatives? Should you define your own
label as a Unique Selling Point or try to coordinate that in order to create more
transparency towards consumers?

Waiting for consumers to formulate effective demand or taking own action? What
alternatives —for instance of ‘ coproduction’ and/or ‘ co-consumption’ - are there?
How is marketing (telling a big story) affecting sustainability (telling a realistic
story). Is CSR-marketing a threat (green washing) or a chance (communicating
commitment)?

Civil society:

Is it acceptable that companies are not able to support the demands from
increasing numbers of consumers to provide them with more sustainable choices?
How to effectively create empowerment at the lower end of the chains?

How to deal with the potential exclusion of marginal groups as the consequence
of particular fairtrade initiatives

Can civil society as ‘consumer’ take up different responsibilities than civil society
as ‘citizens' ? How can civil society create greater transparency in markets?

Is it possible for NGOs to create a partnership with lead firms to make chains
more sustainable? What are the conditions of success?

Science:

Mapping global value chains in more detail is still a problem in a world that is
oriented towards national economies.

Understanding the determinants and preconditions for upgrading: action research
might be needed to fully develop strategies for entrepreneurs at the low end of the
value chain; more systematic research is needed.

Developing partnerships in particular between NGOs and lead firms: what are the
preconditions of effectiveness?

Governance research could lead to innovative ways to govern global value chains
and solve information asymetries (smart regulation)

Further develop the concept of ‘core firms and/or ‘lead firms': what repertoire of
action can they develop to become pro-active agents of change towards more
sustainable value chains?

Methodology: case studies often prevail for obvious reasons; so the challenge is
how to move from individual case study research to more generalisable research
methods.
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Annex A Topicsin the scientific literature: Quotes (2000-mid-2009)
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[3] “Commodity Chain” AND “labels’
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