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ABSTRACT
RECONCILING COMPETING VALUES FOR CORPORATE SOCIAL
RESPONSIBILITY: EUREPGAP STANDARDS IN THE CHILEAN FRESH FRUIT
VALUE CHAIN
By
Carmen Bain
An influential example of Corporate Social Responsibility (CSR) is EurepGAP.
Established in 2001 by a handful of powerful UK and European supermarkets,
EurepGAP requires produce suppliers to meet standards for food safety, labor and the
environment that are independently audited. EurepGAP seeks to legitimize its protocol by
emphasizing its technoscientific values, such as objectivity, transparency, and value-
freedom. Focusing on the Chilean export fresh fruit chain, this qualitative study uses a
Global Value Chain approach to analyze how the costs, risks, and benefits of EurepGAP
are distributed throughout the value chain and what the health, safety and welfare
implications of EurepGAP are for workers. Rather than an impartial technical tool,
retailers use EurepGAP to govern their supply chain and shape distributional issues.
EurepGAP standards offer important measures for reducing the risk of pesticide exposure
for permanent, full-time workers but not for workers who are temporary and
subcontracted. Retailer expectations that growers absorb the costs and risks involved in
meeting standards have compelled growers to reduce labor costs. The utilization of
flexible labor strategies by growers is a key obstacle to improving worker welfare. Rather
than facilitate transparency and accountability, third party audits largely fail to verify

compliance or illuminate shortcomings with labor standards.
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CHAPTER 1
Corporate Social Responsibility and the ‘Race to the Top’

A key criticism of globalization is that its benefits are distributed highly unequally, with
multi-national corporations (MNCs) and financial capital reaping the major benefits to
the detriment of labor and the environment. Critics argue that inequality and injustice
both within and between countries are exacerbated due to the combined effects of first,
market integration globally that constrains the ability of nation-states to function and to
regulate business, and second, the growing dominance of international organizations that
advocate economic rather than social objectives (Robinson, 2002; Little, 2003).
Organizations such as the World Trade Organization (WTO) and the International
Monetary Fund (IMF) favor enforceable rules that encourage global market expansion,
while rules that promote social goals, such as human rights, environmental sustainability,
and labor standards, tend to lag far behind or in some cases have even become weaker
(Ruggie, 2003). Thus, while globalization has facilitated the mobility of capital and
goods, equivalent international institutions that could adequately regulate these practices
have not developed. Together, critics argue, these transformations have encouraged a
corporate ‘race to the bottom,” where the logic of capitalist competition and profit benefit
those companies that can source goods and services from wherever they can maximize
their returns by minimizing their social and environmental costs (Blowfield, 1999;
Kaplinsky and Morris, 2001; Little, 2003; Fox and Vorley, 2004; Rupert, 2005; Fauset,
2006).
To counter this glot;al ‘race to the bottom’ many activist organizations have

concluded that within this new political and economic landscape traditional campaigns



for social and environmental justice are no longer effective. Rather than trying to change
the policies and practices of the nation-state, many groups have turned their attention
instead to campaigns for corporate social responsibility (CSR) that are aimed directly at
the very actors they hold responsible — corporations. The goal here is to advance their
broader social and environmental objectives by compelling individual companies to
change their behavior wherever they happen to operate within the global marketplace.
The dominant philosophical belief now is that in the era of globalization, the corporate
sector has “the global reach and capacity™ as well as the “ability to make and implement
decisions at a pace that neither government nor intergovernmental agencies can possibly
match” (Ruggie, 2003:107).

Finding themselves the focus of activist campaigns for CSR, some of the world’s
largest MNCs have felt compelled to respond by implementing institutional initiatives,
such as codes of conduct, designed ostensibly to improve their social and environmental
performance throughout their global supply chains. Such initiatives have led some
commentators to argue that rather than a corporate race to the bottom what we are
increasingly seeing today is a corporate ‘race to the top’ (Shellenberger, 2003; Bhagwati,
2004).

Potentially the most far-reaching and influential example of this ‘race to the top’
is EurepGAP. Established in 2001 by a handful of powerful United Kingdom (UK) and
European food retailers, EurepGAP members now require their fresh produce suppliers to
meet not only a broad array of food safety and quality standards but also standards for the
environment and labor. Furthermore, in contrast to most other corporate standards for

CSR, EurepGAP standards must be independently audited by a third party certifier to



demonstrate compliance. Calling themselves, The Global Partnership for Safe and
Sustainable Agriculture, EurepGAP argues that in the wake of consumer concerns about
‘mad cow’ disease (bovine spongiform encephalopathy, or BSE), genetically modified
organisms (GMOs), and pesticides, its members wanted to reassure consumers that their
food is being produced in a safe and sustainable manner, a manner that “respects food
safety, the environment, workers’ welfare, and the welfare of animals” (EurepGAP,
2004:npn).

These factors sometimes known as ‘the triple bottom line — people,

planet and profit’ — recognize the importance major corporations and

multinational supply bases place on ensuring that agriculture is

undertaken in a responsible way. Good Agricultural Practices, which

are understood by producers the world over, deliver clearly defined

outcomes in these areas (EurepGAP, 2005:npn).
While purportedly ‘voluntary,’ in that it is not mandated through public regulation,
EurepGAP has become the standard if you want to export fresh produce to Europe.
Threatened with exclusion from this valuable market, tens of thousands of producers
from Chile to Ghana to New Zealand have become EurepGAP certified with thousands
more in the process. EurepGAP is not slowing down either. While this dissertation
focuses on their standards for fresh produce, EurepGAP has since developed global
reference standards in other areas of the agricultural sector, including crops (e.g. flowers
and ornamentals); tea and coffee; cereal and livestock production (with standards for
animal welfare); and aquaculture.

What EurepGAP demonstrates is that some of the most dynamic experiments in

global governance are occurring not in the public sphere but in the private sphere. Within

the context of national capitalism standards for food safety, worker health and safety, and

the environment, were largely the product of normative frameworks generated by



governments and/or labor unions (Giovannucci and Ponte, 2005). However, with the
expansion of global capitalism together with neoliberal economic and social policies,
non-governmental actors, including corporations, business and industry associations, and
social activists are now playing a greater role in negotiating and establishing standards
for social goods (Busch and Bain, 2004; Giovannucci and Ponte, 2005; Henson and
Reardon; O'Rourke, 2006). As a result, when we look at the global agricultural and food
(agrifood) system today, what we find is that a plethora of private institutions, including
standards, codes of conduct, and certification and labeling schemes, have become key
“drivers of change in [its] structure and modus operandi,” (Henson and Reardon
2005:242).

In contrast to many other corporate efforts at CSR, EurepGAP is unique on
several levels. First, while there has been a proliferation of voluntary codes and
guidelines over the past decade, none has received widespread acceptance, in part,
because there is no general agreement as to exactly what the social and environmental
responsibilities of corporations are (Blowfield and George, 2005). EurepGAP is one of
the first major efforts by a group of corporations — fierce competitors with each other — to
work together to develop a common set of standards for its suppliers. Furthermore, rather
than a ‘retailer’ protocol, EurepGAP has been eager to distinguish itself as a ‘partnership’
between retailers and producers.

Second, critics have questioned the value of corporate initiatives that involve
vague, qualitative codes and guidelines that are often voluntary for suppliers and which

lack transparency, independent oversight, and quantitative performance data to back up

company claims. Such criticism has led to assertions that codes for CSR are little more



than ‘green washing’ and ‘red washing’ (Kimerling, 2001; Klein, 2000; Joseph, 2002;
Ruggie, 2003). In contrast, EurepGAP seek to win support and legitimacy for its
standards and audit system by emphasizing its technoscientific values, such as

objectivity, transparency, and value-freedom.

Research Objectives

The shift to private-sector, purportedly ‘objective’ regulatory mechanisms to deal with
problems of social and environmental wellbeing is one of the most important changes
resulting from the neoliberal global political economy of the past two decades. With a
particular emphasis on EurepGAP’s standards for Worker Health, Safety and Welfare,
this dissertation seeks to address the following objectives: First, to determine the main
factors that motivated UK retailers to establish EurepGAP and to understand its
objectives in relation to the protocol. Second, to understand how the costs, risks, and
benefits related to the implementation and practice of EurepGAP are distributed
throughout the value chain. Third, to understand how EurepGAP's standards and audit
have affected the health, safety and welfare of agricultural workers. Addressing these
objectives will contribute to broader efforts by scholars and non-governmental
organizations (NGOs), among others, to enhance our understanding of the value and
limits of private-sector standards and audit for meeting social and environmental

objectives within the global value chain.

Institutions as Human Relationships

Standards can be defined as “the measures by which products, processes and producers
are judged” (Busch and Bingen, 2006:3). As institutions, standards are often portrayed as

universally beneficial, citing, for example, their ability to improve food safety and worker



welfare, reduce transaction costs, create efficiencies, provide consumers with greater
choice, facilitate access to markets, and so forth (Hill, 1990; Clayton and Preston, 2003).
Similar universal claims are made regarding third party certification (TPC). For example,
much of the literature (see Tanner, 2000; Golan e al., 2001; Sanogo and Masters, 2002;
Fagan, 2003) considers TPC as an objective or impartial technical tool or institution,
whose promise of transparency and accountability contributes to the efficient
organization and regulation of markets and trade.

The following chapters seek to question the universal character of such benefit
claims. Here, markets and their institutional arrangements — whether formal institutions,
such as laws, rules, standards, and audits or informal or tacit institutions, such as norms,
conventions and values — reflect the desire of certain groups of actors to promote some
interests over others. Rather than simply “rules of the game in a society” (North, 1990:3),
institutions both enable and constrain opportunities by defining a person’s rights, “their
exposure to the rights of others, their privileges, and their responsibilities” (Schmid,
2004:6). Institutions reflect and influence human relationships, not only by structuring
incentives, but also by affecting “beliefs and preferences”, providing “order and
predictability to human action” and determining whose interests or preferences should
count (Schmid, 2004:1).

Since EurepGAP’s standards are shaped by political and strategic considerations,
they have broader social and ethical implications for actors throughout the value chain.

The creation of standards not only “disciplines, reorganizes, and transforms. ..the thing
that is standardized but all those persons and things that come in contact with it” (Busch

2000:281). In this way, standards, together with audits, define, produce and reproduce the



moral economy by establishing norms of behavior not just for things but also for people
by defining what, and who, are good and bad (Busch 2000).!

Accepting then that neither standards nor audits are value neutral or interest free,
the challenge in the following chapters is to identify the main distributional issues
regarding who gets to participate in decision making, whose interests count, who wins
and who loses, that is, to understand how EurepGAP’s standards and audits act to expand
the capacity of some participants and limit the capacity of others to reshape social,
political and economic relationships. To accomplish this, I examine EurepGAP standards

and audit within the context of the Chilean export fruit sector.

The Chilean Export Fresh Fruit Sector

The Chilean export fresh fruit sector provides a valuable site to examine distributional
issues in relation to EurepGAP standards for growers and farm workers. Chile is a world
leader in the export of fresh fruits. Almost half of all exports from the Southern
Hemisphere, which supply the lucrative North American and European markets during
the counter-season, come from Chile. Within the country itself, this sector is of critical
importance to the national economy in relation to employment, GDP, and investment
opportunities. In terms of its exports, the UK and European markets are a crucial and
growing destination for Chilean fresh fruit; between 1998 and 2005 exports to this region
doubled and now account for 31 percent of all Chilean fresh fruit exports. It is widely

recognized by the leadership of the industry as well as segments of the government that

' According to Thompson (1996:46), the concept of the moral economy describes “the system of rights,
privileges, norms, and expectations that organize — or at least frame — relationships of production,
distribution, and exchange.”

? This research does not focus on EU regulations nor Chilean state regulations, except where they
specifically intersect with my analysis of EurepGAP. Furthermore, while chapter 2 discusses the role of
activist NGOs in pressuring retailers to implement CSR policies, a critique of the discourse and actions of
these NGOs and social movements is beyond the bounds of this research.



the buying practices and strategies of Northern food retailers have enormous import not
only for the fresh fruit sector but for the Chilean economy as a whole.

Key players here, especially large-scale exporters and growers together with their
industry representatives, were quick to embrace the EurepGAP concept. In fact, Chile
was the first developing country to have representatives participate on EurepGAP’s
committees. The ability to participate reflects the fact that Chile has a relatively
sophisticated export fresh fruit sector both in terms of infrastructure and organization
compared to many other developing countries. The sector is heavily influenced by the
dominance of some of the world’s largest multi-national fruit corporations, such as
Chiquita Enza, Dole, Del Monte Fresh, and Unifrutti Ltd. These industry leaders,
together with segments of the government associated with agriculture, began to
vigorously encourage growers to implement EurepGAP long before many other countries
had even considered it. By the end of 2006, just five years after the first protocol was
released, approximately half of all produce sent to Europe was EurepGAP certified.
Proponents of EurepGAP within Chile argue that the benefits of independently certified
standards for good agricultural practices (GAP) will have significant benefits for the
industry as a whole by, for example, helping to modernize Chilean agriculture, improving
grower practices as well as the image of Chilean produce, and ensuring continued access
to the European market.

EurepGAP standards could also benefit the health, safety and welfare conditions
for Chilean farm workers. Critics have argued that an enormous disparity exists between
the success of the export fresh fruit sector and the highly exploitative labor conditions

that operate within it. These criticisms have been most vocal from labor advocates and



scholars but have also come from government leaders and officials as well as segments of
the fruit industry itself. One of the key issues critics identify to illustrate their case is the
rising levels of agri-chemical use and the concomitant increase in health hazards for farm
workers suffering from pesticide exposure (Altieri and Rojas, 1999; Murray, 1999,
Riquelme, 2000; Rojas et al., 2000; Langman, 2001; Caro et al., 2003). As Chile
emerged as a world leader in the export of fresh fruit from the late-1970s, efforts to meet
the stringent phytosanitary and quality standards of its export partners resulted in the
large-scale use of pesticides becoming the norm (Altieri and Rojas, 1999). This growth
has resulted in serious health consequences for workers, especially temporeras —
temporary, women farm workers — exposed to these highly toxic substances.

Moreover, adherence to a neo-liberal export model has constrained the ability — or
willingness — of the Chilean state to enhance the regulation of labor and environmental
practices that might benefit workers (Barrientos et al., 1999). While new laws and
regulations in relation to pesticide use and worker health and safety have improved
significantly since the late 1990s, the lack of corresponding inspection and enforcement
measures mean that noncompliance among growers is widespread. Furthermore, essential
labor rights, such as collective bargaining, are weak or non-existent for the 400,000
temporary, largely non-union, and poorly-paid workers. Within this context then,
EurepGAP standards could potentially lead to real improvements in the workplace health
and safety conditions for farm workers, especially in relation to one of the main risks they

face: acute and chronic pesticide poisoning.



Overview of Chapters

Drawing principally on a global value chain analysis (GVCA) and the development
literature on CSR, the focus of analysis in the following chapter is to understand how and
why non-governmental actors, especially major corporate food retailers, now play a
greater role in governing their global supply chains as well as the marketplace for food.
Rather than impartial technical tools, the development of new governance mechanisms,
such as private-sector standards and third-party certification, have become essential to the
governing strategies of retailers. Standards embody particular sets of rules and third party
certification ensures compliance with these rules. This is not inconsequential. The power
to make the rules and enforce the rules is central to determining distributional issues,
such as who gets to participate within global value chains, under what conditions, and
how the benefits of such participation will be distributed.

Utilizing this framework, the chapter then proceeds to examine the key debates,
controversies, and players that have reshaped the practices of the major UK food
retailers. The development of an oligarchic retail sector, greater legal responsibility for
their fresh produce, the desire to compete on quality, and pressure to demonstrate CSR
have encouraged retailers to establish greater control over their supply chains. Within this
context of new risks, challenges and opportunities, EurepGAP is perhaps the most
influential example of how retailers are mobilizing to influence and lead “the agenda of
institutional reform” and social and economic change (Utting, 2005:375). Through
EurepGAP, retailers hope to reconcile a number of competing pressures to their benefit:
establish greater control over their suppliers and their practices, demonstrate initiative in

meeting concerns regarding social and environmental responsibility, minimize their legal

10



and reputational risks, and pass on the responsibility and costs of implementation back up
the supply chain.

In chapter 3, I discuss the methodology and methods for this study. This study
utilizes a global value chain approach, with my research centering on the Chilean fresh
fruit export value chain. The focus of this approach is to analyze how different actors and
activities within the value chain are ‘governed.” The goal is to understand how lead
actors, especially retailers, utilize particular organizational and institutional forms, in this
case, EurepGAP’s standards and third party audits, to govern the supply chain and
determine distributional issues. Qualitative methods of in-depth interviewing,
documentary analysis and participant observation allow me to assess the distributional
implications of EurepGAP’s standards for growers and workers within a particular social,
economic and historical context. This is accomplished in each chapter by evaluating
EurepGAP’s claims and assumptions in relation to the practice of standards and audit.

EurepGAP members claim that EurepGAP certification is a ‘win-win’ solution for
both retailers and growers. In chapter 4 the objective is to unpack this claim by
examining how the costs and benefits, challenges and opportunities are distributed among
producers within the Chilean export fruit sector. As I explained above, the leadership of
the Chilean export fruit sector has embraced EurepGAP. Certainly, the benefits of
EurepGAP will not only accrue to retailers. However, what EurepGAP proponents fail to
acknowledge is that the costs, risks and benefits of EurepGAP are not fairly distributed
among participants. EurepGAP has defined the practices of suppliers as the problem
rather than examining how their own buying practices might undermine worker welfare

or environmental sustainability. A limitation of EurepGAP then is that it places the
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burden of compliance on suppliers and fails to address how inequitable relationships
within the supply chain might help create the negative practices that EurepGAP
purportedly seek to overcome. In a marketplace with few buyers and many sellers,
retailers are able to demand EurepGAP certification as a precondition for doing business
without having to offer growers any price premium or assurances of purchase. Thus,
suppliers are expected to incorporate the risks and costs of implementing EurepGAP in
what is already considered a high risk, highly competitive environment, placing a
disproportionate burden on those who can least afford it — small and medium-scale
growers.

The initial chapters then provide a context for understanding the UK food
retailing sector, the establishment of EurepGAP and the implementation of EurepGAP in
the Chilean export fruit sector. This discussion then turns to focus specifically on the
implications of EurepGAP’s standards for worker health, safety and welfare in chapter 5
and the practice of audit in relation to these standards in chapter 6. As mentioned above,
EurepGAP has sought to build credibility and legitimacy for its protocol by emphasizing
its technoscientific nature, whereby its standards are objective, developed by experts, risk
assessed, and independently verified. Both chapters emphasize the limitation of treating
labor sﬁndmds and audit as a purely technical exercise that treat workers as objects and
ignore the broader socio-economic context in which labor relations exist.

How do EurepGAP standards for “Health, Safety and Welfare” deal with one of
the most serious health issues facing agricultural workers globally — the acute and chronic
exposure to pesticide poisoning? In chapter 5, I compare EurepGAP’s standards with data

collected by the Ministry of Health, together with independent studies, that discuss how
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and why workers are poisoned. What my findings show is that the standards EurepGAP
have established appear to offer important benefits for reducing the risk of exposure for
permanent, full-time workers, but not for the most precariously situated workers — those
who are female, temporary and subcontracted. I argue that these standards are
incongruous since they ignore the socio-economic relations that exist within the supply
chain and assume that worker health and safety can be separated from a broader
framework of labor rights. Supply chain pressures and the expectation that growers
should absorb the costs and risks involved in meeting retailer standards compel growers
to reduce their labor costs, especially by drawing on flexible labor strategies. In
particular, the growing utilization of subcontracted labor, which EurepGAP standards do
not address, is a key obstacle to improving worker health, safety and welfare.

The crux of EurepGAP’s credibility is their reliance on independent third party
audits to assess compliance with their standards. Audits have broad appeal based on
claims of independence and objectivity and assumptions of transparency and
accountability. Chapter 6 examines these claims and assumptions in relation to the
practice of audit for worker health and safety. What I find is that standards for
verification vary considerably depending on the risks retailers themselves face. Thus,
verification requirements are far more rigorous for assessing pesticide residues on fruit
than for assessing pesticide poisoning of workers. There is little evidence that audits
encourage transparency or accountability. In fact, the value of audits for improving
worker health and safety is difficult to determine since auditors, who are financially

beholden to growers, are not required to engage with workers to substantiate compliance

or to illuminate potential shortcomings. Furthermore, the data collected by auditors —
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information that could be used to advance worker welfare — are now privatized, subject to
confidentiality agreements and unavailable for public review. In general then, audits
provide “shallow rituals of verification” (Power, 1997:123) at the expense of more
informed, engaged, meaningful acts of accountability.

In the final chapter I conclude that the ideological and structural biases underlying
CSR delineate its possibilities and limitations. Neoliberal policies have undermined the
capacity of governments to regulate in favor of market-based models of governance. The
private sector, acting on the purported concerns of northern consumers and NGOs, is now
viewed as having the capacity and responsibility to develop the global south. However,
CSR offers simplified solutions to complex structural problems related to poverty,
inequality, and international trade. EurepGAP’s standards for workers are of limited
value because they ignore the inequitable power relations within the value chain that help
create or contribute to poor working conditions in the first place, and they ignore
retailers’ own role in creating these inequities. With CSR, technocratic and depoliticized
institutions, such as the audit, are countered to efforts to build strong, participatory,
democratic institutions. Yet democratic processes, debate and accountability are essential
for determining what is or should be the public good and for confronting distributional
questions of how the costs, benefits, and responsibilities of institutional reforms should

be borne and by whom.
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CHAPTER 2
Contesting the ‘Triple Bottom Line’ in the UK Food Retail Sector

EurepGAP is “‘a message to both suppliers and government authorities
that retailers are now becoming directors of the food chain and are an
increasing force to be reckoned with” (Rabobank 2002:3).

Since the mid 1990s, the UK food retail sector has been a hotbed of controversy and
debate. The source of these debates is the enormous power wielded by one of the most
concentrated food retail sectors in the Northern hemisphere. Oligarchic retail power, the
desire to compete on quality, and legislative changes that have given supermarkets
greater responsibility for the safety and quality of their products have encouraged
retailers to use their market power to establish more control over their global supply
chains. In response, retailers have revolutionized their buying and selling practices
through centralized and streamlined supply chain operations, together with new food
safety and quality standards and management systems. These changes have not only
influenced the consumer market in the UK, but, as we will see in subsequent chapters, the
production practices of suppliers around the globe.

While many middle class UK consumers have benefited tremendously from these
changes, the concentrated, seemingly ubiquitous power of the retail sector, together with
numerous ‘food scares,” has fueled the growth of anti-corporate retail social movements.
Critiquing retail practices in relation to both consumers and suppliers, activists are
demanding that supermarkets implement policies that demonstrate social, ethical, and
environmental responsibility. Consequently, supermarkets, NGOs (with the help of trade
unions and the media), and the state, are embroiled in an ongoing contestation over what

‘triple bottom line” accountability within the marketplace for food should look like.
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The purpose of this chapter then is to examine the actors, debates, controversies
and actions that have helped reshape the practices of UK retailers, their institutions, and
the UK market for fresh produce. It is this transformation that has provided the main
impetus for establishing EurepGAP, and these struggles continue to influence its
substance. This framework helps us to understand how EurepGAP fits into a broader,
multi-pronged effort by retailers to respond to the new risks and opportunities that
legislative changes and activist pressure have presented. Furthermore, any assessment of
EurepGAP’s standards and audits for Chilean growers and workers requires an
appreciation of the context in which UK retailers operate. This context shapes their
buying practices, creating ongoing tensions and conflicts for growers as they try to
balance the individual demands of their major buyers with the goals of EurepGAP.

In order to situate the transformations taking place within the UK food retailing
sector, the following section examines the broader institutional shifts that have occurred
within the globél agrifood system. I then discuss global value chain analysis (GVCA) and
its value as a framework for understanding and analyzing these changes. I follow this

section with a discussion about the growth of social movements for CSR.

Governing the Global Agrifood System

Until recently, governments were considered primarily responsible for inspecting food,
determining its safety, and providing assurances to the public about the safety and quality
of the food supply. Uniform public standards were viewed as necessary since in the
presence of imperfect and asymmetric information it was argued that they functioned to
reduce transaction costs and improve market efficiency. They accomplished this by using

measurable attributes that provided a ‘common language’ for market participants
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involved in the food and agricultural marketing system (Hill, 1990; Clayton and Preston,
2003). Of course, a common language was easier to sustain in a context where much of
the food traded both nationally and internationally was undifferentiated bulk
commodities, such as corn, wheat, or sugar and thus the focus was on commodity
quantity, standardization, and price. For such products, standardization involved
“‘making uniform among buyers and sellers, and from place to place and time to time,

29

the quality specifications of grades’” (Thomsen, 1951 cited in Daviron and Ponte,
2005:36). The standardization process focused on “the adoption and the diffusion of the
same rules to define the identity of products prior to market transactions” (Daviron and
Ponte, 2005:36). Standards were considered public goods because anyone could use them
without reducing their availability to others (Daviron and Ponte, 2005). Here, the source
of controversy regarding public standards concerned the standards that judge products,
not production practices. Since consumers had no means for differentiating production
processes, their consumption choices were primarily influenced by price and the
product’s attributes.

The ability of nation-states to regulate food safety and quality practices was
seriously challenged with the establishment in 1995 of the WTO and its concomitant
international trade agreements. Neoliberal trade policies sought to enhance market
efficiency by reducing state interferénce, encouraging instead trade regulation through
the expansion of international laws enforced through transnational bodies. After World
War I, international trade was limited by tariffs, quotas, and a host of nontariff trade

barriers. The WTO was established with the mandate to devise rules for international

trade that would facilitate global trade by reducing and even eliminating trade barriers.
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The WTO has international legal status with enforcement powers similar to the United
Nations (UN) and its rules are binding on member states (McMichael, 2000). The goal
initially was to reduce and phase out tariffs and quotas. However, as states began to
recognize that a proliferation in nontariff trade barriers could threaten the system,
attention was turned to developing a series of subsidiary agreements that would restrict
the use of such barriers by individual nations (Busch and Bain, 2004). For example, the
Sanitary and Phytosanitary (SPS) agreement established rules for meeting standards for
food safety and animal and plant health. To ensure that these standards are not overly
stringent and thus function as a trade barrier, they must be based on scientific principles
and scientific evidence (Nestle, 2003; World Trade Organization, 1998).

These changes, together with broader macro-political and economic shifts, have
led to the deepening of market relations globally. For example, the introduction of new
information and communication technologies has significantly changed production
methods. This has facilitated the growth of MNCs and the development of global value
chains, where production is integrated from start to finish at a regional or even global
scale (Marchand, 2002). One result of these events has been the massive expansion in
global trade in food and food products (Busch and Bain, 2004). Today, retailers source a
significant proportion of their fresh product — especially fruits and vegetables — from
thousands of different suppliers around the globe. Held (2000; 2003) argues that these
shifts have diminished the capacity of the nation-state to govern while strengthening the
growth in power and authority of non-state organizations. For example, a challenge for
regulators is how to ensure food safety and quality from suppliers who operate under

diverse — or even non-existent — sets of food regulations in dozens of different nations
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(Bonanno et al., 1994; McMichael, 1994; Coyle et al., 2001). Within this context, many
governments argued that regulations needed to be transnational in scope and applicability
if they were to be effective (Marsden et al., 2000).

At the same time, neoliberal discourse and political reforms have constrained the
ability of governments to act in favor of extending public regulation. Central to neoliberal
theory is the idea that the marketplace is the most efficient form of organization; superior
at guiding human organization and behavior, setting prices and wages, and distributing
resources, goods and services (Allen and Guthman, 2006; Kaldor, 2003). Competition
and the laws of supply and demand provide incentives for producers to ensure that
efficiency and productivity are maximized, quality is improved, and costs are reduced
(Olssen, 1996). In contrast, the state is not privy to such knowledge and is unable to
“second-guess market signals (prices)” (Harvey, 2005:2). Furthermore, in contrast to
markets, decisions made by states are viewed as inevitably biased toward one group or
another. The state is ‘captured’ by powerful interests groups (such as environmentalists
or trade lobbyists) who are able to influence state decisions and distort state intervention
in the market for their own benefit (Harvey, 2005). Thus, social goods for human well-
being, such as food safety, workplace health and safety, or environmental protection
work best through the market mechanism (Harvey, 2005). Without the bureaucratic red
tape of government regulation, markets can respond to consumer demand for social
goods more quickly and efficiently. While claims of efficiency are used to advocate
certain institutional forms, such as private standards over government regulation, we
must recognize that efficiency is not a single thing and the choice is always regarding

what to be efficient about. Decisions about efficiency are decisions about whose costs
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matter and whose costs should be minimized. Consequently, which institutions are
selected will shape whose interests will be a cost to whom (Schmid, 2004).

It is erroneous to assume that public institutions have now simply disappeared in
favor of the private sector. What proponents of neoliberalism fail to acknowledge is that
there is no market independent and separate from the state and society. Markets are not
natural processes or structures but are socially constructed — “created, changed,
manipulated, and restructured through the actions of government, firms, and groups of
firms” (Samuels, 2004:364) together with other social actors, such as NGOs. From this
perspective, the idea that there is or could be such a thing as a ‘free market,’ separate
from social and political interests is, according to Polanyi, a dangerous myth (Polanyi,
1944). Furthermore, markets are structured and given effect within a certain framework
of legal and moral rules and institutions, what Samuels (2004) calls a legal-economic
nexus. The state defines the formal rules of the market so that even what we think of as
private governance always takes place within these rules.

The concept of governance coincides with the era of globalization and
neoliberalism and for some governance has become “a euphemism for private power
(exercised through the market)” (Peine and McMichael, 2005:19). Governance is both a
descriptive and a normative concept. The term attempts to capture and in some cases,
legitimate, the idea that power, authority and sanctions of the state are no longer central
to governing. Rather, governing includes (or should include) a broader configuration of
political agents than just the traditional state, especially private actors such as
corporations, NGOs, industry associations, and multilateral entities (Busch and Bain,

2004; Harvey, 2005; Higgins and Lawrence, 2005).
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For scholars of the agrifood system, governance is proving to be a useful heuristic
tool for investigating the multiple actors, sites, and forms of governing that regulate the
agrifood sector (Higgins and Lawrence, 2005). Rather than focus on analyses that center
on local or regional analytical frameworks and paradigms within the nation-state,
scholars are turning their attention to analyses that give emphasis to transnational
governance structures (Gereffi, 2005). The concept of governance directs attention not
only to the involvement of non-governmental actors but also to the different levels (from
local to national to international) and the various contexts (e.g., organizations, value
chains) in which governing takes place (van der Grijp et al., 2005). Consequently, this
concept has proved useful for drawing attention to the development of new sites of
governance (such as MNCs, NGOs, standards-setting bodies, industry associations)
whether at the local or global level, where regulatory activities are taking place (van der
Grijp et al., 2005).

The concept of governance has been central to scholars incorporating a
perspective focused on global value chain analysis (GVCA). These scholars assert that
changes to the global economy are rooted in the way it is organized and governed; thus a
primary focus of this framework is to analyze changes to the organization of governance
within global value chains and its implications for power relations. Within GVCs, Gereffi
(1994:97) defined governance as relationships of authority and power “that determine
how financial, material, and human resources are allocated and flow within a chain.”
How such power is exercised is affected through particular “rules, processes and

practices” (van der Grijp ef al., 2005:446). Governance structures and practices produce
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divisions of labour along the chain, which in turn contribute to the allocation of resources
and redistribute gains in specific ways (Ponte and Gibbon, 2005).

This framework emphasizes the importance of global buyers, especially retailers
and brand-name companies, as key drivers today in the formation of global production,
distribution and marketing systems. Gereffi (1994) argues that we have witnessed a shift
away from ‘producer-driven’ commodity chains towards ‘buyer-driven’ commaodity
chains where lead firms, such as retailers, play a powerful role in making and enforcing
decisions about production practices and structures in the global economy, even though
they do not own any of the production or manufacturing facilities themselves. At the
same time, GVCA recognize that retailers do not operate free of social relations. Thus,
scholars are concerned with understanding the social, political and economic context in
which the chain is situated as well as the array of different actors who exercise power
within global production and distribution systems (Raynolds, 2002; Barrientos et al.,
2003). To accomplish this, the broader institutional context in which commodity chains
are embedded, such as trade policy and regulations, must be examined (Gereffi, 2005).

To understand how actors within a chain are linked together and coordinated or
‘governed’ it is necessary to analyze the role of governance institutions, such as
standards, audits and ‘metasystems’ (e.g., GAP, HACCP, ISO)3 (Caswell, 1998). Hands-
off co-ordination and control by retailers through their supply chains is possible because
complex quality information is embedded in their standards and certification
requirements (Ponte and Gibbon, 2005; Humphrey, 2005). Together with other

requirements (e.g., volume, price) ‘lead firms’ such as retailers use these institutions to

3 Good Agricultural Practices (GAP), Hazard Analysis and Critical Control Points (HACCP), International
Organization for Standardization (ISO).
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determine who gets to participate in the value chain and under what conditions.

Increasingly, such governance tools incorporate demands for CSR.

Campaigns for CSR

Principles and practices of CSR, which incorporate codes of conduct and standards
addressing the welfare of producers, workers and the environment, have expanded over
the past decade. While debates about the proper role of business in society are not new,
according to Fabig and Boele (1999) what is new in debates about CSR is that they “‘are
conducted at the intersection of development, environment and human rights, and are
more global in outlook’” (cited in Blowfield and George, 2005:500). The general
expectation is that businesses who support CSR should establish policies and practices
that enhance not only their economic performance but also their social and environmental
performance — otherwise known as the ‘triple bottom line’ — wherever they operate in the
global marketplace (Winston, 2002; Santoro, 2003).

Significantly, however, there is no single, coherent definition of CSR, and the
vagueness of the concept has allowed it to be interpreted and adopted by different actors
for different purposes (Blowfield and George, 2005). Recognizing this, Blowfield and
George (2005:503) argue that it is better to think of CSR as a concept that incorporates a
range of theories and practice, which all recognize the following:

(a) that companies have a responsibility for their impact on society and
the natural environment, sometimes beyond legal compliance and the
liability of individuals; (b) that companies have a responsibility for the
behaviour of others with whom they do business (e.g. within supply
chains); and (c) that business needs to manage its relationship with

wider society, whether for reasons of commercial viability or to add
value to society.
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Nevertheless, what does distinguish CSR is that companies establish such
initiatives voluntarily. In contrast to public institutions there are no state regulatory
mechanisms established to monitor and enforce the implementation and compliance with
such standards. Rather, the expectation is that such standards are enforced through market
sanctions via the buying behavior of buyers and consumers (O'Rourke, 2006).

Social activist campaigns for CSR took off in the mid-1990s, largely in response
to a number of high-profile social and environmental catastrophes. These included, for
example, the toxic leak at a Union Carbide pesticide factory in Bhopal, India; the Exxon
Valdez oil spill in Alaska; Shell Oil operations in Nigeria; the spread of bio-engineered
food and agricultural crops; continued tropical deforestation; the spread of HIV/AIDS;
and the exposés of sweatshop labor by major branded corporations, such as Nike and Gap
(Klein, 2002; Utting, 2005). These disasters heightened the concerns of globalization
critics about the consequences of the unregulated power of MNCs.

A concern by many anti-globalization activists is that states are less able to
control the international movement of capital. Lehmann (1997:571) argues that
globalization has “placed a question mark over the very notion of a ‘country’ as object —
let alone subject.” As financial markets and production chains have globalized,
governments have found themselves increasingly constrained in determining national
policy decisions. That is, they now have to carefully consider any policy initiative, such
as interest rates, taxation, or regulations for social welfare and the environment, and
whether the policy might affect the rate of return on investment, which in turn might
increase the “risk of capital flight or reduced inward investment” (Koenig-Achibugi,

2003:4). This process has led many people to feel that “democracy is being ‘hollowed
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out;’” that is, while national “democratic institutions and procedures” remain formally in
place, in practice “the range of feasible options has shrunk as a result of the constraints
imposed by international markets and the investors’ threat of ‘exit’” (Koenig-Achibugi,
2003:5).

In the context of this changing political and economic landscape the response of
many NGOs and social activists was to shift their attention away from trying to change
the policies and practices of the nation-state. Increasingly, these groups sought to advance
their broader social and environmental objectives through engagement with the corporate
sector.

It is important to recognize that campaigns for CSR are not homogeneous. Rather,
their strategies and goals tend to reflect the particular ideological perspective of the NGO
or activists involved. Perhaps the most effective approach is to publicly shame and
stigmatize corporations into changing their behavior by publicizing cases of malpractice
within their supply chains (Gerefti et al., 2001; Klein, 2002). Working on the idea that
“high-profile brand-name corporations can run but they cannot hide” (Utting 2005a:380)
these campaigns target highly visible, reputation-sensitive, corporate brands at the retail
end of the supply chain — those with direct links to consumers. By focusing on brand
names with high visibility or symbolic value, such as Starbucks, Disney or Coca-Cola,
campaigns are more likely to resonate with the wider public and most importantly attract
media interest (Bendell, 2004; O'Rourke, 2005). As the activists who target the
McDonald’s Corporation explain on their McSpotlight website: “Nobody is arguing that
the huge and growing global environmental and social crisis is entirely the fault of one

high-profile burger chain, or even just the whole food industry. McDonald’s are of course
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simply a particularly arrogant, shiny and self-important example of a system which
values profits at the expense of anything else” (McSpotlight, 2005:npn).

Rather than publicly shaming companies, another important NGO strategy
focuses on working with corporations to change their behavior. Here, activists collaborate
with businesses to develop company codes of conduct, labor and environmental
standards, and auditing systems that they hope will influence business practices.
However, a similar strategy applies — NGOs aim to work with the largest, most influential
corporations. Their hope is that, if they can get these companies to make changes, they
can effect changes throughout the entire industry (O'Rourke, 2005). Examples of such
multi-stakeholder initiatives within the agrifood sector include the Marine Stewardship
Council’s (MSC) Sustainable Fishing Programs, the Rainforest Alliance’s ECO O.K.
Programs, Social Accountability International (SAI), that is best known for its voluntary
standard and auditing program, SA8000, which is based on ILO (International Labour
Organization) and UN conventions, and the Ethical Trade Initiative (ETI) in the UK.

Concerns regarding CSR are especially pertinent within the agrifood sector since
the sector arguably represents the convergence of human rights, animal rights,
community and environmental issues more than any other group of commodities. As
supermarkets have globalized, their supply chains have become increasingly complex
while at the same time demands by stakeholder communities have become more
challenging to meet. This sector has to confront concerns not only about food safety but
also regarding environmental hazards, genetic engineering, the use of pesticides, child

and forced labor, health and welfare issues related to agricultural laborers, and animal
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welfare. Criticism of the highly concentrated UK food retail sector by NGOs has been
particularly vociferous. Fox and Vorley (2004:v) explain that here:

Supermarkets are accused of driving a ‘race to the bottom’ by

procuring food ‘grown anywhere, anyhow’ without care for standards

of labour, the conservation of wildlife and landscapes, the livelihoods

(or even survival) of family farms, the congestion of roads, the demise

of the high street, the management of waste, the welfare of farm

animals, or the health and food security of neighbourhoods. They are

accused of running huge, centralised distribution systems along
extractive ‘food-in, profits-out’ lines.

Voluntary initiatives designed to regulate corporate behavior have also won
support from some governments, especially in the UK and Western Europe, and among
international organizations, such as the European Union (EU) and the United Nations
(UN). The assumption here is “that firms are capable of policing themselves in the
absence of binding international and national law to regulate corporate behaviour”
(Blowfield and George, 2005:502-503). Furthermore, it is wrong to assume that the
business sector is hostile to CSR. Rather, many corporations favor initiatives that
advocate voluntary self-regulation in lieu of ‘control’ by the state and business
proponents value CSR initiatives as a means of protecting brand-name reputation and
managing economic risk. I now turn to deal with these themes in more detail within the

context of the UK retail food sector.

Retail Power and Retail Strategies

For most of the post-World War II period, food retailing was dominated by regionally
operating companies who sourced products locally through traditional wholesalers and
spot markets. More recently, however, a handful of retailers have emerged as global
giants and come to dominate the food retail sector (see Figure 1). For example,

EurepGAP members Ahold (Netherlands), Tesco (UK), Metro (Germany), and Edeka
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(Germany) are among the top ten global food retailers. In 2004, these top 10 retailers had
combined sales of $840 billion, up from $513.7 billion in 2001. Their sales accounted for
24 percent of the estimated $3.5 trillion global market, up from 18 percent in 2001.
Furthermore, the top 30 food retailers control an estimated 36 percent of the global retail
food market (with revenues of $1,262 billion in 2003/2004) (ETC Group, 2005). Some
experts predict that by 2010 food retailing will be dominated by only 10 major
supermarkets (Fox and Vorley, 2004).

Figure 1: Global market share (%) controlled by the top ten global food retailers (ETC Group,
2005).
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While retail concentration is occurring in most industrialized countries, it is most
pronounced in the UK. Although concentration of the sector began in the 1950s,

consolidation really took off during the 1980s with large-scale deregulation (Hughes
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2005). Hughes (2005:143) argues that a laissez-faire regulatory environment in the UK
meant that “mergers and acquisitions and oligopolistic practice in the [food] sector have
rarely been challenged by the state.” As well, the liberalization of international trade,
intense competition, new communications and transportation technologies, and the
development of new models of operation (i.e., supply chain management) facilitated the
concentration of this sector.

In 1991, the concentration ratio (CR4) of the top four retailers (Tesco, Asda,
Sainsbury’s, Morrisons) stood at around 47 percent (Burt and Sparks, 2003), and by 2004
it reached around 75 percent (a contributing factor was the takeover of Safeway by
Morrisons) (see Figure 2). The largest retailer, Tesco, controls 30 percent of the UK
market alone. Together with Wal-Mart-owned Asda, these two retailers control nearly
half the market.* According to a UK Food Group Briefing a “strong oligopsony (i.e., a
market dominated by a few buyers) is considered to occur when the CR4 rises above
50%” (Tallontire and Vorley, 2005:5). While regional concentration does vary, these
four major chains are national chains, with a presence in every region (Burt and Sparks,

2003).

4 In most developed countries, market share of the top five retailers has increased significantly over the past
10-15 years. For example, the concentration ratio of the top five retailers (CR5) in Germany increased from
45 percent in 1993 to 68 in 2004, in the Netherlands from 52 percent to 68 percent, and in the US from
around 24 percent to 48 percent in 1999.
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Figure 2: Retail market share (by total sales) of UK food retailers in 2005° (Source: Vorley,
2005).
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Market share is a key measure of success in the marketplace (Fox and Vorley,
2006). Certainly, it is widely recognized that these corporations wield an extraordinary
amount of economic and trade power. With greater market share retailers are able to take
advantage of economies of scale to extract better terms from their suppliers through their
centralized supply systems (Henson and Reardon, 2005). The UK Competition
Commission’s (2000) report on supermarkets concluded that there was evidence that UK
supermarkets “were abusing their position of power and engaging in practices that
adversely affected the competitiveness of suppliers” (Tallontire and Vorley, 2005:5). For
example, they found that Tesco with 25 percent of the market share at that time was able
to “consistently obtain discounts from their suppliers 4 percent below the industry
average” (Fox and Vorley, 2006:168). This power together with shifting sourcing

strategies has facilitated the growth in global value chains and improved the bargaining

* Morrisons includes Safeway. Market Share (grocery only) is slightly higher at 76.5 percent.
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power of retailers in their relationships with their suppliers and producers. With the
overwhelming majority of fresh produce sold through retailers, producers have few
options but to deal directly with these chains. Increasingly, these major food retailers
decide who, where, and under what conditions much of the world’s food for export
should be produced and sold.

From the 1980s, retailers began to utilize logistical and distributional innovations
to centralize their procurement and marketing operations. This allowed them to take
advantage of economies of scale. Supply chain management (SCM) has allowed retailers
to achieve considerable rationalization within their supply chains. SCM is a procurement
model that is designed to make the distribution system more efficient by eliminating non-
value-adding transaction costs. For example, new technologies, such as bar codes and
streamlined inventory control, allow retailers to track sales, minimize in-store inventory,
and use ‘just-in-time’ procurement practices (Freidberg, 2004b; Konefal et al.,
forthcoming 2007).

With the move away from fragmented procurement centers towards centralized
supply systems it is no longer cost effective for retailers to deal with many different
suppliers from different locations. Rather than relying on wholesalers and spot markets,
where the supply and quality of fresh fruits and vegetables is often unreliable, retailers
now prefer to deal directly with a small number of suppliers. The aim is to “eradicate
the...uncertainties and variability associated with trade relationships,” especially with

ffresh produce (Freidberg, 2004b:194-195). This can be accomplished by relying on fewer

suppliers who can meet their specific standards in regard to volume, size, variety, quality,
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and consistency of product on a year-round basis (Busch and Bain, 2004; Freidberg,
2004b; Friedberg, 2004; Henson and Reardon, 2005; Barrientos and Dolan, 2006b).
Aside from the cost advantages of using market power to centralize and
streamline their operations, several other important factors came together motivating
retailers to increase control over their supply chains. These stimuli included regulatory
reforms; crises in the agrifood sector that escalated concerns about food safety; the shift
to an economy of qualities; and demands for CSR, which the following sections examine

in more detail.

New Food Safety Regulation

During the 1990s, the UK government and the EU created a regulatory environment that
has proved enormously influential in shaping new private governance structures within
supply chains for fresh produce. Perhaps the most important example of this shift in the
regulatory environment was the UK’s 1990 Food Safety Act. This Act requires retailers
and food processors to demonstrate ‘due diligence’ by doing everything reasonably
possible to ensure the safety and quality of their own-branded products throughout their
supply chains. All fresh produce sold in unpackaged form is now considered to bear the
brand of the retailer. The threat of legal liability encouraged retailers to design and
implement new safety and quality standards and control systems that they could impose
on all their suppliers regardless of their country of origin (Levidow and Bijman, 2002).
Changes to UK and EU policy regarding pesticide residues have also proved to be
influential with respect to private sector governance strategies. The UK government has a
national program for testing pesticide residues that incorporates a policy of ‘naming and

shaming.’ The government requires that the Pesticide Residues Committee (PRC)
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responsible for the program make the results of its surveillance program publicly
available by publishing the results from its residue testing on its website. Within the EU,
all imported fruits and vegetables must comply with the relevant maximum residue levels
(MRLs) for a given active substance in combination with a given commodity (Lee,
2006). The EU has a testing procedure to ensure compliance with MRL tolerances, as
well as a ‘rapid alert system’ that is designed to share information among countries when
MRLs are exceeded. These changes have encouraged retailers to require their suppliers to
adopt cultivation methods that use fewer and supposedly more benign pesticides
(Levidow and Bijman, 2002). More broadly, all exporters to the EU are required to
comply with international agreements governing food safety, such as the WTO’s SPS and
TBT (Technical Barriers to Trade) Agreements, and since January, 2005 all horticultural
imports into the EU have to meet mandatory traceability requirements.

Failure to demonstrate ‘due diligence’ in finding or preventing food safety
problems, or failure to meet MRLs could pose considerable reputational and financial
risks to a retailer. In response, retailers were motivated to increase their level of
monitoring and control over their supply chains. In 1994, retailers began to work with
producer groups in the UK to develop quality management systems (Jaffee and
Masakure, 2005). A first step was to develop an Integrated Crop Management (ICM)
Partnership designed to deal with chemical residues, increase food safety and ensure
environmental sustainability for fruits and vegetables. Under the umbrella of the British
Retail Consortium (BRC) retailers worked together to develop a common set of food
safety standards. In 1998, they created the BRC Food Technical Standard (Jaffee and

Masakure, 2005).
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These examples support the argument made by a number of scholars (Levidow
and Bijman, 2002; Garcia Martinez and Poole, 2004; van der Grijp et al., 2005) that such
private-sector initiatives “do not constitute a regulation-free alternative to public policy”
(van der Grijp et al., 2005:447). Rather, what we find today is “a new paradigm for
stakeholder relationships characterized by complex interactions between public and
private modes of regulation” (Garcia Martinez and Poole, 2004 cited in van der Grijp et
al., 2005:447). Nevertheless, what has changed is that the state tends to play “the role of

facilitator and the market that of regulator” (van der Grijp et al., 2005:447).

Crisis in the UK Agrifood Sector

Imperative to any discussion about changes to retail practices in the UK is the backdrop
of social and political crises that shook the agrifood sector from the mid-1990s — from
‘mad cow’ disease (bovine spongiform encephalopathy, or BSE), to outbreaks of the
potentially fatal foodborne pathogens Salmonella and E. coli 0157:H7. Most recently in
2001, a foot and mouth epidemic spread among the country’s livestock and horrifying
images of funeral pyres of burning livestock and distraught farmers filled the media.
NGOs, the media, and the government placed much of the blame for the crisis on
retailers. Their practice of transporting livestock long distances across the country to
centralized slaughterhouses was seen as largely responsible for the scope and rapid
spread of the disease (Freidberg, 2004a). Overall, these crises created widespread public
anxiety regarding the heath and safety of the food system and compelled many citizens to
question how their food was produced and processed. In response, retailers felt compelled

to monitor food safety within their supply chains more closely by implementing better
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traceability mechanisms as well as intervening more directly in producer practices
(Codron et al., 2005).

Undoubtedly, the most controversial case was that of BSE and the
acknowledgment in 1996 by the government that the consumption of infected meat was
linked to the human equivalent vCJD (variant Creutzfeldt-Jakob disease). This admission
came after years of reassurances that the national beef supply was safe for consumption.
According to the UK’s National Creutzfeldt-Jakob Disease Surveillance Unit, the disease
led to the deaths of some 84 people between 1990 and the end of 2000 (since then a
further 70 people have died). As a result, the government was widely criticized for its
perceived disregard for public safety. Its failure to adequately respond to and be explicit
about the risks associated with BSE fueled public distrust in the government’s ability to
ensure the safety of the food supply. Gaskell et. al., (2001a:295) sum up the
consequences of the BSE experience as follows:

The BSE fiasco raised many concerns beyond the frightening prospect
of vCJD — concerns that are likely to have a lasting impact on public
attitudes to agriculture, food safety and scientific risk assessment. To
their shock, the public learned that modern farming methods had turned
cattle into cannibals.... They learned that there were risks beyond the
grasp of science and that statements by scientists and politicians about

the absence of risk could not always be trusted. And they learned that
what one eats today may lead to dire consequences in years to come.

In light of the BSE/CJD catastrophe, attempts to introduce GM foods amidst
claims by the government and the biotech industry that GM products were safe, were
greeted with trepidation by the general public (Gaskell et al., 2001b). From the mid-
1990s, groups such as Friends of the Earth and Greenpeace began to organize high-
profile protests, consumer education campaigns, and mass boycotts in an effort to

influence consumers and pressure the major supermarkets to reject and stop selling GM
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food (Marsden, 2000). Drawing links between the introduction of GM foods and the
country’s experience with BSE/CJD, anti-GM activists hoped to gain support for their
campaigns by appealing to public anxieties regarding the BSE scandal. For example, they
argued that once again unsafe and untested food was being forced on consumers. These
claims resonated with a broad section of the general public, whose distrust of public food
safety regulators and scientists had made them wary of the claims made by GM
proponents (Barling, 2002).

Campaigns waged by NGOs, together with the massive media coverage that the
issue received, contributed to a significant decline in public support for GM foods. For
example, a Eurobarometer survey on biotechnology found that opposition to GM food
among the British public rose from 33 percent in 1996 to 53 percent in 1999 and that 96
percent of the population thought that these products should be labeled. Schurman (2004)
argues that this shift in survey results in the absence of any GM-related disaster is
evidence of the strong impact that the anti-GM movement had on public opinion.

The public revolt against GM foods put retailers on the defensive, concerned that
a reputational crisis could lead to a loss in company value and a loss of revenues. In
response to the protests and boycotts the leading supermarkets sought to regain public
trust by moving to establish their own product lines free from GMOs. The frozen food
retailer, Iceland, initiated this response by guaranteeing that after 1 May 1998 none of its
own-brand products would contain any GM ingredients. Iceland’s own market research
had demonstrated that over 80 percent of its customers wanted to avoid buying GM foods
(Marsden, 2000). Painting themselves “as a socially responsible corporation,” which had

responded to the demands of their customers, their actions helped put pressure on the
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other major retailers to change their GM food policies (Schurman, 2004:260). Thus, by
1999 despite EU approval of GM grain as safe for use in both food and animal feed, the
main retail chains had excluded GM ingredients from their own-brand products (Levidow

and Bijman, 2002).

An Economy of Qualities

Within the UK, rising incomes, changing demographics (e.g. women working full-time,
growing immigrant populations), and greater concerns about the safety and quality of
food in the wake of major food crises, have helped change the nature of the marketplace
for food (Fulponi, 2006). For example, a Nielsen survey in the late 1990s found that less
than 30 percent of UK respondents said that ‘price’ was the primary factor in choosing a
grocery store (in contrast to 60 percent or more of respondents in France and Spain)
(Jaffee and Masakure, 2005).

In light of these shifts the concept of quality has become central to any discussion
about the strategies and practices of food retailers. As food retailing has become more
oligopolistic retailers prefer to minimize price competition and compete as much as
possible on the basis of other qualities6 (Reardon et al., 2001; Burt and Sparks, 2003;
Busch and Bain, 2004; Henson and Reardon, 2005). Quality refers to the specific |
attributes of the food or commodity, such as safety, appellations, or production processes,
which are emphasized and regulated (Watts, 1997). For major retailers, market power
today is no longer simply a question of market share but it is also about the ability to

define and capture value attributes (Levidow and Bijman, 2002). Schaeffer (1991) argues

S This is not to say that price competition is about to disappear any time soon. Retailers continue to
emphasize their prices in their marketing efforts. For example, Tesco argue that bringing lower prices to
their customers remains a priority and that they have invested £281 million to help them reduce their prices.
Further, Tesco is accused of conducting a price war with its competitors in an attempt to expand market
share. However, retailers recognize that an all out price war is a lose-lose situation.
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that struggles over standards are fierce not because of concerns about the ‘intrinsic’
qualities of the thing but because the standard is about “profit, market share, premium
prices, consumer loyalty and monopoly rents” (cited in Busch, 2000:277).

Retailers seek to differentiate their products based on certain attributes and then
market these qualities to consumers. Thus, instead of merely selling products, more and
more purveyors of goods are selling an experience, a process of production, a brand, and
an image. A banana is no longer simply a banana when it can be marketed as an ‘organic’
banana or a ‘Fairtrade’ banana. Claims about quality are often based on credence
characteristics. Reardon et al. (2001:424) explain:

A credence good is a complex, new product with quality and/or safety
aspects that cannot be known to consumers through sensory inspection
or observation-in-consumption.... The quality and safety characteristics
that constitute credence attributes include the following: (1) food
safety; (2) healthier, more nutritional foods (low-fat, low-salt, etc); (3)
authenticity; (4) production processes that promote a safe environment
and sustainable agriculture; (5) ‘fair trade’ attributes (for example,
working conditions).

Imports of fresh fruits and vegetables have become critical to retailers’
differentiation strategies as they fight for market share. The quality and diversity of fresh
produce is one of the items that will attract a consumer to one store versus another. In
2003, 84 percent of fruit and vegetables sold at retail in the UK was through major
supermarket chains (compared with France where the popularity of open air food stalls
means that supermarket chains only control 37 percent of the market (Jaffee and
Masakure, 2005). Moreover, it is also one of the most profitable items carried by

retailers, “bringing in higher returns per square meter of shelf space than any other major

supermarket category” (Freidberg, 2004b:176).
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As aresult, the global sourcing of fresh fruits and vegetables by major food
retailers has risen dramatically over the past decade. The overwhelming majority of UK
fruit supplies (an estimated 90 percent) now come from imports (Bryt, 2005). Sourcing
globally allows retailers to ensure a continuous year-round supply of most fruits and
vegetables, such as tomatoes, cantaloupes, or artichokes. Imports also allow retailers to
expand their niche produce markets through imports of ‘exotic’ or specialty produce,
such as Chilean cherimoyas or South African baby pineapples (Konefal et al.,
forthcoming 2007). Consumption of fresh fruit in the UK has continued to increase since
the 1970s, which experts believe reflects the wider selection of fruits now available as
well as efforts to get consumers to eat a wider variety of food that is fresh and healthy
(Jaffee and Masakure, 2005; IGD, 2007).

To successfully compete on the basis of quality, retailers must develop their own
institutions, such as brands, labels, standards, or certification systems, that allow them to
emphasize value and market different product attributes to consumers. Private standards
allow corporations the flexibility to encompass a variety of quality attributes that public
standards do not (Farina and Reardon, 2000; Reardon and Berdegue, 2002; Sporleder and
Goldsmith, 2001). Rather than ‘neutral market lubricants,” supermarkets view agrifood
standards as strategic business tools. That is, businesses use private standards today
strategically, whether it is to gain access to new markets, to coordinate their operations,
to provide quality and safety assurance to their consumers, to complement their brands,
or to define niche products and markets (Farina and Reardon, 2000; Giovannucci and

Reardon, 2000; Reardon et al., 2001; Konefal et al., 2005).
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For example, in an effort to respond to concerns about health and the healthiness
of food, retailers are using their private labels to make health claims such as “healthy,”
“natural and organic,” “low-carb,” and “free from” (Konefal ef al., forthcoming 2007).
Tesco (2006) has its Healthy Living range, and its Free From (e.g., wheat, gluten and/or
diary) range — for customers who suffer from food allergies or intolerances, such as nuts
or dairy products. It has also begun to use labels on their products indicating the
glycaemic index and carbohydrate content of foods. Sainsbury’s (2006:20) explains that
its health pledge is to make its own-brand products “as healthy as they can be” by, for
example, removing all hydrogenated fats and setting rigorous targets for reducing salt, fat
and sugar levels in all their own-brand products as part of supporting and promoting a
healthier lifestyle. Its own-brand products include Be Good To Yourself, and Sainsbury’s
Kids, a range of healthier foods (i.e., free from artificial colors and flavorings) aimed at
children.

European retail chains have led the way in establishing brands and labels that are
designed and used to symbolize ‘high’ quality (Quick, 2003).” In the UK, market share of
own-brands is around 50 percent — the highest in Europe (Marsden et al., 2000). In brand
recall surveys, food retailers now have many of the brand names most easily recalled by
consumers (Burt and Sparks, 2003). Own-branded products are seen as strategically
important over manufacturer brands for a number of reasons: They allow retailers to
distinguish their products from their competitors; they enhance a company’s image; they
generate loyalty from customers because they provide assurances about a product’s value

and qualities; they provide retailers with greater control over product marketing and

" In contrast, store brands in the US, such as the Kroger or Meijer brand, were until recently considered
cheap generic substitutes for major labels.

40



development; they help consumers reduce the transaction costs involved in selecting
products; and perhaps most importantly they provide higher profit margins (Henson and
Northen, 1998; Fox and Vorley, 2004) However, as the following sections detail a focus

on quality and branding has proved to be a double-edged sword for retailers.

Contesting the System

The dominance of just a few major retailers has fuelled widespread criticism about their
power and influence in the marketplace. Reports in the UK press have argued that
retailers are “exploiting their market power to the detriment of suppliers and consumers”
(Burt and Sparks, 2003:237). In fact, widespread concerns by the press and others
throughout the mid-to-late 1990s compelled the government to order a Competition
Commission investigation of the sector. Burt and Sparks (2003:237) explain that while
“the Commission found little evidence of abuse of market power in terms of pricing and
profits, it did express concerns over treatment of suppliers.” The Commission’s report did
little to dampen the clamor against these companies. Many feel that public policy in the
UK is not only serving corporate interests but that it is also being excessively influenced
by them. Furthermore, Tesco’s ubiquity “on the high street and in the news”, together
with its size and perception as a bully (Haddleton, 2006:6), makes it a useful symbolic
target for activist campaigns.

Media accounts, investigative reporting, and other studies have played a key role
in supporting and publicizing claims of malpractice in the retail sector. Such research and
reporting has involved a diverse range of organizations, from the Food Ethics Council
(e.g., MacMillan, 2005), the UK Food Group (e.g., Tallontire and Vorley, 2005), as well

as church groups (e.g., Christian Aid, 1999), social activists (e.g., Michaels, 2002;
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Raworth, 2004), and the popular media (e.g., Blythman, 2005). A BBC documentary
Trolley Trouble (2002) critiqued the major retailing oligarchies, contrasting, Freidberg
(2004:176) writes, “shots of decadent abundance—store shelves and kitchen tables
crammed with food, feasting partygoers—with images of monoculture fields and farmers
and small towns ruined by the whims of mega-retailers.” In another example, Greenpeace
wrote A Recipe for Disaster. Supermarkets’ Insatiable Appetite for Seafood (2005),
which compares and ranks UK supermarkets in terms of their sustainable seafood
policies. Greenpeace (2005:7) concludes that despite the assertions being made, retailers
were continuing “to purchase seafood with little consideration for the health of the
seafood stocks they sell and with even less concern for where or how it was caught or for
the impacts on the wider marine environment.”

More recently, retailers have found themselves the targets of internet based
campaigns, the n<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>