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1 Introduction

In this report a comparison is made between three voluntary standardisation systems in agriculture. The organic agriculture system, the fair trade system and the social accountability system have all been developed by non-governmental organisations to promote production, trade and consumption based on ecological and social principles, and all involve monitoring, certification, labelling and codes of conduct. Context of this research is a two-year collaboration project, started in May 2001, between the Fair Trade Labelling Organisation (FLO), the International Federation of Organic Movements (IFOAM) and Social Accountability International (SAI), focusing on developing guidelines for social auditing. The Conservation Agriculture Network (CAN) is also involved, but for the sake of simplicity their system is left out of the analysis.

This research is of interest firstly to the associations involved in the process of co-operation, but also to scientists studying quality control systems, social accountability, fair trade and organic agriculture, sustainable development, and anybody interested in the development of new models of global governance leading towards a more socially just and ecologically sound globalisation. It describes processes of innovation within a group of associations effectively intervening in the global market to produce public goods at a time when mainstream policy is dominated by the neo-liberal status quo. Labelling initiatives awaken the best of both worlds, pushing the private sector to follow suit in internalising as much social and ecological costs as possible, while pulling citizens to take responsibility for their consumption.

1.1 Outline

The report starts with a problem definition leading to a number of research questions: why is this subject so important and what do we need to find out? Chapter two provides an introduction to the economic and institutional context in which the ethical standardisation systems evolved and which shapes their functioning. First two basic processes are identified, namely the internationalisation of trade and environmental problems and the domination of neo-liberal ideology and the changing balance of power in societies world-wide. Then, the two phenomena which form the basis of ethical labelling will be discussed, namely standardisation and civil society. In chapter three the three labelling systems are introduced with regards to their structure and role in society. In chapter 4 an inventarisation of the differences and similarities in their functioning is given. In chapter 5 an analysis is made of the potential for co-operation and the obstacles are reviewed. The last chapter offers a reflection on the research and suggestions for further work.

1.2 Problem definition

In her report on Eco-labelling Kristin Dawkins from the Institute for Agriculture and Trade Policy names three main best policy practices in certification for ethical production and trade:

-Co-operation and mutual recognition of standards and procedures;

-Participation and transparency in standards setting and control and capacity building;

-Support for finance and social impact (funding innovation, educating producers and consumers).

Although the focus in this report lies on the first topic, the other two are closely related and will pass by occasionally. A number of developments that can be identified at the global scale are pushing for increased co-ordination and co-operation between ethical standardisation systems in general and these three systems in particular. These developments are taking place along the entire food supply chain, from producer to consumer, and throughout the entire policy arena from markets and states to communities and associations. At consumer level the risk of confusion caused by overlap is eminent (in the Netherlands alone there are 250 labels active), and fears are rising that confusion puts people off. The issue of consumer behaviour is beyond this report, so no literature is quoted, for us it is enough to see that this fear is present, and it forms a motivation for co-operation. On the supply side of the production chain, the problematic costs of double or even triple certification of producers speak for themselves. As producer demand is the second pillar beneath any certification system, inefficiencies at this level call for action. Finally, competition from other standardisation initiatives is another factor that is hurrying efforts to combine strengths. 

But also outside of the market, in the public sphere the state there are forces pushing for co-ordination and co-operation. The EU only recognises the organic accreditation system if a system of peer review among other accreditation agencies is in place, and similar voices are being heard about Fair Trade. Furthermore, resources for running the initiatives are limited so they simply cannot afford to duplicate efforts. 

It is clear then that co-operation is necessary, but an array of questions leaps to mind when this is put into practice:

-How to reach synergy without losing the strong points in structures and processes built up over time? How to ensure motivation and a sense of belonging while adapting to different ways of working? 

-Which principles and aims are compatible and which aren’t? How can they be combined? Can a common set of baseline social criteria be developed?

-What kinds of auditing and certification instruments can best balance international credibility and transparency with location specific needs? 

-How to cater for smallholders as well as large agribusiness? Which standards are scale sensitive and how? How to ensure full cost internalisation, so that small farmer’s are not unreasonably disadvantaged by fixed costs? 

-What is the impact of adherence to other certification systems on supply chain actors (e.g. SAI certifies facilities while IFOAM certifies products)? 

-How is social accountability different from environmental accountability?

-Should IFOAM develop separate social criteria and audit systems or should they leave this to the others? If so, how to guarantee mutual acceptance of inspection reports?

These practical questions have been polished to form the basis of the central research question.

1.3 Research Questions

The central research question is:

What are the most important differences and similarities between the social aims, criteria, structures, procedures and protocols of the certification systems of FLO, IFOAM and SAI and how can these systems best be connected to improve the quality and effectivity of work?

Sub-questions are:

background information

-What are the social aims, criteria, structures, procedures and protocols characterising FLO, IFOAM and SAI?

-Do they overlap and if not, how far apart are they?

ways of dealing with certification

-How do the three systems deal with diversity in production systems (e.g. scale dependency of criteria and procedures)?

-How do the three systems deal with regional differences between production environments? How is the subsidiarity principle implemented?

-How do the three systems deal with change within production systems and social learning? What mechanisms and attitudes hamper and stimulate innovation?

-How do the three systems achieve the goal of full cost internalisation? How are costs spread over the production chain?

-How do the three systems balance their focus on large-scale reform and small scale revolution?

strategy

-What are the differences and similarities in the way the systems position themselves vis-à-vis market, state, civil society and community?

-What are fields in which co-operation can be expected to deliver more effective and higher quality certification, making optimal use of stakeholder involvement and expertise? 

-What form can this co-operation take in terms of institution building and political position?

-How is the process of interest concertation between FLO, IFOAM and SAI organised?

-Which are the most important issues at stake in interest concertation between FLO, IFOAM and SAI?

1.4 Methodology

The theoretical frameworks in which used concepts are explained and related are discussed in chapter two under the sections on civil society and ethical standardisation systems. 

For the inventarisation of the differences and similarities in structure, process and policy, I actively  participated in the collaboration project “Social Accountability in Sustainable Agriculture”. During four weeks all relevant policy documents were surveyed and a comparative document was made using simple database software. This document was then used as input for the project to develop guidelines for social auditing and standard setting in sustainable agriculture. The technical information in chapter 4 is largely based on this document.

For the analysis of the process of interest concertation semi-structured interviews were used with key informants actively involved in the collaboration project and/or the movement in general. For FLO interviews were conducted with Director Luuk Zonneveld, founding father of Max Havelaar Netherlands and director of Solidaridad Nico Roozen. For IFOAM interviews were conducted with Bo van Elzakker, Director of the IFOAM accreditation scheme IOAS (International Organic Accreditation Service), and World Board member Gunnar Rundgren. For SAI interviews were conducted with Director Alice Tepper Marlin and project co-ordinator Judith Gearhart.

2 Ethical standards in an economic and institutional context

2.1 Globalisation and sustainability

Trade and environmental problems both increasingly occur at global scale. Economies are more interrelated than ever: trade increased eighteen-fold from 1948 to over 5000 billion-dollar in 1998. And the human impact on the global ecosystem has reached planetary levels, causing holes in the ozone layer, global warming, and the loss of natural resources such as clean seas, forests, fossil fuels and agricultural area. At the same time, poverty and inequality have not been eradicated –frankly they only got worse: in 1997 the average inhabitant in the industrialised North earned 53 times that of his sub-Saharan neighbour (UNICEF 2000). Sustainability has come to cover the most important problems of our time: it combines the issues of social justice, environmental protection and economic viability. As such it is a core policy field at all levels of governance.

Corporations were able to react faster and more effectively to the reality of increased international integration than governments. While governance systems are still in the process of adaptation (Carlsson and Ramphal, 1995), and while the world is still pondering the meaning of the sustainability concept, the corporations have taken the lead in the debate on global policies. They have pushed for a choice of direction towards increased externalisation of costs and less democratic interference in the markets. And they have succeeded. The tone of the globalisation symphony has been set, and those opposed to the detrimental effects of neo-liberalism have discovered that the time for deliberation has passed. Even those who opt for localisation and down-scaling are confronted with more and more policies made on the global level which directly impact their ability to act at the local level, e.g. rules on procurement, investment, eco-labelling and patent/intellectual property laws. Attempts to enforce corporate accountability bump into the privileges granted by the Limited liability laws, granting corporations the rights of a natural person without the responsibilities (Korten 1995).

2.2 Neo-liberalism and the changing balance of power

As described earlier, neo-liberalism has pervaded all levels of governance. Nation states have lost their hegemony in the policy arena, but what is more, they seem to have lost even their autonomy. 

Modes of governance

For governments in developing countries lack of autonomy is nothing new, they have always been dependent on external powers, but for governments in the North, this is quite a new feeling. In a nutshell the history of dependence in the South has been as follows: in post colonial times it was often cold war politics which determined the agenda, then came the IMF’s structural adjustment programs required to get much needed international credit. Now it is the WTO where governments and businesses from the North are bullying those from the South into compliance. Not only does the WTO demand that the same standards of production apply to the South as to the North (regardless how far they lag behind in institutional and technical capacity), but they prescribe exactly the level of protection governments can offer their national industries and state-owned services. The rules are set during rounds of negotiations and enforced through a powerful arbitration structure, which can impose heavy trade sanctions. In the Uruguay round of negotiations in 1994 it was agreed that protection of agriculture should decrease with one third within six years (10 years and a reduction of 24% for developing countries). But in the Qatar round of negotiations in 2001 it became clear that the North does not have to live by its own rules, but can use its economic clout to force the South into compliance. The EU and US have increased rather than decreased their industrial support since the Uruguay round. When the South started to complain, the North reminded them they had no choice but to obey Northern interests. Germany offered India billions of aid under the condition that they do not oppose the North, the US threatened to stop debt relief if the South offered resistance and Britain has found a new form of tying aid by demanding privatisation as a condition for government support (Monbiot, 2001). I will not focus on the details of the power relationship between Southern states, Northern states and Northern industry. It suffices to say that the Southern states can not set their own rules. And as we will see in the next column, nor can states in the North.

Even if they can get away with some exemptions for industrial support, Northern governments also have to ask permission to the WTO if they want to produce or protect public goods, so it can be said that they too have lost their autonomy. Aforementioned examples of procurement, investment and intellectual property laws illustrate the relative weakness of governments. To analyse governance in this new light, discourse on public policy has to transcend the state-market dichotomy, and look for alternatives. If the state is no longer bearing the sole responsibility of producing public goods such as international solidarity and environmental care, why has the world not plummeted into total chaos? 

Policy analysts have pointed out that it is critical to look at all forces determining power relations in society (Streeck and Schmitter, 1985). Streeck and Schmitter identify four main regulative forces /actor fields in society: besides the state and the market these are the associations and the community. They believe that debates about public goods and social order have been focused too much on two of the four forces: state and market. Their argument is for a more creative approach, in which novel coalitions between all four fields are explored and improved. This implies that the state will not lose its importance, rather it will have to adjust to a new role. From execution it will shift towards facilitation, quality control and arbitration. The introduction of associations, or civil society, in the governance debate is not new, but it often lacks a clear vision on the way in which the different forces interact to facilitate the emergence of social order at the society level.

More important than the actors themselves are the underlying principles which characterise their behaviour. Each has their own ,,style’’ , but they use that of the others when it suits them (see figure 1). The state mostly acts on the basis of hierarchical control, demanding compliance with its rules and able to enforce them with through the hegemony of law and order. The market functions through fragmented competition in a more or less free market, where order is attained through the Invisible Hand governing on the basis of efficiency maximalisation. The community achieves order through spontaneous solidarity, which arises when people share similar values and norms. And finally associations behave as constant negotiators, balancing their interests through interest concertation. In section 2.3 on Civil society and associations  the dynamics of interest concertation and the role of associations in creating social order are further elaborated.

Note that all four forces are necessarily mutually dependant. In return for legal integrity the state receives legitimacy from the community, it can delegate responsibility to associations, who can help the state to control the market and the community. Markets also rely directly on the community for acceptation –the so called ,,license to produce’’, and for making trade possible in the first place: without trust no contracts will be signed. These interrelations are increasingly being recognised and various developments in coalition forming and policy experimentation are under way. A famous example, receiving international attention, of the state co-operating with associations in producing social order is the so-called polder model in the Netherlands. This refers to a long tradition of involving private interest groups in policy making. Labour organisations and employers organisations sit together to negotiate wage levels and other employment regulations, with the state only intervening when it feels society’s common interests are at risk. Until recently this type of policy development was only used for socio-economic decision making, but it is being adapted for decision making in environmental affairs (Duyvendak et.al. 1999). Examples of novel coalitions between state and market are many, including various incentive schemes and different types of legislation on corporate accountability. Often associations are seen as a stabilising factor buffering the competition between market and state. Political extremes tend to be less in countries with more active associations. The following chapters will show that ethical trading initiatives are an interesting case, not only because they actively involve all four actor fields, and make use of all four ordering principles, but because they respond to pressing problems caused by the one-sided approach to governance and globalisation.

Another new economy

E-commerce fans and internet guru’s are not the only ones rethinking the foundations of our economy. In his theory on de-industrialisation and the rise of a New Competition, Best (Best 1993) focuses on the role of organisational strategies in firms, chains, and sectors -including related public authorities. Modern firms move away from maximising profit through minimising costs to an approach based on innovation and co-ordination. From competition based on price they move towards competition based on product qualities. Contrary to old convictions that organisational dynamics are only part of the equation through their effect on efficiency, inter-worker relationships are now recognised as the key to success. It is workers that know most about the production process and they are the true hope for innovation. A rigid hierarchical structure smothering bottom up initiatives is the nail on a firms coffin. The newly hailed worker-experts should be free to interact with other worker-experts within and without the organisation, creating a pattern of knowledge intensive innovation networks. In this shift the firms need help not only form other firms in their sector, but also from the state. The role of the state in dealing with modern production and trade should be far from hands-off. Three key elements in modern industrial policy, identified by Best are: 

· making use of market mechanisms where effective, otherwise relying on the rule of law, (the market is a good slave, but a mad master);

· focussing on production rather than on distribution: enhance inter- and intra-firm co-operation (facilitate continuous improvement);

· targeting strategic sectors (stay ahead of the competition).

So firms should co-ordinate their efforts with trade partners throughout the production chain and competitors in the sector, supported by the state through taxes, education, regulation, etc., but intervention in distribution is seldomly effective, and should be avoided. The emphasis is on a combination of competition and co-operation, a hybrid approach to industry far from the credo of state-minimisation pushed by liberalisation zealots. Best is clear in describing the failure of the market to function on its own, which fits neatly into Streeck and Schmitter’s idea of diversity and interaction in forms of economy and politics. The emphasis on sector co-operation fits especially well with the view of the organic movement, as well shall see later on, but it confounds views in the Fair Trade movement of industry instinctively shying away from external control (see chapter 3). The relation between firm, sector, and society is complex and differs form case to case. Sectors differ in their involvement with public issues, and therefore absorb a limited number of these issues in their innovation aims. The food sector is extremely sensitive to concerns about safety, as is the aviation industry, but social issues are still low on the list of priorities. In textiles, child labour is more of an issue than product safety.

One of the tools to enable co-ordination and innovation while ensuring competition is the development of standards. Standards can facilitate communication between the different actors in the production network, but they can be used for communication to consumers as well. One typical development which fits Best’s theory is the growing importance of branding. Klein (Klein 2000) describes how after the 1980’s there has been a shift among large manufacturers from producing and selling goods to producing and selling images. Production is more and more delegated to other companies (often overseas), only the highest margin producing part of the chain is kept under direct control. This is almost always at the end of the chain –the consumer interface, and sometimes at the beginning -as with seed companies in agriculture. Standardisation facilitates this pulling-out process, by ,,remote control’’ production: he who determines the standards determines the mode of production.

In section 2.4 these views of standards are complemented by a wide range of other functions standards can fulfil. The role of the state is also discussed. This role can vary from being a benevolent spectator to taking initiative and responsibility. And the forms of standards vary as well, ranging from industry self-regulation through codes of conduct, to legally binding regulations/laws.

The consumer versus the citizen

With the growing importance of the market in hybrid forms of governance the methods of political expression also change. If voting does not matter because governments are powerless, people have to use their purchasing power as political leverage. Boycotts and promotions replace the ballot. This raises various problems because the market system was not designed for political purposes.

The first problem is striking a new balance between the private and the public sphere. People need to become aware that their shopping choices can directly affect labour and environmental conditions across the world, and they need to learn to cope with this responsibility. Naturally this takes time. As yet the consumer-citizen speaks with two tongues. As citizens most people want organic meat for example, but as consumers only a small percentage actually buy it. Consumer analysts call this the split personality of the consumer -whether the consumer-citizen should be seen as one person with inconsistent behaviour, or whether we are indeed suffering from mass schizophrenia is not explored further. Suffice it to say we don’t act as we preach. In seldom cases consumers did manage to integrate the roles of citizen and consumer effectively, which resulted in a political landslide,  such as the boycott on South Africa to force political reform, or the boycott on Shell to force action on the Brent Spar. But boycotts are slow, inflexible and demands a lot of time and money.

This leads us to the second problem: the system of corporate reform campaigning, the infrastructure enabling the ethical consumer to enact his power, has to be further developed. The most successful campaigns have focused on brands, but this is far from ideal. Klein (Klein, 2000) describes the shortcomings of brand-based campaigning. First, it lets corporations that have no large brands off the hook. This makes it especially difficult to tackle natural-resource industries such as mining or logging, but also the lower end of the market brands. Brand visibility is the major source of campaign power, and the chain towards the potential ethical consumer needs to be clearly marked. A way to get round this is through secondary boycotts, e.g. threatening retailers that sell certain low profile goods (such as the Home Depot campaign, or GMO-free supermarkets).

A second, more profound problem of brand-based campaigning is that it tends to focus on the logo, rather than structurally tackle the issues in an entire sector. This results in counterproductive effects where the not-so famous corporation which is just as bad, walks away with the created market space –such as Adidas did to Nike and Chevron to Shell (Klein 2000). Across the board labelling would be a more effective tool to channel consumer power, because it focuses on the forest, not just the big trees.

However, ethical labelling NGO’s require even more money and time to build a dependable infrastructure. Not only do consumers need to buy their products, they also need to support the NGO in its political aspirations. This shows that the market and civil society are more interlinked than one might think. But NGO’s will also need to master principles associated with state forces, like legitimacy, control and legal integrity. Gaining and keeping legitimacy requires credibility, competence and communication. How this is embedded in the different certification systems will be discussed in chapters 3 and 4. First an introduction is given to general functioning of civil society and the use of standards.

2.3 Civil society and the Associative order

There are three theoretical frameworks to describe the dynamics of ethical standardisation systems. In the next two paragraphs I will give a brief outline of these frameworks, which I will then use in my further analysis. In this section I will elaborate on the model of associations practising interest concertation (Streeck and Schmitter, 1985) and introduce the term co-operative legality (Hoekema, van Manen 2001). This refers to a socio-legal way of looking at co-operation between governing systems (in this case certification systems), adjusting practices, procedures and rules to achieve more effective and higher quality policies. In the next section I will introduce Busch and his ideas on the impact of standards on society. I see standards as a condensation point where the more abstract regulative forces expose themselves through their interaction.

Associations practising interest concertation

Ethical standardisation initiatives can be seen as associations, each striving to serve the interest of their members. The theory is that this form of private interest governance can be pushed to another level when the interests served reflect a categoric good, which is in line with a public good. In this case the categoric good is growth of trade in certified goods, and the public goods are international solidarity and sustainable agriculture. As mentioned earlier, Streeck and Schmitter describe the associations as one of the four regulative forces in society, besides the state, the market and the community. As was mentioned earlier interest concertation may be the most characteristic principle among associations but the principles dominant in the other spheres play a role as well.

Firstly, each organisation has developed their own culture and way of working using varying degrees of all four principles. Basically, the pattern is that for each transaction the organisation can choose which principle to apply. An example of such choices can be seen in privatisation processes where only strictly defined tasks are delegated to business while others are kept in public hands. Criteria used when allocating principles to transactions need to take into account the strengths and weaknesses of the principle and the sensitivity of the transaction. For example, one can not leave first aid to a market regime, because poor people who cannot pay will die. But one does not allocate hierarchical control to the production of watches, because the system of democratic representation will become overburdened, while strengths of the market (e.g. efficient allocation of resources) are not tapped into. How this works out for ethical labelling initiatives will be discussed in detail in Chapter 3.

Secondly, the associations need to adopt principles from the other three actor fields in order to co-operate with those fields. Two examples show that hierarchical control is present in interactions with the state. Firstly, the state may demand different congregations of associations in different debates, thereby enforcing a certain concertation process. Secondly, when certification covers standards included in (inter)national law, collaboration with police and judiciary is necessary. Similarly, when the association members and the general public (community) play an important role, spontaneous solidarity is the leading ordering process. For ethical labelling systems, the closest relation with other spheres is that with the market. Trade is their core business and there rules of fragmented competition apply.

So when an organisation is classified as ,, Association’’ this does not make it easy to predict their action, but it helps by recognising patterns of behaviour. The use of a certain principle such as interest concertation must be seen in the wider perspective of an organisation’s functioning. Take the situation of IFOAM and the context of their internal concertation. Negotiations by the members about standards may well be influenced by the awareness that a positive result of their talks will enhance the legitimacy of IFOAM as a representative of a world-wide sector, and thereby strengthen it in the negotiations with WTO, EU and US when discussing the need for harmonisation –implying adoption of IFOAM rules as the global norm. So internal concertation is oriented towards influencing processes of hierarchical control (by WTO and state forces). This type of interrelations between the four regulative principles is important because it shows that they are compatible and complementary and mutually dependant.

The qualification of standardisation initiatives as interest associations may sometimes require stretching the definition of membership, but the underlying principles are the same. Although producers/parties applying for certification do not always technically join as members, they join voluntarily, pay contribution, have representative forums, and their interests are represented. Some interests fall into the category of the market sphere (access to niche markets), others into state (avoiding bureaucracy), others into association (mutual acceptance by other certification systems), and community (positive public image). An important difference with the average interest association, and with sectors as described by Best, is the heterogeneity of the members. Besides producers there are consumers and other associations (e.g. trade unions) active in the system. All these parties share a commitment to the system, but have different interests. One example is the juxtaposition between producers and consumers: outside the association they relate to eachother on a market negotiation basis, fighting over price levels. It will appear later that interest concertation within the associations themselves (internal) is just as important as that between different associations (external) in achieving social order.

Another reason to adopt Streeck and Schmitter’s theory is the role played by interlocutors: State agencies that form a bridge between the state and the association. In this case they can delegate tasks to the certification system (as described earlier), and vice versa the initiatives can benefit from the inclusion of their standards in public law. The position of superordinate actors (association leaders) is left out of the analysis, because they do not seem to play an essential role. 

The process of interest concertation is described by Streeck and Schmitter as using highly complicated formulae, starting with parity representation, working through a process of proportional adjustments and ratifying the final pact by concurrent consent. Forms of adjustment processes mentioned are splitting the difference and package dealing (see next section). The entire event takes time and is vulnerable to assaults from outside (e.g. the other three forces), and therefore negotiations are usually kept informal and secretive, sacrificing legitimacy and transparency. The actual dynamics of the concertation process in this case are discussed in chapter 5 where the collaboration project is reviewed. Important to notice is the special attention that is paid to conflict resolution. Conflicts and differences of opinion form an integral part of negotiation and concertation processes and need to be considered as the rule rather than the exception. This requires a shift away from the intuitive fear we have for confrontations.

Co-operative legality: mutual dependence creates better policy 

Ethical standardisation systems can be analysed as a form of co-operative legality, looking in a socio-legal way at co-operation between certification systems, adjusting practices, procedures and rules to achieve more effective and higher quality policies. Hoekema and van Manen (2001) have focused mainly on co-operation between state and federations of interest groups, but some of the mechanisms at play within interaction between associations are similar. 

Co-operative legality refers to a situation with long lasting networks of representatives and negotiators, each with their own rules and cultures, together forming the basis for common ground through different ways of negotiation and conflict resolution. The reason for its current popularity can be seen in the ever-increasing level of complexity in issues around social order. Illustrating is the phrase of a civil servant involved with land use planning: ,,what is the value of 10.000 birds nests divided by 1000 house-seekers?’’ The number of organised interests increases and so does the array of value perceptions. The goal of co-operative legality is increased effectiveness and quality of policy. The role of law is complementary rather than prohibitive. It should trigger co-operation, organise it, and distil its outcomes. Effectiveness is increased by raising support among the interest groups concerned for the policy in all phases form inception to execution. Due to the interdependence, no single party can go it alone, so any other way of policy formation would be ineffective. This observation runs parallel to Streeck and Schmitter’s idea that the driving force behind co-operation and concertation is the capacity for mutual disruption (see chapter 5). Increasing the level of available information increases quality: policy is more informed.

Besides interest concertation another term is coined for adapting behaviour to tune into eachother: action concertation. This is defined as an institutionalised pattern in which individual preferences and interests are moulded into a collective plan of action. Co-operative legality/networking is identified as one of the mechanisms for action concertation, next to the free market and state hierarchy. This fits with Streeck and Schmitter’s typology of mechanisms in creating social order: interest concertation, fragmented competition, hierarchical control and spontaneous solidarity. 

To achieve action concertation three structures can be distinguished, building on two types of interaction. The structures range from interest oriented-, to problem widening- and problem re-defining networks. In the first the mode of interaction is mainly strategic negotiation, but this shifts gradually towards communicative consultation. In strategic negotiation interests remain fixed as do criteria for winning and loosing. Trade-offs are agreed to. Whereas in consultation the process is characterised by the development of a common goal, ideally on the basis of arguments and communicative rationality. Streeck and Schmitter say approximately the same when they indicate that the force of associations is to influence their members interests (or perception thereof) through self-regulation. This classification of negotiation forms will be used in analysing the collaboration process in chapter 5.

2.4 Ethical standardisation systems

Standards and moral economy

Busch argues that the discussion on standards is being dominated by technocrats, insensitive to the immense socio-economical impacts of standards on agricultural systems. He points out that standardisation is a highly value-laden practice, setting norms for good and bad behaviour and creating uniformity
. 

Aims

The double meaning of the word standard creates interesting power games. The level of standards implies defining what is good, but to standardise means to make uniform –possibly with the aim to distinguish from other non-standardised products. So in international negotiations debates over market share and premium prices get mixed with debates on intrinsic quality: as we saw earlier, firms always seek to avoid competition by market differentiation, saying ,,This product is different, so it deserves a different treatment.’’ The economic consequences of having to comply to standards can be enormous, thus making standard setting a highly political affair. A balance needs to be found between the common good and scientific evidence about standard levels, and economic interests of the parties involved. This can be seen in all standard setting arenas, from the Codex Alimentarius to the most ethical system.

The market and quality aspects of the word are closely linked because being the standard depends in part on standardisation. This what branding is about: e.g. Kellogg’s cornflakes and Campbell’s soup in the USA are accepted as the market leaders ,,setting the standard for cornflakes/soup making.’’ (Refer to section 2.2 on branding.) Standards can be based on product qualities or process qualities. Where Campbell’s focuses on product qualities, ensuring a certain percentage of real vegetables in a standard vegetable soup, ethical labelling initiatives use certification on process qualities as a marketing tool. The mechanism is the same: they try to ,,pull up the standards from above’’ and create a differentiated market for ethical produce. In the case of FLO this is extra confusing because part of their standards imply setting a higher price –not as a result of market differentiation, but as an expression of respectful economic relations.


In economics, standardisation has been mostly seen merely as a way to reduce costs. Holleran (1999) defines two types of cost reduction through quality assurance systems: process costs and transaction costs. The first are mitigated through tightening production and management practices, reducing inefficiencies, failures and facilitating introduction of new workers and compliance with law. Increasingly, standardisation systems are linked to government regulation. The second type of costs, e.g. of searching, negotiation and monitoring are mitigated through enhanced trust and increased communication about quality management. However, the distribution of costs can be problematic. Power relations are affected when buyers shift responsibility and associated costs down the supply chain towards the producers. Holleran: ,,Sainsbury’s quality assurance system requires regular audits, self-audits, laboratory testing, personal hygiene and foreign-body management among others’’. None of these are for free. Whether producers can recover their costs by increases in quality and efficiency, depends on a number of factors including scale. Different firms get certified for different reasons. For large businesses increased communication and streamlining of internal processes is of more weight than for small firms, but for them meeting customer requirements and improving market share can be an important reason to get certified. Costs tend to be higher for small firms as they spend more time dealing with the paperwork, and cannot afford to employ specialised personnel. In the case of ethical certification, the issue of scale has an extra dimension, because the motive is often to support small producers. Efforts to reduce the cost burden for smallholders include group certification and organisational support for co-operatives. FLO and IFOAM are further ahead than SAI in this field.

On the issue of morality Busch refers to Boltansky and Thevenot (1991) who define multiple worlds of justice –civic, industrial, commercial, domestic and inspirational, a/o. - each with a coherent set of standards for achieving justice. Again, parallels can be seen with Streeck and Schmitter’s regulative ,,worlds.’’ Conflicts between the worlds occur, and compromise needs to be made through ethical debate. This can be seen as an analogy to Hoekema and van Manen’s co-operative legality: continuous negotiation and conflict resolution to create common ground. According to Busch, standards are part of this negotiation, and they are inherently ethical because they deal with issues like trust, integrity and fairness. In his phenomenology of grades and standards Busch uses ideas from Actor Network Theory and Convention Economics. The first emphasises the symmetry in treatment of people and things and sees standards as rites of passage which products have to pass, as people do. The Convention Economists argue that even in a commercial contract agreement between people is not possible without a constitutive convention based on shared values and norms. Busch describes 8 types of standards, standardising (1) things, (2) workers, (3) markets, (4) capitalists, (5) standards themselves, (6) those who make the standards, (7) consumers and the (8) environment.

In the ethical sector it can be seen that these types mingle with eachother, and create hybrid in-between forms. Standardising the product is the physical expression of the underlying goal to standardise both the market, the environment, and the standards themselves as well as the actors involved: e.g. the workers, capitalists, consumers and those who make the standards. As mentioned earlier standards function as a facilitation for innovation, but also for a wider discussion about the way production and trade is organised. Ethical standards aim to question the status quo by using its own tools. 

This leads to the role of standards in society. Busch (Busch, unpublished) distinguishes 14 different views on this role of standards: as means for lowering transaction costs, as means for increasing competition, as structures serving particular functions, as assurance of equity, as company strategies, as state strategies, as moral engineering, as the rules of the game, as certifying the authenticity of a product, as identification of benefits to be derived from a product, as means to insure co-ordination, as facilitating market performance, as assurance of the reputation of the organisation, and as the rules of path-dependence. He argues that the recognition of multiple functions is essential for a real understanding of the power and impact of standards.

In the case of ethical standards, all of the above mentioned functions can be identified. Standards serve public functions such as achieving sustainability. They assure equity and transparency –although independence remains a topic of discussion (see Chapter 4). They serve as company and state strategies for market differentiation, and quality improvement (the Clinton standards on ,,No Sweat’’ textiles are an example of the US trying to improve its quality across the board). They strongly function as moral engineering, but not as much of workers as employers and consumers. Busch sees moral engineering as negative, pushing workers even further to adopt company goals, but when seen as a trigger for corporate and consumer responsibility it can have a positive impact. What rules of the game are concerned, ethical standards not only establish new rules of the game, (e.g. as was the case with the dolphin friendly tuna in the US), but aim to alter other’s rules of the game (e.g. the reproduction of cost externalising structures) and thereby challenge the existing path-dependency (e.g. research into genetic modification should eventually be given up if organic standards become the norm). They prove authenticity of a product and show benefits to be derived from a product, such as a clean conscience. They insure co-ordination (as with SAI’s buyer based certification, see chapter 3) and facilitate market performance (see IFOAM’s view on the necessity of a global standard in chapter 3). The reputation of organisations is key in a high profile sector such as ethical trade. But an extra function can be attributed, namely to enable changes in mentality through experience and social learning. This is more than just moral engineering, because it aims to change not only people view of the specific product or sector, but their entire world view. This will become clear when the pioneering role of FLO trying to raise awareness about sustainable prices is discussed in Chapter 3. Another aspect not mentioned in Busch’s phenomenology is that of empowerment. IFOAM explicitly sees its standards as a tool for local organic movements to gain respect and stimulate organisation. The same goes for FLO, for whom support of civil society organisations is a core aim. 

Structures

Three types of standardisation systems can be distinguished with different ways of achieving harmonisation and ensuring compliance, ranging from industry self-regulation and codes of conduct to NGO based voluntary certification to legally binding standards. In the case of self-regulation the market takes on itself the role of the state. In the case of codes of conduct, the rules are often designed by a PR department far away from the factory floor, and workers hardly ever hear about the rights they are supposed to have been given (see Annex I).

The ways in which the NGO based systems discussed in this report create international transparency and mutual acceptance are described in chapter 3. The major difference with self-regulation is the existence of independent external control bodies. On the concept of certification Gunnar Rundgren (IFOAM) says: ,,If well done the advantage of voluntary standards is that people are more motivated to commit and even improve beyond compliance. It does not function as a ceiling to limit innovation. On the other hand, certification cannot survive without state intervention. Now the level of subsidies for organic agriculture are just enough to cover the losses incurred by false competition from the more heavily sponsored conventional production.’’ This awareness that the own system cannot live independently from the rest of society lives in the Fair Trade movement as well. Nico Roozen (Solidaridad) explains: ,,If smallholders sell less than 50% through Fair Trade (depending on world market prices), they get just enough to compensate losses on the regular market.’’

NGO based systems are developing their own equivalent of state based harmonisation bodies at the international level. Besides the IAF (International Accreditation Forum) –a peer review platform of national accreditation bodies- there is now the ISEAL (International Social and Environmental Accreditation and Labelling Alliance), an NGO platform. Members include FLO, IFOAM, SAI, FSC (Forest Stewardship Council) and MSC (Marine Stewardship Council) a/o.  ISEAL performs three functions. The first is peer review - accreditation organisations keeping track of each other’s actions. The second is overlap with other standardisation initiatives. This report discusses social auditing, but also ecological forestry audits are covered by IFOAM and FSC at the same time. FSC certifies Non-timber products, whereas IFOAM certifies the same products but calls them Wild products. The third function of ISEAL is political lobbying to oppose both state and business forces (see figure 2). NGO’s experience their position as being caught between Skylla and Charybdis: they realise they cannot change all of society on their own, but are reluctant to turn to either state, who is prying to take over the role of regulating production and trade, or businesses, who relentlessly attack all forms of eco-labelling and push for less demanding systems based on self-regulation. It can be questioned whether these market forces should not be defined as other associations competing for the recognition by state and community. It would be interesting to compare the policies advocated by forums opposing far reaching ethical labelling on the one hand, and SAI on the other, especially if both are representing among their members the same big businesses.

A strong point of state based standardisation systems is their direct link to law enforcement. A weak point is that they are often prone to political influences and therefore do not reflect internationally accepted norms (see box and section 3.6). Another problem is harmonisation: if every country writes its own standards reflecting their own preferences and habits, it is hard for foreign firms to comply with them. Whether this regional bias is intentional or not is hard to find out. Sometimes protectionism is evident, e.g. when the right to certify compliance with a certain system is limited to national bodies, such as is the case with many European agricultural schemes. The NGO based systems discussed in this report are exceptional in that they are not based on a stepwise bottom-up process of national, regional and international standards. Rules are voted on directly at a global level. WTO agreements such as that on technical barriers to trade (TBT) focus on harmonisation between states, whereas IFOAM focuses on harmonisation between bioregions. The TBT includes protocols for developing standardisation systems, including eco-labels, but a common definition of what constitutes a good Life Cycle Analysis, the basis for setting environmental standards, has yet to be agreed on. The International Standards Organisation (ISO) standards are generally accepted as an international point of reference, but in NGO circles ISO is mistrusted because of the heavy industry representation. When ISO tried to develop standards for sustainable forestry they were rejected by the NGO’s for this reason (Agarwal 1999). This shows that a balanced representation of all spheres of governance is essential, avoiding so called institutional capture
 (Dawkins 1995). ISO guidelines for certification and accreditation systems however, are eagerly being used by the NGO based systems.

An interesting case of an international scheme set up by state forces, but aiming to include NGO’s and business is the Global Compact. UN Secretary-general Kofi Annan proposed the Global Compact in an address to the World Economic Forum in 1999. A team was formed with representatives of business, international labour and civil society organisations, an the UN family (Executive Office of the secretary-general, the Office of the High Commissioner for Human Rights, the International Labour Organisation, United Nations Environment Program, the United Nations Development Program and the UN Fund for International Partnership). The Global Compact aims to provide ,,a value-based platform designed to promote institutional learning’’. It does so by identifying and disseminating good practices based on universal principles, but lacks the authority of a regulatory system. The process is specially aimed to exclude formalities and rigid bureaucratic structures –the system is described in more detail in Annex I. 

Processes: Flexibility and dynamics

Potential for dynamics and resilience is determined by the level of flexibility in adapting both standards and procedures. Resilience refers to the ability to recover to a stable state after an event of disruption. The stable state would imply the survival of the standards system within the super-system of society, and its ability to continue functioning and serving its original goal
. As the outside world changes, rules need to grow with it, and the process of changing private standards seems much faster than that of changing laws. 

Our three NGO based systems differ in their commitment to developing standards. In the case of IFOAM and SAI, there is a commitment to active writing of the standards in terms of revision. For SAI, this involves developing consensus-based voluntary standards by convening key stakeholders, IFOAM standards are voted on by the member organisations biannually. FLO was less well geared towards adaptation of standards and procedures, but is starting to catch up: they have recently admitted producers in its Board and an ad hoc Standard Committee was set up to review the criteria. How this works out in terms of flexibility remains to be seen.

On the one hand, NGO’s seem very flexible, but on the other hand, they are also known to have strong dogma’s –a/o due to the amount of idealistic people all following their own hobby horses and convictions (see also chapter 5). For a specific comparison of flexibility between market-based, state-based and NGO-based systems more research would need to be done. Here only the ordering principles are discussed. On the one hand it can be said that fragmented competition is the ordering principle giving the most flexibility, because it includes the least amount of stakeholders. But you can also turn it around: as long as nobody complains, the market works. As soon as some people’s interests come into play, negotiations and interest concertation are needed. And if the whole society is affected, the state will have to come in with hierarchical control. A general  description of the choices between these principles within the NGO based systems is given in chapter 3. Section 4.5.3 focuses on the issue of flexibility. Note that the process of standards setting (frequency and procedures) is not covered extensively, instead the focus is on types of standards (minimum versus process based) and certification procedures. Arbitration and conflict resolution is covered in section 4.1. 



3 Background of IFOAM, FLO and SAI

3.1 General Principles and objectives

One of the fundamental similarities in the basic principles, values and philosophies of all the initiatives is a goal towards improving social justice considerations of production world-wide. This is a commonality that links all initiatives and upon which the co-ordination project is being built. In terms of the place of environmental values in the basic principles, there are significant differences. For SAI, environmental values are outside the scope of consideration, while for the IFOAM, environmental objectives are fundamental. FLO includes both social and ecological values, but social values have historically been emphasised, and environmental advocacy is seen as supportive to poverty reduction.

FLO and -to a lesser extent- SAI include an objective of encouraging companies to change their role in society. FLO adds a different dimension by supporting more political programmes that go beyond the fulfilling of labour standards. SAI’s mission is to enable organisations to be socially accountable through implementation of the standards. 

The two systems that include an accreditation system, IFOAM and SAI, also emphasise the need for independent expert verification of compliance through accreditation in the case of SAI and to “make an international guarantee of organic quality a reality” in the case of IFOAM. Of note, the IFOAM accreditation criteria for certification are more comprehensive than the rest as have a far-reaching flow of goods (FOG) control system. To enable tracing of goods they need clear recording and communication between parties at each step in the production chain. FLO has a rudimentary FOG audit only at export and import levels. SAI has a two-tiered system of participation: membership for retailers and certification for manufacturers and suppliers (facility based). The objective is for members to commit to a process of encouraging and assisting suppliers to meet SAI standards. More about FOG in chapter 4.

Education and awareness raising is included by all initiatives. For IFOAM, this objective involves “exchanging knowledge and expertise among members and to inform the public about organic agriculture”. For SAI, this is seen in a general statement regarding promoting “understanding …of such standards world-wide”.  For FLO, publicity campaigns to raise awareness are an objective of its member national initiatives. Other objectives not shared by more than one initiative are the following: for FLO, a main objective is to promote the sale of products sold and produced under fair trade conditions.  SAI stresses the need to promote understanding of SA8000 social auditing techniques and the management systems needed to improve workplace conditions and for IFOAM, a main objective is to represent the organic movement in different forums.

3.2 Beneficiaries and geographic scope

In terms of the beneficiaries, a main distinction is that FLO has specific content criteria for small- producer organisations primarily dependent upon family labour as well as different criteria specially tailored for plantations dependent upon hired labour. While IFOAM’s accreditation criteria detail procedures for certifying grower groups, the content criteria are the same. For SAI the standards are the same regardless of the size of operations of the applicant, though the inspection and certification process is to take size into account. 

There is a further distinction in terms of geographic scope, as both SAI and IFOAM standards are applicable world-wide, while FLO focuses on developing countries in the tropical climate for producer certification. In the case of FLO, auditors can either be employed by FLO or a National Initiative or can be an external consultant who is hired for specific tasks. Preference is given to local inspectors from local organisations to support capacity building. In the case of IFOAM, the certifying body employs inspectors. IFOAM supports the development of local certification bodies though there are financial and bureaucratic constraints with respect to importing government regulatory requirements even when the certification body is IFOAM accredited. The IOAS has so far 27 applicant and accredited certifying bodies of which 6 are based in developing countries (Argentina, Bolivia, Brazil, China, Thailand) and two in Eastern European countries (Lithuania and Czech Republic). Many certification bodies operate internationally. SAI is the only initiative that certifies inspectors individually. SAI has so far accredited eight certifying bodies including 2 in Hong Kong and Thailand. All operate internationally except one body in Italy.

3.3 Organisational structure

A brief review of the operational structures of FLO, SAI and IFOAM is presented here. It should be noted that FLO is currently going through a period of re-organisation. The new organisational structure will take effect this year and therefore some finer details are still under discussion. The most important change is that control is externalised and made independent while a separate body is installed to support producers in achieving compliance –a sort of extension service in the fields of marketing and organisation building. The focus on close collaboration with the cooperatives has not been abandoned, but has been made compatible with the requirements of independence and no conflict of interest.

Highest decision making body on major strategy issues

For IFOAM, the highest decision-making body is the General Assembly of IFOAM member organisations (currently 750) that meets every 2-3 years.  For FLO, the World FairTrade Forum meets every two years and will be the leading voice on major policy issues like: mission of Fair Trade, should Fair Trade and Organic merge, should Fair Trade be extended to East Europe, etc.  In SAI, the highest decision-making body is the 22 member Advisory Board made up of a wide range of up to 25 stakeholder representatives from trade unions, human rights NGO’s and business, among other groups. The SAI Advisory Board provides advice and counsel regarding the setting of standards and the operation of the Accreditation services offered by SAI.

Board/Executive

In IFOAM, there is a nine-member World Board elected at the General Assembly every 2-3 years.  From this board, an Executive Board made up of the President, Treasurer and Secretary is elected.   For SAI, the Advisory Board is the key body, however, there is also a Board of Directors consisting of at least 3 people that evaluates the performance of SAI and its management and provides feedback.  In the case of FLO, the new structure outlines a FLO Board consisting of 6 representatives of the National Initiatives in consumer countries and 5 stakeholder representatives. The FLO board decides on standards and standard related policy issues and appoints personnel for the appeals committee and the certification committee and advises the director on the composition of the Standards and Policy Working Group. Three of the National Initiatives representatives form the Executive Board of FLO that meets 4 times a year. The Executive board is responsible for overall finances, management and personnel issues in the FLO organisation. These members are elected at the yearly meeting of all the National Initiatives, the Meeting of Members (MoM).

Secretariat

In FLO, the secretariat is essentially the FLO offices in Bonn, Germany, with the Director, product managers, certification manager, producer development facilitator and information co-ordinator. Inspectors may come from the secretariat or they may be local consultants. In IFOAM, there is a secretariat based in Tholey-Theley, Germany employs 8-9 people including two executive directors. The SAI secretariat is located in New York where most SAI staff members work who administer the accreditation program and the various supplier and auditor training programs. 

Accreditation/Certification Activities

IFOAM and SAI run accreditation systems. For IFOAM, this is conducted by a separate body, the International Organic Accreditation Service (IOAS). The IOAS was founded in 1997 and IFOAM is the sole member. In the case of SAI, the SAI office administers the Accreditation programme. SAI and IOAS accredited certification bodies carry out SA 8000 and organic certification, respectively. In the case of FLO, FLO itself carries out the certification of producers, licensing of importers/roasters/retailers and ensures the flow of goods. FLO’s certification committee has 7 members elected by the FLO Board, representing different fields of expertise like trade, development, workers rights and certification. The certification body decides on the inscription/exclusion of producer groups on the basis of set standards.

Standard-Setting

In IFOAM, there is a standards committee that receives comments on standards revisions and suggests draft revisions to be voted on during the General Assembly. In FLO, there is a Standards and Policy Working Group to prepare proposals on standards and policy based on requests from regional meetings and national initiatives a/o–they report to the Board. 

In SAI, the Advisory Board nominates a sub-committee to consider proposed revisions and then report back to the Board. They then circulate the proposed revisions to interested parties for comment. The Advisory Board then decides on revisions.

3.4 Funding

FLO is the only case where there is a clear policy that producers do not pay for certification.  For FLO, part of the funding comes from the licenses paid to the National Initiatives. In general, fees are based on a social premium to be paid on top of the market price or a fair trade minimum price, whichever is highest at the time. This social premium is to be used by producers for activities that promote social and socio-economic justice as well as ecological protection. Through the FOG audit, FLO makes sure that the money goes to the targeted projects.

With organic certification, a guideline that certification costs should not exceed 2% of the produced export value is being discussed. It is considered normal for organically certified products to fetch a premium above market prices. Costs are generally broken down into inspection costs (travel, per diem, inspectors time), license fees (usually calculated on a percentage of organic sales) and a membership fee. Most of the funding to run certification agencies generally comes from certification activities. In the case of IFOAM, membership dues cover the majority of financing with foundation/ funding agency support for other initiatives.

SAI and the SA8000 system also charge fees for services rendered by certification bodies as well as for accreditation services rendered by SAI. Certification fees are decided by each certification body and depend on the cost of living where they are located. Accreditation has an application fee and lead auditor day fees for each section of the audit: document review, office audit, and witness audit. No further breakdown of the fee structure was found. In all cases the financing system directly influences independence, but at SAI this issue is very high on the agenda. Tepper (SAI): ,,True independence is difficult to implement. Certification bodies will say ,, if we weren’t independent we would loose our customers’’ but that is not true. They tend to compete on the basis of lenient treatment. This is logical, because the firms pay directly for the inspection.’’ SAI is now experimenting with a construction of a collective Fund in which firms pay if they want to get certification. This Fund then appoints a local certification body at random. The difficulty is the immense increase in transaction costs. Tepper: ,,Now the certification body and the firm do all the negotiation about the time and scheduling of inspection. Centralisation would imply all the inefficiencies inherent in a centralised plan economy.’’

3.5 History and current trends

FLO originated as a solidarity movement aiming to improve conditions for poor farmers in the South. This feeling of solidarity is in direct conflict with the concept of independent, objective monitoring and certification. For that reason, there is frequent debate on the level of formalisation in the inspection process. Recently FLO has broadened its scope to include social issues of union liberty and welfare besides the economic issue of equal trade relations. This is especially relevant when co-operation with SAI is discussed. 

The strict way IFOAM deals with certification is based on a history of public mistrust. From the beginning nobody believed that products could really be produced without chemicals, so the pressure to come up with proof and independent verification has always been central. First the verification was organised in farmer peer review committees, then the independent control bodies came, and eventually the current international accreditation scheme and ISO compliance evolved. This contrasts with the FairTrade movement, who was much more given the benefit of the doubt by the public. 

SAI started in industrial sector and that is still where they focus their activities. They have only recently entered the agricultural sector, and an important motivation to join the joint project is to develop expertise. In the market place, SAI has the least powerful of the seals, as it cannot be shown on the end products themselves. The system relies on the power of corporate identity and the importance of a positive image among investors, governments and clients.

3.6 Identity and position in the governance arena

This paragraph is about the positions that the three systems occupy in society. Based on interviews the relationships with other forces in the political arena are described and evaluated. Following Streeck and Schmitter’s model, both actors and their predominant principles of interaction can be divided into four orders: state (control), market (competition), associations/civil society (negotiation) and community (solidarity). In the division of the next sections actor fields and their principles are grouped together, but the analysis focuses on the principles. As explained in chapter 2, note that actors and interaction modes are not fixed one-to-one: for each transaction a mode of interaction is chosen. The information from this section will be used to assess the future of possible joint operations in section 5.3.

Self image

All systems aim to show that internalising costs is possible, and all aim to convince government to take over at least parts of their standards and measuring methods. If we define politics as aiming to change structures in society, then all three are fundamentally political, but all three define their political role differently. IFOAM keeps the view that standards should represent aspects that are already tried and tested in the field, and should not be used as a political tool. It is tempting to say that IFOAM is choosing fragmented competition as a principle for deciding on strategic choices: if there is a market -let’s do it; if not, let’s wait. But this is not entirely true as will appear later on. There is however a clear distinction with the views held by the Fair Trade movement about the role of standards. FLO sees itself as a political movement working to change the economic system, and they do this through supporting civil society to maximise their interest concertation power at the production site. SAI takes a middle stand, on the one hand they do see their role in society as pushing for certain developments (social accountability) but on the other hand their main aim is to deliver a service to firms in a special market niche. This can be explained by saying SAI uses competition (delivering a competitive service) to influence not only the practices of hierarchical control (e.g. in state regulation) but also facilitate spontaneous solidarity in making ethical consumption possible. They clearly position themselves as a complimentary system to fill gaps left by the government.

The image they wish to convey to the outside world differs accordingly. FLO has a strong union rhetoric and takes a stand against deregulation and domination of neoliberalism. Zonneveld (FLO): ,,The main aim of the Fair Trade movement is to prove that an alternative economic system is possible in which producers receive a fair share, and long term relations prevail over short term profit maximalisation. There is a heavy focus on politics and lobbying. Maximising the sales of fair trade labelled products serves as means to this end and is not the direct priority.’’ Political success is measured by the interest shown by institutions such as government ministries, media, development agencies, the World Bank and the WTO. Zonneveld is quite satisfied with the level of attention he receives. 

SAI is much more hesitant to classify itself as political. Gearhart: ,,Her hesitation comes largely from experiences in the South with political factions hi-jacking universal issues, and the negative effects of corruption and nepotism. In order to avoid getting caught up in wasps’ nest, she thinks it is better to remain independent. ,,When you want to improve workplaces, you need the trust of the business community; being associated with local politics can cause all sorts of trouble.’’ SAI prefers to be associated with more neutral, internationally recognised images such as ISO and the Human Rights movement. In chapter 5 we will discuss in more detail what this means in terms of marketing strategy, but it is clear that, although the aims are similar to FLO’s (bargaining power at local level) the ways differ widely.

The role of IFOAM is to represent her members, explains Bo van Elzakker(IOAS). Although the IFOAM has a list of 19 basic aims it supports (such as the right to food, shelter and happiness for all), they do not have an idealistic socio-political vocation such as FLO. Of course the environmental movement is well-represented, and some members are actively supporting the position of farmers, but that is mostly limited to national farmers. Rundgren, World Board member adds:,, IFOAM also functions as a discussion platform for its 700 member organisations. Bringing them together is a goal in itself.’’ This is different from the others, here the internal concertation is used to achieve external goals.

Relationship with market forces and use of competition

If the Fair Trade movement is successful politically speaking, economic success is clearly lacking behind, shown by the fact that market shares keep floating around 1 to 2%. Maybe then it is logical that they are less willing to rely on competition to determine their course. In market terms it simply doesn’t make sense to sell a product with such low demand. But according to Zonneveld(FLO) demand in the food market is often drive by supply –and not the other way round. As we saw in chapter 2, the rise of advertising shows this could be true for all markets. FLO clearly lacks capital for such large marketing campaigns: ,,Multinationals like Unilever have a marketing budget 10 to 20 times that of our combined organisations, so we simply cannot compete.’’ In the past the lack of experience and professional staff was a big problem too. To solve the capital problem, FLO is forming alliances with large partners in the retail business to share marketing efforts. In Switzerland and the UK supermarket chains have already joined with great success. Until now there has not been an increase in negotiating power of these private parties in influencing FLO strategy, but it will be interesting to see if FLO develops more into the direction of IFOAM, letting marketability weigh heavier in decisions making. It does show that FLO are capable of allocating the competition principle where it is most effective: persuading consumers. To reach the consumer-as-citizen they use a so-called citizen interface, with a different actor: the state. In the Netherlands, the minister of development cooperation is assisting with a publicity campaign aimed at the community values of what is normal and what not. The message is that ethical consumption is not for special people, it is a trend in which we can all take part-irrespective of your image. The details of the different communication strategies towards consumers and citizens are not discussed further, rather, the emphasis is on the identification of the competition- versus the value based interaction.

What transactions with traders and large producers are concerned, FLO opts for a combination of concertation and control. According to Roozen (Solidaridad), community pressure works only in extreme cases like sweatshops and child labour. . Zonneveld: ,,Eventually the ideal is that laws are imposed that are equal for all business, creating a level playing field. The role of labelling initiatives is to stay ahead of the masses and pull the rules up from above.’’ He is rather sceptical about Best’s theory about the New Competition: ,,Firms have a natural inclination against external inspection and regulation. It took 50 years for industry to agree on standards for electrical safety. Fair Trade has existed for nearly 40 years now, so we might have to wait a little longer…’’ Best believes the emphasis will shift from a price based economy to one based on (standardised) qualities, which could speed up the adoption of ethical standards. 

Until now the Fair Trade community sees firms are still obsessed by minimising costs, and will not take expensive initiatives if they are not forced from outside. Again, this outside public pressure coming from the mix of associations (negotiation) and state (control). FLO’s anxiety is not surprising, considering incidents mentioned by Roozen (Roozen and van der Hoff, 2001): boats with Fair Trade bananas have been sabotaged, and workers harassed, business partners have been threatened and opportunistic power plays endanger the development of long term business relationships. So maybe both tendencies are present at the same time: while some firms may take the lead in going the ethical road, others might opt for minor greenwashing and follow in their slipstream. FLO’s function might be to install a countervailing power, strong enough to prevent a relapse to the old hegemony of price.

What the organic movement is concerned, the take-over of former small idealistic firms by larger, more conventional ones has not gone unnoticed. A hi-jacking by big business was suggested by ISEC
 director Helena Norberg Hodge (pers. comm.). Van Elzakker(IOAS) does not share her fears:,,I see no lobby clubs yet in IFOAM, and policy is still determined by committed volunteers. Even at the level of the EU the agribusiness industry is not lobbying very actively for a lowering of standards. In the USA the department of Agriculture is very much dominated by big business, and there was a problem to protect the organic rules from their influence. Finally, the sector has been relatively successful in this respect.’’ However, tightening standards, as would be implied by strengthening the social justice clauses, meets heavy opposition, and not in the least from members benefiting from big conventional businesses. If this implies interests are swinging too far away from the public good, it means leaders or state interlocutors need to take their responsibility and get the troops in line. Complications occurring when leadership lacks a mandate will be explained more in chapter 5, suffice it to say here that interest concertation is still the principle in determining policy, although interests are shifting.

With a steadily growing market share, van Elzakker is not worried about competition from greenwash concepts such as integrated agriculture: ,,There is no clear definition of integrated systems, so it will be hard to sell to the consumer as well as to keep producers on one line. Integrated may mean one cow per hectare in Finland, but in Italy it can be 5. For this reason the EU is not backing it up as an alternative either. Only in Switzerland has the state supported it actively and with success.’’ Off course, the integrated movement can hitch-hike with the positive name of organics, but this is not happening as yet. It is interesting however, that the state plays such a clear role in determining its success. The inclusion of organics in public regulation and the granted use of control principles is an important example of the power of this principle in shielding off competition and protecting standards. 

SAI focuses on large firms, often multinationals, using competition to convey their value based message. Tepper (SAI) laments the heavy critique by the left wing on the role of multinationals: ,,Often, those that push hardest for lowering of standards are local firms aiming at export markets. The labour situation in local firms is often worse than that in foreign firms’’. So SAI helps western firms increase their markets as long as they are willing to comply with SA8000, thereby setting the trend for the locals to make the shift to quality based competition. A clear distinction from the Fair Trade view that firms are naturally opportunistic and greedy. Where FLO believes in negotiation and hierarchical control to ensure ethical behaviour, SAI relies more on competition.

Relationship with governments and the use of control

The most obvious form of hierarchical control applied by all is the auditing of minimum criteria and de-certification in the case of non-compliance, implying safeguarding legitimacy and legal integrity. Exact procedures are discussed in chapter 4. The second way in which it is induced is through interaction with governments. When looking at governments it is useful to make two levels of distinction: firstly between policy making, standard setting and execution, and secondly between countries in the South, the so-called developing countries, and those in the North. In the first case, government is turned to for their access to hierarchical control mechanisms, but sometimes the motives can vary –as we shall see.

What standard setting and execution is concerned, SAI makes a very clear distinction (see also section 2.4 on Standards). They do not want to be associated with the state in execution, for fear of their image of independence, but they rely on intergovernmental bodies a) for their standards –e.g. through adopting ILO norms, and b) for assuring a level playing field in which SAI can position itself. SAI aims to exist next to a strong governmental regulation system. Tepper:,,There will always be a lot of consumers who will keep looking only at the price. They need to be targeted by other means. So SAI is complementary to Ministries of Labour.’’ But a lot of governments in the South give structural opposition to this form of public-private partnerships. In Muslim countries for example, the issue of gender raises problems, in a lot of countries the minimum wage is below a liveable wage, and very often labour rights are low on the agenda. Not to mention issues of sovereignty, which will come back later. 

On a practical level the issues of policy and execution intermingle. The ideal of information exchange and mutual assistance in inspection and research during execution, is far from reality. Based on experience in the field, SAI does a lot of lobbying. Tepper explains: ,, We try to convince them to enact their own labour laws. Ideally governments should take over, but this is not deemed likely, due to their structural shortcomings. Especially in the South, government regulation has serious problems with corruption, inefficiency, lack of resources and expertise and political issues mixing with business -like the urge to get foreign investment at any costs, even if the population will suffer’’ By putting themselves on the same level as the state, SAI creates a type of powerful legitimacy formerly accessible only to the public sphere. In the absence of proper public governance it becomes almost unethical not to support the only -be it private- alternative. We shall see later on (Chapter 5) that this is not accepted by default.

In the North mutual support between SAI and the state is more common. Governments realise they will never have enough civil servants to physically check every facility, priorities have to be set, and self-organisation is an effective way of minimising costs. The trend is to co-ordinate public and private action -in the US for example, the government is supporting self-policing of labour standards by being more lenient to companies that have an internal control system in place. Another way SAI interacts with states in the North is in their role of institutional buyers, represented in the Advisory Board. But here the principle of interaction is market driven competition, and not hierarchical control.

For FLO the difference between standard setting and execution is not that big, they are quite autonomous in both respects. The difference between North and South however, is very large. The historical position of Fair Trade has been to link consumers in the North with producers in the South. So in the South the role was to support the co-operative movement in its political aspirations, whereas in the North the link was with consumer concerns.

In the North, governments have reacted to labelling initiatives such as FLO by initiating their own eco-labels, and at times are quite enthusiastic about the concept, but often regard it as a business matter and fear to include too radical standards in legislation. The EU is regarded as one of the most promising partners. Wild growth of the number of labels is in nobodies interest and the EU wants to protect consumers and facilitate trade, so they initiated a Charter for Social affairs and Employment together with ethical labelling initiatives. This is seen as an opportunity to separate illegitimate labels from genuine bonafide ones. Zonneveld (FLO): ,,The committee works along the same line as ISO accreditation for certification initiatives: the first question is to admit independent external monitoring. This will distinguish self-certification from independent certification for the entire world to see.’’ In other words: hierarchical control is used to create market segmentation and force out the greenwashed multinationals from the ethical sector. As with raising consumer awareness, here labelling initiatives play a pioneer role: . By showing that alternatives are possible this support can grow more easily. It can be said that FLO offers community based solidarity in return for hierarchical control.

In the South, relationships between certification schemes and states are ambiguous. One the one hand, government ministries are eager to encourage private inspectors enacting labour rules that are shared by the government legislation. On the other hand they are always weary of foreign intervention in national affairs, and some regard it as neo-colonialism. Thirdly, governments are pushed by the IMF to de-regulate –not increase the level of rules. Thailand and Malaysia for example are not enthusiastic at all about fair trade labelling. Zonneveld (FLO) believes this is a mistake: ,,In Tanzania the coffee trade used to be highly regulated, now after years of de-regulation even the IMF sees it does not only work counterproductive socially, but economically as well.’’ The scale of the Fair Trade initiatives in a region determines largely its influence on local politics and its access to hierarchical control. In Oaxaca, southern Mexico, where a large co-operative is active, the government is pressed into responding to the needs of poor farmers by investing in infrastructure and services and protecting union members. But in Tanzania e.g. where only a small group is active in Fair Trade, they have not yet built up enough countervailing power. This also means that it can be a good strategy to concentrate trading relationships on a limited number of partners until they can sell a minimum of e.g.50% of their products through Fair Trade. Otherwise Fair Trade sales are merely sufficient to pay off the losses incurred on the regular market (see Roozen in chapter 2). 

IFOAM’s relation with the state is largely diplomatic, but partly competitive. In the diplomatic sphere a lot of lobbying is done, especially at the international level through UN treaties and summits (e.g. World Food Summit, Rio+10, etc.). IFOAM has good relations with FAO and fairly good with the EU, with whom they set up an EU action plan for Organic Agriculture in 2001.

The competition arises in the field of standard setting. IFOAM competes directly with national standards setting bodies, and IOAS with national accreditation bodies. According to IFOAM the ideal is to allow any national organic sector to set its own standards, as long as they are in line with their world-wide Basic Standards, and let governments facilitate private accreditation. States have problems with both these points. First they wan to determine their own standards and secondly, keep accreditation to themselves.

In standard setting, a strong point of sector self regulation is harmonisation. IFOAM is the only one of its kind, and is supported especially by traders in the South, who would otherwise have to negotiate/ comply with all three major actors in organic regulation: EU, US and Japan. But these big powers are still very protective of their own bureaucracies, so they are weary to acknowledge IFOAM as the international standards and control body. This is understandable, because for nation states sovereignty is a core issue, but it forms a big barrier to the development of organic trade. Another reason for their sensitivity is the special position of food policy, compared to other industries. Van Elzakker(IOAS): The close relationship with the EU is proving less ideal than expected. Van Elzakker: ,,Historically, the Directorate General for Agriculture in the EU has been very strong, and 10 years ago when there was a need for regulation, the bureaucrats were the most developed partner. If the organic sector had been better organised they could have perhaps taken matters more into their own hands and prevent heavy state interference. The problem with state bureaucracy is the lack of expertise in the subject matter. Civil servants are shifted for one subject to another, and do not build up the experience and insight needed.’’


Problems in the field of execution were mentioned briefly: big bureaucracies are weary to let IOAS take over, while developing countries applaud the one-stop shopping option. Accreditation comes together with IFOAM standards as a package deal, so it is unclear if the support for IFOAM in accreditation in the South is due to quality of service or to the need for harmonisation of standards. In certification, there is a clear case against the state -especially with fraud. Rundgren (IFOAM) explains that the administrative system is too slow and too far removed from practice to spot fraudulous practices and deal with them, let alone prevent them. ,,The sector sees these things 2 years before the government does. Especially when cross border trade is concerned.’’ It is interesting to note that hierarchical control by the state seems attractive at first, but should be limited in practice. Perhaps the saying used for the market can be used for the state as well: it is a good slave but a bad master. This raises the question whether civil society is such a good master, but we will leave that for Chapter 6.

What the relation with governments in the South is concerned: there is a stark difference with the position of the southern traders. Van Elzakker: ,,If at all interested, the state focuses on general export support. Hardly any country has a specific organic policy. In some cases an enthusiastic individual takes initiatives, and supports for example the setting up of a certification body or even national standards or internal markets, but that is a rare exception. And maybe that is not all bad, because organic standards have to be approved just like any other standards, by the National Standards Board, which brings in all the aforementioned problems of incompetent bureaucracies.’’ So traders may want IFOAM but the states do not, and IFOAM wants the traders (a/o)to organise themselves and the sector. 

Relationship with the community and the use of solidarity

The position of Fair Trade in the community was discussed in the section on market forces, but here we will elaborate on how local groups are co-operating with business to raise awareness about trade issues. It took a long time because of the chicken and egg situation: retailers are waiting for the demand, but consumers need to be made aware by being confronted with the products before they develop a need for them. Again, issues of solidarity and competition can not be seen separately. The consumer is the most important, but also the most difficult chain in the system because of its schizophrenia status (see section 2.2 Consumer vs. Citizen). According to research done by Max Havelaar, 85% of the Dutch public knows their name, 14% is willing to buy their products-even for a higher price, but only 2% do so in the shop. 

If we analyse this consumer behaviour a bit further we see that the One important factor in determining choice is brand loyalty. Especially coffee brands have succeeded in becoming household names which hardly ever get ,,betrayed’’. With bananas this is less the case, because people assume they can tell what is a good banana, but nobody smells their coffee before buying it. They rely on the branded package. Perhaps this brand war could be won with an increased marketing budget, but the retailer –who would have to pay- sees Fair Trade products as a service for a niche group of consumers, rather than a strategic priority product. More about the crucial position of retailers in chapter 5.

Another factor is price difference –not price in absolute terms. Even if coffee prices rise 40%, or –as in Germany- taxes are very high, consumption does not decline. But if consumer have to choose between two similar products with different price, they opt for the cheap one. So although consumers are the core of the economy, they seem to be the last to link up with trends towards more focus on quality and less on price... This suggests that a government intervention to decrease tax on ethical products would be the only strategy left to help increase market share. Ironically, because Fair Trade products are often more expensive, consumer pay more VAT, not less. Roozen(Solidaridad) however, does not believe in tax exemption: ,,if the society needs so much income for its public goods, then tax reduction is unethical. People should get used to the idea that sustainably produced food is more expensive and they need to change their spending behaviour.’’ Alternatively, governments could heighten the price of non-Fair Trade products, following the polluter pays principle. The implementation of cost internalisation is discussed in chapter 4, but it can be said that none of the initiatives is pushing for a fiscal solution. Perhaps taxes are seen as the last issue in which states really do have an inalienable monopoly.

IFOAM’s relation with the community is positive. Generally, people trust organics, and prioritise their own health and the environment above the working conditions of other people. Problems such as the debate around increased nutrient losses, or microbial contamination are not severe outside of the Netherlands. What the lack of hygiene is concerned, this has even brought more support for the Public Health sector. In Sweden and the UK research has connected the overemphasising of hygiene with the growth of allergies and diseases like asthma. Solidarity and communal values are used in everything from advertisement, demand for subsidies, and political backing of sector self-regulation.

As said earlier, SAI has the least powerful of the seals, as it cannot be shown on the end products themselves. This is an awkward situation among labelling schemes, which rely heavily on consumer support, and SAI is hoping to make the link with the public soon. If SAI want to get consumer recognition it would have to find a medium. For now, flow of goods control is out of reach, but plans are being developed for separate tags with information about the producer. Gearhart: ,,I imagine it will be like recycling: firms indicate they use X% of recycled products. In our case they would say X% of our suppliers are SAI certified.’’ Tepper: ,,We want to wait with reaching out to the consumer until we have enough products on offer. If consumers go and look for us and they don’t find us it may backlash.’’

Relationship with civil society and the use of concertation

The relation between the Fair Trade movement and other associations is varying in intensity. In the South most of the work is directed through unions, but there is little co-operation with unions in the North. As said before, interest concertation is the primary principle applied in achieving better socio-economic conditions, but the concept of a ,,living wage’’ –also used by SAI is a typical example of hierarchical control. For each product a calculation is made and this is the minimum unnegotiatable norm. This is not to be confused with the distinction between minimum and process criteria (see 4.5.3): both the collective bargaining and the liveable wage are minimum criteria.

In SAI civil society is included through representation in the Advisory and Governing Boards. SAI inspectors are also urged to consult with local  labour, childcare and human rights groups. SAI shares information and provides free social auditing training for NGO’s. Also, NGO’s are invited to exercise a form of peer review by using a complaints and appeals procedure. This can be quite risky (see chapter 5) but it shows that SAI is committed to form alliances within the NGO community. Again, interest concertation might be an aim to achieve benefits in optimising other principles. In this case it is believed to enhance the competitive edge. Tepper (SAI): ,,We want to build alliances rather than compete with other NGO’s. Together we can increase our niche in the market and in society. Commercially we can help eachother, e.g. by contracting out parts to eachother. We are expanding our accreditation activities to cover other organisations, and we contract others to help with inspections in the field.’’ In the case of contracting out certain transaction a mix of competition and concertation principles is used.

Views within IFOAM on internal relations in the NGO sector vary. Van Elzakker(IOAS) fears NGO’s often escape the scrutiny that is actively pursued towards state and market forces. ,,This is a mistake because NGO’s tend to shift their focus away from the public good and become self-centred, suffering from the same power plays as other institutions.’’ As shown earlier, IFOAM is no exception. But according to the theory of Streeck and Schmitter, state forces are always on the look-out to ensure commitment of NGO’s to the public good. Their ability to take over –e.g. by outlawing NGO self regulation- hangs as a sword of Damocles over the delegated responsibilities.

3.7 Conclusion

Summarising, it can be said each of the organisations have simultaneously created distinct networks and nested themselves in the socio-political arena in a different way. They share a similar position in-between the state, market and community spheres: complementary and competitive at the same time. The emphasis on the four ordering principles control, competition, concertation and solidarity depends on a range of internal factors (organisational culture, background/image, compatibility with aims of the organisation) and external conditions (relationships with other actors in all fields). What self image is concerned, IFOAM sees itself as the representative of an (ethical) economic sector, FLO sees itself as a political movement and SAI as a human rights stop-gap. These images determine for a large part the way organisational culture and thereby the strategies. The consequences of these differences will be discussed in chapter 5.  

The element of hierarchical control is similarly used by all through the imposition of sanctions, but in the form of government delegation it has evolved most in IFOAM. Delegation may grow in importance for the others as their impact on international trade regulation grows, e.g. through acceptance of consumer concerns by the WTO or increased adoption of their standards by the EU and US bureaucracies. The fact that SAI is already claiming parts of the control-vacuum left by the state shows there is growing self-confidence among NGO’s, and increased ability to allocate the different principles.

The focus on the forces of fragmented competition also seems to be highest in IFOAM. They can be said to have the most liberal outlook, which is probably due to two factors. Firstly, the increased importance of state regulation has lead to a protective backlash and increased awareness of the benefits of competition over control. Secondly, the support from the community sphere means IFOAM can afford not to invest so much in raising solidarity. Health issues are already a high priority for consumers in the North, whereas SAI and FLO still need to do a lot of lobbying to raise popularity of solidarity issues. The growth of the ,,anti-globalisation’’ movement might help SAI and FLO to catch up and rely more on market forces as well. Dynamics of public opinion are discussed in chapter 6.

When assessing involvement in interest concertation, we have to distinguish internal and external concertation. About internal concertation: all three have developed advanced methods of including other interest organisations within the organisation. IFOAM has practically all stakeholders within its ranks, organised in different leagues, along professional lines (producers, consultants, etc.) or regional (Africa, Europe, etc.). SAI also has a wide range of representatives in its ranks, and FLO has recently admitted producer groups in their Board as well. All three have specialised structures for conflict resolution in the form of an internal Court of Arbitration. More about internal consensus building in chapter 5.

External concertation occurs differently in the three cases. SAI has special procedures for engaging with external groups such as trade unions and human rights organisations, during the standard setting and audit processes. FLO engages directly with civil society through their focus on co-operatives. The negotiations preceding agreement on a premium work plan are described in section 4.9. IFOAM does a lot of lobbying with large environmental agencies such as IUCN with whom they formed a strategic alliance. Finally, all three are involved in the umbrella organisation ISEAL (see the section 2.4 on Standards). This principle can be seen as a unifying factor, i) because it is so far developed, and ii) because it is the principle distinguishing them from non-NGO based standardisation systems.

To what extent the different networks can be shared and to what extent the internal differences in attitude and strategies can be overcome remains to be seen. The experience in negotiation will come in handy in this complicated concertation process, including both internal and external concertation. In chapter 5 this process and the prospects of linking up are discussed further. In the next chapter a more detailed analysis is made of the day-to-day functioning of the different certification systems.

4 Comparing certification systems

In the following chapters the main differences and similarities of the three certification systems are described, based on an analysis of policy documents and interviews. The information of this chapter feeds into chapter 5. Social criteria/standards of FLO, SAI and IFOAM are compared as well as certification and auditing procedures used by each organisation. The different components of an audit are compared and specific requirements for each category of social and economic criteria are examined. In the last paragraph the dynamics of the three systems are compared.

4.1 Certification System

Process

The certification process is essentially the same for all systems.  1) the producer applies for certification through making internal steps to meet the standards/criteria and to send information to the certification body; 2) an initial assessment is generally made as to the potential of the applicant to meet the certification criteria; 3) there is the possibility of a preliminary visit to check conformance to the criteria; 4) there is an evaluation of the applicant including a site visit and review of documentation; 5) a decision is made regarding certification by the certification body, usually a certification committee; 6) the applicant body and the certification agency sign a contract; and 7) there is a process of periodic review.  At the end of the contract period, there is the possibility of re-certification.

Of note, SAI has a two-tiered system of participation in the SA8000 system. At one level, retailers can become signatory members of SA 8000 by committing to the standard, defining the scope of their operations that they intend to bring into compliance with SA8000, developing a plan and management system for achieving this goal, sourcing from suppliers who adopt internationally recognised workplace standards and publicly issuing an annual progress report subject to verification by SAI before publication. The objective is for SA 8000 signatory members to commit to a process of encouraging and assisting suppliers to meet SA 8000. At another level, suppliers (manufacturers, processors) can apply for certification of their facilities by an accredited body.    

Decision on Certification

In all cases, the auditors’ reports go to a certification committee (or equivalent body made up of individuals that have not participated in the audit) that makes the final decision regarding certification. 

Corrective Action Procedures in Certification

All initiatives have a process of de-certification where major breaches of the rules are found during inspection/monitoring. Major breaches are distinguished from minor breaches/irregularities in different ways

For FLO there is a graduation of non-compliance and penalties depending on the seriousness of the offence.  FLO defines a Major Infringement as deliberately and secretly using a prohibited material or practice.   An irregularity is considered a contravention to one of the FLO rules. Such a contravention may be intentional or through ignorance but is done openly and declared to the inspector without any attempt to deceive. Examples include the misuse of the premium, no participation of the producers or lack of information towards the members on the prices and/or the costs.  The minimum penalty imposed in this instance will be the condition that the non-compliance is corrected immediately or within a specified time period.  Where a non-compliance is repeated, more severe sanctions must be imposed.  Sanctions and the levels of escalation should be covered in the contract to ensure transparency.  Sanctions are defined as a maximum fine charge for a breach of contract.  A maximum of 5% of the value of Fair Trade-turnover is suggested but no more than 10.000 Euro. FLO proposes that the minimum fine be 500 Euro.  

The broad categories that would have such a fine as a consequence for producers would be: non-compliance with criteria, deficiencies in reporting, lack of co-operation with monitoring person and buying from third parties without permission. For importers and exporters: non-compliance with FLO trade conditions, use of Fair Trade label without permission/separate agreement and deficiencies in reporting. The escalation of sanctions includes the following fixed order: warning, reprimand, monetary penalties (Fines), de-registration. 


With organic certification, the accredited certification body has the authority to impose conditions and restrictions on applicants. In such cases, mechanisms for monitoring compliance with such conditions and restrictions shall be in place.  The certification body is also required to have a documented range of disciplinary procedures (sanctions) to deal with minor infractions of the standards.  Where an infringement affects organic integrity, the certification body will ensure that any indication of organic certification of that lot of production is removed.  Where the operator makes a serious violation, certification will be withdrawn for a specified period. In the case of smallholders’ Internal Control System (ICS) the sanctions policy shall include recognition of the failure of the ICS where serious non-compliance has been detected by the certifier and not by the internal control system. This shall also include provisions for withdrawal of certification from the group as a whole, where the internal control system has failed.

For SAI a major breach is a Major Corrective Action Request (CAR) as opposed to a Minor CAR. A Major CAR is defined as a breakdown in a procedure critical to social accountability or the operation of the facility’s management system and may be life threatening or in some way dangerous for workers. If a facility has any major CARs, it cannot be certified for compliance with SA 8000. Ultimately, all outstanding CARs should be time bound, in order to tie them to a second/surveillance audit. All minor CARs must be addressed prior to a surveillance audit but can be closed before or at the surveillance audit or they will become major.  

Complaints, Appeals, Arbitration

In the case of FLO, an appeal would first go to the Certification Committee, then the FLO internal appeal committee and finally to external arbitration by a mutually appointed panel of three arbitrators. 

In IFOAM’s accreditation criterion 7.3 for Appeals, it requires that the accredited body have procedures in place for the consideration of appeals against its decisions. Also, operators have the right to be informed about the identity of an inspector and to raise objections related to any potential conflict of interest. The certification programme shall keep a record of all appeals, take appropriate subsequent action and document the action taken. Persons responsible for the decision being appealed may not be involved in the final appeals decision.

SAI SA8000 requires that a company facility level complaints channel be put in place where workers are able to address with management problems that can possibly be resolved without the involvement of third party auditors. The next step is a certification body level complaint or appeal process for workers and others interested third parties such as a local NGO or trade unions.  The certification body should have a mechanism for receiving such complaints.  Finally, any interested party can file a complaint or appeal with SAI about the accreditation of a certification body.

Confidentiality

While confidentiality is important for all initiatives especially in regard to information obtained and revised during the auditing and certification process, confidentiality is only mentioned in the standards and supporting documents of the two accreditation systems: IFOAM and SAI.  In IFOAM, confidentiality in the process of certification is a main criterion for accreditation.  In SAI, confidential means for workers at a facility to report a complaint or appeal must be made available and audits must respect the confidentiality of interviews and other documentation from workers. FLO has written procedures and/or auditor instructions for the confidentiality of documents and findings during the audit process.

4.2 Accreditation Systems

While a review of accreditation systems is not the major objective of this paper, it is important to set a wider framework in which certification and auditing processes take place.  As such, accreditation activities are briefly described here.

SAI and IFOAM are the only two initiatives to have an accreditation program.  While FLO does have criteria for becoming a member (National Initiative), as FLO members are not responsible for producer certification, this will not be considered here.  Access to IFOAM accreditation is open to applications from certification programmes engaged in inspection and certification of organic production and/or processing. Access to SAI accreditation is open to professional certification bodies and NGO’s.   SAI accepts applications from individual qualified auditors for SA8000 auditor certification. 

Criteria

IFOAM’s accreditation criteria include issues such as competence, independence, accountability and responsibility, objectivity, credibility, quality improvement and internal review, access to information, confidentiality, participation and non-discrimination and respect for local cultural norms. According to van Elzakker, the attitude of certification bodies has changed. ,,There used to be a much stronger emphasis on farm research and risk assessment, whereas now often the inspection is limited to checking up on compliance. A typical illustration is that in Sweden the annual inspection is done by students as a holiday job. They do get a short training, but they have no experience or relationships on which to base their assessment. Fortunately IFOAM is trying to re-introduce risk assessment into certification.’’ 

SAI ’s criteria include an adherence to ISO/IED Guide 62 as well as competence in activities necessary to carry out an effective SA 8000 audit. These include obtaining and maintaining information about working conditions and demonstrating how such information is incorporated into plans for audits and surveillance visits, determining the sufficient wage level, ascertaining the languages spoken by personnel, maintaining client files, ensuring audit personnel are trained in the components of the audit, applying the SA 8000 procedures to select a team of auditors, obtaining factual information in a manner sensitive to local cultural norms and protecting confidentiality of workers among others.

Procedures

In terms of the mechanisms of accreditation, a process for all three systems exists to evaluate, accredit (or accept), review and sanction applicant bodies as well as to terminate accreditation.  

For IFOAM/IOAS accreditation, the process includes an initial application with required documentation and screening procedures.  An evaluation visit then takes place if an evaluation contract is signed. This includes a detailed inspection of certification office file and visits to a sample of certified operators. A report on the findings is produced by the evaluator(s) that is sent to the accreditation program manager and to the evaluated program. The latter is invited to identify any inaccuracies in the report. The Program manager then assesses the compliance of the certification program to IFOAM Basic Standards and the IFOAM accreditation criteria and compiles an Evaluation Document.  A summary of discrepancies and recommendations for actions is made and sent to the Accreditation Committee with the Evaluation Document. When IOAS is satisfied that the applicant has met the requirements, it will be awarded accreditation status. This award may be conditional on corrective actions being undertaken according to an agreed timetable. Once there has been agreement on the conditions imposed and the timetable for compliance, a contract is signed and returned with an annual fee.

For SAI, the accreditation process consists of the following: an application is received with appropriate documentation itemised in an information package sent to interested certification bodies.  If requirements are clearly documented, the SAI director of accreditation will review the application and accept it if it appears that the application has the potential to meet the criteria.  A lead auditor is then nominated to prepare a draft audit plan with a preliminary assessment of the audit fees and proposed audit team members. The applicant confirms acceptance of the draft audit plan and the final audit schedule is established including locations and dates.  The audit includes a desk audit in which the lead auditor reviews documentation, an office component to review the management system of the certification body as well as a witness audit whereby the auditors assess the effectiveness of the implementation of the applicant’s system and determine competence. Witnessing an audit of an operator to be certified does this. An audit report is then developed by the lead auditor reporting any inadequacies, non-conformances and observations to be resolved in order to comply with the accreditation requirements.  In the case of major corrective action requests (CARs), the lead auditor will confirm the process for addressing those while in the case of minor CARs, the lead auditor will confirm the applicant certification body’s corrective and preventative actions.  The applicant certification body will then notify SAI upon addressing those CARs.  SAI then sends the final report to the applicant and to each of the ARP members. The latter will review this and the lead auditor’s recommendations and will recommend granting or refusing accreditation and will advise the SAI President of the outcome.  The SAI president will notify the applicant of the result in writing.  If successful, after receiving final payment and signing the agreement, the accredited certification body will receive a Certificate of Accreditation.

Surveillance and reassessment

For the IOAS, accredited bodies are required to submit an annual report. The IOAS programme manager makes a summary of this report for the IOAS accreditation committee.  Depending on compliance with conditions, the accreditation period may be renewed if contract has expired, new conditions may be imposed, the accreditation period may be extended subject to a full re-evaluation during the next 12 months or sanctions may be imposed.   At least every 4th year, a review evaluation is required.

SAI carries out periodic surveillances on accredited certification bodies, generally every 6 months.  At each surveillance audit, the following will be checked:  records of management review, records of internal audit, records of corrective action, records of complaints, appeals and disputes between the certification body and third parties, how the SAI accreditation mark is being used, auditors records and procedures for allocating auditor teams, a sample of other procedures drawn at random and one of more supplier audits.  A complete re-assessment of compliance is made within 3 months before the end of the accreditation term of 3 years.  SAI can reduce the scope of, suspend or withdraw accreditation, partially or in total, if the criteria are not complied with in any significant manner.

Complaints, appeals and arbitration

The IOAS has an extensive complaints policy that is available upon request.  Complaints should first be directed to the certification programme in question.  If the complaint cannot be addressed adequately at this level, the IOAS will investigate the complaint and sanctions may be imposed if appropriate.  Sanctions range from a warning letter to conditions to re-evaluation to suspension or even termination of accreditation.  Certification bodies can appeal the decisions through a process of appeals. SAI also has formalised complaints and appeals procedures that are similar to those of the IOAS.

4.3 Auditing Procedures

This chapter compares FLO, SAI, and IFOAM in terms of their auditing procedures.  First of all, the section briefly covers logistic issues including the audit team, length and frequency of inspection.  Then auditor assessment procedures are explored, as are auditor tools before examining the various components of the audit process.  This includes: auditor preparation and list of documentation required, the preliminary visit, desk audit and site audit with various meetings (initial meeting, meetings with management/board, meetings with unions/workers organisations and with producers/workers, meetings with stakeholders, observation at an assembly, final meeting), field visit, chain of custody auditing and reporting requirements.  Other issues for particular audit processes are also addressed including non-conformance categorisation, personality assessment, evidence verification, guidelines on giving advice, auditing of internal control systems.  Finally, auditor qualifications and training possibilities are examined.

4.3.1 Audit Logistics

Audit Team

In the case of FLO and IFOAM, there is usually one monitor or inspector.  In the case of SAI there is a team of auditors headed by a lead auditor with overall responsibility for the audit including preparation and post-audit reporting.  Each member of the audit team will be assigned specific responsibilities.

In all cases, auditors should be free from conflicts of interests. For an organic inspection, the operator has the right to be informed of the identity of the inspector and can raise objections related to any potential conflict of interest, though this does not apply to unannounced inspections.  FLO permits an organisation one refusal of a particular auditor due, personality clashes or other issues. The refusal to accept a second nominated inspector is considered a major non-compliance. The Independent Organic Inspectors Association (IOIA) also has a code of ethics and a code of conduct that inspectors should abide by. In SAI, the same auditor(s) should be used if possible during the surveillance visits. In IFOAM, continuous use of the same inspector year after year should be avoided. Clearly, all systems are having difficulty balancing independence and commitment. This will be discussed further in section 4.5 on System dynamics.

Length of Inspection

In terms of the length of the inspection, there are no defined periods of time. In each initiative, the length of the inspection varies depending on the size of the producer’s (group’s) facilities. SAI plans to develop recommendations on this based on field experience, however, in the meantime, auditors are referred to the IAF Guidelines on the Application of ISO/IEC Guide 62. 

FLO has a special estimation table with initial inspections ranging from 2 to 8.5 days and regular visits ranging from 1.5 to 7 days depending on the size of the producer group/plantation.  IFOAM sets out minimum sampling criteria for collective producer groups but these also vary with overall size.

Frequency of Inspection

The frequency of inspections is generally at least once a year for IFOAM.  With FLO, while visits are normally conducted every year, they are required at least every 2 years.  In the case of SAI SA8000, full certification audits are required every three years supplemented by 5 surveillance audits over the three-year contract period.   For IFOAM, a certain percentage of unannounced inspections are required to be carried out.

For FLO, in cases where the regular schedule of visits cannot be fulfilled because of extraordinary reasons (war, natural catastrophes), the rule may be suspended for up to 4 years.  It may be necessary to pay extra visits to an organisation in the case of emergent organisational, financial or administrative problems, information needed from one of the stakeholders or from quality problems that might lead to damage claims.

4.3.2 Assessment Procedures and Categorisation of Non-Conformances

All initiatives have procedures in place to identify any non-conformance to the standards/criteria during an audit. For SAI SA8000 if a non-conformance is found, the audit team should allow more time to further investigate potential non-conformances.  As such a list of non-conformances is drawn up during the audit.  The audit team will review and grade these non-conformances appropriately. There are three categories of findings: major, involving a systemic violation of standards; minor, involving an oversight or non-systemic problem; and observation that is non-mandatory.   The lead auditor is the final arbiter of non-conformances and the classification of those as major or minor.  This is then documented in the Corrective Action Request form and in the audit report. Once established, this should be reviewed with the management committee prior to the closing meeting.  If the number of non-conformances is such that any follow-up audit would require a complete re-audit, then the Lead Auditor may recommend ending the audit and rescheduling it for a later date. In the case of IFOAM and FLO, there are no additional procedures for categorising non-conformances in addition to those already set out in the section on Corrective action procedures for certification. 

As SAI is often working with inspectors who audit for various, mostly technical standards, they have an internal problem of clashing paradigms. As Tepper explains: ,,We train two times more auditors than eventually end up in the field. Often, inspectors just cannot cope with the social mentality.’’ SAI’s strategy seems to be to quantify the qualitative issues as much as possible –e.g. social engineering. Tepper: ,,We try to explain that social indicators are much more measurable than people think, but we have a long way to go.’’ The SAI experience in dealing with this Beta-Gamma integration can be of use to IFOAM when supporting their technical inspectors to work with soft system auditing.

Auditor’s Tools

Each initiative has specific tools that auditors can use in carrying out an audit. For FLO, auditors can use the Guidance Manual for the Monitoring of FairTrade Standards that includes general criteria  (minimum and process) with examples of means of verification and occasional background boxes. 

For organic inspectors, there will generally be a standard questionnaire and application form to use in the inspection process.  Other auditor’s tools include the IFOAM/IOIA inspection manual or inspection report guides.  For audit trail inspection, field history sheet, input records, harvest/storage records, sales/audit control register, receiving records, production logs and inventory sheets may be required.  Taking photos can also be helpful.

SAI auditor tools include the SA 8000 guidance document with SA 8000 requirements for each main criterion, intent, sample checklist, verification and examples of objective evidence sections. There is also a section that explains how an audit should be conducted. An SAI SA 8000 checklist also exists within the SA8000 Auditor Training course materials with key questions to address during the audit for each criterion.  Knowledge of local labour laws is a tool in its own right. 

4.3.3 General Components of Audit Work

The general components of an audit for SAI, FLO and IFOAM are relatively similar.  Once selected, auditors have a certain amount of preparatory work including revision of the producer’s documentation prior to an inspection.  This includes a desk or office audit and an on site inspection of the producer (group) workplace (farms/plantations/offices), interviews with producers/members/ workers/management and staff, observations during the audit and evaluation of the management plan/system in place for implementation of the standards/criteria. Also, in the case of SAI and to a lesser extent for FLO, the inspection involves meeting and discussion with other stakeholders such as NGO’s and unions.  All initiatives also require an evaluative audit report at the end of the audit process.

The IFOAM accredited agency inspection will also include calculations of input/output balances and production estimates and in rare cases may involve soil analysis and residue testing. FLO and IFOAM require a map of all production and facilities.  In all cases, while not all producers/workers are to be interviewed, a random sample is required to ensure a fair expression of total conditions.

Auditor Preparation and List of Documentation Required

Each initiative outlines key activities that the auditor/team should undertake in preparation for the audit.  This includes reviewing previous audit reports where applicable as well as requesting and reviewing key documents of the applicant that are needed either in the audit preparation phase or to be checked sometime during the audit itself.  

In the case of FLO, preparatory activities include reviewing the previous years’ reports, statues, legal inscription, financial information and any relevant correspondence.  For FLO, the following is a list of up to date information to be made available: annual reports, financial information including balances, commercial information, production information and work plans.  Financial information is to be approved by an auditor.

In organic inspections, once the inspector is contracted to do the inspection, the applicant’s file is sent to the inspector including the questionnaire, field history, maps and supporting documents such as organic farm plans and product flow charts, product specifications, used inputs, as well as comments or concerns of the certification co-co-ordinate and a copy of last year’s certification committee report or a past inspection report where relevant.  When reviewing the documents, inspectors should make a note of questions to ask and missing information to request.  The inspector then contacts the applicant to set an inspection date, clarify any information queries, clarify the scope of the audit, request additional information, provide an estimate of the time need for the inspection, confirm that the necessary personnel will be available and answer any questions that the applicant has regarding the process.

For organic grower group inspections, supplemental data is necessary given the complex nature of these inspections.  Information to be had prior to the site audit includes a general map of the region of production, a more detailed map indicating the location of each of the communities to be inspected, grower lists by community listing producers, producer codes or numbers, amount of land area under production by each producer, crops, estimated yields and past production history, the certification questionnaire or application, names of contact persons, a description of the organisational structure of the project and processor questionnaires where applicable.

In the case of SAI SA8000, a pre-assessment takes place after application and before the site audit. SAI auditors are required to gather critical data during the planning stages of the audit. This may include the following: 

· basic needs wage data including food basket costs and information on the average family size; 

· wage data for highest and lowest paid workers;

· sample contracts;

· copies of any agreements signed with unions

· health and safety regulations including fire codes, machine maintenance and protective gear requirements; 

· copies of any inspections carried out by local health and safety or fire authorities;

· training manuals;

· copies of accident statistics

· total number of workers and monthly production records.

· child labour information; 

· labour code issues including working hours, job restrictions, health checks for young workers and age requirements; 

· building code including dormitory and bathroom facilities requirements; 

· information on chronic industry problems such as the use of chemicals; 

· information about the general political situation including union organising constraints, lows laws on worker benefits and taxation; 

· local government influence on industry

· identification of NGO’s and interested parties including local unions and local government agencies for evaluation as a source of information

Given that verifying compliance with local laws is a critical part of SA 8000, local offices of certification bodies should maintain copies of relevant laws on file, secure a system for being informed about changes in local laws and ensure that the local auditors understand the implications of these laws.

A further main component of the pre-assessment is to develop and maintain consultations with interested parties, including trade unions at local, regional and national levels, NGO’s, community organisations, labour lawyers and academics, women and minority groups, children’s rights and welfare NGO’s, national labour departments, development NGO’s and health workers.  The aim is to build up an ongoing relationship with various stakeholder groups and build up a picture of working conditions at the enterprises in advance of the verification process and to establish a complaints and appeals process afterwards.  Auditors may want to request that a local organisation convene meetings of local groups.  In this case, the local organisation should be compensated for the cost of the meeting. All consultations should be documented.

Once records and other documentation have been reviewed, the Lead Auditor then prepares and audit plan for all phases of the certification audit.  The Audit plan should include the number of auditor days required for each phase of the audit plus re-audit planning and post-audit activities, the number of travel days, estimated travel expenses, schedule of audit dates, itinerary for the audit, list of auditor names and target dates for providing deliverables.  An audit itinerary will be sent to the client and to all members of the audit team.  Where more than one auditor is involved, an audit team briefly will be held to review the audit plan and assign auditor duties (this may be done at the site).  Auditors may prepare supplementary audit checklists and audit questions to be used during the audit process.  Where there appear to be any significant omissions or deviations from SA 8000 requirements, the lead auditor will notify the company that these will need to be addressed prior to the audit.

Preliminary Visit

FLO and SAI each include in their respective auditing procedures the possibility of a preliminary visit.  There is no requirement for a preliminary visit at the level of IFOAM or the IOAS.  Individual certification bodies may have specific procedures for this.  The preliminary visit would most likely be an inspection during the conversion period when crops are not yet certifiable.

For new applicants, FLO has a pre-inscription visit with the goal of getting to know the applicant, explaining the principles and procedures of FLO and to get the necessary information (and provide written documentation) for the Certification committee to decide upon the inscription of the applicant.

In the case of SAI, the lead auditor will conduct a pre-visit of the site to familiarise him/herself with the facility and to aid in planning the interview process and itinerary as well in developing the checklist for the audit team and in specifying the scope of the audit.  After this pre-visit, a pre-assessment may be conducted. Potential areas of concern are identified, external stakeholders interviewed, NGO and union availability are assessed, and the applicant should provide the auditor with a copy of its SA 8000 system as documented. 

Site Audit 

In the case of FLO and SAI, the site audit includes: a number of meetings with management or board representatives, with unions or workers’ organisations and with producers/workers, documentary audit and in situ observation. These systems also ask for meetings or interviews with external stakeholders. For SA8000 certification bodies, the external stakeholder meetings take place during pre-assessment. Producer interviews are a key component of the organic audit.  All initiatives also carry out a desk audit and field visits. The site audit usually begins with an initial meeting and ends with a closing meeting.

One main objective in meeting with different stakeholders from management to workers to community is to verify information given by each stakeholder. Records should be kept of all meetings and people interviewed/observed. Where worker confidentiality is an issue, a number or code system can be used. Copies of any key documents should be made and kept in an appropriate order. For FLO, the main goal of the site audit is to examine the living and working conditions of the farmers, to verify the size of land owned by the farmers and the production average in that region. 

Initial Meeting

All three systems have an initial meeting to go over the audit plan and schedule.  

For SAI, at the initial meeting the scope of work is discussed between the auditor(s) and key staff members (owner, managing director, HR manager, Trade union representative, Social Accountability Representative, Health and Safety Co-ordinator, etc…).  Key elements of this meeting include introductions, a general explanation of the purpose and procedures for the audit, the signing of confidentiality agreements and addressing questions as they arise.  The auditor should find out if the company is signatory to any relevant voluntary agreements at this time.

The IFOAM/IOIA Organic Inspection Manual section on inspection procedures includes a list of questions to ask or information to gather during a producer/manager interview.  This should begin by an explanation of the role of the inspector and issues of confidentiality, reviewing the logistics of the inspection plan and certification process with the producer and a review of documents to verify the accuracy of the information provided.  Information about the operator’s background should also be obtained and in the case of a re-certification, the conditions for certification from the previous year should be reviewed.  For grower groups, the initial meeting is essential to plan the inspection itinerary.  The internal control system documents should be reviewed prior to heading out to the field.

For FLO, the initial meeting is generally with the Board and Management and fulfils similar functions to those described above.  This meeting is examined in more detail in the section on meetings with management/board.

Desk Audit

A desk audit is included in all system and usually takes place after the initial meeting.  This generally includes a review of statutory and organisational documents and may include member/worker registrations, minutes of meetings, payment documentation, a range of company policies and procedures as well as commercial records in some cases to monitor the audit trail or chain of custody of products.

For FLO, this includes a review of commercial and financial information with management as well as the above-mentioned items. For SAI SA8000, a description of all records audited including the number and type of records and findings from the audit must be recorded.  An in-depth appraisal of the company’s procedures and overall management structure for compliance with SA 8000 is made. 

For IFOAM, a record keeping inspection is a particular type of inspection where the inspector reviews the audit trail documents and may perform a complete product balance analysis to insure that all organic products were produced from organic ingredients.  It is important to determine whether the record keeping system is complete and well organised.  If records requested are consistently not available, this is a major area of non-compliance.

Meetings with management/board

While the main meetings with management or the board are the initial and closing meetings, these fulfil a special role in the case of FLO and IFOAM. For FLO at the meeting with board representatives and/or the management, the inspector will seek to obtain and verify information regarding the statutory requirements and structure of the organisation, the product flow from producer to the port and information about projects and services.  A further key meeting for organisations based on hired labour is with the Joint Body, made up of representatives of management and workers. On a first visit, there may be no Joint Body. In that case, the development and structure of such a body will be discussed and a work-plan will be made.  The joint body is answerable to the destiny of the fair trade premium.  FLO auditors are required to evaluate whether the Joint Body works properly and democratically.

The Organic inspection is primary interested in obtaining information about the production or processing activities undertaken by the operators as well as ensuring the integrity of the chain of custody.  Any meetings or interviews, with management will be undertaken with the objective of verifying these activities. The exception is for grower group certification discussed in a separate category below.

Meetings with unions/workers organisations and with producers/workers

All auditors are required to hold interviews with producers or workers. For FLO, this includes meeting with producers, their families and/or labourers. The purpose is to get an understanding of the functioning of the organisation, the general performance the member’s commitment and level of information. FLO auditors are to randomly interview producers/workers and their representatives either individually or in groups.

In the worker interview process for SAI, the audit team chooses workers to interview considering that all jobs and shifts need to be included. For every 100 workers up to 500, SAI recommends that auditors interview at least 4 workers with a minimum of 20 (10 for small factories). Interviews should be held both on and off the work site where possible.  Interviews should be conducted early in the audit to provide time for verification and to provide insight into potential problems. SAI auditors are to conduct individual and group interviews to compare responses of individuals and groups for consistency and validity. Control groups are to be used using the same questions.  The interviews should also be used to inform workers of the complaint system in place.  In interviews with workers, their anonymity should be stressed and therefore no management representatives are allowed.  Auditors should be proficient with interview techniques and initially aim to put the worker at ease by asking basic information before moving into more precise questions.  The timing of the audit process is important to consider: visits could be scheduled on pay-day, near lunchtime (to verify lunch breaks) or through the end of the work day (to confirm working hours).  Another key point is that auditors should be able to communicate with workers and management in their native language.  If this is impossible, the auditor may hire independent translators.

The IFOAM/IOIA inspector manual recommends that where fraud is suspected, that inspectors attempt to speak with employees in private.  Also with respect to grower groups, producers should be asked not only about their farms and production systems but also about other project programs.  Producer/worker interviews are a prime source of information about organic production techniques used.

Meetings with Stakeholders

All initiatives may include stakeholder meetings/interviews in the audit process, though for SAI and FLO, this is a required component of the audit. FLO auditors should meet with other community members who are not members of the co-operative.  It is also highly recommended that the inspector also meets with regional and national plantation workers unions and other stakeholders on a regular basis to verify information and to be informed of the regional/national context.  SAI auditors are to conduct periodic interviews with and maintain reports from diverse interested parties (including NGO’s, local government agencies and trade unions) with al least annual update consultations. This should be initiated before the site audit takes place and the results of the application for certification should be reported to these groups.  

While stakeholder meetings are not a major component to organic inspections, this can be a useful tool in analysing how neighbouring operations impact the ability of the applicant to comply with organic standards.   Talking to other stakeholders such as input suppliers may also be helpful where there are any questions regarding organic integrity.

Assembly

Attendance at an assembly is only directly relevant to the FLO audit. FLO auditors should try to attend a producer assembly during the visit.  At this assembly, the auditor should allow for a discussion of fair trade. This is a good forum to evaluate the awareness of producers to the goals and principles of Fair Trade. The assembly also provides the possibility to evaluate the democratic process, information exchange and participation of members.

Field Visits and Evidence Verification

Field visits to farms and processing facilities are a critical component of the organic, FLO and SAI audits. For IFOAM and to some extent FLO (depending on the crop), this is the main tool to examine environmental impacts and compliance with environmental criteria.  However, field visits are also critical in examining social auditing issues as well, especially health and safety ones. Observation is a key auditor tool during field visits and can serve to complement the paper audit.

In general, all require objective evidence in the form of revision of documentation and records as well as through interviews and observations. For SAI auditors, the following are recommendations for gathering evidence: photos of problems can be taken if appropriate.  Key documents can be copied for follow-up, code names of interviewees for privacy and record names of managers interviewed.  Observations such as posters, time clocks, counting employees, time cards and presence of minors should be recorded.

Final Meeting and Reporting to Producer

FLO and SAI have auditing procedures for a final meeting at the end of the audit.  These meetings share a common goal of presenting any non-conformances to the respective standards and offering an opportunity for discussion and development of corrective action activities. The final stage of the visit in the FLO audit is to go through the findings with the management/board and to point out any irregularities, problem areas and deficiencies that have been highlighted.  The monitoring report should be the basis of this final meeting.  Provisional conclusions should be indicated in the report with the representative of the board/management being asked to sign the document, confirming that the information supplied is correct and agreeing with any non-compliance or deficiencies.  Where the board/management does not agree with any findings, these are to be stated.

At an SAI final audit meeting, auditors will discuss any non-conformances and appropriate corrective measures for implementation as well as a timeframe for implementation of these actions.

4.3.4 Reporting to Certification Committee

All monitors are required to complete an inspection/audit report to their respective certification body (committee). In the case of FLO and SAI, there are reporting formats to be followed.  FLO committee members may ask for additional material.  In the FLO report, there is a confidential section only for committee use. Generally, these findings should not differ from those given to the producer at the end meeting except where findings were drawn only after the visit or for reasons of cultural sensitivity.  The report should be received by the supervisory about 1 week after completion of the visit, no later than two weeks unless otherwise agreed before.

The SAI audit report shall include the applicant name and contact details, the audit team member names as well as all non-conformances found and mutually agreed upon dates by which such matters will be corrected and by which corrective and preventative plans will be submitted to the auditors. Evidence of non-conformances as well as all relevant checklists and audit record sheets should be included with the report and it should include the signatures of key managers.

Many organic certification bodies have specific formats or checklists to follow. Names of operators and operations as well as contact details plus the name of the inspector, date and time inspected and other pertinent information should be covered on the first page.  Names and positions of people interviewed should be covered. A list of documents reviewed should be included.  Conditions from the previous year’s certification report should be addressed early in the report.  Indicators of compliance and infractions observed for every criterion should be clearly documented and explained.  Photographs may be used in the report. The final section should be a summary of areas of possible non-compliance.  Certain certification bodies may require recommendations from the inspector including recommendation for certification with or without conditions, against certification or delay of certification pending more information. For Grower Group reports, a few sections should be added. For example, a section on organisational management should be included and educational programs of the project should be described and evaluated.

4.3.5 Personality Assessment

FLO has a personality assessment component to its monitoring visit.  The inspection should take place in an atmosphere of trust unless this has obviously been broken. The visit is not an inquisition but more a check that the applicant understands the FLO criteria and is committed with them. Applicants may have a negative impression of the inspection, but this may change once an initial antagonism or diffidence has been overcome and a working relationship established.  Subjective impressions are bound to influence the inspector’s recommendations and should be made explicit in the final report. Although an objective report on the whole system is the aim of the visit, any feeling of trust or distrust should be included so that the situation can be monitored in the future.  

In assessing risk, organic inspectors may be required to assess the operator attitude and knowledge of the conditions around the farm.  How seriously does the operator take the issue of chemical trespass or what proactive steps has the operator taken to prevent contamination?

4.3.6 Giving Advice

In all systems, giving technical advice is not allowed. However, guidance on complying with each system’s criteria may be given. For example, in an SAI audit, certified auditors cannot make recommendations, as this is regarded as consulting. However, auditors can confirm that a company has developed a realistic plan and that the plan is being followed on schedule.

4.3.7 Internal Control System

While all systems are interested in developing an internal control system (ICS) or system of internal audits to support and strengthen the management system in place to ensure compliance with the respective certification criteria, IFOAM has specific criteria for inspecting grower groups, with an ICS. It can be compared to the SAI and FLO procedures for evaluating company policies including planning and monitoring activities. IFOAM organic grower group criteria are particularly relevant for smallholder producer groups in developing countries. To be considered in this inspection procedure, the grower groups should reflect the following conditions:  members are producers with similar farming systems and production and co-ordinated marketing to enable oversight of the product flow. The group must also be large enough to support a viable ICS and it may include small processing and storage units though large farming unit, other processing units and traders may not be included in the grower group inspection arrangements.

For grower group inspection, records of the internal control system are kept by the group and are reviewed by the inspector of the certification programme. In evaluating the ICS  the certification programme shall assure that:

· Internal inspections of all operators have been carried out at least annually

· New operators are only included after inspections.

· Internal inspections have adequately addressed the compliance of operators

· Instances of non-compliance have been dealt with appropriately

· Adequate records of inspections have been maintained by the internal control system

· Internal records match the findings of the certification programme

· The operators understand the standards and that the internal control system assists them in their compliance

· All operators shall have access to a copy of the standards or the relevant sections of standards presented in a way adapted to their language, capacity and knowledge.

A written contract is signed by the management body of the group including the responsibilities of the group and of the internal control system. All operators are obligated to comply with the standards and to permit inspections.  Annual (or more frequent) inspections are carried out that includes and assessment of the internal control system as well as an inspection of a proportion of individual operations.

Given that the inspection of grower groups varies widely, the inspector should check with the previous inspector regarding the length of the inspection and other critical details. 

4.3.8 Chain of Custody Auditing

While Chain of custody was addressed in the certification section, this section briefly addresses audit activities that support the chain of custody system in place at the certification level. In the FLO audit, the commercial and financial records are checked partly to audit the FOG.  Visits to processing facilities also ensure the flow of good as well as ensuring quality standards and transparent financial flows.

For IFOAM this is a critical part of an inspection.  The system of record keeping is checked to ensure that all records are accessible and well organised.  An assessment is also made to determine if yields and products sold as organic are consistent with the amount of land certified. This requires access to the operator’s yield and sales records though this will not be available in the first year of certification.  There is also a need to verify that all inputs are certified organic, by examining receipts from certified organic suppliers, photocopies of the supplier’s annual organic certificate or transaction certificates.

In its auditor checklist, SAI has a number of questions concerning the control of suppliers. These include the following:  Is there a formal evaluation system in place to determine the selection of suppliers based upon their ability to adhere to SA 8000 requirements?  Is there documentation to demonstrate this?  Do all suppliers being utilised appear on the approved vendor list?  Are there records available for suppliers that commit them in writing to conforming to SA 8000 standards?  Is there a procedure for on-going evaluation of suppliers to ensure that they are continuing to adhere to SA 8000 standards? Does the company maintain reasonable evidence that suppliers are meeting requirements of this standard?

4.3.9 Auditor qualifications

Each certification system has particular auditor requirements. For SAI, auditors are required to be attend a SA8000 Auditor Training course, pass the examination, apply for  auditor certification through SAI, either be registered under a regional accreditation institution or have adequate social auditing skills and experience, with additional training by the certification body as appropriate. They are also required to speak local language/dialects, be familiar with the local culture, be knowledgeable about local law and possess interview skills.  Audit teams are required to have at least one subject matter expert on the team and the gender of auditors should reflect the local worker population.  There are two auditor grades, the highest grade requiring completion of SA 8000 course and field time with witnessed audits. Prior social auditing experience is mandatory if the auditor is not certified under a regional accreditation institution. Continuing education  through training is currently being developed by SAI and will be required in 2002. (Under revision)

For organic inspections, IFOAM/IOIA outline the following inspector qualifications:  experience in specific production, handling, processing and pest control methods for both organic and conventional operations of the type to be inspected, training including an organic inspector training course for farm, livestock or process inspection and completion of an inspector apprenticeship, familiarity with organic standards and regulations as well as observational, assessment, and communication skills.

FLO inspector qualifications include the following general competence skills:  negotiating skills and an ability to deal sensitively with relations, commitment to FairTrade, ability to work independently and flexibly, good communication skills, persistence in questioning, good working knowledge of local language and working knowledge of English, ability to handle confidential information, experience in trade, agriculture or management, knowledge of the appropriate product’s cultivation and trade, knowledge of relevant institutions in a country, training or experience in certification processes.  There are also additional competences and skills need for both social and environmental monitoring.

Auditor Training

There are specific auditor training components for each initiative that are examined briefly here.

New FLO inspectors are training in a number of ways. First, the inspector/consultant will familiarise him/herself with the FLO criteria in general and per product. Second,  “On the job” training will begin with a new inspector accompanying an experienced inspector as an observer on a monitoring trip and if funds allow the new inspector will then be accompanied by an experienced inspector who will act as an observer as he or she carries out a monitoring visit. This initial training is followed up with ongoing training and feedback including keeping up to date with any amendments or changes to the FLO Criteria.  Inspectors can also review minutes of the decisions taken by the Certification Committee relating to the producer groups inspected by the inspector. Inspectors are encouraged to contact the Certification Manager to discuss problems or comments. Finally, inspectors will be invited to FLO internal training activities wherever possible.  FLO consultants have a supervisor within FLO who is responsible for the co-ordination of his/her work.  

The SAI Auditor-training program consists of a lead assessor course..  The lead assessor course trains participants in the background of the standard, the interpretations of SA8000’s elements to promote understanding of the standard and ways to facilitate implementation and maintenance of the standard going forward.  During interactive exercises students participate in the development of action plans and there are ‘role-play’ situations that require team involvement in case study situations. The class concludes with a two-hour examination, which leads to a Certificate of Completion.  

For IFOAM, Certification bodies are obliged to ensure that inspectors are appropriately trained.  This can be accomplished through the completion of training courses and on-the-job training.  There are a number of different kinds of organic inspector training courses including basic and advanced courses as well as in-house training organised by the certification body.  Once inspector-training courses have been completed, there is a requirement to conduct apprenticeship inspections prior to becoming an organic inspector.  This normally includes accompanying an experienced inspector on 1-3 inspections of each type (crops, livestock, processing) with an increasingly active role from the first to the third inspection including filling out the inspection report for all apprenticeship inspections to be submitted to the mentor.

4.4 Social and Economic Criteria and Auditing Indicators

Key categories that are explored in this section include the following social and economic criteria:

1. Right to Freedom of Association and Collective Bargaining; Worker Participation in Decision-Making

2. Minimum Wage/Return, Social Security as well as Basic Treatment and Disciplinary Practices

3. Equity in Wages and Non-Discrimination

4. Specific Protection of Certain Categories of Workers (children, disabled, pregnant women) 

5. Safety and Health at Work  (including Pest and Disease Management)

6. Basic Needs 

7. Relations with Local Communities and Indigenous Rights

8. Company Policies 

9. Economic Development (FairTrade premium, Exportability and Economic strengthening of the organisation)

For each category, the relevant standards of FLO, IFOAM and SAI are compared. The information for the tables and lists is mainly taken from SAI Auditor Checklists, the FLO Monitoring Manual and the SAI SA 8000 guidance document.

4.4.1 Right to Freedom of Association and Collective Bargaining; Worker Participation in Decision-Making

All of the initiatives address this issue on the basis of ILO conventions (87 and 98).  Worker participation in decision-making is added to this category, as it is a progression along the same direction. Finally, the related issue of rights to freely enter into employment is covered. 

It should be noted that IFOAM’s social criteria in this area are extremely vague. For example, the IFOAM (BS 11) recommendation states that all ILO conventions relating to labour welfare should be complied with. This recommendation lacks a strong applicable context.

One issue covered explicitly by FLO and SAI is the right to freedom of association. All state that workers have rights to organise and/or form unions.  In the case of FLO draft criteria, this applies to both collective employers and plantations. SAI and FLO explicitly state that there will be no discrimination of representatives of organised workers and that these representatives will be allowed to carry out their functions. SAI envisages cases where such rights to freedom of association are curtailed by national law. In these cases it requires that parallel processes of association and collective bargaining be facilitated by the employer.

Apart from these issues, FLO moves beyond the other initiatives in terms of the comprehensiveness of the issue of participation in decision-making and in collective bargaining. For example, the plantations or organisation must hold permanent training activities aimed at improving worker representation. Also, collective organisations are to undertake education activities to enhance the participation of members. With regard to collective organisations, these are defined as democratically organised with organisational structures that guarantee control by members. A general assembly is the highest decision making body. The goal of these activities towards participation is to ensure that the premium work plan is developed and approved with active participation from all parties.

Furthermore, FLO draft standards puts the right to collective bargaining into practice with the requirement that a collective bargaining agreement (or terms of employment document in the case of collective organisations where no union exists) be drawn up and approved by all parties to include labour conditions such as salary, working hours, social security, dismissal, vacation, sickness, maternity and minimum wage. Similarly, the presence of a union is a requirement for plantations except in exceptional circumstances.

Right to freely enter into employment

This right is addressed specifically by FLO and SAI, but only through the vague statement above for IFOAM. FLO standards simply require that forced labour (including bonded) does not occur (based on ILO conv. 29 and 105). This is also the case with SAI though their standards also state that personnel should not be required to lodge deposits or identity papers upon commencing employment. For FLO, this is included as a verifier.  FLO also states that employment is not conditioned by employment of the spouse, ensuring the rights of spouses to work off-farm.

4.4.2 Minimum Wage/Return, Social Security and Basic Treatment

In this section, the sub-categories of minimum wage/return, social security, hours of work and basic treatment will be examined.

Minimum Wage/Return

Apart from the general coverage of IFOAM’s social standards, the other initiatives specifically address the issue of minimum wage or return.  All have standards that require wages to be equal or greater to the established minimum legal wage and/or the average regional (or industry) salary. SAI addresses the issue of deductions, stating that deductions should not be made for disciplinary reasons. Regarding the access to and understanding of the worker of his/her wage, both FLO and SAI have requirements on the form of payment; in the case of FLO this must be in legal tender and properly documented and in the case of SAI this must be rendered in case or cheque in a manner convenient to workers. SAI has requirements as to the provision of clear information regarding the wages and benefits. 

Finally, FLO and SAI go beyond the minimum wage requirement.  For SAI an added qualifier for the minimum wage is that this shall be sufficient to meet basic needs (defined as being sufficient for the worker and his/her dependants to feed, clothe and house themselves with no need for overtime). Furthermore, wages should be enough to provide some discretionary income. The SAI guidance document includes detailed tools for such analysis including quantitative and qualitative methods for wage analysis (poverty line assessment, market basket survey, comparisons with unionised companies and worker consultations) and the application of a basic needs formula.

FLO tackles the issue of minimum wage in a unique way, through a social premium (see economic criteria – fair trade premium). The members of the collective organisation decide how this social premium is used or the union and management, in the case of plantations with hired labour, through a decision of the Joint Body representing workers and management.  One of the main uses of the premium is for increased salary support for workers and members. This is to be added on top of the basic wage described above.

Social Security

All initiatives address social security issues, though in different ways. SAI approach this issue by prohibiting practices that would avoid payment of social security benefits by employers. For example, labour-only contracting arrangements and false apprenticeship schemes are not to be undertaken to avoid fulfilling obligations to personnel. With the schemes that define content issues to be addressed under social security, FLO, IFOAM and CAN each have a different approach.  IFOAM’s recommendations state that social security needs should include benefits for maternity, sickness and retirement. For FLO, these issues and others are to be included in the Collective Bargaining Agreement (or collective labour contract for collective organisations with no union) that is to be re-negotiated every year. 

Hours of Work

All initiatives except IFOAM cover this explicitly. SAI states that working hours comply with applicable national laws and industry standards, with a maximum of 48 hours/week. In addition, workers are provided with at least 1 out of 7 days off. Working hours may be extended voluntarily to a maximum of 12 hours of overtime work per week in short-term business circumstances that are unforeseeable. Such overtime work is compensated at a premium rate.  FLO’s criteria for work hours apply to employees, not producer farmers, and the issue is to be addressed in the collective bargaining agreement.

Basic Treatment and Disciplinary Practices

Basic treatment and disciplinary practices are not covered by all the initiatives.  In those that do cover it including IFOAM and SAI basic treatment of human beings is upheld including the prohibition of violations of basic human rights including corporal punishment, mental, physical and verbal abuse. FLO also includes a requirement for no unfair disciplinary practices. 

4.4.3 Equity in Wages and Non-Discrimination

Here, the only difference is in the degree of detail. All of the standards prohibit discrimination of race/colour, gender and religion, but different possible forms of discrimination are listed by different initiatives. For example, FLO includes political opinion, national extraction and social origin as well while SAI adds to this caste (more specific than social origin), disability, sexual orientation and union membership (this issue is covered under freedom of association and right to collective bargaining).

All of the standards apply non-discrimination to wages and opportunities. SAI is more specific in detailing all areas of coverage including hiring, compensation (wages), access to training, promotion, termination and retirement. SAI also includes two other issues that are not explicitly covered by the other initiatives. The first states that the company cannot interfere with the exercises of rights of personnel to observe tenets or practices, or to meet needs relating to race, caste, national origin, disability, gender, sexual orientation, union membership or political affiliation.  Furthermore, the company shall not allow behaviour including gestures, language and physical contact that is sexually coercive, abusive or exploitative.

Finally, FLO has a system in place for the progressive elimination of forms of discrimination, not seen in the standards of the other initiatives. The criteria require that programs be put in place to improve the position of disadvantaged groups, particularly with respect to recruitment, staff and committee membership.

4.4.4 Specific Protection of Certain Categories of Workers 

All of the initiatives have standards relating all or some of the following categories: children, disabled, pregnant women and migrant workers.

Children

All initiatives address child labour, and all are based on UN conventions and the UN Charter of Rights for Children. All state in their standards that child labour is not allowed except IFOAM, recommending that the Charter mentioned above should be complied with. FLO and SAI define a child as any person under 15. However, in certain countries that fall under the exemptions category in ILO convention 138, the minimum age for working could be lowered to 14 according to SAI.  

All except IFOAM show special consideration for young workers normally defined as in between 15 and 18 years of age. Young workers must not undertake hazardous work. FLO states that young people are not allowed to carry out work that is likely to jeopardise their health, safety or morals. In SA 8000 standards young workers are not to be exposed to hazardous, unsafe or unhealthy situations. 

A further consideration that FLO and SAI share is that any work undertaken by young people does not jeopardise schooling. SAI’s standards are very detailed here stating “policies and procedures to promote education for children and young workers subject to local compulsory education laws or in attendance at school, are established, documented, maintained and communicated to personnel and other parties”.  In addition, “the combined hours of transportation, school and work does not exceed 10 hrs per day”.

SAI and also has special procedures for the phasing out of employment of children when detected. It requires programmes to be in place to enable such children to attend and remain in school until no longer children -this might include compensation for lost salary, covering the costs for tuition-related expenses or offering to hire relatives of the children. 

Disabled

The only system that addresses disabled workers is FLO prohibiting workers who are mentally unfit, or who have chronic diseases, respiratory diseases or weaknesses to handle agrochemicals.  In all cases, the general non-discrimination clause would apply.

Pregnant Workers

In FLO criteria, maternity leave is to be negotiated as part of the collective bargaining agreement; for the plantations (hired labour) criteria, this is strengthened with requirements for maternity protection. FLO criteria also state that pregnant or nursing women should not apply agrochemicals. IFOAM recommendations suggest that maternity benefits should be met. SA 8000 guidance states that no forced testing, use of contraception or forcing pregnant women out is allowed nor is increasing their work loads to pressure them to resign.

Migrant/Temporary Workers

Only two initiatives address special protection directly: FLO and. FLO acknowledges that there may be differences in the wages and benefits between permanent, casual and seasonal workers in the collective bargaining agreement but that these differences must be progressively diminished in the process criteria. In all cases, the general non-discrimination clause will apply and this is further strengthened by those initiatives that listed national origin or extraction in this section (FLO, SAI). In developing its agricultural supplement SAI is currently examining how to address specifically the issue of migrant and temporary workers

4.4.5 Safety and Health at Work

All initiatives address occupational health and safety. They include general standards on the requirement to provide a safe and healthy working environment. All initiatives except IFOAM have standards that cover the need for adequate training and provision of information on issues related to occupational health and safety including the use, handling and storage of agrochemicals (FLO) as well as the use of tools, machinery and equipment (FLO).  SAI has a general standard linking the training required and other activities to be linked to the hazards that are inherent in the working environment, and training programmes should be repeated for new or reassigned workers.

In terms of the working environment SAI requires the provision of potable water and sanitary facilities. With regard to protective equipment (in the case of agrochemical application), FLO requires that workers be provided with adequate protection. 

With regard to prevention of accidents and dealing with emergency situations, SAI and FLO require a system or policy to prevent accidents and minimise hazards. For SAI this also requires the appointment of a senior management representative responsible for occupational health and safety. 

Pest and Disease Management

While this is normally considered in environmental criteria, given the overlap between the use of agrochemicals and occupational health and safety, this category is included here.  It can be broken down into a number of sub-categories mainly centred on the issue of agrochemicals.  These issues include agrochemical use, handling, transport, storage and application and, finally, other methods of pest and disease management.  In this section, IFOAM’s criteria do not cover agrochemical use, handling, storage or application as they are prohibited. It should also be noted that while FLO generic standards cover the use of agrochemicals, they do not go into great detail; however, certain FLO product-specific criteria do, such as with banana and orange juice.  As the FLO banana criteria are the most detailed of FLO criteria in addressing agrochemicals, they will be used below as examples where appropriate.

Agrochemical Use

FLO prohibits certain agrochemicals, for example the Dirty Dozen chemicals listed by the Pesticide Action Network. FLO also prohibits the use of chemical products black-listed by international agreements. WHO class 1 a + b pesticides are prohibited as are all pesticides in the FAO/UNEP Prior Informed consent procedure. Minimisation and reduction of the use of agrochemicals by replacing pesticides with integrated crop management including organic and biological control is included in the process criteria.

In product-specific criteria, FLO is more detailed in terms of limiting chemical use. For example, in FLO banana criteria, the use of all herbicides is forbidden, as is the chemical Tremox for post-harvest treatment.  FLO banana criteria also authorise the use of nematicides in granular form only after non-chemical and biological control measures have been ruled out.  FLO orange juice criteria also list a number of prohibited pesticides.

Handling, Transport and storage of Agrochemicals

With respect to the handling and transport of agrochemicals FLO criteria stress information and training of workers/farmers and prohibits workers under the age of 18 from handling agrochemicals. With regard to agrochemical storage, FLO banana standards stipulate the need for special areas dedicated solely to the storage of agrochemicals. FLO generic standards only require adequate training of workers in storage of agrochemicals.  While certain FLO banana criteria (plantations) state that storage areas must be protected from sun, wind and rain, and the storage area must also be away from housing, processing, rivers and other water sources among others.  For organisations structurally dependent upon hired labour, FLO banana criteria also require that the storage area must be under the close supervision of a storage manager when open, and that it must be locked when he/she is not present. 

Application of Agrochemicals

Regarding the application of agrochemicals, in the case of FLO (Banana – plantations) standards states that there is a need for justification and documentation of the application (and dosage) of all agrochemicals.  Integrated pest management or integrated crop management strategies are required and the application of agrochemicals must be regulated and monitored. FLO minimum criteria for bananas allow aerial spraying only in the case of fungicide applications.  The use of flagmen, however, is not allowed across any FLO product category. For FLO, banana organisations structurally dependent on hired labour must progressively reduce the application of aerial fungicides to a level at least 25% below the regional standard used by non-Fair Trade production (process criteria). 

In the specific case of bananas, pesticide-treated bags must be reduced and eventually eliminated within two years of inscription unless it can be demonstrated that commercial banana production in the region is impossible without impregnated bags. IFOAM criteria do mention that if equipment from conventional farming systems is used, it must be properly cleaned and free from residues before being used on organically managed areas.

Other Methods of Pest and Disease Management

IFOAM and FLO cover the issue of other methods of pest and disease management. Given that IFOAM prohibits all synthetic agrochemicals, all of its standards on agricultural production rely on other methods of pest and disease management.  In the case of FLO other methods must be applied in co-ordination with a programme to reduce agrochemical use.

In FLO criteria, integrated crop management must be used. In the case of collective organisations, farmers should show progress towards ICM techniques and, in the case of plantations, an ICM system must be in place.

With regard to specific strategies, IFOAM recommendations include preventative cultural techniques that limit the development of weeds, pests and diseases as well as thermal control.  Products used for such control that are prepared at the farm from local ingredients (plants, animals, and microorganisms) are also allowed.   The range of alternative control mechanisms that can be used in each of the initiatives are in most cases similar (biological control, cultural control, physical/mechanical control etc.).

In the case of FLO, other methods are to be used as far as possible balancing production and economic viability with environmental protection.  In the case of IFOAM, a commitment has already been made to organic farming systems and pests, diseases and weeds are to be minimised within that context. 

FLO states that there must be a gradual substitution from agrochemical controls to biological and physical pest control measures as well as a continuous shift towards organic fertilisers.  FLO minimum criteria for bananas in the case of plantations include the employment of at least one agronomist or technician to be in charge of the ICM system. The producer organisation must also conduct workshops in ICM.  Also, in the process criteria, there must be a gradual substitution from agrochemical controls to biological and physical pest control measures as well as a continuous shift towards organic fertilisers. 

4.4.6 Basic Needs 

Besides general statements the category of basic needs can be divided into housing, medical care and education. All initiatives cover at least one of the above issues though not in considerable detail. For SAI it has already been discussed that wages must be sufficient to feed, house and clothe workers and their families without the need for overtime work, and provide some discretionary income. In the case of IFOAM, Basic Standard #1 states that one of the principle aims of organic agriculture is to “allow everyone involved in organic production and processing a quality of life which meets their basic needs…”

Housing considerations

Under housing all except IFOAM and FLO address the issue of housing by requiring that housing, if provided to workers, should be clean and safe. SAI states such housing should meet the basic needs of workers. FLO only addresses housing in its banana criteria for plantations, stating that if housing or like benefits are provided to workers, it should be done in a non-discriminatory way.
Medical Care

With regard to medical care FLO address the issue directly.  In the health and safety section, SAI requirements imply that medical care is available if needed through the health and safety system in place. IFOAM recommendations state that employees should have access to health services. FLO indicates sickness and related issues are to be covered under the collective bargaining agreement. See above sections on OH&S and Agrochemical Use for indicators.

Education

Education is differentiated from training (covered in the safety and health category) and education for children (covered under the child labour). IFOAM recommends that employees and their families have access to education. FLO states that environmental education should be provided.

4.4.7 Relations with Local Communities and Indigenous Rights

This category is covered only by IFOAM. FLO and SAI do not address of these issues, as they focus on internal issues. While SAI may rely on external support from trade unions and NGO’s in verification, there are no criteria for dealing with communities outside of the workplace. 

In the case of FLO, as its main goal is to benefit disadvantaged producers, some of these producers will be indigenous producers who in effect constitute the local communities.  

IFOAM Basic Standards include that operators should respect the rights of indigenous peoples (wording is under revision). 

4.4.8 Company Policies  (Training, Planning, Monitoring, Accountability)

Company policies are broken down into general issues, training, planning and monitoring as well as corrective actions though it should be noted that many issues flow fluidly back and forth between these categories.  A number of the initiatives include general policies regarding social issues in their standards. For IFOAM, while there is no general policy for producers and companies, certification programmes conducting inspections and certifications must have a policy on social justice. SAI also has a general policy regarding management systems requirements stating that top management is to define the company’s policy for social accountability and labour conditions including a commitment to continual improvement among other issues. The main vehicle for general policies in FLO standards is the premium work plan. In this plan, policies on non-discrimination of workers, disadvantaged social groups, training to improve the representation of workers and awareness of Fair Trade principles and the use of the premium for salary increases above basic wages are to be in place. 

Training

All initiatives except IFOAM have included training in order to implement the requirements of each standard. As mentioned in the safety and health at work category, SAI and FLO include training for workers on these issues. FLO and SAI include a broader requirement for training to support the implementation of the standards. For example, FLO requires training to improve representation and participation in decision-making processes. SAI requires training for new and temporary employees at all levels of the organisation towards the proper planning and implementation of the standard. See previous sections and section below for indicators.

Planning and Monitoring (Internal Auditing)

All systems require overall “management” plans and policies or plans related to specific issues covered in the standards such as occupational health and safety, with the exception of IFOAM. A monitoring system is generally required to evaluate, re-negotiate or update the plans. While not all initiatives explicitly state the need for such monitoring systems in their standards, all auditor indicator sets do.

In the case of FLO, the main vehicle for planning is the annual premium work plan for both collective organisations and plantations. While there are requirements for this and the collective bargaining agreement is discussed and negotiated between the management or the board and workers/farmers, there is no explicit monitoring system required. However, given that many of the process criteria require continual improvements, monitoring must take place with respect to the implementation of the work plan and the collective bargaining agreement. 

Given that SAI is based on a management system approach, a planning and monitoring system is required to implement the standards. This includes provision for periodic review and change as well as for allocation of responsibility for the meeting of the standards through the appointment of senior management and non-management representatives.  

IFOAM does not have any general requirements for an overall management system except in the case of certification of grower groups.  In this situation, a documented internal control system needs to demonstrate annual internal inspections of all operators, inscription of new operators only after inspections, compliance of operators to standards, appropriate action taken on non-compliance’s, adequate records that match the external inspection and improved understanding of the standards through its use. See Internal Control System Section of Auditing Procedures for more information.
Accountability

All of the initiatives address the issue of accountability in their standards though this is covered in various forms. Accountability can be addressed within the internal structures of the company or producer organisation or it can be addressed in terms of external relations. Accountability of the applicant or certified operator is addressed here.

FLO and SAI require processes to ensure accountability with the overall implementation of the standards. In the case of SAI structures are in place, including an appointed senior management representative to be responsible for the implementation of the standard. There are also provisions for communication and participation of workers within the company: a non-management representative is chosen from their own group to facilitate communication with management. In FLO’s criteria accountability is structured into a number of requirements. Collective organisations must have a democratic structure with a General Assembly acting as the highest decision-making body with all members having equal voting rights, and a flow of information between the Board and members. In terms of financial accountability, annual reports and accounts are to be presented and approved by the General Assembly and participation of members in the organisation’s administration is promoted. The work plan for both collective organisations and plantations is another vehicle for accountability as it must be approved by management and workers (and by FLO), as does the budget for the premium work plan. Similarly, the Collective Bargaining can be a very active tool for addressing accountability in labour conditions.

At the level of certification agencies, IFOAM’s accreditation criteria cover issues of accountability, responsibility, access to information and participation.  

One specific issue where most of the initiatives specifically address the issue of accountability is occupational health and safety.  In all cases clear channels of responsibility should be in place for the implementation of a health and safety plan/system. FLO criteria requires a worker representative to be nominated and informed about safety issues and in banana plantations criteria, a responsible person is in charge of agrochemical storage.  SAI requires the appointment of a senior management representative in charge of health and safety.

4.4.9 Economic Development  

Fair Trade Premium – FLO

The issue of the fair trade premium is partly addressed in the Minimum Wage/Return section above. Administration of the premium is checked for transparency and consistency. In the case of a plantation situation, the Joint Body of management and worker needs to have equal voting rights, clear election procedures, and reflect gender, cultural and other make-up of workforce. Decision on use by General Assembly or Joint Body is to be properly documented, and the money cannot be used for running costs of company – especially not minimum requirements.

Economic Strengthening of the Organisation

In the case of small farmers’ organisations, FLO has a requirement for economic strengthening.  This means that members should gradually take on more responsibility for the export process and that the organisation should strengthen its business operations over time (i.e. increase working capital, quality control, training/education, risk management systems).

Diversity

By FLO the importance of decreasing dependency is stressed explicitly. Beekman (former FLO inspector): ,,I always encouraged farmers to diversify their markets as much as possible. Never sell all your products to one buyer, even if it is a FLO licensee. The market remains fluctuating. If a big importer needs to decrease its stocks it might cancel all orders –them where is your sustainability?’’
4.4.10 Respect for Legislation/Principles

All initiatives state in their standards that local and national laws of the country where production is based must be complied with.  In the case where the standards and the laws cover the same issue, SAI and FLO state that the provision setting the higher standard is to be complied with. One specific example where all initiatives address this point is the setting of the minimum wage.  

SAI standards call for a commitment in the company policy to comply with national and other applicable law and to respect international instruments.  With respect to occupational health and safety issues,  FLO and SAI have developed direct standards as well as ensuring compliance with national legislation and other legal instruments. Another division addresses international trade issues where laws other than those in the country of production are to be applied. Only two of the initiatives address this issue. SAI states that in the case of retailers, their local and national laws would apply – linking activities through the supply chain.

In terms of compliance with ILO conventions, all initiatives base their social criteria on these. FLO and the SAI standards explicitly stipulate compliance with ILO conventions 87, 98, 138, 29, 100, 111 and 105. SAI further includes ILO recommendations 146 and 164.  FLO criteria require compliance with ILO Convention 110 and 155 while SAI also covers ILO conventions 135, 159 and 177. In terms of compliance with other international agreements, IFOAM, CAN and SAI cover compliance with the UN Charter of Rights for Children. SAI also covers the Universal Declaration of Human Rights. In the realm of conventions and agreements on pesticides, FLO prohibit the Dirty Dozen of the Pesticide Action Network and the FAO/UNEP Prior Informed Consent (Rotterdam Convention).  FLO also adds WHO class a + b chemicals.  It is not surprising that these two initiatives cover this issue given that they both allow the controlled and minimal use of agrochemicals; either through prohibition of synthetic chemicals completely or by not addressing agricultural issues explicitly, the other initiatives do not cover international conventions on pesticides.

4.5 System dynamics

All institutions involved in certification approach the concept in different ways. The basics are fixed: to give credible assurance to a form of production differentiated by the compliance to a set of standards. But the ideas about how best to achieve this and what that means in terms of organisational priorities vary. The information in this paragraph concludes chapter 4 and feeds into paragraph 5.2.

4.5.1 Chain of Custody

For IFOAM, each step in the handling of a product shall be inspected, at least annually. Any exceptions to this shall be based on a documented risk assessment. Any person that sells a product (write invoice) shall be registered and certified. Normally this applies until the product is in its final package and has its final label. The certification programme is not obliged to have a system for inspection of products that are further handled after being packed in the final consumer package, and/or after issuing of a transaction certificate. The certification programme is however obliged to take action where there is reason to believe that the standards have been or may be violated in such later stages (e.g. fumigation in import harbours). With respect to storage companies, depending on the kind of storage, the product, its packaging and the prevailing storage practices (i.e. fumigation) and the time for storage, inspections may or may not be required. A first inspection will be required to determine future need for inspections.  

The basis of the FLO FOG Policy is a partnership agreement between the FLO secretariat and the National Initiatives that clearly sets out a division of responsibilities. The FOG audit targets a number of functions in the flow of a given product: audit at origin of goods, audit of import, audit of manufacturing/processing, audit of use of the label on end products and audit of cross-border sales. This includes an administrative audit (desk review of quarterly reports), spot checks (on-site audit of contractual partner) and an external annual audit carried out by parties totally independent to contractual partners, FLO or FLO members. The central FLO register is responsible in terms of reporting requirements for the audit from the producer organisation to the exporter, importer, manufacturer/processor to the FLO member while the FLO member is responsible for reporting on the licensee.

SAI SA 8000 is not a product-based certification system, and FOG control is out of reach for the time being. Gearhart (SAI): ,,The costs of a tracing and tracking system are too high, and we need that to prevent big liabilities.’’ As mentioned, plans for separate tags with information about the producer are still being developed, but already there are requirements in the SA 8000 audit to examine the control of suppliers in a certified operation. This includes assessing where there is a formal evaluation system in place to determine the selection of suppliers based on their ability to adhere to SA 8000, documentation to verify this, records available from suppliers, verification from brokers, procedures for on-going evaluation of suppliers, evidence of supplier audits, etc.  As was previously mentioned, SA 8000 also has a two-tiered system of participation for retailers (as members) and suppliers (as certified).

It is clear that IFOAM has by far the most thorough chain management approach. But questions can be raised about its necessity and feasibility. Jeroen Douglas, a co-worker of Roozen at Solidaridad explained that in the process of making and selling jeans there were 9 steps. If all were audited the price of the end-product would double, and therefore nobody would be able to buy the product (Douglas, pers. comm.). On the other hand, FLO checks only the first and last segments of the chain, leaving processing stages in the middle open to bad practices (e.g. spills during chlorine bleaching). No malpractices have been reported as yet, but the ideal of credible consumer assurance is not reached. All systems will have to decide on an appropriate level of FOG auditing, balancing price and credibility.

4.5.2 Use of Labels and Marketing

All 3 initiatives have defined policies on the use of labels as it is a central part of the communication towards the consumer. Without labels there would be nothing to chose.  With respect to organic labels, consumer awareness and legislative requirements vary widely among countries.  IFOAM accredited certification bodies control their own labels. These bodies have signed a mutual recognition agreement to encourage the acceptance of each other’s certifications. Unfortunately this is not the case for certifiers not accredited by IFOAM (still the majority). IFOAM is still in the process of developing a single seal to be made available for clients of IFOAM accredited certifiers. In SAI, once certified, the producer (facility) is entitled to display the SA 8000 certification mark and use it as a selling point to customers and shareholders. There is no label to be placed on a given product as mentioned previously. SAI is still debating whether or not to use labels and how. Gearhart (SAI): ,,We don’t want to add to the proliferation of labels. The risk of consumer burn out is very real. Too much infighting is bad for the sector, so we want to focus on mutual recognition first and see how far we can get.’’

In the case of FLO, the FOG Policy outlines requirements for an audit of the use of labels.  Generally, retailers can apply to use a label through the National Initiative in the country of import/consumption, upon proving compliance with fair trade purchasing conditions.  These include payment of a minimum Fair Trade price (depending on the product – if market price is higher, then this is the price paid) and the development of long-term relationships between buyers and sellers. More about the difficulties of balancing retailer marketing, branding and label promotion in chapter 5.

4.5.3 Flexibility and process orientation

Earlier it was suggested that interest concertation was more flexible than hierarchical control, and that NGO’s –as specialists in that field were more flexible than the state. In this section we observe how this flexibility is put into practice in the certification and standard setting procedures of the three systems.

Flexibility  in certification

FLO and SAI are flexible in certification through a focus on continual improvement. IFOAM is stricter: either you’re in or you’re out. It is said that the annual inspection functions as a support mechanism for continuous improvement, but other say this needs to be incorporated more structurally. Only in Austria farmers are officially required to make yearly improvement plans and discuss them with the inspector. 

The SAI SA8000 process is very flexible in the lead up to certification.  Retailers or the facility itself can do first-party self-assessment, certification bodies can also do second-party pre-assessment audits to gain feedback on compliance or do a gap analysis. SAI provides support through SA8000 Supplier Training courses and Auditor Training courses. Applicants have up to two years to gain certification to ensure compliance. Once certification is granted flexibility is provided in the system of minor and major corrective action warnings. While major non-conformances are unacceptable, multiple minor non-conformances may be accepted with an emphasis on continual improvement. 

As SAI is based on ISO principles they have adopted a lot of the focus on continuous improvement. In the SAI guidance there is a strong emphasis on process based certification. For example, if a living wage cannot be paid in year1, the procedure requires firms to plan the process of reaching this wage level, starting from the minimum wage. 

FLO has a process of provisional inscription for a period of up to 2 years with an agreed work-plan.  This procedure is generally used by producer organisations to realise a series of activities that should lead to compliance with the minimum criteria.  For plantations, this is usually to establish a good functioning joint body or other form of worker representation.  After this period of time, definitive inscription is decided on with the options to accept the producer group, to extend the provisional period or to remove the group from the register. Beyond this initial stage, FLO’s flexibility can be seen in its division of criteria into minimum criteria required for inscription and process criteria that should be continually improved upon. The issue of process based criteria is closely linked to the focus on civil society. Roozen (Solidaridad): ,,A local partner is essential for monitoring the developments as they occur. Civil society is the only party that can assure year round compliance and note what happens when the inspector leaves.’’ Process based criteria are important for FLO because social change takes time. As with the conversion period towards organic, there is a minimum conversion period towards free and fair social conditions. But in the case of social change, support and coaching is even more important. However, there is much to learn about certifying process criteria: according to Roozen there has never been a de-certification on the basis of process criteria. 

Flexibly in standard setting

In standard setting, IFOAM’s flexibility is ensured by general international general standards that are fleshed out by each certification body operating in a specific region. The aim is to improve the international basic standards in such a way that they can be smoothly translated into any region in the world. There is a clause admitting regional exceptions as a temporary mechanism, but the standards should be adapted as soon as possible so as to make such exceptions unnecessary. This means more responsibility is transferred to the national bodies, so a new committee will be set up: the Standards Management Committee, to oversee the translation process, guard criteria for variations and ensure that mutual compatibility is not put at risk. The EU has a problem with this, because they prefer paneuropean rules: organic animals have to be outside, whether in Finland or in Italy. Rundgren (IFOAM) sees the trend towards ever increasing level of detail as a threat to the development of organics, and calls it ,,too much prescription too little goal orientation’’. He admits IFOAM is guilty of that too, just like the EU. ,,There seems to be a law driving people to always increase detail. It is extremely difficult to get something OUT of the standards . Everybody protests and complains. Too much regulation is hardly opposed, but it means a loss of dynamics to the whole movement. This is bad for agriculture, because agriculture is based on making compromises between ideals and reality.’’ 


For the minimum rules this remains a problem, but higher standards can always be developed. In some cases this works better than in others. Very few certification bodies develop crop-specific standards, therefore, the role of the inspector is critical. Here, the vagueness of basic standards leaves the effectivity of addressing the needs of producers and consumers in the hands of the individual inspector. Areas in which certifying bodies are developing extra standards are: Biodynamics, regionality, nature conservation, landscape, and social justice. In the end it is believed that market forces will enhance diversity within the organic sector.

In the development of SAI the option was discussed to use a two –tiered system, dividing minimum and ,,advanced’’ criteria, but this was discarded by the Board. Still, minimum standards are important for SAI, this is where they differ from ISO. SAI standards refer to national law or minimum criteria, whichever is higher. An interesting case is where government law contradicts SAI standards, for example with unions in China. Independent unions are forbidden, so SAI had to look for ,,parallel means of free association’’, e.g. special committees for collective bargaining or worker rights. This was relatively successful, especially in southern regions where the state/Communist party dominated All China Free Trade Union (ACFTU) was poorly represented. Recently a law was passed allowing for collective bargaining, and workers at Reebok, a large shoe company, have succeeded in forming a special union, outside of the ACFTU. Problems with the ACFTU are a/o that the government promotes foreign investments, so the union would end up with a conflict of interest if it would be critical towards foreign firms. Setting up parallel structures under a different name offers opportunities to implement social standards without jeopardising the relation with the government. More research would have to be done to assess the risks of window-dressing –e.g. check if sufficient countervailing power is reached.

4.5.4 Independence versus commitment

An important difference is the focus on independence versus the vision of a long-term relationship. Tepper (SAI):,,FLO is lacking behind in assuring independence. I realise this is often very hard, you see something is wrong and you know how to fix it but you are not allowed to tell. Very frustrating, but we have no choice.’’  Rundgren (IFOAM) disagrees: ,,This focus on independence is a mistake. We should stop fooling ourselves by saying independent control is more reliable I see the lack of involvement in the organic movement as a negative development, not a positive one. Certification bodies who are in it purely for the money do a bad job because they minimise costs and don’t maximise quality. The same goes for Accreditation purely based on procedures: even if all the procedures are perfect, that does not mean they do a good job.’’ Also in the field the emphasis on regulation works counterproductive and decreases motivation: ,,Inspectors become more like the police and nobody likes the police!’’ He explains that in Sweden, before entry into the EU KRAV, a local certification body, was starting to experiment with increased flexibility of inspection. ,,Why treat farmers who have been organic for 30 years the same as those who have just started? Why do they need to be inspected every year? But as soon as Sweden joined the EU we had to stop. Now it is all homogenised.’’ Still, the KRAV system includes representation of stakeholders such as environmental and farmers groups in the process of standards setting, determining fees and procedures and dealing with complaints. A similar critique is given to the FSC (Forest Stewardship Council) –Rundgren: ,,They have certified half of Sweden, but have hardly any contact with the environmental movement.’’ In the US the obsession with independence is extreme. Organic certification bodies are forbidden by law to have representatives of producers in their Board.


Also in the Fair Trade  movement the emphasis is more and more on independence and professionalisation, but according to Bolscher (Max Havelaar) this should not lead to a systems based on commercial certification bodies certifying for any norm which they can get accreditation for. Especially using general auditors to take up social auditing besides financial and technical auditing (as SAI does) is asking for conflicts of interest, because they should now judge their former employers and partners. So ideally increased procedural professionality would not imply decreased commitment. But how to keep inspectors committed without enforcing this through procedures? The auditing code of conduct developed by IFOAM could address this issue.

In the debate on organic smallholder certification there is a counter movement visible. In stead of focusing on more protocols, there is talk of increasing flexibility. Rundgren (IFOAM): ,,The smallholder situation should not be seen as an exception but as an example for the rest. Farmer groups making use of social control and combining that with external inspection. Why don’t we do that in Europe?’’ Van Elzakker (IOAS) suggests more use of risk assessment to enable flexibility: farmers who have shown to be committed would require less strict audits than notorious sceptics.

4.5.5 Cost internalisation

Rundgren(IFOAM): ,,I believe that if environmental costs were paid for by the producer, then organic products would be even cheaper than conventional ones. This would raise interesting questions about the cost of certification: who will want to pay for control if there is no reward in the form of a premium price?’’ All agree that a radical shift in fiscal policies is the most effective way of full cost internalisation. But meantime, back in reality, NGO’s take the responsibility. And the questions are quite complex. 

Roozen (Solidaridad) states that the effect of the certification can be judged by the difference in price. This raises debate on the nature of cost build-up in the supply chain and the question where costs of externalities and certification should be absorbed. Should consumers pay? Retailers? Producers? In the discussion two factors came up: the type of market and the type of supply chain. Scale of production is important, as noted by Gearhart(SAI): ,,Our clients are often so big and produce such a large volume that the costs of enacting labour standards can be spread out, so the cost per product is relatively low.’’ Minimising disadvantages for small producers –as aimed for by both FLO and IFOAM, requires special care in setting standards and procedures. This problem is not discussed further. 


Secondly, the relationships in the chain play a role: ,,For companies that have tighter relationships with their suppliers it is more feasible to implement the standards throughout the chain.’’ This coincides with Best’s theory (section 2.2) on production networks and increased sector co-operation. Finally, different markets have different margins to offer: Gearhart ,,Because we often aim at trend-setters that are active in the high end of the market, the margin at the end of the chain is higher, so they can afford it [=social investments, GS.]. In general, the textile industry has a lot to spare, if you consider they can offer sales at 50% reduction in the end of the season.’’.’’ So the height of the margin could be an indication of where to locate cost internalisation. Convincing these profit makers to take such high responsibility will require a difficult shift in market developments. As we saw in chapter 2, they are often the big multinationals who pulled out of production, exactly for the reason of evading risk and responsibility...

4.5.6 Conclusion

In the operationalisation of the certification schemes, similarities and differences are finely balanced. In terms of the level of social standards, IFOAM is lagging behind. Their social criteria are very vague and lack a strong applicable context. In terms of certification procedures there are no fundamental differences, but the detailed implementation differs widely. On the issue of chain management for example, SAI has almost none, FLO has some, and IFOAM goes all the way. Not to say one is better than the other, but in order to reach mutual compatibility a lot of negotiation needs to be done. 

Another area where large differences are to be overcome is in the approach to labelling. It is unclear what introducing a consumer label would mean for the SAI system, but it may well restructure their total system. Tracing and tracking implies advanced FOG audits, raising costs, etc. etc. 

An area where the three are moving towards eachother is in the level of detailed regulation and the use of protocols. All the hesitations aside, this may enhance the opportunities for co-operation. The more there is on paper, the more focussed the debate about compatibility can be.

It can be seen that the views of the interviewed experts can have more overlap than the actual practices in the field. Rundgren’s (IFOAM) ideas about too much independence and not enough commitment resonate with FLO’s explicit preference for a development oriented relationship with producers. Here IFOAM’s support for community organising in the form of setting up Internal Control Systems, Certification Bodies and bioregional standards could form a bridge between the two different systems. Gearhart (SAI) also mentioned she would like to see SA8000 certification as a tool for employees to enhance their organising skills and bargaining power. 

The extent to which this mutual understanding between association leaders can be translated into collaboration at the organisational level, and the details of the required concertation process are discussed in the next chapter. 

5 Interest concertation and co-operative legality

In the preceding chapters the three standardisation systems were described and analysed. It was said they could be seen as interest associations, using the certification system to serve the interests of their members. When different associations start co-operation it was said that clear processes of interest concertation could be identified. For certification systems this implies negotiation on scope, mutual recognition of aims, criteria, certification-, accreditation-, and audit procedures. Two of the frameworks introduced in chapter 2 (interest concertation and co-operative legality) will form the basis for the analysis of the collaboration process, discussed in 5.5. But first an overview is given of what is at stake: major lines of cleavage (5.1), the benefits and risks of collaboration internally (5.2) and externally (5.3). In section 5.4 an overview is given of possible forms the collaboration might take.

5.1 Philosophical differences

Asked for major lines of cleavage, Tepper (SAI) came up with what seems a fairly minor issue. On the one hand this can be seen as a good sign: differences are not preventive if they need to be sought hard after. On the other hand this might point to a lack of thought given to the actual problems collaboration might pose. It is hoped this awareness will grow through the joint project. The issue raised by Tepper was FLO’s aim of wanting to focus strictly on the poor: ,,Fair Trade focuses on disadvantaged farmers, but isn’t the whole idea to make them less disadvantaged? This seems to work counterproductive; you give a disincentive to improve because they will loose their certifiable status. An analogy with the poverty fall
 in welfare systems comes to mind.’’ However, from FLO’s viewpoint farmers who progress from an annual income of US $500 to US $800 still remain relatively disadvantaged. Problem solved. But the other way round, things get more complex: FLO’s objections to SAI are more fundamental.

Make some go all the way or most shift a little?

Zonneveld saw as a major line of cleavage the difference in fundamental philosophy between SAI on the one hand and FLO and IFOAM on the other. ,,SAI is minimalistic, while we are maximalistic. Our aim is not to help everybody shift a little bit, but to help a few pioneers to go all the way. That is how we see ethical labelling. Inspecting the minimum is the role of the state.’’ Taking a long-term view, Zonneveld believes that in 10 years time, law will implement the SAI criteria. SAI is seen as no more than the implementers of ILO standards and the reason these are not yet taken up in national law is considered a question of slow bureaucracy. This implies that in the case of joint inspection, the majority of the SAI certified firms would fail FLO standards. It also implies that the fear of watering down of standards as a result of co-operation is highest within FLO. Gearhart (SAI) agrees partly with Zonneveld’s view: ,,Yes, you could say we focus on reform and FLO aims for revolution. But I prefer compliance and reform. We aim for compliance with existing structures, while FLO aims for reform of global trade relations.’’ She does believe SAI is more flexible in admitting firms: ,,If a company has behaved bad in the past we would be more willing to forgive them as long as they commit themselves to our standards.’’ FLO is seen to be more critical. ,,I suppose FLO is opposed to supporting big companies because it confuses the consumer. But our view is that labour rights cannot wait.’’ These apparent differences in attitude require a lot of communication and shared experience to be overcome,  how this is achieved in the collaboration project is discussed further on.

5.2 Internal affairs

Benefits and risks of co-operation can be classified as internal and external., meaning within the organisations/systems themselves, and between them and the environment. Internal problems mentioned as triggers for the project were the overburdened bureaucracies and high costs involved in double certification and mutual recognition of diverging systems. Organisational/technical benefits of co-operation fall in two main categories: money and expertise. Increased co-operation could mean increased budgets for PR and marketing as economies of scale can be put to work. However, of the interviewed experts only Tepper (SAI) mentioned this as a reason for joining the project. The issue of expertise was seen as important, especially by Elzakker (IFOAM): certifying bodies are encouraged to provide their inspectors with SAI training, in order to facilitate joint inspection. FLO could learn from IFOAM’s expertise in environmental monitoring, and SAI can learn about adapting standards for smallholder situations. Tepper: ,,We can help eachother improve quality by benchmarking and sharing expertise. SAI has technical quality and consistency to offer. FLO is very good in marketing and consumer recognition.’’ Gearhart (SAI): ,, FLO is development oriented and has more of a partnership relation with producers -FLO is more hands on. SAI is beginning to see the need for more training as well.’’ As we saw in chapters 3 and 4, the working procedures and approaches vary significantly, including importance attached to independence, flexibility and separate accreditation. Topics in the internal debate should at least include:

· Mutual recognition of similar criteria

· Efficiency improvement and shared learning through joint inspections

· Continuous improvement: how to stimulate, motivate, and inspire, while policing at the same time? 

· FOG: finding a balance between price and credibility

· The complementarity of the independence and the commitment doctrine: where lies the balance?

· The scale factor: in what way are standards scale specific and how can audits take this into account?

· Marketing: the relation between ethical labels and producer brands

· The dynamics of cost internalisation throughout the chain: assess different strategies

5.3 External affairs

External processes are less easy to influence, but can make or break the success of the initiatives. Depending on how this success is measured different priorities can be recognised. If success is measured by market share, then upcoming competition from self-certification systems, such as Unilever’s Sustainability programme, or the Supermarket’s Eurep GAP can be dangerous. The not-so loyal consumer will be easily persuaded to buy a product from an integrated farm with relatively low social standards, but with a certain form of sustainability seal nonetheless.

If success is measured by the impact on general production situations, however, this competition is exactly what to aim for: the best result is to be made unnecessary. Hard for the pioneers who have seen their system hi-jacked by the masses at its peak, but good for the poor and the environment. To achieve an effective response from the conventional sector a certain threshold needs to be attained. For example, Dutch coffee market leader Douwe Egberts has said they will only start thinking about changing their ways if they loose more than 4% market share. This happened in the case of bananas where Chiquita was afraid to loose more than 10% market share to Fair Trade and started experimenting with codes of conduct. Now, for the first time in history, negotiations are under way with international unions and environmental organisations, even if it meant that costs would rise with $0.15 a box.

The fate of ethical initiatives is that almost always the reaction by the rest is too little, too late. In the Chiquita case, the firm complains about paying $5.50 a box, whereas the real cost of production according to the Fair Trade movement is at least $7.25. Roozen (Solidaridad),,This is an important tool in determining whether systematic change has occurred: calculation of the real cost of sustainable production. In the clothing sector, some programs claim they have certified social working conditions, but they sell the product at e.g. $0.90 per piece whereas we calculated the costs are $3.00. Then you know hey are not going far enough.’’ Fair Wear is an example of an initiative which has lost its credibility in that way: they certify the cheapest clothes shops in Holland (Zeeman and C&A) but do not reach the price level at which they can afford to pay a liveable wage in liveable conditions.

In assessing the pro’s and con’s of co-operation each of the potential partners have to make estimation whether benefit from the good times (increased influence on public debate, consumer familiarity and association with a broader scope of sustainability certification) can offset the trouble caused by the bad times. One of the bad times is discussed in section 5.5 on mutual disruption. Basically the idea is that if one of the partners gets caught in a public scandal/crisis, it drags its associates down along with it. The good times-scenarios are discussed in the next three sections.

Increasing the cake or dividing it?

Tepper (SAI) stressed she would like to learn more about EU markets from FLO. Gearhart added that the exchange of public issues could be reciprocal: ,,In the US students did put sweatshops on the agenda, but food is hardly an issue. Americans are called the Wonderbread society. On the other hand, we do have the issue of migrant workers on the agenda, which is neglected in the EU. Perhaps we could play a larger role there. The focus is still very much on unionising and state protection.’’ 

Influencing the political agenda means turning private troubles into public issues. This process is characterised by an intricate orchestration in which media and pressure groups play an important role. As important candidates for the next change of chairs, ethical standardisation organisations need to make themselves heard, and as soon as the agenda is listening, slide in their standards to secure their future position. In this way, standards can function as a lifeline for untrendy public issues (see chapter 6). 

A sustainability perspective

Socially produced products, traded in an unequal way cannot stand the test of decency, nor can environmentally produced products without social justice, nor equally traded products that are bad for the environment. This is a very strong argument for co-operation, be it still quite abstract and underrepresented in the categoric goods discourse, because although sustainability is a public good it is not protected as such by any institution with access to hierarchical control methods. 

In figure 3. the triple bottom line (e.g. covering ecology, social aspects and economy) is visualised by three circles representing the three organisations covering the three separate domains of ecology, social accountability and trade relations: IFOAM, SAI and FLO. As they are now increasingly widening their action radius, overlap is increasing to cover the full sustainability spectrum. In the next section on forms of novel institutions this will be discussed further. In the interviews only SAI mentioned this as a major potential benefit of collaboration. Beekman (Novotrade) also saw this as the most important factor driving the parties together. When confronted with their lack of attention on socio-economic issues, IFOAM said they are a predominantly environmental agency and feel less secure in a debate on social issues. Rundgren (IFOAM): ,,Even to agree on a common definition of  terms such as fair, equal and reasonable is going to be very difficult. It is much more political. It took FLO 20 years to develop standards for coffee and bananas, and we would have to do it for all crops in all regions. That will take a very long time.’’ This is poor reasoning in two ways. First, one would hope that the rate at which innovations are designed and implemented speeds up over the years, so 20 years in the 1980’s might mean 2 years in the new millennium. Secondly, the complexity of the subject matter is not the major schism between ecological and social systems, rather it is the difference in methodology (soft systems versus hard systems thinking). For such epistemological debates see Roling (1997).

A chain perspective

When seen from a chain perspective (figure 4.), it can be said that each system focuses on a different part of the production chain. SAI focuses on the production side, even linking up suppliers with producers –but certifying only production facilities, FLO focuses on the consumer side, with National members organisation involved mainly with imports and marketing, and IFOAM covers the whole chain, form producer, along processors and traders to consumer. This gives a second framework in which to place the mutual gains to be expected from collaboration: FLO and SAI can link up with the chain. Tepper (SAI): ,,At a strategic level, we can benefit from eachothers networks. SAI has good contact in the retail sector, which can be very useful in marketing.’’ –see the FLO relation with supermarkets in UK and Switzerland in chapter 3.


figure4

Another aspect is covering the variety in types of producers. SAI focuses on large companies, FLO on small ones. Gearhart (SAI): ,,Where we do have a problem is with small-scale suppliers, micro-enterprises and especially home production.’’ She suggested combining the FLO and the SAI system where FLO would focus on the small-scale suppliers, and SAI take on the large factories.

Where SAI expects to gain from FLO’s marketing experience, the Fair Trade movement is reviewing the relation between the certification body and the entrepreneurs. FLO’s direct focus on the consumer is forming a problem, because they loose the potential of the market to sort out its own affairs, and distract energy towards areas outside of their core business. Namely standard setting, certification and general awareness raising. FLO has opted for a strategy in which they compete directly with their own partners. 

Roozen (Solidaridad) is very critical about this: ,,No trading firm will agree to the high level of influence demanded by FLO marketing rules, because a major characteristic of businesses is to minimise dependence on external factors. In practice, partners are already breaking up: Carrefour, a French retailer has developed their own private label, even COOP, the retailer who made Max Havelaar big in Switzerland, is thinking of shifting to SAI because of fears for its own identity. Douwe Egberts will never agree to use the FLO label if it competes with their own brand.’’ In this area FLO might learn from the IFOAM approach to use the label as a supporting product quality, besides the branding of the trader, and support firms to develop their own product formulas, including the FLO label as an Extra. The role of the label should be to enable consumers to trace the product all the way down the chain and assure that standards were met. Further, initiatives can be active in general awareness raising among consumers that Fair Trade products are good, explaining the social impact and other benefits.

,,Perhaps this is a problem of mentality,,, Roozen explains. ,,Our generation did not like dealing with business. Business was bad. That is why we failed to learn about the deeper causes and logic behind business behaviour.’’ In the words of Best: the market is a good slave, but a bad master. In chapter 3 we saw this counts for the state as well, and in this case NGO’s appear to suffer the same fate: no one system can rule the world alone. Then, what does a governance system run by slaves look like? Food for thought in chapter 6.

5.4 Form

Co-operation can take different forms with differing practical consequences. Options include:

· the development of common minimum baseline standards on Basic Needs;

· joint inspector training;

· joint inspection and/or sharing a pool of inspectors;

· mutual recognition of social –and maybe even environmental audits;

· benchmarking and continuing shared learning in the fields of standards development, design of audit procedures, certification and accreditation procedures.

Tepper (SAI):,,The ideal situation, or brass ring, however unattainable, would be to get a joint marketing message, maybe even a label with all three logos combined.’’ This would exist next to the pure single-goal certified labels.

Pilots

The way the Collaboration project is organised, the focus is on pilot projects. This seems a practical way to start. As soon as there are projects that aim for multiple goal certification, the need to work together and decrease efficiencies is very clear. From field experience the possibilities of mutual recognition can best be established. Tepper (SAI): ,,Pesticides control would be a good example: we all look for the same indicators so why not share the information?’’

Alternative

The alternative for institutional co-operation would be integration on a higher, more abstract level, where all initiatives would specialise and divide the three policy domains of ecological, social and economical sustainability rather than sharing it. These situations are visualised in figure 5.: in the first scenario they co-operate loosely in areas where their activities overlap, in the second scenario they have more in common and may want to create shared institutions/activities, and in the last scenario they do not overlap at all, but co-ordination is done by a fourth party. This could be a foundation managing a general sustainability seal, of which the three aspects are covered by three different expert organisations.



Of course the analogy can be elaborated further with the circles and the overlap varying in size. FLO would be smaller than IFOAM, and SAI would have relatively little overlap. Other systems such as CAN and FSC could also be added.

About the question of a ,,federal’’ Sustainability Seal, Zonneveld (FLO) was patient. Whereas federations are springing up because politicians prefer dealing with the sector all at once, this is happening especially within the different spheres (ecological, economic and social). There is no sign yet that state based institutions are pushing for further integration and harmonisation between standardisation systems from the different spheres. With the Global Compact the UN shows it has realised the potential of certification, but the standards are considered too low and the system is still very weak, with no corrective action measures in place. It is generally realised that the WTO is a crucial missing partner. Zonneveld: ,,The WTO would have to agree on a set of universal trade rules that enhance development, not hamper it.’’ FLO is happy with the position the EU is taking on harmonisation of ethical codes and standards (see also chapter 3), but estimates it will take years before concrete rules are agreed on and incorporated in national law.

5.5 Process

In this section the information form the former sections is analysed and an attempt is made to classify the negotiations in terms of the two theoretical frameworks introduced earlier. First a general impression is given of the observed processes, then two examples are discussed in more detail: the problem of leadership and their mandate in negotiation, and the problem of mutual disruption. Finally a short observation is made on the potential of conflict resolution.

Interest concertation

Streeck and Schmitter’s illustrate their model of associative negotiations with the following properties: 

Lines of cleavage
-
members vs. leaders vs. interlocutors

· included vs. excluded

· well organised vs. less organised

· established vs. rival associations

· majority  vs. minority segments

· (inter)national vs. regional vs. local interests

Medium of exchange
-
mutual recognition of status and entitlements, compliance of members

Product of exchange
-
pacts

In the analysis of lines of cleavage, the emphasis was on philosophical differences and perceptions rather than any of the issues mentioned in the model. This can be attributed to the shortcomings of the model in focussing too much on the systems level of the association, and not enough on the underlying processes of human interaction and sense making. In the case of IFOAM however, the issues of level of organisation, majority votes, and members versus leaders can be recognised, and this is discussed in detail further on. State interlocutors do not seem to be heavily involved in internal decision making, and the factor of established versus rival associations was not explored, but appeared briefly in the discussion on price as an indication for credibility (section 5.3) where other systems were discredited because of their low prices. These rival associations do not seem to aim at actively interfering in the ,,ethical market’’, so not much attention is given to their role. However, together they do contribute to the wildgrowth of labels. It can be said that their influence is being mitigated indirectly through the joint FLO-EU efforts to reduce the number of labels –as mentioned in chapter 3. This is an interesting area of research, but out of the reach of this report.

Mutual recognition of status and entitlements, followed by compliance of members, would mean integration of standards. Whether this can be reached is still very uncertain, but the awareness of mutual dependency is growing, as illustrated by the motivation for the collaboration project. It should be noted that in the project there are four levels of participation: (i)board members meet in a steering committee, (ii)a broader range of stakeholders is consulted in an Email discussion group, (iii)inspectors meet during the joint inspections, (iv)as do local partners (NGO’s farmers’ organisations etc.). The secretariat at Novotrade provides the supporting materials and reports. As mentioned earlier the process is based on shared learning, but the learning process itself is not subject of this thesis, nor are issues of informality and secrecy of the negotiations covered –although they play an important role in Streeck and Schmitters model. Research focussing on such internal affairs could link up with the debate about transparency and democracy of civil society.

When asked about the co-operation with FLO, Rundgren (IFOAM) was afraid too much overlap might be dangerous for FLO’s survival. Apparently he saw an imbalance in resource base between IFOAM and FLO. This is another crucial element in Streeck and Schmitter’s model: all parties should have similar strength, scale, and influence. In some cases SAI mentioned they felt like the new kid on the block, e.g. a smaller partner than the others. Within FLO also there seemed to be an awareness that especially IFOAM was much larger. The reason this does not pose a barrier for joint action could be that SAI and FLO’s expertise in the subject matter is strong enough to provide sufficient self confidence.

The last sections of this chapter cover the position of association leadership and mutual disruption.

Co-operative legality

Hoekema and van Manen identify three structures to achieve mutual adjustment of action, with two modes of interaction. (see chapter 2) The structures are interest oriented-, problem widening- and problem re-defining networks. The matching modes of interaction lie on an continuum ranging from strategic negotiation to communicative consultation. In strategic negotiation interests remain fixed as do criteria for winning and loosing, whereas in consultation the process is characterised by joint development of a common goal. In analysing the type of interactions between SAI, FLO and IFOAM it was not possible to categorise fixed network patterns with actors and network cultures. However, the distinction between interest orientation, problem-widening and –redefining was used to describe the approach taken by different organisations. Varying modes of interaction can be identified –sometimes one form flowing into another. Some examples are discussed below.

When asked about the lines of cleavage, and making an analogy with political infighting, Gearhart(SAI) said something which can be classified as a typical problem-widening approach: ,,In terms of philosophy, I see the different systems as faction of one big political party –call it the Accountability Party. We need to distinguish ourselves form those that do not care about accountability, rather than stress internal differences.’’ Differences are toned down by moving the discussion to a higher abstraction level. An analogy with systems design methodology can be made where the rule is first to look at a systems level higher, define the context, then focus on the details at a lower systems level, translate this to the middle systems level and finally double check again with the context.

An example of strategic negotiation making use of communicative consultation can be seen in the case of FLO arguing that IFOAM should broaden its scope. If one organisation realises the other needs to be convinced to change autonomously in order for its interests to be satisfied, tough negotiations don’t make sense. FLO is approaching IFOAM with arguments about holism and sustainability, but the bottom line is that they fear for large scale competition in the market from organic plantations with weak worker rights. Strategic negotiation also occurs between SAI and FLO when they speak of dividing the cake –e.g. one takes the large producers, the other the small ones. 

Pure consultation occurs in the case of the few certifying bodies within IFOAM who co-operate closely with FLO in the field. When confronting the common reality that double certification is impractical and against their feelings of what is right, they set out to develop a shared path toward a common goal.

Internal diversity and external consensus

Leaders from the three movements can negotiate only on the basis of a mandate given by their organisation. In the case of IFOAM, such a mandate is lacking. There is a large variety among members and certifiers and the way they approach social auditing. Some certifiers (e.g. the Swiss IMO, the Soilassociation, IBD from Brazil and Certimex) are developing social standards themselves, but most stick strictly to the minimum standards as set by the EU, USA or Japan. Most groups have a technical background and do not associate organics with social affairs. In the next proposal for Basic Standards (to be voted on in May 2002), the area of social justice is cautiously expanded on. This will create opposition especially from the USA, where there is very little support for broad interpretation of the organic concept. IFOAM already feels the USA is underrepresented so their opposition counts strongly. The most active in pursuing the social agenda are certifiers in the South, but they do not have a very successful lobby as yet. Therefore it is unlikely that Fair Trade standards will be included in the basic standards. Even if the World Board is convinced, they lack the authority to implement. In fact, the World Board sees no strong leading role in pushing its members in the process of standards development. IFOAM aims to be a flat organisation. Rundgren: ,,It is very nice if certification bodies call for social standards, but nobody has implemented them themselves. Only IBD Brazil has preliminary social standards.’’ It is expected that if the certification body’s start the innovation from below it will grow through the whole organisation. In interest concertation terms this can be described as a cleavage line between well organised and less well organised members. 

IFOAM’s diversity is its weakness and strength at the same time. Members range from pure trade-oriented businesses to NGO’s with an anti-globalisation approach. That is both the strength and the weakness of the organisation. In political debates on free trade or subsidies it is difficult to come up with a representative opinion, e.g. what to do if the Europeans want subsidies, but the South cannot afford them and the US is ideologically opposed to them? Or what to tell the WTO if the traders want free trade, the NGO’s want regulation and the farmers cannot afford either?

On the positive side: people that would otherwise never meet can easily share their views through the IFOAM infrastructure. This enables IFOAM to be aware of all the issues at stake and realise where the opportunities for consensus are largest. The IFOAM Basic Standards enjoy very broad support and the organisation has good potential for the development of combinations of business with ideology. Off course internal struggles can be expected. Rundgren:,,When I speak with farmers in France I have to be careful with the words ,,private sector’’, because it triggers a lot of anti capitalistic responses.’’ He sees it as challenge to remain representative for all forms of organic agriculture, large, small, commercial and non-commercial, but if commitments to outside organisations need to be made, the members will have to vote, and there will be winners and losers.

Mutual support or mutual disruption?

FLO can gain a lot from co-operation with IFOAM. If organic demand will grow at current rates, FLO could hitch a ride by being associated closely with this success. But far greater may be the danger if they do not co-operate. A very clear example of the capacity IFOAM has to disrupt FLO is the case of small organic Fair Trade projects vs. large plantations. Roozen: ,,IFOAM needs to include social justice standards as fast as possible. If they would allow large plantations to be certified without strict social standards, these firms will outcompete those who have already invested in internalising social costs, and thereby doing great harm to all that the Fair Trade movement has achieved.’’ 

Another example is in the field of credibility: A Hong Kong based NGO has reported grave mismanage-ment in SA 8000 certified companies. In one case a firm had a double bookkeeping: one for the inspectors and one for real. This meant they could jump the liveable wage criteria. Another problem is unionising: SA8000 standards demand freedom of organising, but in China, independent unions are al but forbidden. One inspection report is said to have dismissed this criterion as unrealistic. This would imply that the entire system of Corrective Actions is not taken seriously and thereby all credibility is lost. This would reduce the SAI system to a form of window-dressing without any real life improvements. In the field of co-operation bad reputation is contagious, so in this way SAI has a strong capacity to harm IFOAM and FLO. 

The use of conflict

Zonneveld (FLO) did not find use in the theory of conflict as a basis for consensus building and developing shared principles and procedures because ,,The theory implies external pressure, but we can still afford not to work together.’’ In his view the project group is too small, and not yet representative of the whole sector, so the risk of free riders is too large –e.g. other organisations benefiting from the collaboration without investing in its establishment. 

Still, according to both SAI and Max Havelaar, internal conflict has led to increased understanding. Tepper (SAI): ,,Much is already achieved in reducing misunderstanding and increasing trust. If there is a disagreement we much easier pick up the phone and give the other a call.’’ Bolscher (Max Havelaar) explains the relation improved after a confrontation in the banana sector.

With regards to the role of conflict as a way to improve quality, SAI is in a difficult position. They aim to be open to criticism, but do not succeed to channel the conflict through their appeal procedure. Especially the NGO in Hong Kong mentioned before has published their criticism in the media. Tepper (SAI): ,,They are a special case. They don’t like anybody that infringes on the sovereignty of the state. They fear private initiatives in general are harmful to the government rather than supportive.’’ As said before, SAI may experience the consequences of putting themselves on the same level as the state. While they can benefit from the powerful legitimacy associated with the public sphere, this is not always accepted. Ironically, the defence used by the criticasters, aims at the principle of solidarity.

About their way of working, Tepper says: ,,Their research is often very good, and they function well as an exposé. Often the allegations they have are true. Unfortunately they often go immediately to the press in stead of filing a complaint like everybody else.’’ As the relation with the sphere of the Community runs mostly through the media, bad press is generally the worst that can happen for an association. But in the case of SAI it is less problematic because they have not yet developed a consumer base and are therefore less vulnerable than FLO or IFOAM. What they do have to protect is the credibility among potential clients and existing stakeholders and partners. So it is not surprising that SAI reacted to the Hong Kong affair by tightening its accreditation scheme: one certification body was decertified, and 10 new ,,advisories’’ have been issued, strongly suggesting certification bodies to be more alert. 

Conclusion

In conclusion to the last section we can say that conflict resolution is being used to enhance quality, both through internal and external pressure, though it is not recognised as an official management strategy. In a similar way interest concertation and the different types of negotiation belonging to co-operative legality are being used  without being classified as such. Through identifying similarities and differences the shared learning project (and, hopefully, this report too) functions as an indicator of priority areas directing the focus of these processes. It is hoped that an increased awareness and recognition of the processes taking place facilitate contribute to their effective implementation. 

The same goes for the process of allocation of the four ordering principles competition, control, concertation and solidarity. Each transaction demands a different approach with (a mix of) different principles. NGO’s are already putting this theory into practice, but doing this consciously can lead to a more optimal allocation. First of all this can increase their own effectivity, but secondly they can play the pioneer role they are used to by promoting this dynamic approach to governance in general. Ethical labelling initiatives are an extra good starting point because they have close connections with the other three actor fields and can therefore learn from the experiences in all fields while disseminating their acquired knowledge in return. In this way increase service to the public good by working towards the joint categoric good of strengthening ethical standardisation.

Another role ethical labelling initiatives can fulfil is to deal with one of the most pressing problems in global governance: the incorporation of moral values in international markets, or more eloquently put: filling the moral vacuum left by neoliberalist globalisation (see chapter 1). The wider implications of developments in ethical standardisation for global society are reviewed in chapter 6.

6 Discussion

In this section two things will be discussed: the relevance and usefulness of the theories and methodologies, and my personal learning experience. What theory is concerned, I had hoped for a theory describing ethical certification systems, but as that was unavailable, a compromise had to be made between relevance and availability. Also, the need for clear limitation of the research meant I had to sacrifice a more thorough analysis of internal organisational dynamics, which left me with big gaps in my understanding of the processes of interest concertation, negotiation and organisational change. 

Values

The theories on social order and co-operation between different types of institutions resonated very well with the dynamic world of public-private partnerships and the uneasy position of public goods, morality and ,,value management’’. This neologism refers to the paradox of imposing values such as liberty. You cannot order someone to be free –the very action of imposing something would take away the acquired freedom. With the domination of the neoliberalisation discourse the position of values has become increasingly important -freedom creates responsibility-, but ambiguous at the same time -social control is almost considered an anachronism in the kingdom of individualism. Practically all commentators on labour, environmental and human rights in the global economy have stressed a yearning for the return of the state. At a global level there is no state –at least not one with sufficient legitimacy and competence to enforce hierarchical control (see the voluntary nature of the Global Compact in Annex III). At the national level states seem to be listening, but are not confident that they can live up to the expectations. The Dutch secretary of commerce, impressed by the citizen resistance expressed through the so-called anti-globalisation movement, suggested to include ethical conditions in export credits policy, but he did not feel strong enough to pressure corporations into compulsory reporting on their ethical behaviour. Securing public backing and content overweight through calling on the members of ethical labelling associations could perhaps have given him the legitimacy needed. It is only slowly that the mutual benefits of such new coalitions and the shift of states towards facilitation, quality control and arbitration are being realised. This can be seen from the opposition by states clinging to the shadows of an autonomy they lost in the globalisation process (see chapter 2). In any case, a new balance between freedom and responsibility has not yet been found. Maybe it will never be found –maybe the current semi stable state should be seen as part of the balance?

Stability and change

Recognising constant negotiation as a structural part of the system implies a shift in focus from the stability component to the component of change. Stability and change function as the yin and yang, the two opposites essential to balance any system. Both internal institutional structures and procedures and external relations are constantly being re-designed. Negotiations should not be seen as a temporary transient phase towards a new fixed state, but as a precondition for keeping society healthy and resilient. 

Triggers for change can come from within or without. Internal triggers can be policy changes, such as an expansion of activities. In the view of complexity managers like Stacey (Stacey et.al 2000)., the sub-organisational level is of key importance to the behaviour of the organisation. Although one cannot design the components of the organisation in such a way to predict a certain outcome, creating the conditions for this outcome to emerge is possible and should be aimed at. They mention improved communication and process oriented supervision/coaching. Another term used is increasing connectedness between internal networks, e.g. through creating attractive meeting places. External triggers can be direct, e.g. through lawsuits, or indirect, e.g. through ongoing developments in science, culture and commerce that rearrange the outside world. These changes require systematic adaptations
. Compare the advent of the fax or E-mail, or even the telephone replacing the telex: through practical experience and conflict resolution definitions of what is an official agreement or a valid transaction had to be renegotiated. In this way international treaties decreasing the autonomy of the nation state, a range of food scares, or the discovery of new measuring techniques can all  require radical changes in certification systems. Other types of changes can be economic recession or political events, leading to a change in consumer preferences and a shift in the political agenda.

Political agenda

The political agenda is determined by current public issues. What is a public issue and what not is determined (as stated in chapter 5) by media and pressure groups –either from the state or from associations. The composition of these pressure groups and the interests they represent is largely determined by what were the public issues of yesterday. As soon as new issues arise the powers that be (e.g. pressure groups) fear not only for their immediate interests, but also for their position at the negotiation table, and they will make sure they have their seats secured before they let any newcomers in. This happens at every level from local to global. So the public issues of today shape the arena composition of tomorrow. This then explains the growing interest of numerous business forums and associations for corporate accountability. They see their position is being threatened by the rise of associations representing public interests and they fear for their position. Ethical labelling groups can make use of this power by being aware that they can now negotiate with existing pressure groups such as the World Economic Forum, for a place at the negotiation table. As leverage they can use the fact that state forces might include their standards in fixed regulations. In that view, standards and regulations of today are also determined by the public issues of yesterday. Active participation in the public debate around ethical production and trade –complementing lobbies at state level, may well pay off for ethical labelling groups in the form of high level political representation.

Methodology

Concerning methodology, it must be said I was very lucky to be able to work so closely within the IFOAM, SAI, FLO, CAN collaboration project. I got access to insights, views and policy documents that would otherwise remain hidden. Unfortunately time was too limited to extend the study in the field. It would have been very useful to join one of the joint audit teams in their learning experience abroad, or attend a number of policy discussions within and between the three organisations.

Lessons learned and to be learned

What my learning is concerned: I spent a lot of time searching for the right levels of integration, scale and abstraction. The questions to be asked depended in part on the possibility to answer them, and on the parallel processes taking place in the collaboration project. Finally, I ended up with more questions than answers -as is the fate of an academic. Further research is suggested in the following fields:

· The mechanism of state institutions, at national and international levels, adopting and adapting NGO based standards –planting the seeds for tomorrows legal system;

· Comparing the flexibility of state-, NGO- and market based standardisation;

· Protection mechanisms against rival associations in the ,,ethical market’’, especially related to EU efforts to reduce the number of labels;

· Marketing and profitability: ethical labels versus producer brands and the value of corporate image;

· Scenarios for retracting the Limited liability status of corporations, and the potential role of ethical standards: extending certification to shareholders;

· The local and regional socio-economical impact of different standardisation systems;

· How to incorporate a development oriented approach while preventing conflicts of interests;

· The dynamics of cost internalisation throughout the chain: assessing different strategies;

· The mechanism of decision making in ethical standardisation systems: how processes of sense making influence the self image of the organisation, its strategy and the content of the standards;
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CAN 

Conservation Agriculture Network

FLO

Fair Trade Labelling Organisation

FOG

Flow of Goods

FT 

Fair Trade

ICS

Internal Control System

IFOAM 
International Federation of Organic Agriculture Movements

IMF 

International Monetary Fund

ISO

International Standards Organisation

MAI

Multilateral Agreement on Investment

NGO

Non Governmental Organisation

SAI 

Social Accountability International

UN 

United Nations

WB 

World Bank

WTO 

World Trade Organisation

Annex II: sweatshop data (Klein 2000)
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Annex III:  The Global Compact

To engage in the Compact, companies and other appropriate organisations are asked to have their chief executive officer or executive director send a letter to the United Nations Secretary-General. It should express a clear commitment to support the Compact and its nine principles, and a willingness to participate in its activities. 

All participants are expected to become public advocates for the Global Compact and its nine principles. Advocacy can take many expressions, including in mission statements, annual reports, newsletters and similar public venues. Participating companies are asked to post on the Global Compact website (www.unglobalcompact.org) at least once a year concrete steps they have taken to act on any of the nine principles in their own corporate domains, and the lessons learned from doing so. The Compact invites participants, on an optional basis, to work with the UN and its agencies in two types of partnership projects that involve companies in central roles: 

1. Thematic dialogues organised under the auspices of the Compact. These dialogues will involve the UN, national officials, business, labour and civil society organisations. The first will address the complex of issues related to the role of business in zones of conflict. 

2. In addition to making the Global Compact principles an integral part of business practices, the Global Compact encourages companies to take action on broader corporate social responsibility issues that are external to the company. This should reflect the principles of the Compact and advance broad UN goals, such as poverty eradication, and be of particular benefit to developing countries. Such projects could be undertaken in partnership with any of the UN partners, and depending on the project, the GC labour and civil society partners. 

The UN's convening power at the highest possible levels should provide an opportunity for dialogue and for identifying and implementing high profile and high-impact activities. And as a joint venture of the relevant UN agencies, the Compact should have access to global, regional and national actors and expertise. 

The Compact's success is defined as follows:

By 2002, recruit 100 major multinationals and 1,000 other companies across the world's regions, which are committed to internalising the nine principles into their corporate management practices.

Based on company postings describing the steps taken to enact the principles, build a comprehensive learning bank showcasing what works and how to avoid mistakes. Drawing on this material, organise a structured dialogue to gain a shared understanding of what constitutes good practices. 

One major issue dialogue will take place annually. Each dialogue must have practical value for all involved. This can take many forms, such as guidelines for action that inspire change within the participating organisations. 

The Compact should generate a significant number of concrete partnership projects each year. They should reflect and advance the principles of the Compact – and be of particular benefit to developing countries.
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AliceTepper Marlin, director of SAI points out that she does not oppose trade liberalization as such, but social and environmental regulation should be exempted from the WTO. 





,,You can’t say libera-lization is the cause of all the current lawlessness, because before that  pro-cess started, govern-ments did not have good labor laws either.’’ 
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,,For a turnover towards a sustainable society, business needs to be pushed more by civil society groups representing consumers and workers, plus the state’’





,,We protect human rights, such as the right for free asso-ciation and collec-tive bargaining, health, and  safety . 





These are not tied to any political party. We are not asking for more than is due!’’ 





,,...being the standard depends in part on standardisation..’’





,,politicians will never set the first step because they have to wait for public support’’





,,Food is a very important political subject, much more than aviation for example, or electrical appliances. So self-regulation is much more accepted in the latter sectors.’’ 





figure 5.	








Means of Verification/ Indicators for ICS functioning are:





Do the operators have copies of the standards in a language/format they understand?


Does the ICS use individual inspection reports to assess operator compliance?


How often do internal inspectors visit each operation?


What kinds of documents are generated to verify these visits?


Are new operators inspected prior to being added?


Have all members signed a contract stating that they will comply with standards and permit annual inspections?


Are operators provided assistance to comply with the standards?


What happens when non-compliance is suspected or detected?


Are there records of the actions taken when non-compliance has been investigated?


Does the ICS have a “sanctions” policy? If so, get a copy.





Source: IFOAM/IOIA International Organic Inspection Manual (2000)





,,We don’t want to add to the proliferation of labels. The risk of consumer burn out is very real. Too much infighting is bad for the sector, so we want to focus on mutual recognition first and see how far we can get.’’





,,Why treat farmers who have been organic for 30 years the same as those who have just started? ‘’





,,...the textile industry has a lot to spare, if you consider they can offer sales at 50% reduction in the end of the season.’’





,,This focus on independence is a mistake. We should stop fooling ourselves by saying independent control is more reliable..’’





,,There seems to be a law driving people to always increase detail. It is extremely difficult to get something OUT of the standards.’’








� On the issue of uniformity, it is interesting to note that new literature on health and sustainability (e.g. Holling 2000) points out that diversity may well be the key to survival. This is further discussed in comparing flexibility in different ethical standards systems, e.g. through process criteria besides minimum criteria.


� The domination of industry in ISO committees is legendary: pharmaceutical company executives occupy the most important chairs in the environmental standards committees, while only two representatives from consumer and environmental groups attended a meeting in 1994 (Dawkins 1995).


� If the entire goal changes I would call this a shift towards a new stable state. Parallels to complexity theory are taken from Stacey et.al. (Stacey et.al.2000).


� ISEC, the International Society for Ecology and Culture, is an NGO promoting localisation and issues publications, a/o The Ecologist. Helena Norberg Hodge is author of ,,Ancient Futures, learning from Ladakh.’’ ISEC is based in Dartington, UK. http://www.isec.org 


� Poverty fall is a term used to describe the reduction in income if people stop receiving public benefits such as an unemployment allowance, and start earning a salary.


� Again, it can be argued that the forces determining change at the organisation level arise from the sub-organisation level, but this analysis is not further pursued.
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