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The Effectiveness of Private Food Governance for Sustainability

Abstract:

This paper aims to evaluate the effectiveness nfaf food governance in addressing the
environmental challenges facing the global foodtesys today. Greenhouse gas emissions,
decline of biodiversity, water pollution, pesticidse and the generation of waster are considered
the new agrarian questions of this century. Criygiahe governance of such environmental
strains is a rapidly emerging issue for privateoes;twho have become key players in global
food governance. Yet, few studies have tried toewstdnd the actual impact of private rule-
setting, in general, and retail governance, inipalgr, in detail. Drawing on global governance
literature and organisational theory, this papeal@ates the effectiveness of private food
governance institutions for sustainability, in terrof their comprehensiveness, stringency,
compliance and coverage. Next to this quite namoderstanding of effectiveness the paper also
identifies the broader political and soci-econoimituence of private food governance in terms
of structural, cognitive and normative effects. Tgaper illustrates its arguments in two cases,
namely GlobalGAP and the Marine Stewardship Courkd such, the paper advances our
theoretical knowledge on private rule-setting togibns and contributes empirically to political
science research by making available new data enreently understudied case of private

governance.
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1. Introduction

The environmental sustainability of the food se@tan essential precondition for the well-being
of societies worldwide. Global environmental chages, in particular climate change, as well as
pollution and water shortages, are expected to pesere threats to the provision of adequate
amounts of nutritious and safe food (High Represterg and EU Commission 2008). Likewise,

biodiversity decline and the associated reducedcagral productivity and ecosystem

resilience significantly affect food security andgal livelihoods. At the same time, hazardous
environmental practices also have negative headfercussions. In agriculture, pesticide
poisoning by farmers and rural workers, for insgnes a frequent phenomenon particularly in
developing countries, while legal provisions for rikgrs’ health and safety are almost non-

existent.

In addition to the agricultural sector, fisherige also under considerable environmental stress.
Currently, over 70 percent of the world‘'s commdtgiamportant marine fish stocks are over-
exploited, fully exploited, depleted or recoveriftgm over exploitation (FAO 2007)lue to
overfishing and by-catch. These trends have ledatastrophic declines in fisheries that have
sustained coastal communities for generations.igks donsumption represents the main intake
of protein for about one billion people globally,ost of them in developing countries, the

undermining of fisheries also carries importantdaecurity implications (DFID 2006).

Crucially, the governance of such environmentalisg is a rapidly emerging issue not only for
governments but also for private actors (Lang aadiiy 2007). Private actors, in particular

transnational corporations and civil society orgations, increasingly design, implement and
monitor rules and standards that guide and presentainable behaviour in food supply chains.
Even though the involvement of private actors iobgl politics is not a new phenomenon, the
creation of cooperative arrangements - in the fofrorganisations- that lead to private rule, thus

complementing traditional ways of political influay is relatively novel (see Pattberg 2004).

A number of private governance organisations primgiso address sustainability concerns of

the food sector can be currently identified at ghebal level. In agriculture and fisheries, these

include the International Federation of Organic Kioents (IFOAM), the Sustainable
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Agriculture Network and GlobalGAP, the Marine Stedship Council (MSC), and the
Aquaculture Certification Council (ACC), to naméeav. Such organisations are set up either by
business actors alone, such as GlobalGAP, or ikdgh&ext of private-private, such as MSC and
ACC, and public-private partnerships, such as SBAd.the sake of time and space, this paper
focuses on two of those organisations that havaigtjprominence in global food governance,
in particular GlobalGAP and the MSC.

Particularly, the paper aims to evaluate the effeness of these organisations in addressing
sustainability concerns in agriculture and fisherierawing on global governance literature and
organisational theory, this paper evaluates tHécgveness in terms of the comprehensiveness,
stringency, compliance and coverage of their raled standards. However, next to this quite
narrow understanding of effectiveness the paperidintifies their broader political influence in
terms of structural, cognitive and normative effecthe paper is structured as follows. Section 2
presents a conceptualisation of effectiveness aieflybintroduces a framework for its analysis.
Section 3 empirically pursues its arguments, in tases of private food governance, namely the
MSC and GlobalGAP. Finally, section 4 concludes tpaper and provides some

recommendations for improved sustainability perfance.

2. Conceptualisation of Effectiveness

This paper aims to evaluate the effectivenesseftiivities of transnational private rule-setting

organisations in food governance. These are imistitsl that are set up by non-state actors of
more than two countries with the aim of regulatmglistinct policy area, in this case food

sustainability, through rules and standards. Amnedily, effectiveness can be studied following

Easton’s three-dimensional concept, as output,ommtcand impact (Easton 1965; Fuchs 2006).
The policy or standard is the output. The behadbwehange achieved in the course of a
standard’s implementation represents the outconte general change resulting from the

interaction with additional economic, social anditpzal externalities is the impact. This paper,

however, goes beyond this rather narrow concegtitadn of effectiveness and points out the
need to take into account the broader political aado-economic effects resulting from the

development and exercise of private rule, as well.



Output

The output is the result of the formation of thstitution in question (e.g. a standard, a code of
conduct, a set of principles or guidelines, eOytput can be determined in terms of stringency,
comprehensiveness and visibility. Stringency reterthe degree to which a scheme requires
actors to implement behavioural changes (Auld et2@D8) It differs according to whether
management-system-based or performance standasdsadopted, and the ambition of
performance standards (Fuchs 2006). Comprehensivamdéers to whether a standard has a
broad or a narrow sustainability focus. Finallysibility refers to whether the standard is

business-to-business or communicated to consutmensgh a label.

Outcome

Outcome refers to behavioural changes achievedhencourse of the implementation of the
agreed output. In practice we are interested in dkent to which the rules set by the
organisation have been met in practice, i.e. canpk. Compliance is, to some extent, a
function of the output itself (see also Fuchs 200@B)us, very stringent and comprehensive
standards are probable to induce higher levelsoofptiance in relation to flexible standards.
Stringency and comprehensiveness, however, migbtlaad to less participation and/or induce
actors to join competitive, less strict standaisreover, a very stringent standard might only
be met by those actors who are environmentallyarsticially responsible already. In this case
participation in the standard might primarily serae a marketing tool without requiring
noteworthy behavioural shifts. On the other hamapmitment to a scheme might improve the
chances of sustainably desirable behaviour in ¢mg Irun by “locking” actors in particular
behavioural patterns. In any case, an examinaticcompliance has to be complemented with
information about the characteristics of actors pgidlg the scheme (i.e. the group whose

compliant behaviour can bring associated sustdityabenefits).

I mpact

Impact refers here to environmental improvemenwultimg from compliance with certain

standards. Certification schemes, for instanceldcmsult in practices that alleviate pressure on

high conservation-valued resources or reduce presdor destructive activities. Sometimes,

however, the reverse phenomenon is also observesedRth on the effects of the Forest
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Stewardship Council (FSC), for instance, revealst ttontrary to the scheme’s objectives,
deforestation is in fact increasing due to highespure in non-certified lands (Gullison 2003).
Although impact is a crucial indicator of effectness, scholars observe that it is often difficult
to disentangle the role of particular institutidnem exogenous factors, such as governmental
regulation and the broader political and economiext (Biermann et al. 2009; Pattberg 2005).
Moreover, there is often a lack of impact reportbagh from the organisations themselves as
well as from external studies. Ultimately, howevetio complies with what standards can
indirectly determine the environmental improvemerits be expected by the standard
implementation. Impact is easier to identify andamge in cases where the majority of relevant
stakeholders participate in the governance schewehe policy area of interest is restricted and

well-defined (Biermann et al. 2007).

Political and socio-economic effects

Finally, the paper also evaluates the broaderipaliatnd socio-economic changes associated
with private regulation. Three broad categoriegolitico-economic effects can be identified
(Dingwerth and Pattberg 2007): (i) material andicral effects, such as shifts in markets or
power relations that go beyond mere compliance iemglementation of rules. Indeed, while
voluntary in nature, many private rules have becdméactocompulsory, defining entry rights
to markets and resulting in significant restructgrof global supply chains; (ii) cognitive effects,
such as becoming a reference point for other prigad public rules. In that context, scholars
observe that while a number of private rules andicfples originate in intergovernmental
agreements and decisions (e.g. corporate labondatds are anchored in ILO conventions),
today, the opposite phenomenon is also observédatprgovernance institutions increasingly
influence governmental regulation (Clapp 2001)i) (formative effects that result from the
concrete rules and standards once they becomellgobiading in a larger context. In
sustainability governance, in particular, privatestitutions foster new interpretations of
problems and their solutions, thus also creatireg dbntext within which their sustainability

performance can be seen as successful and benefmiagociety (Fuchs and Kalfagianni 2009).



Analysing the Effectiveness of Transnational PEvRule-setting Organisations

The previous part commented on the effectivenegsrighte rule in four dimensions, namely
output, outcome and impact, and their broader ipalitand socio-economic effects. This part
inquires into potential explanatory factors foreetiveness. We draw our arguments from two
literature strands. First, the global governantadture, particularly from a critical perspective,
draws our attention to the importance of power amthority as key determinants for the
effectiveness of private rule (Cutler et al. 2009all and Biersteker 2002). Second,
organisational theory draws our attention to infithal design as important factor in explaining
effectiveness (Breitmeier et al. 2006; Biermannakt2009). This paper combines the two
literature strands by examining aspects of instihatl design in their interaction with facets of
power and authority. Specifically, we argue thdb@us on elements of institutional design can
help us better understand the sources of poweraatitbrity organisations draw from in their
effort to design, implement and monitor privateerul variation in such sources, in turn, can
lead to different expectations about the effectassn of private food governance for

sustainability.

Power

The power to govern results from the ability of thie-setting organisation to constrain actors’
choices and their behaviour. It is discerned inrternal and external dimension. The internal
power of the organisation to govern depends omptegsence of institutional structures attributing
rights to actors to participate in decision-makmgcesses while excluding others, the autonomy
of the organization from external influences, a#l e the presence of mechanisms that allow it
to enforce its decisions. More specifically, orgations that have relatively open and
participatory governance structures are more opéanfiuence from diverse audiences. In turn,
different participation patterns can induce différeoutput characteristics by allowing the
introduction of diverse preferences. Thus, mubikeholder organisations are likely to produce
more stringent environmental standards in relati@norganisations dominated by business
actors, due to the inclusion of civil society astoproponents of prescriptive measures (Auld
2007). Likewise, organisations that incorporateiremmental as well as social interest groups
and have broad geographic representation are likelyproduce more comprehensive

sustainability standards.



Autonomy from external influences is determined dolarge extent by the sources of
organisational funding. Organisations that are ddpet on external funding are more likely to
be susceptible to outside preferences in relatorganisations that depend on membership
fees, for instance. Although it is difficult to empally demonstrate the extent to which donors
influence organisations’ output decisions and/@irtiperformance we consider it an important
indicator of organisational vulnerability to extatrevaluation criteria and preferences, to at least

comment upon.

Next, instruments that allow the organisation tsuea that the target group conforms to the
behavioural and performance standards set by tenmation is another determinant of power.
Such instruments include, in particular, enforcetneronitoring and control mechanisms. The
latter introduce penalties and rewards providirggitives for adjusting behaviour in accordance
with the organisation’s objectives, thus affectiwgcome, i.e. compliance. The presence of such
mechanisms is particularly important in cases ofdaand heterogenous target groups where
cheating becomes an attractive option (Fuchs 2866yell as in cases where actors complying
with the standard do not participate in the setifighe standard, hence legitimacy is not a
source of compliance (Breitmeier et al. 2006). dmg@ntly, certification processes can also
define conditions for access in markets and suppbins, thus they play a market structuring

role, as well.

Finally, in its external dimension, the power of thrganisation to govern depends on the level of
its embededness in broader material structuresstigctures that foster and prohibit access to
and transaction of key material resources (e.g.ntlaeket). The depth of embededness in
material structures determines the extent of tigamsation’s structural effects. Embededness is
facilitated, for instance, with the participatiohlmg corporate actors in the governance scheme
dominating a vast range of market segments, and #tdity thereby to limit the choices

available to actors who desire entry.

Authority

The power to govern would remain fragile and poédiytineffective, if it was not paired with

legitimacy, however (Fuchs and Kalfagianni forth@og). It is the aspect of legitimacy which
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turns private regulation into private authority. tAority consists of two dimensions: a
constitutive dimension that reflects dominant noamsl mindsets; and a strategic dimension
trying to achieve certain ends by attempting tduerice these norms and mindsets (ibid.).
Indeed, legitimacy is granted to actors when theysaen as operating within the limits of what
is considered “appropriate” or “right{see also Hansen and Salskov-lversen 20@8}hat
context, the audience also creates the boundafiegctors’ authority. Legitimacy is also
malleable, however. Rather than simply carrying thatir actions in the context of generally
accepted norms and beliefs, organisations cartrgiso shape them.

A first source of constitutive legitimacy stemsrrahe organisation’s immediate audience’s

self-interest calculations, what Cashore calls gpratic” legitimacy (Cashore 2002; Schuman

1995). Actors belonging to the immediate audierareprise of the target group as well as actors
participating in the governance structures thatehav direct interest in the policies and

procedures of the organisations they legitimate. okganisation gains pragmatic legitimacy

when what it offers corresponds to stakeholderpeetations about their benefits from adopting

the organisation’s scheme. Such benefits can benewaial and/or reputational for business

actors while civil society organisations tend tous more on goal attainment, even if the latter is
narrowly defined and does not address their fundéaheritiques or concerns (see also Cashore
2002).!

Constitutive legitimacy also stems from the acceptaof the organisation by a broader
audience, including governments, the broader ceitiety and the public at large. In that
context, the organisation gains legitimacy whedinks activities to external definitions of
authority and competence (cognitive legitimacyy addresses fundamental principles and ideas
of value to that audience (normative legitimacyagore 2002).

The strategic dimension, in contrast, points owt thctors can shape social cognitions and
facilitate and/or create the conditions for the etance of the ideas and norms expressed

through communicative and knowledge producing cklEnrisee also Hansen and Salskov-

1 A more detailed and comprehensive analysis woule: i@ pay closer attention to the characteristfcs o
the stakeholders determining their decision to agopate governance mechanisms. For the sakeamfesp
and time, however, a focus on these attributezdiided from this paper.
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Iversen 2008). Examples of such strategies inctufteeus on achievement and “success stories”
and the creation of new interests that facilitéie aptake of certification programs by reluctant
actors or actors whose absence from the schemeescdagitimacy concerns. Likewise,
organisations can try to shape the image of goventsnand competing private schemes, and
popularise themselves to create a notion of “tdkermgrantedness” for their actions (Fuchs
2005; Schuman 1995). In addition, learning andcatian, and advertisement campaigns that
can shape meanings, emphasise certain values tiverscand create the conditions for the
acceptance of the message in the public mind ¢atestmportant legitimation strategies as well,

and determine the organisation’s normative effects.

In that context, organisations’ resources in teofignoney, knowledge and personnel might
explain the success and failure of organisationgdriawing on the sources of legitimacy
identified above. Specifically, the ability of orgsations to finance advertisement and
information campaigns is important in their abilioymould constituents’ tastes as well as attract
the interest of non-core actors, thus strategicadgating pragmatic legitimacy. Likewise, the
ability of organisations to convince a broader ande that the organisation’s values match their
societal concerns is important in creating norngategitimacy. The possession of knowledge
and expertise -perceived as having an objectivétgw@and political neutrality- is a fundamental
resource in that respect (see also Haas 2004;rR2@5; Thirkell-White 2006). In turn, well-
functioning systems of collecting, generating, pssing and distributing knowledge (Biermann
et al. 2009) fosters a greater spillover of theaargations’ normative perspectives in society.
The following table summarizes the central hypategsrelationships between effectiveness and

organizational attributes.

Table 1. Organizational characteristics determining effectiveness

Power <+——» Authority
Effectiveness
Stringency/ Governance
comprehensiveness/visibility structure
Funding
Standard uptake (coverage) Pragmatic legitimacy derived from
reflection and creation of interest for the
organization’s immediate audience




Compliance Enforcement

mechanisms
Environmental Impaét
Structural effects Material ¢
embededness
Cognitive effects Cognitive legitimacy derived from

embeddedness in broader legal structures
Image shaping and popularisation
Normative effects Normative legitimacy derivedrfro
reflection of generally accepted norms ahd
ideas and their strategic creation on the
basis advertisement campaigns,
knowledge and expertise and ties to
learning and ideational networks

3. TheEffectiveness of Private Food Gover nance
The previous section presented a conceptualisafi@ffectiveness and introduced an analytical
framework for its assessment. This section emplyi@valuates the conceptual and theoretical
arguments presented above on the basis of two pemmiexamples from private food
governance, the Marine Stewardship Council and &®GAP.

The Marine Stewardship Council

The Marine Stewardship Council (MSC) is a label dostainable fishery, created in 1997 as a
result of an agreement between Unilever and the WWie idea behind MSC is to address
world-wide decline in fish stocks by awarding susthly managed fisheries with a certification
and a label that could be affixed to retail produy&onte2007:161). The standard is based on 3
principles (maintenance of the target fish stockpimmal environmental impact and effective
management) and 31 performance indicators. It esapplied to a wide range of fisheries found
across the world coasts, oceans and freshwateedb@deadbitter et al. 2006). In terms of output,
therefore, it is relatively stringent and visible ¢consumers. Its comprehensiveness is limited,
however, from a sustainability perspective. Speally, MSC excludes social evaluations from
its performance criteria. Moreover, at the momgrgims at specific fisheries rather than species
that could come from multiple fisheries and doesamver aquaculture (11€2007).

2 Environmental impact is a function of output andcome.
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Compliance with the MSC standard is relatively higlt its geographic coverage limited.
Specifically, 69 fisheries are presently MSC cetifand only ten of them are situated in a
developing country. The situation is unlikely toadlge in the future as only eleven out of 124
fisheries currently under assessment for partimpain the MSC program, come from a
developing country. Critical commentators note thate fisheries are not necessarily those that
are more environmentally threatened, but ratherothes that provide for interesting markets
where the additional price for labelled fish cangaed (Osterveer 2008). This also affects the
standard’s less than modest environmental impadedd, a 2006 self-study of the MSC in
collaboration with a UK based fisheries researahsatiancy revealed that despite a number of
managerial improvements only 1 major ecological ronpment related to MSC certification
process could be identified. The latter concerhedréduction in endangered seabird by-catch in
the South Georgia Patagonian toothfish fishery-ctvhivas achieved in preparation for the

assessment process (Gulbrandsen 2008).

Despite its rather weak environmental impact, MS& Isignificant political and economic
effects. Specifically, certification with MSC haswused concern that labelling may restrict
market access of non-labelled products from dewetpountries, with potentially severe
consequences for their producers. Moreover, ithews to constrain governmental policy
choices and prevent public regulation from develdgpiln that context, Sutton describes how
fishery managers in Western Australia’s rock lobdighery used the achievement of MSC
certification to prevent the introduction of marireserves in Western Australia waters, rejecting

the need for fishing sanctuaries on the groundsttigafishery was certified (Sutton 2003).

Likewise, MSC has major cognitive and normativeeef§. More specifically, it is attracting
significant public and commercial interest as aislehfor promoting sustainability in fish
provision (Osterveer 2008). For example, the Dukdsociation of Food Retail decided in
December 2007 that from 2011 onwards, all wild-¢dugh and seafood at every of the 4500
food retail shops in the Netherlands will come freustainable fisheries that are certified to the
MSC'’s environmental standar&imilar commitments are made from Wal-Mart, the ldisr
largest retailer, and its UK partner Asda, and othajor retailers, e.g. Carrefour. Also, the MSC
is now supported by at least 100 corporate, enmental and consumer organizations in more
11



than 20 nations, all of whom have a stake in theréuof the global seafood supply (Osterveer
2008).

Global GAP

GlobalGAP is a private sector body that sets vealyntstandards for the certification of
agricultural products around the globe. It aimsstablish one standard for Good Agricultural
Practice (GAP) with different product applicatiaregpable of fitting to the whole range of global
conventional agricultural products. GlobalGAP igra-farm-gate standard, which means that the
certificate covers the processing of the certifiedduct from farm inputs like feed or seedlings
and all the farming activities until the producaves the farm. Moreover, it is a business-to-

business label not directly visible to consumers.

GlobalGAP consists of a set of normative documémttuding the General Regulations, the
Control Points and Compliance Criteria (CPCC) Rotoand the Checklist. The general
regulations set out the rules by which the standaediministered. This document describes the
basic steps and considerations involved for thdiepyg to obtain and maintain GlobalGAP
certification, as well as the role of producersplésl GAP and certification bodies. The CPCC
Protocol is the standard with which farmers musthgly and which are audited to verify
compliance. This document is divided into modulesting for each scope and sub-scope the
control points, compliance criteria and the leviet@mpliance required. The levels can be Major
Must, Minor Must or Recommendation. Completion &edfication of a checklist consisting of
254 questions is required in order to acquire GBB& certification. Control Points include the
following: record keeping and internal self-assemstfinternal inspection, site history and site
management, workers’ health safety and welfaretevaad pollution management, recycling
and re-use, environment and conservation, compglaartd traceability. Checklists are used by
farmers to fulfil the annual internal audit requrent and also form the basis of the farmers’
external audit. They replicate the Control Poimtshe CPCC, and are therefore also composed

of modular sections.

GlobalGAP started as a relatively comprehensivendstadl covering food safety and
sustainability requirements in conventional agtied chains.Tracing developments in the
12



standard, however, reveals the shift in the weigim®ng the different criteria represented in
GlobalGAP from its inception until toddy.More specifically, issues related to record keeping
and internal self-inspection have been reinforcetivben 2001 and today. Likewise, hygiene
requirements have also been strengthened. Issiadsdréo environmental well-being, however,
have been weakened. Specifically, quality of atign water (except for sewage water which is
a major must in both versions), recycling and re;uspact of farming on the environment and
wildlife and conservation policies, while constédt minor musts in 2001, are mere

recommendations in 2004 and remain so today.

Despite its lowering the sustainability emphasisl{ecause of that) GlobalGAP has extensive
coverage. In 2008, it had 94,000 certified prodsicap from 18,000 in 2004, representing an
increase of approximately 80 percent. More tharc@ntries joined in 2008. In total, over 85

countries are represented. There is significanvtiravithin European countries, particularly due
to French and German supermarkets managing to reaictho more producers (GlobalGAP

2009, 21.09.09). Significant growth is also seethwwi countries that hold a (major) global

supply position in produce, mainly South Africa aGthile. Smaller growth is observed in

Central and Eastern Europe, Central America ancegiifimcan countries (ibid.).

GlobalGAP is particularly notorious about its impas it carries potentially highly damaging
consequences for food security in developing ceemtoy altering the market opportunities for
farmers in significant ways (Fuchs et al. 2009).eThigh costs of implementation and
certification of the standard prevents small fargnier developing countries, in particular, from
joining (FAO 2006; Hatanaka et al. 2005). Withoutls certification, however, these smaller
farmers have little chance of selling their product the global market, as the global food retail
market is highly oligopolistic and most major rétzhains demand GlobalGAP certification (or
similar standards). The consequences of GlobalG#Fdod security, the most fundamental

development issue, are very problematic then (Faths 2009).

% GlobalGAP publishes a new version of the standamtyethree years to account for technological and

market developments. The most recent one is thé 28ion, which replaces those of 2004 and 2001.
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To sum up, MSC is a stringent, narrow and visibhwimnmental standard. It has limited
geographical uptake and environmental impact abtbeent, but great structural, cognitive and
normative effects. GlobalGAP is a stringent foofesastandard with flexible sustainability
requirements. It has broader geographic coveragelation to MSC and stronger structural
effects, but its cognitive and normative effects aot as well documented. Moreover, no effort
to measure its impact has been made to date. Bel@vexplain the differences observed

between the two organisations on the basis of vansiin their sources of power and authority.

Power

MSC has a more horizontal and open governance tgteuin relation to GlobalGAP.

Specifically, its highest decision-making body, Beard of Trustees, is comprised of a diverse
group of global fisheries experts who approve plégets, strategies, financial accountability,
and appoint chief board and committee members (6&6807). In April 2009, there were four
trustees from the fishing industry, three from eowmental NGOs (WWF), three from science,
two from retail, one miscellaneous (www. msc.or@pow-us/governance/structure/board-of-
trustees/whos-on-the-msc-board, 19.04.2009). Thardof Trustees is assisted by the MSC
Technical Advisory Board advising on technical asalentific matters and the Stakeholder
Council representing a broad range of sectors dnatufishing organizations, NGOs, consumer
groups, retailers and others. The Stakeholder Gblas two Co-chairs, representing the Public
Interest category and the Commercial and Socio-&wan category. Both of the Co-chairs have
a seat on the MSC Board so they are involved, tialbef Stakeholder Council members, in all
Board decisions.

In contrast, GlobalGAP has a more restrictive stmg Its governance is conducted by a Board
constituting of an equal number of elected prodwacet retailer representatives and chaired by
an independent chairpersoim March 2006, a number of Sector Committees (S@sje
established which discuss and decide upon prodndt sector specific issues. All three
committees (crops, livestock and aquaculture) h&@e percent retailer and 50 percent
producer/supplier representation. The SCs mostlskwalependent from the Board but within
the policy framework created by the Board. SCsrasponsible for technical decision-making
relevant to their sector while supported and guidsgdthe GlobalGAP Secretariat to aid
14



consistency and harmonization. The Board finallgasd standards developed or revised by the
SCs. While Board decisions are supposed to takeepla a dialectic manner with the
involvement of civil society, in practice, only aders and large suppliers have a say while
smaller producers, as well as social and environah&GOs only play a consultative role (van
der Grijp 2008).

In accordance with our expectations MSC’s multistakder structure produces more stringent
environmental standards in relation to businessic@ai@®d GlobalGAP. Both organizations,
however, display a dominance of Northern interestsGlobalGAP out of the ten Board
members, seven come from Europe, two from the UBAevonly one comes from a developing
country (Equador). This observation extends taigpation in GlobalGAP sector committees.
Likewise, in MSC, almost all trustees are from th8A, Europe or Australia (1 from Latin
America), although some of them are focusing onefies in Africa or the Southern Ocean. The
exclusion of Southern interests, in turn, couldoact for the absence of social sustainability

criteria from the MSC standard.

Graph 1. MSC Governance Structur e (adopted by www.msc.org)
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Graph 2. Global GAP Governance Structur e (adopted by www.globalgap.org)
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Regarding_fundingMSC'’s income comes from a variety of sources. Bipatly, 49 percent

comes from charitable grants, 38 percent from lagmsing, 6 percent from revaluation gain on
foreign assets hold in the UK, 4 percent from comgs 2 percent from government agencies
and 1 percent from investments. GlobalGAP, in @asttris largely financed from membership
fees and certification body licence fees (Van dejp&008). As such, GlobalGAP appears more
autonomous from external influences in relatiorM8C, and therefore also less vulnerable to

external definitions of output and performarice.

Both organisations have enforcement mechanatowing them to ensure compliance with their

goals. Compliance by the participating companieisified through independent auditors while
auditing takes place normally once a year. If sigpplare found not to comply with the
standards, they are first issued a warning, incarse step they temporarily lose their licence,
and finally they are dropped out of the standartbb&@GAP, however, does not provide
information on non-compliant behaviour and it iffidult to assess how strictly the system is
operating in practice (Van der Grijp 2008). In ttese of MSC, commentators have noted the
inconsistency of fisheries evaluations by differaatlitors with some attributing always positive
scores. To MSC’s credit, however, it publicly pm®s information on such objections and the
associated status of corrective measures. At thmen one of its certified fisheries and the
respective certifier are investigated for a breafcRrinciples 2 and 3 of the MSC standard.

* That being said, we do not want to imply that defseice on external funding is always going to lead t
more effective sustainability governance
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Both organisations are embedded in material stresthat, together with the strictness of the

certification processes, explain the structurake& reported above. In the case of MSC,
embededness is provided by its endorsement by majporate food companies and retailers.
More specifically, Unilever, one the standard carders, is one of the largest consumer product
companies and the world’s largest buyer of frozeh &nd the manufacturer of the world’s best-
known frozen fish products, such as Iglo. MoreovgISC is adopted by major retailers
controlling a large segment of the fish markettHa UK, for instance, figures for 2005 indicate
that over 85 percent of retail sales of chilled &éoden seafood occurred through supermarkets.
Combined, Tesco and Sainsbury account for overetbent and 30 percent of the UK chilled
and frozen seafood market (Auld 2007; Greenpea®®)2@Retail markets in other developed

world countries follow similar patterns.

GlobalGAP is a retail-driven organisation and tfene deeply embedded in the global retail
market. Retailers adopting the scheme have sigmificnarket power as concentration is very
high in this market segment (Burch and Lawrence52@®nefal et al. 2005). Indicatively, in
Australia, over 75 percent of the food retail disition is controlled by three firms (FAO 2003).
In Europe and the United States, retail concewnmais high as well and has increased notably
over the past decade (Konefal et al. 2005). Conaon is also high in developing countries,
and particularly in Latin America where the topefighains per country control 65 percent of the
supermarket sector (Reardon et al. 2004). In thergimy market of the Asia Pacific, in contrast,
overall retail concentration is still considered remomoderate. Compared to the highly
consolidated industries seen in many European deantindividual country markets in this
region are fragmented. In places with lower retahcentration, such as India and Japan,
participation in GlobalGAP is also less evidentvBitheless, pro-market reforms in the Asian

continent are likely to change this situation ia thture.

In sum, MSC has less powerful governance struclioging the participation of commercial as

well as environmental interests in its decision-mglprocesses which also reflects on its output.

It depends for more than half of its income on exésources of funding which also makes it

more vulnerable to external evaluations of its aoid performance. GlobalGAP, in contrast, has

more restrictive governance structure and is corelyiendependent from external sources of
17



funding. Both organisations have in place enforaggmmechanisms allowing them to ensure
compliance with their standards. Moreover, bothaargations are deeply embedded in material
structures. As GlobalGAP covers more than one mtdbains, however, its embededness is

also more extensive thus having broader strucaiffatts.

Authority

MSC'’s pragmatic legitimacy depends on offering asc® high value markets to fisheries, on
the one hand, and achieving its sustainability gaa the other (due to the presence of
environmental groups in its immediate audience)thBsources can be contested, however.
While many seafood buyers now give ‘preferred sigppktatus to companies offering MSC-
certified fish and some of the world's leading iteta have committed to sourcing 100 percent
MSC-certified fish and seafood, these are limitedat Northern public, as noted above.
Simultaneously, the absence of concrete envirorethéenefits from the implementation of the
MSC program in combination with the adverse stnatimpacts for small developing-country
fishers could further erode its legitimacy in tlwad term. For this reason, MSC strategically
creates interest for developing country audiendasthe creation of the World Development
Fisheries Program. In particular, the program gimmsnsure that developing countries can access
the conservation and economic benefits of MSCfaetion, and help to safeguard fisheries as a

reliable, long term source of food security.

Its cognitive legitimacy is provided by its embedess in a broader legal framework which
allows it to anchor itself in already accepted nem@ind regulations. Specifically, it is consistent
with a number of international norms and standafide Code of Conduct for Responsible
Fishing (UN FAO), Guidelines for the Ecolabellinkish and Fishery Products from Marine
Capture Fisheries (UN FAO), the Code of Good Peactor Setting Social and Environmental
Standards (ISEAL), and the World Trade Organisafienhnical Barriers to Trade Agreement.
Importantly, with the exception of ISEAL the resé gublic standards which could also explain

its appeal to governments noted above.

Democratic norms and values, such as access, &r@mgy and accountability are considered
important by the organisation, thus constitutingdamental sources of normative legitimacy.

Specifically, MSC is a fairly transparent organisatwith plenty of information on its website
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about a variety of issues and access to semina<@mferences upon registration as well as
access to minutes of conferences, round tableslaord video archives. As access to this type of
information is technologically dependent (commutedavia the MSC website) it does not reach
the public in developing countries. This aspect combination with the discriminatory
participation patterns noted earlier could redusdegitimacy, howeverccountability is partly
provided by the third-party certification systemdapnpenness about its inefficiencies and
corrective measures. Yet, as noted elsewhere sh& narrow interpretation of accountability
where the global public affected by MSC’s actioasnpt included in the latter’'s evaluation
(Fuchs and Kalfagianni 2009). This problematic okeston extends to all private organisations,

of course.

Finally, MSC strategically engages in efforts tdseaawareness about its standard with
consumers. In that context, it provides recipes iaf@mation on where to buy MSC products
on its website and creates programs such as the SI®tainable Seafood lunch and Global
Sustainable Seafood Lunch. It also tries to reatiod catering organisations by emphasizing
the environmental and health benefits of consunMi8C products. Thistrategy, in turnmay
also alter the market, shifting consumer and sakiexpectations, and possibly generating a
greater consumer demand for certified products. omamtly, the knowledge about MSC
standards disseminated via marketing activitieslse supported by a body of fisheries experts
participating in MSC’s Technical Advisory Boarduthproviding independence to its claims, to
a certain extent.

GlobalGAP’s pragmatic legitimacy is fostered by fivevision of a number of commercial and
informational benefits to its immediate audienceyai, and similar to MSC, this source of
legitimacy can be contested by the Southern pubbcavoid criticism, GlobalGAP has recently
initiated a project to foster group certificatiasr Smallholders with the aim is to reduce external
certification costs. Based on this possibility oppliers to obtain group certification, GlobalGAP

increasingly emphasizes its relevance particufarygmallholders.

In addition, GlobalGAP has institutionalized a n@nbf additional organisational measures for
improving the situation of smallholders, such as 8mallholder Ambassador/Africa observer
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project funded by the Gesellschaft fuer Technisthgammenarbeit (GTZ) and the Department
for International Development (DFID). Moreover, @nFebruary 2008, a Smallholder Task-
Force has been established and is calling for naetste proposals regarding improvements of
the certification rules for smallholders. To cormodite these efforts, GlobalGAP holds a series of
“success stories” where it presents its social rmadket impact including the launching of new
certificates, pilot projects, and corporate soawdponsibility initiatives. Such reporting is
voluntary, however, and has not undergone extezmaluations. Finally, GlobalGAP creates
incentives for farmers complying with other on-faassurance systems that have been in place
for some time prior to the existence of GlobalGAd®adopt the standard. Specifically, existing
national or regional farm assurance schemes thate hsuccessfully completed their

benchmarking process are now recognized as anaquivo GlobalGAP.

GlobalGAP’s cognitive legitimacy is provided by gsnbededness within other private global
food safety standards, in particular, the Globadd=&afety Initiative. The Global Food Safety
Initiative (GFSI) was initiated in 2000 by a groapinternational retailers in order to agree on
globally accepted food safety standards. The inigasets requirements for food safety and
intends to improve efficiency costs throughout thed chain. Most leading international food
retailers use one or more of the GFSI benchmartawiards; their aim is to have all products
sold meet this standard. In 2006 two-thirds ofwtoeld’s leading supermarkets stated that 75-99
percent of food supplies are certified against &@fenchmarked standard (Fulponi 2006). The
formal recognition of GlobalGAP food safety elens®ehy GFSI is a major source of cognitive

legitimacy thus increasing its reputation amonglileg retailers.

Finally, its normative legitimacy is provided anckated through a number of educational and
learning activities about the standard in a sesfeimternational conferences open to the public
upon registration. Most of the people involved utls events are other food professionals and
journalists, reflecting GlobalGAP’s predominatelysiness culture. Importantly, GlobalGAP’s

expertise is also drawn primarily from its membeasticipating in the sector committees instead
of independent technocrats. As such, knowledge yatazh and distribution is also more

politically tainted. Regarding its accountabilityn (the narrow sense) even though no

inconsistencies have been reported in GlobalGARIification process as in the MSC, we
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cannot conclude with certainty that this is an ¢atibn of smoother operation than an indication

of secrecy.

To sum up, the two organisations’ sources of aitthaliffer to some extent. With respect to
pragmatic legitimacy, MSC relies both on busines®ra’ and environmental NGOs’ interests
being satisfied by its performance. In contraspl@@GAP relies only on business actors’ self-
interest calculations. Both organisations suffemfra lack of pragmatic legitimacy to their
Southern stakeholders which also explain theirreffto create interest for that group. MSC and
GlobalGAP also differ in their sources of cognitlegitimacy. While MSC is more embedded in
public norms and standards, GlobalGAP is embeddedther recognised private norms and
standards. Finally, both organisations rely ondpamency and third sources of accountability for
their normative legitimacy and they both try tofd#e their norms and ideas on the basis of
knowledge and educational networks. MSC'’s effdrtayever, try to reach a wider public, while

GlobalGAP is mostly interested in food professisraid journalists.

4. Concluding remarks
This paper presented some ideas on how to studeftbets of private governance and their
determinants. It argued that outputs, outcomesaatgpand political and socio-economic effects
can be explained on the basis of organisationalackeristics in their interaction with facets of
power and authority. It provided two examples frima food sector to illustrate its arguments.
Although the analysis is currently not compreheasiit supports the main hypothesised

relationships and provides some interesting insight

Specifically, MSC'’s stringent environmental starttaan be explained by its multistakehodler
governance structure allowing the introduction @ivionmental NGOs’' preferences. The

predominance of Northern interests in the Boardamount for its limited comprehensiveness,
specifically the absence of social criteria frora gtandard. Compliance with MSC is reportedly
high. Relatively strict enforcement mechanismsombination with the uptake of the standard
by major retailers also constitute entry barriersinall fisheries in the South, however. As is
evident by its limited geographic coverage, thedien of MSC certification accrue only to a

subset of its immediate audience, which could ertkegitimacy in the long-term, both on the
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grounds of limited environmental impact and quesiof fairness and justice. Regardless, its
cognitive and normative effects are significantstéved by the embededness of the standard
within public standards and the creation of diftusiof knowledge and expertise in consumer

and educational networks.

GlobalGAP’s flexible sustainability standard canumelerstood by the predominance of business
interests in its governance structure and sectwalmittees. Similar to MSC, the standard is
predominately endorsed by Northern actors. BecdbiebalGAP covers a wider variety of
product chains and is endorsed by major globalleesaits structural effects are more extensive
in relation to MSC. In contrast to MSC, howeves, gbgnitive and normative effects are limited
to the business community. GlobalGAP reflects arghtes interest primarily within its target

group and is relatively insulated from public sasof authority.

The above discussion illustrates that private fgodernance organisations differ in their sources
of power and authority which also impinge on theffectiveness. Despite their differences,
however, both organizations are currently more essitl in fostering broader politico-
economic effects instead of providing visible sirgthility benefits. This observation creates
concerns about the desirability of private ruletih® pursuance of public policy objectives
particularly in the absence of mechanisms allowhegaffected actors to have a say in the rule-
setting process.

Some strategies for improved sustainability pertmmoe can be identified, however.
Specifically, private institutions could try to imgve the attractiveness of their schemes to actors
crucial for their objectives. Both organisationstls paper are trying to create interests for the
wider involvement of developing country producérsotigh pilot projects that could lower the
costs of certification. However, it is unclear what these projects are enough to attract
sufficient participation from critical actors. Ohet other hand, the inclusion of a more diverse
group of actors could reduce the stringency of @eype standards. This is particularly evident

in GlobalGAP whose appeal increased rapidly as sgdhe attention to sustainability lowered.

Moreover, anchoring organisations to public souroédegitimacy could make them more

responsive to criticism, thus prompting them tadduice corrective measures. This is evident in
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MSC, for instance, which at least makes an effortdentify and measure its environmental
impact. Finally, raising awareness and fosteringpaisted public pressure could also induce
improved performance. As was emphasised above, alldience creates the limits to
organisations’ authorityAn educated, informed and alert audience wouldiehgé the march of
any scheme without evidence of sufficient publiodfés. Moreover, it would demand more
democratic norms and procedures and would urgen@a@i#ons to consider their social as well

as environmental impact, and address their brgaaléical and socio-economic effects.
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