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ABSTRACT

This thesis focuses on the creation of private environmental and social regulation through the
interaction of norstate actors in the US market for gold jewellery.iByestigating the role

of business actors in the development of private regulation through their cooperation and
contestation with civil society activists, this study brings a business power lens to the study of
nonstate institutiorbuilding. It focuses ©® a new case and elaborates on current
under standi ngsrdfunditryd g taking a mosekbsild for the sy )
of social movements and applying it to business actors. It seeks to treat agents from the
private sector as political actors in their own right tradesthe effects of industry structures

on the emergence, developmarid impact of the political mobilisation of ethical, specialty,

and diverdied jewellers It argues that business actors face different opportunities for
political leverage during the private institutibnilding process depending on the nature of

the firm within which they are embeddedl. helps explain the variation observed in firm
responses to activist contestation while informing debates over the broader implications of
the increasing emergenad private regulationin the global economyBusiness acirs are
embedded agents, subject to the constraints of industry strucncesnarket forces.
Opportunities for business actors to mobilise firm resources for political purposes varies with
the opportunity windw available to them, whicexpands or contrés with the politicisation

of the market. Therefore, contrary to previous interpretations, civil sooigtiestation can
actually empower institutional entrepreneurs from the private sector to shape the regulatory
landscape. While market forces privilegedb u si ness i nterestsod, and
the autonomy of industry, through learning and leadership there appears to be a cumulative
effect to contentious politics that has the potential to ratghgirivate regulation in both its

depth and bretih of coverage.
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CHAPTER 1z INTRODUCTION

INTRODUCTION

Gold i and the quest for it has always played a prominent role in world affairs. From
driving imperial expansion to underpinning global finance, gold continually makes
appearances throughout world historyinbtl by the ancient Egyptians as ear\ 2880 BC,

gold has historically been a source of power and prestige, maintaining a deep cultural
significance throughout the world (see, for examfernstein, 2000; CRB2009) This
precious substae is sourced from every continent, save Antarctica, while demand is
predominantly driven by jewellgr The impacts of gold mining are significant. It is a source

of subsistence for millions of miners and a major source of revenue for rich and poor
countres alike. It is highly controversial as well, allegedly stunting local development,
destroying local environmentand fuelling conflict in numerous societiddany groups find
regulation of the mining industry inadequate and have taken it upon themsédves
supplement existing official regulation with social and environmental institutions formed
outside the legadtic institutions of the state. Activist groups have begun targeting the
industry directly, utilising shaming tactics and threatening grassastits, but also working

cooperatively with companies to reform industry practices.

Even though activists are most concerned with practices at the site of extraction,
jewellers have become the most targatede in the gold supply chain. Activists hdeen
able to threaten the reputational value of these consfatieg firms, attempting to leverage
the jewellersdé6 demand for gold into an ecor
ethical product. As suchewellers have also been among the mogiaesive actors in the

chain, undertaking leadership roles in creating institutiormutih which collective decisions
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about mitigating the negative impact$ gold production can be taken. However, doubt
remains as to how deep these reforms will go and Hotwwst these institutions will prove to
be.

All firms in the gold supply chain have not been equally receptive to activist
demands. Even when firms do take on a more active and collaborative role-stateon
policymaking, they often do so in different yg with differing preferences for coalition
partners and institutional arrangements, and different capacities to alter industry practices and
the regulatory landscape itself. This is equally true for companies occupying the same node in
the supply chainsuch as retail, as it is for companies operating in different nodes, such as
retailers versus miner3his thesis posits that there are fitevel structures impacting upon
the ways in which firms respond to the politicisation of their market and inviestigjais
proposition through a structured comparison between different firms operating within the US
jewellery market.

The investigation to followconcerns itself withthis ostensibly privategovernance
creation through the interactions of private act@rsd seeks to contributdo our
understanding of the emergence, development, and impact of transnational collective action
in markets. The projeanobilises concepts from the study of business power to trace the
opportunities for business actors to achiewditipal leverage in markets. ladaptsan
analytical model from the studyf social movements, théndustry opportunity structurés
(I0S) model, and appligsto business actors, investigatingw industry structures influence
corporate political mobidiatiort around the social andnvironmental issues within their

market.

'¢KAAd (GKS&AA dzaSa G(KS GSNY WO2NLIERNIGS LI2f MefiNMOT Y204t
to the actorswithin the industrywho attempt to mobilise firmand industryresources for tke purpose of

influencing theirnstitutional environment in the face of countervailing forces. Political mobilisation has been
dzaS¥dz t e RSTFAYSR o0& bSRSEYIYyYy omepyrs LI mymu Fa WiKS
L2 gSN®PQ !'a I 02y 0S Lisdionbatdikaptites ihé activighd doliedtivelattire of 2 6 A £ A

industry responsed 2 L2t AGAOFf O2ydSadtrdAazy GKFry GKS ARSI 2F 02
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BACKGROUND DEBATE

Non-state actors have played a significant role in both the theory and practice of world
politics for some time. A renewed interest in rgiate actors, especially corporations,
International Relations (IRAmerged from the 197@ndmanyin the fieldhave adapted their
approaches to include them (see, for example, Keohane and Nye Jb83&lin & Wallace,
200]). The concomitant rise of International Political Economy (IPE) as a discipline helped
legitimisethis interest for scholars of global politicsee, for example&silpin, 1987; Strange,
1988; Eden, 1991; Vernon, 1998n addition to the study of corporations, scholars began
focusing on how NGOs and other transnational activists influence international policy
processessee, for exampld,ipschutz 1992; Keck& Sikkink, 1998 Betsill & Corell, 2007.

Until very recently, businesdGO relations hadarneredsignificantly less attention, perhaps
because of the continuing statentric nature of political studies in general and IR in
particular(Cox, 1996).However, there is an emerging body of work incorporating business
NGO relations into @alyses of corporate social responsibilityCER), certification
institutions, and corporate campaigns. This thesis contributes new findings and an adapted
approachthrough afirm-level study of variation in corporatesponses to civil society
pressure and their concomitant engagement in the private instihutilcing process.

At the macrdevel, the IOS approach is presented as a contribution to the debate
currently taking place in IR/IPE surrounding the implications of the increasing privatisation
of social and environmental gelation in the global economyOver the st couple of
decadegshere has been an exponential rise in the nurabeonstate regulatorynitiatives

and a related rise in scholarship on the suBj&tith states appearing both unwilling and

emphaseghe process of buildingupport for initiatives while centring on the roté power and the struggles
inherent in the process.

% See, for example, Cutler, Haufler, & Porter (1988ggott Underhill & Bielerd000), Haufler (2001), Hall &
Biersteker @002, Falkner (2003), Pattberg (2005c), Dingwe2®0(7, 2008, and Pattberg & Stripple (20P8



13

unable to regulate globspanning commodity chains, civil society actors have taken to
circumventing state institutions and targeting corporations Hireict an attempt to
incentivise them into changing their sourcing strategies (K&cRikkink, 1998; Bartley,
2003; Schurman, 2004).

While some have interpretetbn-state, omprivate regulation to be indicative of the
neoliberal ideological agenda to weaken the regulatory state (Ford, 2003; Aqnbangley,

2004), others have preferred to conceptualise these activities as opening up political space
outside of the state system in wiithreats to the public iatest may be challenged (Wapner,
1995, 1996, 1997Ruggie, 2004)The first perspective emphasises the political power of
business actors and their ability to neutralise threats {mpting and domesticating attempts

to limit their autonomy. The second perspective emphasises the ability of civil society actors
to fill the gaps in global regulatory coverage through their newfound power and innovative
strategies. The debate has seemed to centre on the extent to which activisésabi to

hold business actors to account outside of satetioned regulatory frameworks or,
conversely, the extent to which business actors are able to control the process of private
institution-building.

All private regulatory initiatives are not eated equal. They take different forms,
serve different functions, and have different impacts. While there are many studies
chronicling the differences amongst initiatives, there remains a need to understand the role of
business actors in shaping theseconotes. How business actors contribute to their
emergence, the extent to which business actors shape the process, and the potential impacts of
the engagement of business actors in global social and environmental regudatains
understudied. As Levy anBgan (2003, p. 804) have argued, the existing literature
corporate political strategy oO0does not ac

responses to societal pressures. o This inc

c
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society contestan outside of state and intstate institutions. Different firms respond in
different ways and these diverse responses are reflected fiortiefunction, and impaaf
the private regulatory initiatives that emerge. Therefore, this thesis arguesouhat
understanding of the causes and consequences of the expanding private regulatory landscape
would be improved by a nuanced account of the multiple ways in which industry responds to
activist pressure, focusing on the collaboration and contestatiorsithpe these emerging
initiatives. This thesis seeks to contribute to this endeavour through a focused comparison of
different types of firmswithin the US jewellery retail markednd investigating the link
between their organisational characteristics aet respective responststhe politicisation
of their industry by civil society activists.

In the casegpresented withinbusiness actor$rom different types of jewellery
retailers have mobiliskthe resources of their firm to engage in 1state institutiorbuilding
along their supply chains. They have mobilised different stratégiescordance witlthe
different economic and institutional constraints they face and, therefore, have had tdifferen
impacts on the procedsin demonstrating the conflict and accommodatitniving the
process,the I0S approachdeveloped withinoffers a nuancedfirm-level account of the
potential impacts of this increasing privatisation of social and environmentgétieg in the

global economy.

® Institutional constraints refer to the channelling effect of institutional structurdefjned here ashe
constituent partof the social, orgaizational, and political environment in which agents operate.
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RESEARCH QUESTION

Corporate responses to social and environmental issues vary greatly. Activists do not always
achieve the corporate responses they seek. Firms adopt policies that do not always meet the
expectations of society and even adopt policies over the objectionthef firms. The
preferences of key decisianakers from the private sector and their ability to implement
these preferences are the outcomes of power relationships mediated by environmental
conditions.Past studies have explained how firms from diffefec&tions along production
chains often respond differently to social and environmental challenges based on their unique
sets of interests (Falkner, 2005; Andree, 30Qkewise, relatedstudies have shown how

firms from different national political envanments often respond differently based on
divergentmodes of organization (Doremus et 4998) and differing lobbying tactics (Coen,
2004) associatesvith the political and industriatultures of their home statgsee also

Newell & Levy, 2006).

However corporate political mobilisation in response to societal demands not only
varies greatly across industries, positions in the supply chain, and national contexts, but also
amongst firms occupying the same position of the supply chain, within the sameahati
market, and even within the same firm over time. This thestks to develop and refine a
conceptual model that can account forwaeys in which different firms, occupying the same
position in the supply chain, respotalcivil society pressurbased on the opportunities and
constraints faced by business actors embedded within #hersuch the research question

asks:

To what extent does thierm-level, industry operating environmenimpact uponthe ways

in which business actors respond to cigibciety pressure in a particular market?
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THE ARGUMENT

Naturally, power is a central concern in IR/IPE and interest in business power has been a core
feature of IPE scholarship for many years. To date, the vast majority of literature on business
power inthe field has been concerned with the power of businesstate institutions,
whether the politics plays out in the national or international realm. But how does business
fare in political contests outside the state system? There remains a need to study the
coalitions and contests between rstate actors whethey seek to create global private
regulation outside of the legalistic institutions of the state. Just as pluralists, Marxists, and
their critics have focused on the relationship between the power of business and the structure
of national political systas, this study concerns itself with the relationship between business
power and the industrial structures that constitute the political field upon which private

regulation is negotiated.

The model developed in this thesis links variation in fievel strictures to variation
in the constraints and opportunities confronting institutional entrepreneurs working within the
private sector and, ultimately, to the ways in which these actors mobilise firm resources for
political purposeslinstitutional entreprenesia r actoré who have an interest in particular
institutional arrangements and who leverage resources to create new institortido
transform eMagusd Hardy & bamrersd) 2004, p. 657)In other words,
instead of traditionallPE accounts that either treéusiness as a moilithic bloc or
anthropomorphised t h e firmbd as amaxunisingt entityy theaapmgloacp r o f i t
undertakenn this thesis emphasises the embedded againgsrvate sector actors. The focus

is on the em@ence ofinstitutional entreprenesrfrom the private sector who engage in

*Thetermseemstohave NA IAY | SR 6AGK t | dzZf 5Aal 33IA2 ompyys LI® mn
arise when organized actors with sufficient resources see in them an opportunitalineénterests that they
gt dzS KAIKE&2Qo
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collaboration and contestation with civil society activists within the environmental constraints

imposed by market forces afidn-level structures

To be perfectly clearhts thesis explores the structural opportunities and constraints
confronting business actors working within firms, with a focois what we can consider
latent leaderswWhile the industrylevel constraints and opportunities facedfiojs arealso
considerd, the thesis focuses on the structural opportunities for and constraints on those
actors working within firms. So while the two are obviously related, this focus on actors
within firms means that the characteristics oé tlirm itself are consideregart of the

operating environment fahese actors.

Corporate political mobilisatioms curtailed by a number of countervailing forces,
including state regulation, activists and other-state actors, as well as divisions within the
industry itself (Falkner2008; Meckling, 2011). This thesis posits that there is an additional
countervailing force to the political power of businassorsthat has beeunderstatedh the
literature, namely, thstructural constraintsnposed by market forceBurthermore, itrgues
that recognition of ta effects of markeforces is crucial to understanding theolitical
leverage of business actors which, in turn, helps explaireriergencedevelopment, and
impact of corporate political mobilisatioffhere are politicalesources lockedp in firms
which activist campajnshelpliberate by creating opportunity windovig business actot®
act politically. These resources include latenstitutional entreprenesmwho now have the
opportunity to innovate, expending finaalcand human resources to pursue political goals

without being punished by the market for doing’ $00.this way, activists empowdausiness

®The concepgof WLI2 f A 08 HAYR26Q | yR WLRtAOE SYiINBLNBYSdIND Kl &
by John Kingdon (1995) among othe.¥a (G KSaia | R2LJia G(KS O2yOSLIi 2F w2LJ
WLRt A08 6AYR26Q Ay 2 NRS Ndtafezontexk ahd iaNEoyfie 10S in&del Heeiopedza S A Y
GAGKAY® I RRAGAZ2YIffe@Y YAYIR2YyQa omMdppI LI uwunod O2yOSL
and around governmentkeefKtSA NJ LINR LJ2al fa yR (GKSAN) az2fdziazya G KI
which is not necessarily the case in the argument put forward in this thesis.
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actors to act politicallypy expanding opportunities for thes®lividualsto influence political

processes by mobilising the resources of their firm.

Civil society activists create a crisis situation through ditaxgeting campaigns, and
this criss fractures theegulatory equilibrium irmarkets. Whethis regulatory equilibum is
fractured, structural constraints break down. Under these conditions, opportunities for
political action appear; it is into these opportunities that policies can be driven utilising the
instrumental power of strategic agents. Individual and colecctioni through coalitions
of individuals and organisations from industry and civil societyacilitate institution
building outside state institution@Pattberg,2005b, 2006). In this way, directargeting
campaignscreate opportunities fanstitutional entreprenesrwithin industry to implement
policies that would not have been possible without campaign pressure. Somewhat ironically
then, under certain conditions civil society direntgeting campaigns actually increase the
political influence ofbusiness actors in nestate institutiorbuilding. Of course, they have
also altered the playing field by moving the goal posts for these political actors from the

private sector.

In the beginning of the privateeguatory process, market forces are fuoeing as
conservative forceby punishing actions that do not abide by the rules of market institutions,
instruments, and logic. This is just as true for corporate actors as it is for-benddulators.
There may be lateninstitutional entreprenesrworking within industries, but they are

equally bound by the dictates of market structures.

At this stage with the underlying logic of the markets unchangedonomic
inducemets are necessary to drive changgposing companies to risk dislodges suigit
constraints and creates an economic incentive for firms to change practices; the greater this

exposure, the greater the capacityifdernal leadership to mobilise the resources of the firm
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for political purposes. In other words, civil societiecttargeting campaigns expand the
opportunities and capacities for industry actors to implement reforms without being
disciplinedby the market. Industry structs now offer opportunities for agents wittiirms

to implement policies that were not feasipte-campaign.

Once these structural constraints amgset, actors working within firms employ
instrumental power in an attempt to shape outcomes. THig isnplementation stage of the
private policy process and the power wielded by corporate actors ws more easily
observable. Operating atd level of the firm, policy leadefsom the private sector work
within and upon firmlevel structures while beinghannelled by economic and institutional

constraints.

One way to think of this igs a push fofirms to regain their privileged position in
markets. Once the industry becomes politicised, market expectatlmarsge and the
structural forceghat once protected firmsow threaten them. To recapture th&liructural
power (i.e. realign their iBtests wih market forcey managersnust adjusfirm practices in
accordance with these new expectationsrder to insulate the firfrom political risk and
avoid being punished by thearket. Once they do this, tipgivileged positionof the firm

outside statenistitutions is restored.

Once the risk is mitigated, structufarces of the market ame-establishedalbeit in
an altered forminstitutional entreprenesicreate new institutions, both intfiam and inter
firm, to consolidate their reinvented positgoand reinstate their structural power. New
markets are generated as new expectations amongst stakeholders take shape and new ways of
doing things become the new standard tf8ostructual constraints of the market bend, but
do not break. Industry gictures channel the process, whalgencydrives initiatives through

the opportunity window framed biyne constraints ofhe particular firm and industrylhis
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explains why we observe a patterned variation in the form of corporate political mobilisation

within industries.

This thesis will show thaa focus on market forces can account for broad patterns
across firm preferencebut it doesnot tell the whole story. To understand why some firms
come to lead the process of private institutaiding, one musalsoconsider the ways in
which activist contestation is interpretélhe risk that activists expose firms to needs to be
interpreted by business actors within the firm. This is because risk, by nature, isbietangi
The need to interpret thesues andhie potential threat they pose to the firm gives managers
tasked with theseattersa certain amount of discretionary power in the policies they choose
to deal with thenf.

This thesis argues thatoming to terms with the broader implications of this
increasing movement toward private regulation requires a deeper understartmganises
and consequences tife ways in which different firms respomal civil society contestation.
This requires focsing on the business actors within firms as the ultimate implementers of
policy and asking why they choose different policies and what the impacts of these different

choices might be.

CONTRIBUTION

By investigating the role of busineastorsin the devéopment of private regulation through
their cooperation and contestation with civil society actors, this study brings a business power
lens to the study of private institutidouilding. It focuses on a new case, the role of jewellers

in the politics of gal , and el aborates on current under

*¢KAA LISNELISOGADBS NB a2 khowrSteetievelBérealickatipgwhieh®esarguesitiey n 0 6 S €
policy implementation comes down to the people who actually implement it. This argument emphasises the
discretionary authority and interpretive ability of frofihe bureaucrats and the immense power and

significant role it allows them in pol implementation (see also Levy & Newell, 2005).
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Sstructur es 0 amodeldsil)for the stutlyaoksocraigmovemsrand applying it
to business actorsThe study traces the dimensions of IQ®sobilising casespecific
empirical findings to analysthe impactof firm-level structuresupon the development of
corporate strategies for mobilising lpically. It seeks to treat business actors as political
agentsin their own right and highlights a hitherto neglected counikng force to the
political power & businessactorsi the market itself. In so doing, this thessmplements
existing studies of CSRecertification initiatives, and corporate campaigns that Hade

investigations into nostate institutiorbuilding to this point.

1) Bringinga business power perspectivepiavate regulation

Business involvement in social and environmental politics has been a popular focus
for management scholars over the last two decades. Studies focused on company CSR
strategieffer insights intathe intra-firm dynamics that contribute to firm preferences. The
maj ority of these studies tend to bwimather
situations (Baron1995, 2001, 2006Porter & van der Linde, 1995a, 1995Bprer &

Kramer, 2002, 2006; Esty& Winston 2006; Heal 2008), how CSR may affedirm
performance (McWilliams & SiegeP000,2001 McWilliams, Siegel & Wright, 2006Paul

& Siegel, 2006; Graff, Zivin &Smal, 2007, whether firms will ever act altruisticgllas
opposed to being profinaximising (Baron 2001; Portne®008; Remhardt, Stavins &
Victor, 2008, the effects of managerial orientation on firm CSR strategy (Godarry,

1995; Blumentritt, 2003 Waldman et al., 2006 the potential tradeff between CSR
pol i ci es an dianmraspoagibaity @arris2001,dRulsn & Barneg 2005, and
reviews that attempt to piece together this diffuse literature (Hillman et al., 2004; Lyon &

Maxwell, 2008) Generally speakinghese studies do wonderful work toward explaining
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individual firm strategy when faced with social and environmental demands but, not
surprisingly from the field of strategic management, they focus on how these decisions
feedback into firm performance add not usually extend their findings to their effects on the

exogenous political landscape.

Additionally, CSR is often presented as unproblematically consistent with and
integrated into the legal norms of corporate governance and fiduciary respon@ibégyn
& O66Mahony, 2008) . This has the effect of
arise when managers are faced with competing demands and attehgrmimnisetheir
responsibility to shareholders with those to the wider society. In oibiels, the literature on
CSR, mirroring corporate CSR statements themselgfien conceals what Mason and
O Mahony (2008, p Gole hé¢urosiB éased by rbadagess staskedh veth
reconciling th& sometimes seemingly irreconcilable responsibilities to shareholders and to

thewider society.

Furthermore, the mainstream literature often glosses over the fact that CSR activities
are, more ofterthan not, theoutcomes of power relationships, namely, stadbetween
activists and business actorseyy & Egan, 2003;Blowfield, 200%). While there is
significant diversity in this vast literature, the tendency is to treat CSR as a technical issue,
overselling the possibilities for political problesnlving though market innovatioalone®
This obscures thpower dimensiorof policies that are oftethe result of political battles
taking place within industries. With industriegposedas political places, it becomes much

easier to envision the possibilitiesdalimits of CSR,the parameters of which are decided

" Of course, there are a small number of political scientists who have penetrated the field, including David
Vogel(2005)who weighs the potential of CSR to contribute effectively to global governancéraagithat it

often falls short as businesses align their CSR strategies to their strategic int8ezstiso Dauvergne & Lister
(2010Db) for a related analysis of the potential and limits of-eeosumerism.

® There are, of course, some exceptions testhile even within management studies: see, for example, Levy &
Egan, 20034amann & Acutt, 2003; Hamaphcutt & Kapelus, 2003Hamann & Kapelus, 2004; Blowfield,
2005a, 2005b; Banerjee, 2008).



23

through power relationships mediated throdigheconomic andnstitutional dictates of the

industry.

2) New casand new focus

This is not to dismiss the burgeoning literatures focused on certification regimes and
corporate campaigns, both of which highlight aspects of the political nature edtaten
institution-building. Certification institutions, usually focused on the mastitutionalised,
third-party varieties, have garnered increasing interest from IR/IPE schelterstend to

bring more of the contentious power dimensions into the equation.

There is a growing body of work concentrating on the certification instituticts th
emerge from KBO-firm interaction Bernstein& Cashore 2000; Cashore, Auld& Newsom
2004; Pattberg200%). This literature is exceedingly relevant to the question at hand as these
studies often include elements linking the characteristics ohdumstry to the governance
strategies that result. Despite a growing number of studies focused on diverse industries, such
as, fisheries (Constan&Bonannq 2000; Cummins2004; Gale2004; Gulbrandser2009),
genetically modified organisms (Skogst2@01; Falkner, 2000; Bail, Falkner & Marquard,
2002; Schurman 2009, and coffee (Muradia& Pelupessy2005; MacDonald2007 Auld,
201() the vast majority of studies are overwhelmingly focused on the forestry indimstry.
fact, DavidVogel (2008, p. 275points out that there have been more studies focused on the
Forest Stewardship Council (FS@nd forestry codes than on all other codes combi@éd.
course, this focus on forestry is easily justified as it is, arguably, the sector with the most

developed anstate regulatory initiatives (Auld, Gulbrandsen & McDermott, 2008).
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These studiesepresent the cutting edge of certificatiamhalarshipand, the critique
of the almost singular focus on forestry wathstanding,they do many things very well.
Groupedtogether based on their focus on certification, they naturally utilise a number of

different theoretical approaches to frame their stualiescover a lot of grount

This thesis complements these efforts by contributing new empirical data from an
understidied case that can be utilised for croxtustry comparisons moving forward. It also
represents somaswdat aof -paah céitfmatian is toding dedeloped
and should be launched imminently, thus far the institutional landscafeedasiominated
by industryled initiatives and a true mulsitakeholder initiative reminiscent of the FSC has

yet to emerge.

By shifting focus from activisted initiatives to industryed varieties, it offers an
account that leans more heavily on the fiperspective than many past studies. It
differentiates between different types of firms within the same industry and suggests how
firm-level structuresaffect howthese different firmsnightengage with, and partpate in the
creation of private regulation | mportantl vy, it also d6édunpacks

which business leadepartici@te in the process, hatlveir approaches differ, why they take

® There have been studies utilising the FSC as a stagkstudy into the relatbnship between this ostensibly
privateinitiative and public policies, usefully demonstrating that a closer examination reveals the fingerprints

of the state at various stages of regime developméralkner, 2003Hysing2010). Crossational

comparative studies have shown how variation between political contegfecifically, the position of a

country in the global economy, the structure of the domestic forestry indyusing the history of forestry on

the public policy agendacanaccount for variation inugpport for the FSC (Cashore, Auld & Newsom, 2003,

2004 see also Cashore & Lawson, 20@udies undertaking cro$ssuecomparisons have offered compelling

explanations for the emergence of certification regimes, for example,Y . I NIt S8 Qa ownnov &iadz
emergence of certification regimes in the apparel and forestry sectors. Additionally, there have been cross

issue studies tracing the diffusion of certification models across issue areas, for example, the design upt

from the FSC in forestry by the KIS fisheries (Gale & Haward, 208ée also Conrg@007)and the

significant cognitive impacts of norm diffusion and institutional learning that accompany these emerging forms

of regulation (Pattberg, 2006 here lave been interesting singiease studies of how the FSC has garnered
AdzFFAOASYG tS3IAlGAYLFOe Ay GKS SeéeSa 2F 02 mfakinigdzaAy Saa |y
I dz{i K 2Q43hdré D020 Bernstein & Cashore, 208#)dies using suppbhain analysis to link NGO

strategies and firm preferences to certification outcomes have offered useful insights (23ras have

those attempting to explain why firmsay or may notelinquish some control over outcomes to these

regimes (Klein1999; Gereffi et al.2001; Bartley2003; Ragie, 2004; Sasser et al., 2006).
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these different approachesnd how these different approaches affect the establishohent

non-state institutions.

Thecertification literaturdends tafocus on the activist campaigns that spawned them
and, as such, is inclined to treat business scigr the target of political actors and not
political actors in their own right. Despite recognition that firms may not only be the cause of
much environmental degradation, but also the potential solution, there continues to be a lack
of attention paid taorporate strategy in studies of global environmental politics (l&vy
Newell, 200%, p.5). Despite recognition of the escalating role firms play instate public
policymaking, the vast majority of existing studies utilise analytical models that doctinse
political strategies and mobilisation of NG@arsus an industrycontinuing to treat business
actos as passive or reactive entitlghis thesis seeks to redress this omission by treating

business actors as political agents operating withinaghtcal field of markets.

3) Applying the 10S model to corporate political mobilisation

The idea that industry structures channel social movement strategies, development, and
effectivenessas beenvell-establishedsee, for example, Schurman, 2008hese structures

also channel the strategies, development, and impact of corporate political mobilisation
responding to these i ssues. Thi s project d

structuresd (1 0OSs) and e x ttieahstrategyi wihen bbusinessh e f i

YSome exceptions that prove the ruleclude Utting, 2005, as well atudies recognisingusiness actors as

purveyors of norms (S&ll Prakash, 2004lohr, Rieth & Schwindenhanem 2007;Meckling; 2009, 2011).

t NEOA2dzAf &8s (GKS tAGSNI (GdiNB KFER GSYRSR (2 2yte O2yaiRS
(Khagram, Riker & Sikkink, 200@nd have even explicitly differentiated between the motivations of

transnational advoacy networks who are driven by shared principled beliefs, epistemic communities who are

motivated by shared causal beliefs, and business actors who pursue instrumental goal& Gdlddkk, 1999).

This thesis takes the position that actors from all sgisesire driven by both interests and ideas (&ell

Prakash, 2004; Meckling, 2009), and these interests and ideas are shaped by both structural andkgemcy

factors.



26

actors respond to a specific issue area or activist campaign and drive change forward through
the channels demarcated by the particular industry structures in which the firm, and the actors
within the firm, are embedded. An 8model is mobilisednd adaptedor the new purpose

of treatingmarkets andirms as comfex political environments within which business actors

often take on leadership roles, in contrast to simply being reactientitigs

This study builds upon thééoretical and empirical work done on business power in
global environmental governance (e.g. L&&yNewell, 2005%; Clapp & Fuchs 2009) and,
even more closely related, recent studies within the business power literature that emphasise
the procesghanneling role of I0Ss(Falkner 2008, 2010a; Meckling2011). Additionally,
there have been a limited number of studies focused predominantly on the contest between
firms and NGOs outside of state institutions that have also utilised insights from the Bteratur
on social movements, concentrating on the direct targeting strategies of activist campaigns

(Schurman, 2004)

This thesis differs in that the focus is flippedhe 10S model is applied to business
actors instead of activists from civil societyrhe réionale is straightforward: the POS/IOS
model was developed to investigate the ways in which the opgeatiironment affected the
ability of activists from social movementis gain poitical influence. Not unlike the activists
in these organisations, dig the political contests betwe@&itzOsand firms, business actors
attempt to gain political influence in their interest ar@dserdore, complementing the work
of scholarsinterested in the opportunitiésat enable and constraints that limit aitical
power of businesst seems appropriate to apply the 10S modethw political activities of
business acterand investigate the ways in which their operating environnespecially

features of the firm itselfffectstheir influence onkte pocess of privatestitution-building.
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Very few studies to date have focused on the relationship between industry structures
and the power dbusiness actors vi&Vis civil society activistsvhen construang regulatory
initiatives and, to my knowledgepne have attempted to understand how industry structures
create and constrain opportunities for cogperpolitical mobilisation Activist campaigns
help ceate the political space for latanstitutional entreprenesrwithin the private sector,
but thesanstitutional entreprenesrare stillfaced withthe opportunities ad constraintghat
their operating environment subjects them. tdherefore, this approach also contributes to
our understanding of the potential and limifsnon-state regulation as ¢nOS approach
helps delineate the parameters for business contributions to social and environmental
regulation as the structural forces operatiithin markets restricts the political activities of
actors working within themHowever, the approach also shows how activists are able to
manufacture opportunities, thereby expanding the parameters foessiactors to contribute

to privateregulatory regimes.

The approach switches the focus fralmvers of firm preference formabin to the
opportunitiesavailablefor institutional entreprenesrto mobilise firm resources for political
purposes. It argues that firm responses can best be explained through the collaboration and
contestation between agents from business and civil tgodketivists play a role by
expanding, and even creating, the opportunity structures through which business actors march
the politically mobilised firm. Such an approach recognises that business actitem@hle
to maintain control of th@rivate insitution-building process, but thisloes not necessarily
lead to wealregulation Civil society actors are criticalontributors to the process, but can
rarely force business actors to give up autonomy or otheoeis@romise their market goals.
Thereforethe IOS approachiecogniseghe fundamental role of business actors as agents of
change, but emphasises the embedded nature of their agency and the enabling effect of civil

societyaction against their industry.
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RESEARCH DESIGN

The study extends existingiudies of business power angportunity structures from the
public to privateregulatoryrealm, from industrjevel analyses to the level of the firfinom
firm-level to intrafirm dynamics and from initid activist targeting through to the political

contests that shape policy outcomes.

The study utilises both processcing and comparative case study methods to infer
causality. It seeks to understand the causal mechanisms connecting industry structures to
policy oucomes and so a procesacing approach is the most appropriate method. On the
one hand, this is a within case analysis of the US gold jewellery industry. On the other hand,
the study utilises multiple casegdtpopG&eomnger L
Bennett, 2005)underaking a structured comparison betwéeree jewellery retail categories

at the firmlevel.

Historical processgracing

This project adapts a model from the study of satialements and applies it to business
actos, investigatinghow industry structures impact upon the emergence and development of
corporate political mobilisation in a particular markéthese structures are multi
dimensional, comprising both economic and institutional dimensidBsategies are pushed
forward by agents, but channelled through structures. Therefore, historical gracess is

the natural methodological choice as it lends itself to uncovering the layers of complex multi

causality present in social phenomena, including the organisati@eaionmaking and

1 As implied in the preceding discussion of institutional structures, institutionagiléions are defined here
as dimensions of theocial, organizationahnd poltical environment in which agentsperate
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political action of corporate actot$As Brint and Karabe1991, p. 346 r gue, 6] a] k e
of the institutional analyst is to specify [the power structures and opportunity field] faced by
decisionmakers and to show how they shape and constrain the pattern of development of
organisations operating within a particular fiefsince organisational forms develop over

time, such an analysis will almost necessarily be histarical c har act er . 6

Furthermore, analyses of firm responses to civil society demands must not simply
infer firm preferences and influence from a post hoc caticel between the observed
outcomes and a preconceived n& tPierson 20@2Y. t he
Interests change with the evolution of institutions and policies, positions may be strategic
rather than reflect actual preferences and, thexefautcomes can end up anywhere along a

continuum between their initial position and the negotiated result (H&cR&zrson 2002).

All social interaction is influenced by previous events, encounters, and interpretations;
an historical approach is necass to capture the interplay between economic and
institutiond opportunities, the effects of learning and the development of policies through

trial and error, imitation and innovation (see, for example, Hobden, 1998).

By utilising historical processacing, the study avoids promoting an invariant
approach to the analysis of structures by leaving conceptual room for actors to not only work
within these structures, but also upon them. It is sensitive to structures changing over time
and so escapes the trap privileging and naturalising the current status ,quhich isa

danger wheseparating case from context.

Therefore, an appropriate approach to interpreting firm preference formation,
decisionmaking and influence must begin with an historical analytkiat considers the

history of the firm, its past interactions with political issues, and the evolution of its response

2 For indepth analyses of the process tracing approach see Collier, 2011.
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to the issue at hand. To overcome one of the major limitations of such as approach, the
inability to make robust general claims acrossses, this study also incorporates a
comparative element in order to maximise the theoretical contribution without compromising

context and nuance.

Levels of analysis

Following from studies on markéiased activist campaigns, induskeyel analyses can
explain how NGOs create leverage when targeting firms, which is where most studies stop.
These studies have demonstrated the parameters of NGO action at the beginning of activist
attention and have shown how this pressure affects the most vulnerablealmgsthe

supply chain. Howevetp improve understandings of how firm structures impact upon firm
responses to civil society pressueguires extending the investigation from the level of the
commodity chain to the level of product markets, individuah$ working within them, and

even inside these firnisas, along with structuraharacteristics of the commodity chain and
product market, the actions of agents operating within firms will also be channelled by the

structural characteristics of the firnself.

If there are clear patterns between firm preferences for engagement across the
industry, we can be reasonably confident that there are structural elements at the-industry
level that are channelling the engagement of firms. If there are no suchgatefirm
engagement, then we can conclude that little can be gained from treating firms as unitary
actors under these circumstances. Therefiire, firmdmust be unpacked as there are clearly
firm-level forces impacting upon firm engagement. These lalla mixture of economic and
institutional considerations based a@am t he

organisational characteristics. In other words, inconsistent engagement by firms operating in
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the same market points fom-specific, inte-organisationalfactors as keyo explaining
political strategy. The specific factors can only be delineated through close study, but we can
look for patterns across firms for clues as to which factors have the most impact on strategies.
As such, this suy seeks to generate and refine an IOS model that can help account for the
corporate political mobilisation of different types of firms, using the comparative case

findings to test and refine the model itself.

CASE SELECTION

There are a number of reasdhs study concerns itself with only one industry and these go
beyond simply the time and resource limitations of any research prbjecgoal is to collect
empirical data to conduct the historical proewgasing and keep the potéeadt explanatory
variables to a minimum for the comparative element, including keeping the political issues of
the market relatively constanthis will, in turn, help generate firievel findings, against
which we can evaluate the explanatory power of the indidsteed propositions of the 10S

model.

As one of the first attempts to apply the business power perspective staten
institution-building and to appropriate a model designed for social movements and apply it to
firms, there is a need for significant groundwork before enodgstry comparisons can be
carried out. The immediate need is to gather rich empirical data in ordentiyidend sort

themechanisms shaping firactions and influence.

Focusing on the politics of private regulation formation in a single industry allows for
a firm-to-firm comparison to be carried out under relatively controlled empirical conditions.

A within-case analysis of theocial and environmental politics of gglewellery holds the
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product, market, and commodity chain context constant. It also holds the political pressures
within the market constant as this tends to vary with the commodity and conshariest
targeted as ell as with the strategies employed by activists and the resources they have at

their disposal.

Why focus on the industry and not the issue area?

This study takes the industry as its empirical focus instead of focusing on an isswiene

as climate change, ozone depletion, or deforest&tidhis conscious design decision offers
a different set of research opportunities than emodsstry analyses that take one or more
issue areas as their starting point. The advantages of sugbpeyach rest on a number of

theoretical propositions.

In addition to allowing for a more structured crdissm comparison as mentioned
above, it allows for an hdepth historical perspective on corporate political mobilisation,
which offers a deeper undganding of its emergence and development across firms, but also
across issues for each firm. It aids in developing a nuanced understanding-sietinc
differences that influence responségms are interested in risk mitigation and marketing
across issue aread®/hen confronted with a new political issue area, business actors build
from past experiences and work from within, and upon, institutions developed from these

experiences.

Institutions within their industry have substantial influencelarsiness actors. This is

their organiational field from where they take cues, appropriate models, and engage directly

3 Auld (2010b) offers a thoughtful analysis of the potertiatie-offs of the movement from territorially
based governance to more parochial, ishssed governance (i.e. industry certifications), the limitations of
which are reflected to some degree in studies that do not consider the effect of-m®$s stratgy, learning,
and institutional fit with firms and industries.
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on a regular basi¥. The social relations between colleagues, customers, compgsid
critics1 as well as the formal and informal rules that govern these interatctiaethe key

to understanding business respondesonstitutes the permissive social environment in
which these agents act and so a focusboth industry and esgcially, firm-level social
structureswill allow for a better understanding of the sesitonomous activities of the

actors within.

Why the US market for gold jewellery?

The jewellery industry makes for an interesting and important case for many reasons. As
mentioned above, we can observe variation in firm responses to NGO pressure in most
industries and th&S market for gold jewellergffers a valuable mix dboth firm types and
corporate regmses for our study. There is an active campaignNthd®irty Gold (NDG)
campaign, targeting the jewellery industry as the most branded node in the supply chain. This
is because gold, and the processes required to meet the demand for it, is socially and
environmentally significant on a global scale with vast and variable impaespecially for
developing countries and indigenous populations in areas that produce it. To battle the images
put forth by activist gr o u pesindesfry hasdeaspomndgd gol d
with a number of proposals, including internal CSR initiatives and an active effort toward
externally monitored social and environmental certification of tmencodity. The evolving
regulatorylandscape of thegold sectordemonstates a strong industry focus on private
regulationas they attempt to reconcile the mitigation of social and environmental issues with

the requisites aohdustry structur@and market strategy.

Yy 2NBLFYAALGA2Y sefs of briafitafonsithit, ilRtBeTaggyedate, condtitutd a recognized area
of institutional life; key suppliers, resource and product consumers, regylagencies, and other
organizations that produce similar services or prodicts6 5A al 33A2 g t 2SSttt mMpyox LI®
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The US jewellery market has been chosen the studyas the N5 campaign,
although global in the scope of its ultimate goal of mitigating the negative effects of mining
worldwide, is based in the US, as are most of the jewellers it tangetder to further focus
the study and limit the variables in platywas decided to limit cases to US companies and so
keep the national institutional context of the firms constaithe US market is the largest
jewellery market in the world, accounting for over 40 per cent of the worldwide market by
sales (IDEX, 2011)Therefoe, theUS contextoffera gr eat er number of
jewellers than any other jurisdiction, which allows for the selection of an appropriate range of

business models

Why study lead firms?

The three casdsaclude firms fromeach ofthreebasiccategorieof jewellerswithin the US
jewellery market, with an emphasis on the lead firms from each. There are many benefits to
focusing on lead firms across categories, specifically, the cases represent the full range of
firm types within the industryt allows for a focus on institutional entrepreneurs and controls

for isomorphic effects, it provides an opportunity to analyse both the potential and limits of
the mobilisation of various types of firms, and lends itselfesting and refining the 10S
model againswariation both across and within the different categories of firms present in the

industry.

The first category is made up of the relatively small number of boutephéeal

jewellers that have entered the market in response to growing consumer demand for

*|n contrast to this approach, see Cashore & Vertinsky (2000) for a study on the effects of different
governance systems on firm response®xternal pressure.

t
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responsibly sourced jewellet§ While they are clearly political actors, many less obviously
engaged firms havalsomobilised since the market became politicised. This includes those

from each side of the greatest division in the jewellery industry, namely, that running
betweenspecialty jewellerand morediversified jewellersthe latter of which are firms that

sell large quantities of gold jewellery along with many other,-redated items. While the
household names synonymous with jewellery tend to fall into the specialty category, most of
the worl ddés | argest sell ers ofry dgnddctdsevereoive |l | er
the nine largest UBased jewellers are diversified retailers while the remaining two are
specialty retailers (Hoovers, 2011)Therefore, a representative firm from each of the three

categories will command the focus of the study.

The responses of jewellers to the issue o
these divisions and, to a lesser extent, within each category. The study focuses on
representative firms in each category in order to give a detailed and histerndatiyed
account of actors and events that will allow for asdépth, firmito-firm comparison. The
companies included in the study could all be considered leaders in their respective camps

even though their response time and approach to political mobifisdiffer markedly.

While referencing the similarities and differences within each category, focusing on
lead firmsi firms that are actively engaged in the politics of the seictalows for the
tracing of agency through the opportunity window thatvastt pressure has opened. Lead

firms illustrate how institutional entrepreneurs within them push forward with collective

YerkAad (KS&AAA sAff FR2LIG GKS GSNY WSGHIKAOIt 2S856StfSND ¢
differentiated themselves based on their social and environmental commitments and the impacts of their

business practices. The tefimused for convenience and should not be taken to imply that jewellers who are

not in this category are not ethical.

" This includeSterling Jewelersvhich places second al-Mart with annual sales at about USD 2.557

(Hoovers, 2011). Howevesterlingis actuallythe parent company of | 8V-ANJBuii@ea additional store

brandsin the US. Its size is, therefore, a function of it representing twelve retail store brands. It ésfalge

owned subsidiar of Signet Jewelleris the UK, makig it somewhat of a unique company and a less than

perfect choice to represent US specialty jewellers.
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action and, of equal significance, how these actions are shaped and constrained by the
requisites of the industry. Past studies oécktargeting campaigns in other industries have
tended to treat firms as reactive actors acquiescing to activist demands. Such studies offer a
general idea of why some firms comply, but they underplay the role of business leaders in the
design and implenmgation of these initiatives and do not indicate what the limits to corporate
political activity in markets are, nor do they suggest that such limits exist. While campaign
pressure usually forces even woble laggards in the targeted industry to at leasbgnise

the potential link between its business practices and the social and environmental issues
highlighted by activists, of significant concern for this studipiglentify the limits faced by

policy leaders in accordance with the IOSs particulahea firm categoryDemarcating the

outer edge of the opportunity window available to corporate actors and identifying the limits
to corporate political mobilisation requires tracing the political process from the perspective

of lead firms and the actowgho drive them.

An additional reason to focus on lead firm is to control for imitation. Organisational
sociology scholars have shown how many firms will imitate the policies of lead firms,
especially under conditions of uncertaifitguch as the politicis@n of markets by activists
(see, for example, DiMaggio & Powell, 1983, 1991). In fact, it is this uncertainty that makes
the guidance of institutional elements, such as corporate culture and leadership, so important
once activists have opened the oppaotiu window by leveraging a threat. In these
circumstances, ther e ar e no clearly 6corr ¢
mobilisation, so while firrdevel structures demarcate the field of possibility, it is the policy
leaders within their respectav categories that find the limits of corporate political

mobilisation while many of the latmovers simply follow!® By focusing on lead firms, we

'8 Early adopters of organisational innovations may do so to improve performance or mitigate risk, but these
new processes may become infused with valugt poes beyond the technical requirements and strategic
motivations behind the task at hand (SelznitR57, p. 17; DiMaggio Rowell 1991, p65). As organisational
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hold these processes constant and instead concentrate on those institutional entrepreneurs
who manage to moligle the resources of their firm in line with the opportunity windows

activists open.

Additionally, we can leverage the findings from a smmallqualitative study by
focusing on lead firms from each category as it allows for comparison both across and withi
categories of firms operating within the same market. Wheomes time to analyse the
observedvariationin corporate political mobilisatioamongst firms from th&S jewellery
marketi firms from thesame industry, occupying the same position in tieglyction chain,
and operating in the same national maikene must consider two types of variation. The
first type of variation refers to what we might expect across different categories of firms. In
other words, we might expect some variation in hamgi respond to activist contestation
across firms that have different business models and market strategies. The second type of
variation refers to variation within each category of firm. In other words, we might expect
some variation across like@ms in their speed and depth of engagement with political issues.
Choosing representative firms from each category will allow for both types of variation to be

explored.

During thecasechaptersthe approach could be described as thepiged process
tracingthat focuses on the lead firms, but involves some comparison between firms within
each categoryvith a certain amount of comparis@etween the different categorias we
gather informationDuring the cros€ase comparison in chapter seven, thdifigs fom the

case chapters will beomparedin a more structured manner to distil and expand on the

sociologists have shown, innovation that may have originally been adopted for stragagimns may spread to
other firms who then adopt these innovations not for strategic reasons, but because adoption provides
legitimacyor a normatively sanctioned model they can copy in the face of uncertainty (MelRawéan 1977;
DiMaggio &owel| 1991, p. 65).0r, from a more economic perspective, other firms may follow once they
benchmark best practices and run a cbshefit evaluation of their options based on the responses of their
competitors (Porter, 1996; Dobbin & Baum, 2005)
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findings from the cases. The first goal of this chapter wilidoeirtherevaluate and refine the
propositions of the 10S model against tbbserveddifferencesacrossthe three firm

categories The second goal will be to further expldwow the leadfirms came to be so
engagedhrough theobservedsimilarities between themClearly, in addition to the benefits
listed herethere arealsosome sacrifices involveith choosingsuch an approach, which will

be discussed in the section on generalizability below.

WhyBrilliant Earth, Tiffany & Co.,and WalMart?

Brilliant Earth is a small, pvate company specialising in ethigalellery. The company

was officially I aunched after the NDG campa
political issue that the industry was just beginning to deal with. The company was formed as
a direct response to the severity of the issuesectl® the jewellery supply chain and the

lack of certified ethical jewellers in the marketplace. The NDG campaign created the
opportunity window for the private sector to mobilise andBh#iant Earth founders drove

their idea through this openingef-proclaimed, ethical jewellergpresent thenost obvious

form of corporate political mobilisation and constitute a more recently established, but
politically significant divisionwithin the jewellery retail sector. In many different industries,
these botigue manufacturers and retailers constitteimportant response from the private
sectorto the politicisation of their markefs a firm overtly aempting to shape the political
landscape of the jewellery supply chdmilliant Earth is an interestingounterbalance to the

other two cases; instead of struggling to reform their supply chain to bring it in line with the
requisites of responsible gold sourcing, the company has designed its supply chain to exceed
these standards from its inception, whitlbvas us to contrast this form of corporate political

mobilisationwith those of its larger rivals and to investigate the potential and limits of such
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an approach. While certainly constituting a niche market, there have been a number of

similarly smallpri vat e |j ewel |l ers emerging .to fill the

The specialty jeweller category includes those household names we normally
associate with fine jewellery and fashithAs we will find, these jewellers have been
generally proactive throughh e cr eati on of an industry groud
counter activist claimgliffanyis a very interesting case as the company seems to have taken
onboard the suggestions of the campaigners and gone even further than expected. By
actually lolbying for increased regulation they have arguably reached the pinnacle of CSR;
by pushing to make standards legally binding they have acted couriber éapectations of
thosewho arguethat corporations embrace CSR and other forms ofstate regulatiorio
avoid hard regulation by the state (see, for example, Rowe, 2088B).company was
certainly a firstmover within its category so it will be important to ask not only why
specialty jewellers have been quite active in their political mobilisation Isot, \ahyTiffany
seems to have led the pack and what this can tell us about the sources and limits of this

engagement.

We will see that diversified jewellers have shown slightly more varied responses as a
group, but the general trajectory seems to be wwaveaker, more individualised political
mobilisation WakMart is a company that initially ignored campaign pressure, but has since
become one of the most actively engaged diversified retailers. @herpotentially many
lessonstolearhr om studying the companyds response
point and reasons it came to be involved in the politics of gold as well as the development of
its approach and impact. The company sas gned on to the dDG ca

stardards, theGolden Rulesbut opted for iFhouse, private labellingialMart makes an

Y While there are may thousands of independent designers and retailers of jeweitetiie US marketthey
have not been targeted directly by activists and have generally been much less involved in the politics of gold.
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excellent case for a couple of reasons. First, they are one of the largest companies in the
world and the largest gold jewellery retailer in the W&rket by sales (GFM&010) and,
therefore, their political mobilisation within any market is signific&gcond, they represent

a diversified retailer that many analysts did not expect to become engaged in the politics of
gold and so offer a chance to investigate why thexe H@ecome involved, how they have
become involved, and what such a large and diversified retailer can contribute to the

regulatory architecturef the goldcommoditychain.

DATA COLLECTION AND ANALYSIS

Data sources for the corporate cases were gatheredifidustry grey literature, including
CSR statements, annual reports, financial statememts other investor reports while
validation and additional information has been gathered through interviews with top
managers, analystand consultants. This iofmation has been verified against official
documents, press releasasd interviews with relevant NGOs and campaigners. Publications
of and discussions with industry groups working on these issues were also valuable sources
of information as were discussions that took place atlttiernational Jewellery London
trade show TheBritish Library of Political and Economic Sciene¢ theLondon School of
Economics the Business and IP Centrat the British Library, and theThomas J. Long
Busiress Libraryat Haas Business Schoat UC Berkeleyhave proven to hold a wealth of
information on the jewellery industry through their catalogues, industry gumles

databases.

The vast majority of primary source data has been obtained from key infermant
industry, civil societyand government. A total af4 semistructured, elite interviews ave

conducted, averaging abo@0 minutes each. Most of these interviews were conducted in
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person in London, New York City, Washington DC, San Francisco andoiBeit¢,
Arkansas while phone and email interviews were used for additional locations. The
interviewees were asked similar questions from a topic sheet, but were also encouraged to
recount events and motivations from their own perspective. As intervieagregsed,
accounts were corroborated amongstrimi@ants. Mostn-person interviews were documented
through audio recordings and later transcribed for coding. The coding for interview
transcription was based on the I0OS framew@@&velopedin chapter twa) paying special
attention to both economic andstitutional elements present in the process while piecing
together the critical events, characteasd considerations that led to decisions and actions

being taken.

Added to these formal interviews were dag®f email correspondence with industry
actors and various stakeholders that did not result in personal interviews, but still informed
the study by supplying insights into why various actors and organisations were either not able
or not willing to partigbate in the study. Scarce time and resources were often cited, but so
were risks to personal job security or the reputational risks faced by the firms. Some simply
claimed that becoming involved in politics or academic studies was not the way they did
bushess. Naturally, there were many dozens of unreturned calls, voicemails, and email

inquiries on top of this.

Such is the sensitivity of industry information and reputaticespecially in the
notoriously secretive jewellery industrgome informants parfjgated on the condition that
the information they offered not be attributed to either them or their organisation in the final
copy of the thesis. While this was the secbedt option, the information collected under
these conditions was used as backgraaf@mation and for the corroboration of evers.

an additional safeguard for the participants, the author has decided to siteplipy
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organisation or generic position the published texf For the purpose of the PhD degree

being sought, the examiners will be given a full list of sources in confidence.

Interviewee sampling method

The goal of the elitdevel interviewing undertaken for this project was to speak with the
actors who actuallyarticipated in the events under investigation. These actors could speak to
the informal processes and deliberations that preceded the outcomes and are often omitted
from official accounts, which made ngmobability sampling the most appropriate method

(see, for example, Tansey 2007).

Non-probability sampling is a type of purposive sampling where key informants who
played a role in the event aselected based on positional critefiae sampling forthis study
was conducted in three ways: informawesre chosen based on their position initidstry
or civil society organisatioand the nature of the position they held, by their familiarity with
the issues involved, and by their direct participation and influence on the series of events
documented whin this text. This was, of course, restricted by availability of informants and
their willingness to participateldentifying highvalue informants, especially in the early
stages, was achieved by trawling grey literature: industry journals and guideg,ani sat i on
websites and publications, mainstream media articles, and workshop participation lists.
Additionall vy, once interviewing commenced,
reputational criteria could be used by which informants identifiedrgiotential interviewees
and, in some cases, referred the interviewer to {tiBdemnacki & Waldorf, 1981Atkinson &

Flint, 2001).

? |nterviews are cited by organisation in most caseg,ly generic position for very small organisations and
when requested by the interviewee.



43

Generalizability

One of the major concerns with rprobability and snowball sampling is that thean
introduce selectionbias. This selection bias leads to an inability to make robust
generalisations about a larger population. It is important to note that the interviewees were
not chosen by random sampling or some other form of representative sampling as the goal is
not to generalise about a wider population of actors in these positions so much as it is to
reconstruct a series of events, corroborate information, and establish what participants
thought about the processes and events as well as how they proceeded to pantitheate
process.So while both nonprobability and snowball sampling have their drawbacks, they
allow for control over the selection proceand access to key actors ensurethey are
included in the aamlysis and firshand data cabe obtainedCrucially, the goal of process
tracingi and this study in particular is to reconstruct highly specific events and make
judgmentsabout the processes and mechanisms connextings, actions, and outcongse
Tansey, 2007 for a lengthier discussiontbis point). Ther ef or e, if the res

remain within these parameters, anobability sampling is a highly effective method.

In addition to thepotential forselection bias inherent thesesamplingmethods the
generalizability of this studys limited by many of the limiting factors that have been
included in the case selection criteria in order to reduce the varithles firm-level
investigation This isa withincase analysis witlan indepth comparative cagémension
involving a smallnumber of caseslt representonly one industry, and although the
campaign has a global focus, the corporations have global reach, and the effects of the
governance initiatives have global implicatidnghe protagonist orgasations all hail from
onecountry, which quite obviously limits the extent to which the findings can be generalized
across institutional settings. However, this preliminary smatudy could set up a theery

testing projecthroughalargeN analysiswith cases chosen to vattye explanatory variables
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across industries drfirms at a later time, whicloald allow for stronger causal inferences

the individualvariables themselves

The focus on lead firms also constitutes a potential source of bias. It will naturally
skew results toward an emphasis on proactive firms and away from intransigent firms. The
jewellery industry includes a number of laggards and while their disinterest is documented
and explored, there are inherent difficulties in including these firms in a mongrebensive
manner.One problem is that there often is not much activity (by definition) to report on and,
even though this apparent intransigence may be of interest to analysts, business actors that do
not engage in these issues also tend not to engagsdarch attempting to explain why this
might be the casé¢lowever, the patterns of firm commitmetie studywill uncover within
each category of firm will show significant similarities between ¢henmitmentsof like-
firms. This suggests that eitheretihesponses of lead firms, though they tended to be first
movers and engage more deeply with the issues, are either appropriate representatiens of like
firms or, alternatively, that they influenced their peers to the point of imitation. Either way,
with the goals of the study in mind and the necessity of investigating only a very small
number of firms to conduct the historical process tracing, a focus on lead firms remains

appropriate.

The elephant in the room when it comesthe ability to generalise fronthese
findings of course stems from the historical progeassing approach. The major benefits of
historical proces$racing are also its main weaknessvhen it comes to social scientific
approaches, namely, its context specificity and room for agesssd explanations. While
the previous discussion hdisted the many benefits of an approach that recognises the

significance of the autonomous activities

L An additional option for testing could inke@ a smath analysis that included a larger number of cases
chosen within narrower parameters to further limit the nber of variables.
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general claims about what agents do with the amono t hey possessod (Lake
2006,p. 344) In other words, historical analysis of this kitdes not lend itself to producing

widely generalizable and parsimonious theories (Checkel,, Z#y. Nor does it attempt

to; it does not attempt tmlentify single and independent causal variables as necessary or
sufficient (see for example, King, Keohane, & Verba, 1994), but instead produces causal
narratives that fall somewhere in between generalizable laws and thick description (Elster,

1998; seelao Meckling, 2009).

By using this approach, this thesis accepts this todidén order to capture the
6compl ex causalityd of the soci al events un
product of multiple causal factors and overlapping conditi@sorge & Bennett, 2004).

However, this thesis does attempt to leverage its findings by incorporating a comparative
approach within the controlled environment of the single case study. By comparing across
different types of firms, this study attempts tee@ome some of the limitatiord historical
procesdracing, generating findings anddentifying patterns that can contribute tbe
development ofa more generalizable theoffom the particulars of the case, namely, the
firm-level opportunities that ktcture business actor agency when responding to civil society

contestation.

THESIS ORGANISATION

The contents of the thesis are divided into eight chapteas introduction, a conceptual
framework, a background chaptesn the political economy of goldhree irdepth case

studies, a crossase comparison of findings, and the conclusion.
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Chapter two builds the conceptual framework for the study. It drawshiee
literatures, namely, thodecused on business power, social movements, and organisational
sociology. It begins by reviewing the major theoretical divisions in the business power
literature before finding some room for conciliation between thephaalist and neo
Marxist traditions, both of which emphasise a privileged, but qualified, position for business
actors in public policymaking. From this vantage point, the chapter discusses the dimensions
of business power, both structural and instrumeasalvell as economic and institutal,
before transferring the findings from studies focused on the state to the political role for
business actors in nestate institutiorbuilding. It mobilises a framework from the study of
social movements anddapts it for the study of business astddrawing from the social
movements literature and incorporating findings frame study of business power and
organisational sociology, it builds a moa¢lembedded agendlgat considers both economic
and institutional dimensions tohe operational envonmentof private sectornstitutional
entreprenewr that channel the emergence, development, and impact of corporate political

mobilisation.

Chapter three begins the empirical portion of the thesis from an indertly
perspective of the global gold monodity chain. It demonstrates how the structure of
commodity chains affects the power dynamics between actors along the chain, including its
aspiring regulators. Glokgpanning production chains create new challenges, but also new
opportunities, for polig interventions(Levy, 2008) It suggests that the regulation of
commodity chains requires a deep knowledge of their economic geography and exhibits
where opportunities for political action exist along the gold commodity chain. The civil
society groups tgeting firms along these chains find the weak link at the retail node and rely
on marketdriven responses to ripple upstream to the mining companies. This politicises the

industry, fracturing the structural forces that maintéie status quo by introdugrconflict
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into the equationAlthough the chapter finds that the complexity of the industry means the
activist threat to business interests is extremely intangible, jewellers have still mobilised to
meet the challengeThe findings suggest that industevel analyses are effective in
answering why, where, and how direct targeting can lead togelsan industry practice, but
cannot account fowariation in howtargeted firns respond to the pressure or in their

contributions to the noeatate institutiorbuilding process.

Chapters four, five, and six undertake case studies in order to ledenrstand how
firms form preferences for institutions and how successful they are at implementing these
preferencesThese chaptemnust ur ade apprate moktiélt nwbilisatoa r
as firms exert their instrumental power to fill the political space created by activists and to
(re)establish their position by realigning theireir@sts with the structural forced the
market. Chapter four is a study of eéhethicaljewellers and focuses in ddrilliant Earth.
Chapter five investigates the specialty jewellers and focusdsffamy. Chapter six focuses
on the diversified retailers of jewellery and us®#alMart as the representative case. Each
case chapter traces they phase of the privateinstitutionbuilding process &m the
perspective of the firm, following the same basic model.

The first section of each case chafitegins by establishing the expectaidhe 10S
model woul d suggest for t hat type of firmod:
compares it to a snapshot of responses within the category of jeweller. Once these patterns
are &plained, the chapters thesstablishthe context within whichthe lead companies
confronted thechale nge of o6di rty g opedpective todhe anfilysis.it an |
begins with brief company profiles before outlining the history of each firm with civil society
contestationi n gener al a n din paitidular. Itéstiaws how eagho firnd Ibas
responded to the challenge in very different ways and attributes their initial responses to the

lessons they have learned from previous conflicts. It shows that analysts would be unable to
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make sense of the padiar position each firm has taken and the ways in which they have
mobilised politically without a clear understandingtlogir recent past and experiences with
politics not directly related to gold.

The secondectionof each case chapter focuse®imthe f ilavehd sngagement
and strength of commitmentstilising the casespecific findings to evaluate the theoretical
propositions of the 1I0S modelThe modeloutlines the complex interplayetween the
economic and institutionatonditions within which key decisiormakers are embedded
While institutional entreprenesrdemonstrateautious deference toward the needs of their
business model, corporate culture and leadership play influesigalin their responses

The final sectionof each case epter analysesthe ways in which the firmsare
influencing processes not only within their organisations and along their supply chains, but
also how they are actively shaping the emerging institutions external to the firm. It
investigates how each firm miibes its resources to reposition itself within the new market
reality. It finds thatbusiness actorsise a number of strategies to realign practices both
internal and external to the firm and project their instrumental power upstream from the retail
node of the supply chain. Internally, each firm (re)builds institutions testablish their
structural power vigrvis competitors in markets and challengers from civil society while,
importantly, protecting the firm from the punishing effect of marketserBally, each firm
wields its instrumental power to mould outcomes into those that are aligned with its
perceived organisational needs. They do so by choosing between rival institutions
supporting those they approve of by either joining them, lendingubeal support for them,
consulting with them, offering preferential purchasing to them, or contributing to the cost of
their formation. Institutions and organisatiotigat firms do not approve of are ignored,

publically criticised, or boycotted.
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Chaptersevenbrings the three cases together for the first time to commence a more
structured crossase comparison, tracing the emergence, development, and impact of each
type off i r més pol i t.itesumhmarise® dnd &nalyses ttheys m whichfirms
formedtheir preferences fdrow they mobilised politicallyand theinstitutionsthey choseo
create orsupporf the coalition partners they selected, and the ways in which they tightened
control of their supply chaindt exploresthe differen ways in which they ledhon-state
governage initiatives, noting the differences between the forms of political leadership
mobilised amongst the caséisevaluateghe contribution each type of firfmas been willing
and able to makiom the initial politicsation of the market to the institutionalisatiof ther
evolving preferences.

Chapter eight concludes the study by reflecting on findings and the analytical model
itself. It consolidates our understandingtioé ways in which civil society contestatiand
corporate political mobilisation have combined to drive process of nestate institution
building in the US jewellery industry and the implications of tHes#ings for future workn

this arealt concludes byguggestinggome potential directiorfer future research
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CHAPTER Z CONCEPTUAL FRAMEWORK

INTRODUCTION

This chapter lays out the conceptual framework for the thesis. It begins by offering a brief
critiqgue of existing approaches to corporate pdalltgtrategy from atPE perspective, laying

out the correctives that the conceptual model for this study must incorporate. It then revisits
theories of business power, positioning itself along the continuum of business power
perspectives. The approach undertaken here fatidyfwithin the neepluralist camp, but

also finds much common ground with AElarxist scholars. Building from this theoretical
foundation, it begins constructing the analytical framework by differentiating between the
dimensions of business power, theywan which it is mobilised politically both inside and
outside state institutions, and the countervailing forces that limit the political influence of
business actors. Notably, it adds the structural force of the market as a key restraint on firm
action, including its political mobilisation by internahstitutional entreprenesy to those
recognised by past studies, which have focused on the countervailing forces of the state, civil

society, and divisions within the business community.

It argues that actists create political space for business actors to influence public
policy, but the opportunity windows for political action vary according to the operating
environment faced by latenhstitutional entreprenesrwithin the business community.
Drawingont he anal yti cal mo d el of oOopolitical opp
of social movements, the remainder of the chapter is dedicated to adapting this model for the
purpose of tracing the opportunities for and limits to corporate political emgageand

leverage that will be applied to the corporate cases to follow. The parameters of the model are
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defined by the economic and institutional structures within which business actors are

embedded.

AN IPE APPROACH TO CORPORATE POLITICAL STRATEGY

Levy and Egan (2003, p. 804) have pointed out that most of the existing literature on
corporate political strategy O0does not acec
responses to societal pressure nor for the dynamics of conflict and accommodatiaohby wh
contentious issues evolve. 0 This thesis see
political strategy, emphasising a mudimensional conception of powénat considershe

economic and institutional structures within which strategic agemtsthe private sector are
embedded. It builds off the work of Levy and Egan (2003), but deviates from their approach

in a number of ways. Most clearly, this thesis focuses on the behaviour of firms engaged in
nonstate institubn-building as opposed tirm strategies in state or interstate negotiations.

At least equally significant a difference, this thesis utilises aphaalist as opposed to a
neoGramscian approach. However, as the following section argues, when it comes to
business power, theserppectives can be seen as more complementary than is generally
recogni sed. Beyond these rather fundament al
wonderful referent for any contribian seeking to bring alPE approach to the study of firm
behaviow. The contributions of such an approach can be summed up as an emphasis on
multi-dimensional power, a consideration of both economic and institutional constraints, and

a more sophisticated analysis of the embedded agents that drive corporate strategy.

The majority of the work focused on corporate political strategy, especially that

originating from the field of management, equates corporate political activity with efforts by
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firms to influence officialgovernment policy? This narrow focus highlightarguably the

main weakness of the literature, namely, that it reinforces the false distinction between
market and nomnarket strategies while ignoring the larger political and economic forces that
structure actor interacins Likewise, Levy and Newell (Z®Bb, p. 4) argue that the
examination of firms as political actors needs to go beyond the traditional activities of

| obbying and donat i omrsi ¢t @ dh cd aurdpeo réartoe ea ontair K
be viewed as political due to the integratedune of market and political strategies as well as

their repercussions for society. As Lindblom (1977) has famously argued, private sector
actors enjoy immense discretionary power when devising policy, due to their privileged
position in larger socipolitical structures, and this policy often has significant effects on
societal interests. Markets are inherently political places. Industry practices are embedded in
larger social, political, and economic structures. Firm strategies are informed and cdannelle

by these structural forces while also influencing them. Therefore, in the words of Levy and
Egan (2003, p. 812), the fundamentally inter

traditional distinction between political and market strategiesisw st ai nabl e. 6

There are weltleveloped theories of business power being discussed in the fields of
political science and IPE. The concepts developed in these fields go far beyond the tendency
in conventionalbusiness and management studies to equatedssspower with financial
powerleveraged to influence either markets or politics. Therefore, any model that hopes to
explain the emergence and influence of corporate political engagement istat®n
institution-building must begin with a more compreheresiand nuanced understanding of

business power.

The approach this thesis takes to studying-state institutiofbuilding involves

studying agency at work within economic and institutional structures that shape and constrain

2 spe, for exampleHillman,Keim & Schuler (2004pr a comprekensive review of the literature
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this agency. The opportunitier and constraints upon business actors implementing
political strategies are both economic and institutional in chara&ksesuch, the framework
suggested in this thesis, in the form of the I0OS model, also rejects those approaches from
economics or ecammic sociology that privilege either the economic or cultural drivers of
corporate political strategy, respectively. Both categories are considered for analytical clarity,
but the division between them is purely analytical as the two are inextricablyvingst in

practice.

As with Levy and Egandés approach, this th
6in the space between structur al determinis
812). By offering an account of embedded or structuredagéms thesis tackles one of the
central problems of institutional theory, which is how to incorporate a theory of action and
explanations for change into an approach built to explain continuity (DiMaggio and Powell,

1991; Fligstein, 19971999, 200} Institutional theory is a powerful approach, but one that
has been rightly criticised for emphasizing structure over agency and, therefore, it struggles
to explain change. As Levy and Egan (2003,

entrepreneursescap t he rul es, routines, and norms of

The explanation put forward by the IOS model constructed here #otdioactivists
create enabling conditions by creating a business case for engagingstat@imstitution
building while institutional entrepreneurs, armed with this rationale, champion the process
using the resources of the firm. Therefore, this thesis rejects the exclusivity of explanatory
power that has been created in institutional theory between exogenous amuenens
drivers of change. While earlier theories emphasised exogenous shocks or crises as the key to
institutional change (Selznick949 1957, latter theories sought to explain change through

endogenous agent s, or Oi gic 1988 Hligstein, 1997, 196t r e p 1
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2001, 2002 Beckert, 19992003; LecaBattilana& Boxenbaum, 2006, 2008° There is
little reason to think these forces need be mutually exclusive. In fact, it is the confluence of

exogenous and endogenous factors that explain corporate political mobilisation.

Therefore, the approach taken here considers both; exogenous ageés the
political space while endogenous agents fill this space. In fact, the exogenous agents in civil
society may do more than simply expand the parameters for endogenous agents from the
private sector; through collaboration and contestation, theycapable of creating the
conditions for endogenous action, including the encouragement for internal agents to
transcend prexisting institutional barriers by providing the seeds of change when conditions

areripe (Larana, Johnston & Gusfieldl994; Levy & Egan, 2003, p. 831

The remainder of this chapter follows this line of argument while building a
conceptual model that exposes the causes and consequeneesiatibn in political
engagement by busiresactors irresponse to civil society contestatidinmobilises insights
from the study of business power within IPE to incorporate a comprehensive perspective that
includes not only firm resources, but the structural forces that discipline embedded agents. It
revisits theories of corporate political belwawr and incorporates aspects from both economic
and institutional perspectives. It then adapts a model built for the study of social movements,
one that also treats political actors as embedded agents. When applied to business actors, such
an approach pds that the reason some firms become political leaders, and more generally
why there is variation amongst different firms occupying the same position in the supply
chain, is a product of the collaboration and contestation between business actors &l activ
whereby activists create the political spaand business actors drive change thratighs

such, it argues that latemtstitutional entreprenesrexist in the private sector, but without

% |n addition to Leca et al. (2006, 2008), see also Gatlaly & Maguire (2007) for a comprehensive reviews
2F (KS WHYANUBWMBYSIND £ AGSNI G dNB @
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these contextual opportunities, firm resources wmitist likdy not be mobilised for political

purposes.

THEORIES OF BUSINESS POWER

Most existing studies of business power have focused on the political power of business vis
avis national governments (Dahl, 1962005 Dahl & Lindblom, 1976; Lindblom 1977,

1982 Vogel, 1983, 1990, 1996with some recent studies focusing on business power in
international ewironmental governance (Levy &ewell, 200% Falkner, 2008, 2010a;
Clapp &Fuchs, 2009; Meckling, 2011). For the most part, the focus has been on the &bility o
different interest groups, including business and civil society actors, to influence the policies
of statesand intergovernmental organisatiorSlearly, the ability of business actors to

influence the creation of private regulation is a different matter

However, there aremany common goals shared between these intellectual
endeavours. Just as pluralists and their critics have focused on the relationship between the
power of business and the structure of national political systems (Lindb@n7) or tle
power of business and changieconomic climates (Vogel, 199Qhis study concerns itself
with the relationship between the power of business actors and the industrial structures that
constitute the political field upon which private regulation is natgd. So while the focus
shifts from statded regulation to nostate regulation, the question of what makes business

actors more or less powerful when devising policy remains the same.

The interest of political economists in business power has a l@tgrhi While
studies are vast and varied in their approaches and focus, the most prominent divide can be

said to run between pluralists and Marxists. Pluralists maintain that business operates as an
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interest group like any other in domestic politics arsdsuch, enjoys approximately the same
political influence as any other interest group (see, for example, Lipset, 1959; Dahl, 1961).
Marxists have tended to view business elites as representing an international capitalist class
imposing its interests on dety through the capitalist state, which is obviously a far cry from
being simply another interest group (see, for example, Mi856; Miliband, 1969Jessop,

1982).

The rudimentary sketches of the positions above represent the distant ends of what
could actually be viewed as a continuum of perspectives on business political influence.
Naturally, there is significant divergence within each camp and splitting theoretical positions
into instrumentalist and more structural perspectives helps locate amaslap in the field
(Hacker & Pierson, 2002)The two poles are comprised of instrumentalist accounts that
emphasise, yet disagree over, the relative financial powelohhgling activities of business
interess visavis other interest groups and thelépiof business elites to penetrate the ranks

of government and ensure business interests are looked after.

In the mid to late 1970s, some scholars working within the pluralist and Marxist
traditions, respectively, sought models of business power thatdwmetter match the
observed reality that features a variety of business interests, variable government policies in
relation to these interests, a lack of evidence of consistent penetration of governments by
businesdriendly elites, and yet policies thateemed to systematically favour business
interests. From the Marxist camp, Fred Block argued convincingly of a structural power
enjoyed by business where policymakers were inclined to pass favourable policies for
business interestesftdemaeaf awhi ébuenoessaged
employment, and secured their government jobs (Block, 1977). From the pluralist camp,

Charles Lindblom was making similar argumentalbeit using different language about
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the structural power of busigses t ha't ensured a o6privileged

within policymaking circles (Lindblom, 1977).

While there are obviously normative differences between theorists from either
tradition and the terminology they use differs, there are similaritie¢hese approaches that
allow for a nuanced perspective on business power. Both perspectives hinge on the presence
of structural forces that offer business a privileged position within state institutions by
inducing policymakers to maintain a regulateryvironment conducive to business interests.
Business does directly influence state institutions as well, but there is little need for recourse
to conscious or direct forms of power (nor to class consciousness for that matter) to
under st and vilegedpositiens Thié is bepause, according to theorists of structural
power from both intellectual traditions, policy decisions tend to be made to attract
investment. The incentive for this is the maintenance of full employment and the overall
economic kalth of the society. This could be due to instrumental incentives for
policymakers, such as-gdection or personal job security, but could also simply be selfless
acts by those charged with the responsibility of public offieither way, the results @athe
same. The key point is that private investment decisions are made based in part on how
policies affectthe aggregate oihdividual investor interests. These individual investment
decisions are not made based on the slwrtongterm interests of anonolithic business
community or capitalist class. They are made based on individual investor interests. There are
powerful incentives for policymakers to maximise the aggregate value of these individual
investment decisions and this explains how busireegeys a privileged position within

policymaking circles.
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Both perspectives are compatible with tleeognitionthat there are times in which
the state acts against capitalist interests (see also Hacker & Pierson**Zl18).are also
compatible with obs®ations that business is not a monolithic entity, but there are indeed
divisive interests across industries and amongst firms. Policy decisions will not always favour
business interests, and most policies will favour some firms or industries to theedétim
others but, overall, the privileged position of business in market democracies is maintained
through the structural power that the aggregate effect of individual investment decisions

affords it.

As with much of the work conducted during the 19703 2880s on business power,
the discussion thus far has taken place at a fairly abstract level of analysis. While any analysis
must start by laying out the theoretical dimensions of business power, the crucial task now is
to identify and operationalize kegoncepts to facilitate a nuanced, empirical investigation.
Earlier accounts of business power have been further elaborated by more recent empirical
studies of specific issue areas in international pofificEhese studies have drawn upon
various theories fopower and influence to sketch out multidimensional perspectives on

business power, which is the next step in building the analytical model.

* For just one such example, the case of US President Roosetiglyy against the interests of the very

powerful utilties companies in the 1930s (see, for example, New York Times, 26 NoVvESBdgr

% See, for example: Clapp and Fuchs (2009), Fuchs & Kalfa@@nd) and Fuchs et al. (2011) on global

agrifood governance; Dauvergne (1998a, 1998b, 2005) and Dauvergne & Lister (2011) on forestry governance;
Falkner (2005) on the global ozone regimewsl & Paterson (1998; 2010), Newell (2006, 2008), Falkner

(2008), and Meckling (2011) on climate governance.
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DIMENSIONS OF BUSINESS POWER

Economic Institutional

- Donations - Lobbying, advocacy, and isst

- Strategic investments framing

- Buying power and - Creation and maintenance
Instrumental preferential procuremer institutions internal and external -

- Translating regulation: the firm

into actionable practice: - Acting as a role model for others
- Paying membership fee benchmark

- Deepseated notions of efficienc
growth, fiduciary responsibility
and profitmaximisation

- Taken for granted practices ai
routines

- Aggregate effect o

Structural . L
investment decisions

Tablel: Dimensions of businegsower in nonstate institution-building

Delineating the dimensions of business power is an important first step toward building a
conceptual framework that accounts for both the instrumental power that is mobilised by
business actors to create and shap&ge regulation and, importantly, one that also includes

the structural dimensions that encourage or discourage the use of this instrumental power.
There have been numerous productive debates on the dimensions of power in political
science as well as IRE and these have led to a proliferation of typologies. However, while
there has been significant agreement amongst scholars that a multidimensional approach is

appropriate, and there is substantial overlap between the typologies produced, the dimensions
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remain contestetf. This thesis offers a simple matrix containing four dimensions of power,
based on differentiating between economic and institutional forms of both instrumental and
structural power. However, it should be noted that different dimensiopsweér are not
competing but, rather, there are connections running between them (see also, Barnett &

Duvall, 200%, 2005bon this point). The separation between instrumental and structural

fal)

power serves simply to dr aw Vs mewvhich paveryisst 0 s
wielded, but also to the conditions under which agents form identities and interests and the
structures that channel their actidfsLikewise, the distinction between economic and
institutional dimensions ensures that analysts go lkeyoeasuring financial resources,
common practice in studies of market power, and also consider discursive and organisational

forms of business power.

INSTRUMENTAL POWER

|l nstrument al power is a function of an act
exercisedvixvi s ot her actor s (D957t h 203xctassis teénitionas i n
n a me A has power over B to the extent that he cangetBtodosonmeth t hat B wou

ot her wi s e do. 0 However, it can al so be us e

®eKS WFLOSA 2F LIoSND RSolFGS FLyz2zy3ad aOK2f Il NBE 6AGKAY
the best known with Dahl (1957) deaps the best example of the first face of power, which was behavioural

in approach and was limited to observable and, therefore, measurable, instrumental forms of power. Bachrach

& Baratz (1962, 1963, 1970) added a second face of power, which tookctuarg the power over agenda

setting and the role of nowlecisions in power relations that could supress conflict and bias debate in favour of

those wielding this power. This second face of power straddles the division between instrumental and

structural ppwer as laid out in this thesis. The third face of power was added by Lukes (1974, p. 11) who

argued for a structural formof powgrd A YA € | NJ 462 gKI G . I NySGdG 9 5dz0ltf 6wy
¢2yS 6KAOK O2dzf R WLINB g&yhiom foidiad gfieSahcedibg shapiag thed g dptioRsS 3

O23ayAliAz2ya IyR LINBFSNByOSa Ay &adzOK F gleé& OGKFd GKS& ¢
Ly GKAA gl ey adNHzZOGdzNI £ L2 6SNI | & RSTaeptEeRrifg®ONSE A& &AY
WYFGSNALFE YR y2NXYIFGAGS aLlsSodazr adzOK GKFG LI GGSNya 2
Ly O2yiN}ads AyadNdzySyidlt LR2RSEIANVDRE OBE WHNMEBgEHED RES

Guzzini, 1993. 463 on the implicit differentiating criterion in Gill and Law, 1988).
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operationalize ways in which to do things, indirectly influencing otffeltsis a function of

the underlying resources, economic and institutiooflan identifiable actor or group of

actors. Therefore, the key difference between structural power and instrumental power is that
structural power is not controlled by specific actors. In order to avoid conflating the
dimensions of power, a rule of thundthat if it is wielded by an actor, it is instrumental
power. One of the key features of instrument
and the core reason why it has been the privileged dimension of power throughout
mainstream political sence and IR/IPE analyses, is that it can be more easily observed and
measured than its structural counterpart. Instrumental power itself can be unpacked into

economic and institutional variarfts.

Economic dimensions of instrumental power

The ways in whih business actors exert their instrumental power by way of their economic
resources is multifaceted. Firms are able to leverage their financial power into political power
within the state through activities such as lobbying governments for favourabléegolic
funding political parties sympathetic to their regulatory needs, and making strategic

investments in jurisdictions governed by favoured or fortunate policymakers.

In markets, firms mobilise the economic dimensions of instrumental power when they
leverage their buying power to influence suppliers upstream or their control over production

to manipulate consumers downstream. Firms also wield their power when they implement

8 Naturally, unintentional effects could be seen as approaching the analtgicabry of structural power,

which they enter oncéhese unintentional effectbecome deeprooted andsystematically influence
expectations (see also Strange, 1988; and Guzzini, 1993).

# Barnett &Duvall(2005a, 2005bhave created a useful typology that includes structural power, but they
consider compulsory, institutional, and productive power as categdan their own right. While this is a useful
exercise for clarifying certain analytical distinctions, the authors create divisions that are ultimately
unnecessary for the study at hand and may confuse the division between instrumental and structural powe
and their economic and institutional manifestatioas defined in this thesis.
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official, public policy by translating regulations into actionable practices (&¢H2000;
Falkner 2008). While policymakers may define the rules of the game in many cases, it is
firms that ultimately mobilise their informational and financial resources to innovate and
implement the technological and managerial fixes necessary tbtheedemands of these

rules (see also Lindblom, 1977).

Especially significant for this studyirms exert their instrumental power by directly
engaging in institutiofbuilding through negotiation and funding, as well as supporting their
preferred initiatves indirectly, through purchasing priorities, or directly, through their

membership fees.

Institutional dimensions of instrumental power

The institutional dimension of instrumental power is especially significant as the starting
point for this thesis iflow business actors are increasingly engaging in the creation -of non
official, public policy through the sehegulation of industries, CSR activities, and
collaboration with NGOs to develop standards and certification regimes (Sckoe;
Falkner 2008). This is clearly part of the institutional aspect of instrumental power, which
can be used to channel the structural force of markets and align the interests of the firm with
the interests of investor8In additionto negotiating with their peers andtiaist groups as to

the appropriate structure and function regulatory institutions, they also often vocally advocate
for or against different initiatives or simply act as role models, setting the standard for best

practice and demonstrating ways in whilisiness might engage with the issues at hand.

% To avoid any confusion between categories, institutional creation and maintenance are considered
instrumental power. Only the partly autonomous and unintentional effectdefp-seated institutions, in the
broades sense of the concept, ansidered structural in nature
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This serves as a reminder that despite the automatic and impersonal nature of
structural forces operating in markets, it is important not to naturalise the institutions that
entrench them. Markets contain nadi institutions, both formal and informal, which
establish the rules of the game and act as instruments through which structural forces shape
incentives. Utilising instrumental power, firms working within markets often exert their
influence to shape thesgsastitutions in their favour. At other times, firms will simply adapt to
existing institutions by building institutions at the filevel to fit those of the market. The
point is that markets are political spaces where power is wielded to shift the walggim
structural forces channel the expectations of agents working within them. Once institutions
are in place, unless acted upon with sufficient force, they privilege certain actors and actions
while suppressing others. Thankfully for the social scientl®e ways in which actors
mobilise their instrumental power directly to maintain or realign themselves with these
structurd forces aremore visible to the observer and will be investigated in the case study

chapters.

Another key strategy of thenstitutional dimension of instrumental power is
di scursive power, which refers to an actords
reference to ismorphic activities (Dimaggio &owell, 1983), influence how other actors
engage with these isssiand institutionalize these norM®iscursive power is an especially
useful concept when studying netate actors in the global realm who often rely
predominantly on the power emanating from norm creation and persuasive framing (see, for
example, McAdm, McCarhy & Zald, 1996; Klandermansl997 Keck & Sikkink, 1998;

Khagram, Riker & Sikkink2002).

¥ While some studies consider discursive power as a category of povisroiwr right (see, for example,

Barnett & Duvall, 2005a, 2005Buchs, 20052007 Falkner, 2008; Clapp & Fuchs, 2009; Meckling, 2011), this

study considers it a particular form of instrumental power when it is deployed by identifiable actors to exert

their influence over others and structural when it is deeply entrenched and accestegpropriate by those

actorsitaffects aAYAE N G2 GKS ARSF 2F | Wwi23A0 2F O2yaSldsSy¢
(March & Olsen, 1996)
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Often referred to as framing, discursive powkeds light on the ability of groups to
not only influence other actors through coercion and incentivetobatso frame issues in
ways that redefine those actorsodo interpret
O60strategionssoegc i on, d99f Khaggamd Rikem& Sikkink 2002),
groups are able to create meaning and spur action thissigl framing, which equates to
0 t $trategic effortdy groups of people to fashion shared understandings of the world and
of themselves that |l egiti mate and motivate
1996, 6, emphasis added). In other wofdmning is a way of presenting ideas in order to

persuade others to get onside.

In state institutions, the discursive power of business is exerted on policymakers when
they voice their needs and demands to policymakers and the public, impglicahd
someaimes explicitly i leveraging the threat of poor performance or divestment from the
territory (see also Lindblom, 1977, p. 178). When focusing onN@O interaction, framing
and meaning construction are mobilised by both sides in a contest to defissutbe and

outline a framework for appropriate action in response to these issues.

Including the concept of framing in the analytical model accomplishes two tasks:
First, it clears conceptual room for sociological drivers that may affect the power and
preferences of nostate actors. Second, it recognises that actors working within industry
structures are not only influenced by these structures, but also maintain the ability to shape

and even create these structures themselves.
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STRUCTURAL POWER

Structural power is different from instrumental power in that it is almost automatic and
apolitical in naure (Lindblom, 1982; Hacker &ierson, 2002). It is deegeated and wide
spread in any given system, but the key to the definition offered heretig thactions
automatically and appears apolitical in the sense that there is no distinct and identifiable actor
or group of actors that wield this power. Instead it is created and maintained by the aggregate
of myriad individual decisions or, what we caefer to as, structural forces. So while
structural forces often benefit, or privilege, some agents, groups, or beliefs to the detriment of

others, they are not controlled by these actors.

Economic dimensions of structural power

The structural power eoyed by business within state institutions is sometimes difficult to
discern, but is generated through the central role business plays in the economy by way of the
multitude of individual firm investment decisions. Generally speaking, policymakers
recogni€ the immense contribution to society that the private sector makes and this
contributoni s no more obvious than in the busi nes:c
over employment. The aggregate effect of private sector degrsaing is a structural foe

that lubricates the cogs of busindsendly decisioamaking in policy circles across the

globe, but most obviously in marketiented economies. While structural forces are
generally conservative in nature, they are not insurmountable. They chatenests but, as

we have seen, agents can also shape these structures by exercising their instrumental power.

These structures will shift with changing conditions and changing expectations. The

¥ Therefore, it can be thought of as a kind of impersonal power (see Ward, 1987).
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mechanisms by which structural forces function in marketslaimifavour some policies
over others; however, in a market environment, the policymakers are the business actors

themselves.

Lindblom (1977) has famously pointed out the immense discretionary power enjoyed
by business actors when making strategic detssiaithin the market, and how these
decisions often have tangible implications for the public good (see also, Levy & Newell,
200%). As discussed above, markesed structural forces, as they exist relative to state
agencies, drive the expectation thaligggnakers will be disciplined by their supervisors or
voters if they create a business climate unfavourable to investorsusitdorces in markets
operatein much the same way, as markets punish actors who create conditions unfavourable
to investors the key difference being the main policymakers in markets are the managers of

firms.

Institutional dimensions of structural power

There is certainly an overlap between the discursive power already discussed and the more
sociological elements of structureuch as institutional logic and institutionalised language.
The difference can be captured using the concept of framing versus frame. As a verb it
constitutes strategy while as a noun it is a structure. When discursive power is wielded, it is
instrumenthand when it becomes accepted and institutionalised, it is structural. Naturally,
these concepts are intimately related; for example, if there is a fit between the dominant logic
operating in a system and the goals and interests of a particular greupotiid increase

that groupo6s | a*ent discursive power .

* The structuralariant of discursive power is similar tarBett &5 dz@ | f f & 20050 earegoyy of
productive power; however, their concept of productive power is distinct from their concept of structural
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To be clear, structural power, as defined in this thesis, is the latent or passive power
enjoyed by agents, either individuals or organisations, by virtue of the alignment of their
interests with thd or ces emanating from a systemds st
forces produce structural power for certain actors in a given system. The forces work for
those actors whose interests and goals are aligned with these forces and against those whose
interests and goals are not aligned. Conventional understandings within IPE about the effect
of the structural power of business in state institutions is that the market, through the
aggregate effect of often uncoordinated investment decisions, will dwgcipblicymakers
who do not privilege business i nterests by
example, Block, 1977). Latemtstitutional entreprenesrworking within the private sector
are also constrained by the structural forces operatingnwitlarkets that, real or perceived,
acts to sanction those that do not maintain

the maintenance of a busindssndly environment.

Structural forces, therefore, create the economic and institutional @otston the
actions of agents working within a given system, and are reflected and reinforced by the
systembébs institutions. When <ci vil society a
room forinstitutional entreprenesrto leverage theesources of their organisation to build
institutions that will align or realign the interests and goals of the firm with the structural

forces of the market.

Therefore, despite the shift from a focus on government officials to a focus on
business actorghe defining features of structural forces and structural power remain the

same. Structurgboweris not wielded by any actor, although certain actors will benefit from

power in that it refers to a prior constitutive step of idéiytand interest formation. Instead of creating a

productive power category, this thesis analytically separates productive, or discursive, forms of power into
AYAaGaNHzySydrt FyR A0NHzZOGdzNI £ GF NRAF yiad 2 Katdk@for T NI YA Yy 3C
AN YGSR Odzf GdzNI f 2NJ ARSFGA2Yy I WFNIYSQ Aa GKS adNUzOid



68

the structural power that the alignment of their interests with structural forces gnant.
Structural forces reside in the instiihutions
this case, the markét.They function automatically. They appear apolitical. In markets, they

are the aggregate effect of individual decisinaking ly investorsi investors who will

punish actions that run contrary to their perceived interests. If the goals and operations of a
firm are a fit with the institutions, mechanisms, and logic of the market within which they
operate, then the structural forocelsmarkets will protect the firm. If there is a mismatch,

these same structural forces will discipline the firm, and eventually, the managers themselves.

The next section outlines the countervailing forces that restrict and channel the power
of business @ors. Existing approaches tend to focus on the role of specific actors in
mitigating the political power of business, namely, the countervailing force posed by the
state, civil society, and firms with divergent interests. In contrast, this thesis ahgies t
during the norstate institutiorbuilding process, the state obviously plays a diminished role.
Divisions within the business community certainly limit the ability of the business
community from mobilising a united front, which does contribute to gulaeation of
divergent responses. However, the key to variation in corporate responses to activist
contestation is found in the confluence of market forces and civil society contestation,
whereby market forces constrain and civil society actors enablgattieipationof business

actors in shaping privategulation.

* The market itself, of course, could also be considered an institution, but again, it is not created or

maintained by a discreet and identifiable group of actors; therefdne,force of the myriad decisions made by

independent agents acting within it is considered a structural force. Likewise, one could argue that there is a

capitalist class or group of elites that maintain these structural forces, but this is where thediféebetween

0KS GKS2NBGAOIT dzy RS NXkHspeyidiyttbse ofxdventikngl M€t tholighsdd K S 2 NR S 3
the position of this thesis become clear.
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VARIATION IN BUSINESS POWER FROM AN I0S PERSPECTIVE

Corporate political mobilisain is the act of mobilisingrm resources for political purposes.
Different firms possesslifferent combinations of theseesources and business actors within
firms have different opportunities to mobilise these resources in response to activist
contestation. These opportunities are a function of the economic and institutional structures
of the firm andits environment, within which these business actors are embedded. Activists
operating outside the firm play an enabling role by freeing up these resources for political
mobilisation, but it is the task ahstitutional entreprenesrwithin the private sect to
actually implement the strategies and mobilise the instrumental power of their firms for the

task.

In a somewhat counterintuitive proposition then, this thesis posits that the political
influence of business actors on rstate policymaking may be gitively correlated with the
amount of pressure countervailing forces car
Wh e n t he firmds economic interests and or
institutional entreprenesrreceive an expandechandate from the market to mobilise
politically to influence its internal and external environments. This perspective is consistent
with the neepluralist conception of limits to business power; it simply emphasises the
additional effect of the structurabnstraintdmposed by market forcem the political power
of business actorsn a nonstate context. The following section sketches out four major
countervailing forces to business power, namely, government regulators, divisions within the
business comomity, the structural forces operating within markets, and civil society
contestation. It then turns to the literatures on social movements and organisational sociology
to construct a model to explain variation in business political strategy and influretice

nonstate institutiorbuilding process.
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There are many countervailing forces that prevent unbridled business power and
authority. Governments, as representatives exercising their sovereign rule within states, often
regulate to limit the power of imddual firms and industries when they deem this to be in the
greater public interest, the structural power of businessvitibstanding. Naturally, this will
be less of a concern for the cases to follow as the focus of the study is the political power of
business actors in nestate institutiorbuilding, which has controlled for the immediate

national regulatory system by focusing on the US market for gold jewellery.

Furthermore, divisions within the business commuinitwhether these are due to
divergentmarket positions, competitiveness, location in the supply chain, or business models
T prevents the business community from forming a collective front to counter these limiting
forces® Shari ng similarities wi t h studmedel dper
(SkidmoreHess1 996 ) or an folcioatpoa@p reo a totbdsiness\povweqg e |, 2 C
one of the key insights offered by the f@aralist camp is that particular market structures
will offer political space for policy interventions Ipplitical activists as firms are unable to
mount a cohesive countstrategy and some may even break ranks and form coalitions with
civil society groups (Falkner2008, 201@). Relatedly, this thesisontends that different
marketstructures will also offepolitical space for policy interventions by business actors;
that is, political opportunities for business influence will vary with the structural

characteristics of the industry and firm.

As mentioned earlier, a main component of the argument is #atrinctural forces
within markets themselves can constrain the political power of business actors. If firm
managers are not maximising profits or, for publicly traded companies, not maximising

shareholder value, they can expect to be punished by the tmiarkestors may deny them

% Studies emphasising the divergent policy preferences of different types of firms hawepbevalent in the
IPE literature and includRogowski1987 Freiden 1988,Milner, 1988 Hiscox, 2002, and Falkner, 2008, 2010a.
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access to capital and threaten the job security of managers-c@uptiance and the
concomitant use of firm resources could lead to a competitive disadvantage in the market as
these costs become reflected in price. Unless thredan differentiate itself to the extent that

it can charge a price premium, it will almost certainly lose market share as consumers
substitute their purchases for competitor products with lower prices. Simply the expectation
of this, and the expected wimn of investors, is usually enough to dissuade managers from
implementing such policies, and this is how the structural forces within markets constrain and

channel the political power and policies of business actors.

The role of civil society has beeneli*documented here and elsewhere. NGOs and
soci al movements increase the societal expec
governments for increased regulatory standards, monitor and scrutinise the actions of firms,
and directly target cphble firms with shaming tactics designed to negatively affect the
firmds economic interests. However, by focus
and the requisites of business actorsd indu
here is that civil society actors not only constrain business power, but they also create
conditions under which latenmstitutional entreprenesrwithin the industry may mobilise
their firmbés resources for polciettactarsantaygisar pos e

increase the public policymaking power of business actors.

The magnitude of power individual business actors possess, the ways in which they
deploy this power, and the effects of this deploymenteguilatoryoutcomes depends on the
characteristics of the firm and industry. To understand these processes requires an empirical
investigation and this will be carried out utilising a framework developed for the study of
social movements. However, instead of applying this model to explairethergence,
development, and impact of these movements, this study applies the IOS model to explain the

emergence, development, and impact of corporate political mobilisation.
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To summarisepusiness interesteccupy a privileged position when creatingnno
state institutions in a market context. Structural forces in markets constrain and channel the
efforts of private sectornnstitutional entreprenesr by systematically reinforcing and
rewarding conformity to the perceived business interests of the figrthé perception of
these business interests varies, so too do the opportunities availabiestfartional
entreprenew to mobilise the resources of the firm. Therefore, the abilityirfstitutional
entreprenewwr to shape or create institutions, insishel outside the firm, is a function of both
the firmds resources and their ability to | e
reflection of the ways in which the instrumental power of the firm can be mobilised to build
nonstate institutios within the parameters defined by the structural constraints of the market
and the opportunities created through civil society contestation. In other words, institutional
entrepreneurs, empowered by civil society contestation, mobilise the instrunaneal qf
the firm to Oi mpogsee tthheey ipnrsotmottuetdi J(nhastderac heatn a
to understand the precise nature of the opportunity structures actors from the private sector
face when mobilising firm resources for political purpose® now turn to the work
undertaken by social movement scholars emphasising the structural constraints and
opportunities faced by political activists. The remainder of this conceptual framework will
review, adapt, and operationalize this model for thelystof business actors and their

opportunities for political leverage.

OPPORTUNITIES MODEL FOR CORPORATE POLITICAL MOBILISATION

One of the core approaches within the social movement literature stems from the concept of

oOpolitical 0 p p P@Sk)uandi thely effects ronu the tractiensadd rgsults that
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activists are alel to achievé® POSs are those dimensions of the political environment that
provide incentives for or place constraints upon actors underte&lilggtive action (Tarrow,

1999. Cample | | (2005, p . 44) offers one of the ¢
formal and informal political conditions that encourage, discourage, channel, and otherwise
affect movement activity. o6 The POS mordel has
external to the movement itself can provide activists with resources for leverage and spaces

for access within formal politicahstitutions (Khgram, Riker &ikkink, 2002).

While the concept originated in studies focused on national political iistisuand
the opportunities these institutional structures offered domestic social movements (see, for
example, Kitschelt, 1986), the concept has since been usefully transferred to the international
realm by scholars interested in explaining transnatiantiVism operating in international
forums (Tarrow 1994; Keck & Sikkink, 1998; Khagram, Riker &Sikkink, 2002). The
concept has been further extended to studies taking markets as their political field of analysis
and, more specifically, to disaggregatedustrial supply chains to reveal industry

opportunitiedor activist leverag€Schurman2004).

The insights from such an approach include which stage in production is generally
targeted by markdbased activist campaigns, which types of industriesliaety to be
targeted successfully, and what the results of such campaigns might look like (B2@@y
Sasser2003; Schurmam2004). These studies can be said to fall within a narrower category
of o6corporate campai gn 0 thibappreachastthatrtre capacityef mai r

activist movements to affect outcomes depends on the structure of the relevant industries.

This study mobilises the 10S model in a fitmafirm comparison of the US market

for gold jewellery. It contends that an emgal investigation utilising the IOS model can

% See, for exampleisinger, 1973; Tarrow, 1994, 1996, 1998; McAdam, 1d88dam, McCarthy & Zald,
1996;Meyer, 2003, 2004
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contribute nuance to the debate over thenpse and peril of the rise in privategulatory
initiatives by exposing and explaining variation in the causes and consequences of corporate
involvement in norstae institutionbuilding. The essential insight of a political opportunities
perspective, and one that the I0S model developed in this thesis shares, is that the context in
which political mobilisation emerges influences its development and potential jmpact
paraphrase David Meyer (2004, p. 125). This is because political actors face different
opportunities and constraints for political action based on the operating environment within
which they are embedded. So in the case of corporate political mbbiispurred forward

by internalinstitutional entreprenesy their political strategies and potential leverage will
vary with the type of firm and industry in which they are embedded. Angdlthigue s why
different firms at the same position of thepply chain implement different political

strategies and impact these raiate political processes in different ways.

To reiterate, the concept of POSs/IOSs has been applied tofikG@ollective
action, but only insofar as it identifies openings forivégtt pressure against firms. The
concept can be usefully extended to explain opportunities for corporate political action.
Instead of applying the model to explain social movement action, the model is applied to the
business actors themselves in an attampffer a nuanced account of the political strategies

they choose and the political leverage they can achieve istatminstitutiorbuilding.

In the literature on social movements, the concept of POSs came from recognition
amongst scholars thatthep i t i c al |l everage of soci al mo v e
constellation of factors exogenousttcth e mov e men't I t sel {1®9%,(pMeyer
1633. While applications of the POS approach have varied in practice, conventional
understandings peeive it as standing in contrast to the resource mobilisation perspective
(see, for example, McCarthy & Zald, 19,7977, which draws its explanatory power from

agents, their strategies, and resources internal to the organisations themselves (see also
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Gamson, 1975). In the approach adopted here, for the purposes of studying variation in firm
strategies and impact in the nstate institutiorbuilding process, factors internal to the firm
clearly remain important. The IOS model focuses on-fewel oppatunities for business
actors to act amstitutional entreprenesr Therefore, both the structures of the firm and the
agents within it play integral parts in the analysis. However, the key point is that this is an
embedded agency. Approaches that pmeleagency, without emphasising its embedded
nature, change the level of analysis from the fierel to one that seeks explanatory power
from one or more of individual managerial strategies, characteristics, or orientations. Even
more significantly for thestudy at hand, such an approach would miss the structural forces
that channel this embedded agency and, therefore, bepremsked to explain the patterned
variation and impacts of corporate political mobilisation that will be observed in the cases to
follow. So agency remains a critical factor but, as Koopmans (1999, p. 102) has explained it,
6[ w] hen we say fAopportunity structure, o we |
t hat some of it | 1999spt102).HoweveretidgiprodcKi® notpithaut s

its critics.

While some critics have accused such approaches as being structural to the point of
being invariah (see, for example, Goodwin &asper, 1999), others have countered that the
approach does not preclude agency, but ragnalifies approaches that use agency as their

primary explanatory variable.

0The i dea of political opportunity struct
the claim that not all of the variation in levels and forms of collective action is due
to thestrategic wit, courage, imagination, or plain luck (or the lack of those) of the
different actors involved in conflict situations, but that an important part of it is
shaped by the structural characteristics of the political context in which social

movemets, willingly or unwillingly, have to act. The relative extent to which
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structure and agency contribute to the explanation of such variation will
undoubtedly vary from case to case and is, again, a matter for empirical

investigationdé ()Koopmans 1999, p. 100

Critics of the POS model either misunderstand how it is operationalized or, perhaps more
i kel vy, take issue with the term and the cc¢
aspects of political opportunitiegh i | e i gnor i n @rakash,e004,\p.6147]. Be | | &
practice, the emphasis on structure is core to the model, but it most certainly does not ignore
agency. Rather it recognises that patterns visible in social phenomena are indicative of the

channelling potential of the structuntext.

Studies have shown that these structures, by definition, condition the development
and effectiveness of social movements (Shadlen, 2007); however, it is important to note that
these structures are not only taken advantage of by social movelmgntse also often
created by activists themselves (Khagram, Riker & Sikkink, 2002). In other vinddsdual
and collectiveactorsare capable of becoming active agents in shaping their opportunities and

creating their own openings for political intention.

Complementary findings have been reported from the field of organisational
sociology, which tells us that we can view o
(see, for example, Brint & Karabel, 1991, p. 346). They are constrainedtithdy must act
within the structures of power and the spaces of opportunity provided by their industry and
their firm. This leaves room for serautonomous activity by organisational leaders. Not all
elites will make the same assessment of interestyirgaen situation (Scottl991), but one

can determine organisational interests with a high degree of probability from the power
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structures and opportunity field faced by decisioakers (Brint & Karabel, 1991, p. 348).
Therefore, the task is to eluciddtee organisational field within which a focused, empirical
investigation can take place and the roles of economic and institutional variables can be

evaluated.

POS scholars have recognised that opportunity structures ardayeitd as political
opportwnities at the domestic and transnational leveteract (Khagram, Riker &ikkink,
2002; see also Meckling, 2009). Likewise, when the 10S model is transported to interpret
corporate political mobilisation, it must be understood at both the industryremtefiels to
encompass the totality of factors shaping firm engagement. This is because firms operate
within the structures of the industiywhich includes their suppliers and competitorghile
agents within firms also act within the structures of tmend themselves. Therefore, a
comprehensive understanding of corporate political mobilisation can only come from a model

that incorporates both levels of analysis.

To summarise, in contrast to purely structural or purely agdriggn theories, this
studyoffersaneep | ur al i st reading of 0s;tCermyc20lPined age
which industry characteristics shape the power and channel the preferencesstdt@on
actors en route to the creation of private governanke.literature utilisinghe concept of
political opportunities contains a diverse range of approaches and so, while uniformity is not
the goal, it is important to be explicit about the type of model one is using (Meyer & Minkoff,

2004). To reiterate, the opportunity structuresigoned in this study are at the fidewvel,
shaping and channelling the effortsigtitutional entrepreneswithin the firm. Wile there
is aways adnger of 0 ¢ 0 n cwhgntbuilding new tmodels &rdmi exigfidg

concepts omttempting to inlwde both structural and nestructural factorsn an analytical

% Likewise, principlegent theorists have adopted a similar perspective that views agents as operating semi
Fdzizy2Y2dzat e GAGKAY |y WHdziK2NRAAAY3A SY@ANRYYSY(iQ 6/ K¢
O2yaA0NIAY(IQ 6222R&3X HnncX LI nood
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model (Goodwin &lasper, 1999), it is equally important to design models of inquiry with the

conceptual space to recognise the interplay between these explahatoents.

CORPORATE POLITIEL ENGAGEMENT IN INSTITUTIONBUILDING

There are studies in the social movements literature focused on movements and counter
movements, where resistance to the goals of social movement organisations will take the
form of opposition coalitions who will makentrary claims to those of the social movement
activists (see, for example, Meyer &taggenborg, 1996). In the political battles waged in
markets, especially when the firms targeted are downstream from the contentious practices
that the activists are iméctly targeting, referring to these power relationships as simply
movements and counterovements can be limiting. Especially once the market has been
politicised, there tends to be significant crossover between the goals of industry and civil
society goups as firms attempt to realign their operations with the new expectations of the
market These shared goals and the coalitions that resultd be losin an analysisramed

as an oppositional dichotomyin fact, it often seems that both civil societydabusiness
actors go to great lengthto avoid framing the issugs movement and counterovement,
especially during the implementation stage when both groups are vying for the political

capital necessary to set the rules for the emerging institutions.

Having said this, during the initial stages of corporate political mobilisation, firm
responses could conceivably be construed as akin to a countermovement in some cases as
there are certainly reactionary elements present in any industry that will fesdishge to
their established position. Some firms will struggle to hold fast to their slipping autonomy

and initiate reforms to their practices only when such actions appear inevitable. It is, in fact,
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the introduction of this initial conflict that expes the companies to risk and compromises
the structural power that the market initially offered them. It is only when the company is at
risk of falling victim tothesevery same structural forces that once protected their position

that managers are empowerto act.

After this initial conflict firms enter a new phase of corporate political mobilisation,
which involves coalitionand institutiorbuilding. The activist campaigns have created space
for firms to become proactive political actors capable opisigapolitical outcomes. The
form this mobilisation takewill fit the opportunities available to the particular type of firm
as managers navigate the political channels of the industry while avoiding actions that would

see them punished by the market.

During the contestatiomnd coalitiorbuilding stage of private institutielnuilding,
activists dangle the carrots of reconciliation and compromise, which hold the promise of
ending the conflict that fractured the structural power of industry in the firse Hlactivists
avoid portraying themselves as amilustry and industry attempts to characterise their
operations as responsible practices. While framing this as movement and -cooveenent
is therefore misleading, there can be no doubt that this reragower struggle over agenda

setting and rulenaking authority as both groups attempt to control the process.

The main ways in which business actors attempt to control the process is by (1)
forming coalitions with groups that suit their needs; and, d&ping industryled initiatives
to shape their institutional membershigrm, and regulatory content. Jonas Meckling (2009,
2011) has convincingly argued thats proactive coalitiosibuilding is a way for business to
identify and consolidate their new gibon by negotiating, pooling resources, and signalling

the legtimacy of their new practicesThe institutionbuilding phase is a mechanism to

% And ths holds the promise ak-establishing the third dimension of powetenyingthe very existence of
conflict (Lukes, 1974).
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entrench their new position andestablish the structural power they enjoyedgampaign.
While perhaps impl c i t in Mecklingds typology, ther e

brief discussion, and that is to create a forum to negotiate resolutions to the issue at hand.

Activists often know more about the complexities of the contentious-sgoilomic
andecological impacts of an industry than they do about the internal workings of the industry
itself. Managers of firms often know more about the economic and technological
complexities of the industry than they do about its multifaceted impacts. While ithere
certainly the potential benefit that comes from pooling informational resources when these
groups come together, there is also an element of negotiation at play as the various groups
discuss possible changes to industry practices. @bigeration anccontestation isnot
limited to those between firms and NGOs either; divisions within the industry itself will
create conflicting interests amongst firms and so -fiffirm consultations will also take
place. Therefore, a third and crucial driver to 4state coalitiorbuilding is to facilitate

dialogue over the nature and implementation of industry reforms.

This third driver points to an additional and important strategy business actors
implement to reinstate or increase their political power in marketsiely, institution
building. Firms will utilise their instrumental power to spearhead or at least participate in
institution-building, allowing themselves an opportunity to influenttee insitutional
membership, form, and regulatory content. Firms engaygdnstitutionbuilding both
internally and externally to the firm, driven by the desire testablish their structural power

by reducing their exposure to risk and safeguarding their position within the market.

Institutions help firms to avoid diretargeting by civil society groups and possibly
even evade more stringent regulation through the &aee for example, Lipschutz Rowe,

2005). Additionally, if these institutional rules, norms, and practices are made to also apply to
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a firmds themnhp mdtitution atso helps the firm avoid suffering a competitive

disadvantage vig-vis its rivals who would also be subject to any extra costs of compliance.

Firms attempt to solidify their power and position by diffusing norms and practices
both irternally and externally. Internally, preferences are institutionalised throughout an
organisation via a process of mainstreaming, or embedding, norms and practices while
ensuring operations are compliant through a system of monitoring and evaluationalsxter
firm preferences are diffused instrumentally through market power, insttiotidoing, and
discursive influence. Lead firms, who scaud establish the limits of political mobilisation
will be especially engaged in creating institagoto solidfy their position. As previously
mentioned, nstrumental power is often exercised to reinforce the structural power of leading

organisations?

A TYPOLOGY OF PRIVATENSTITUTIONS

Corporate political mobilisation and privaitestitution-building can takanany forms, both
internally and externally. At either end in what should be thought of as a continuum of
corporate responses is the option to actively resist the claims of activists or to simply do
nothing at all in response to activist demands and, orotiwer end, join the activists in
building private regulatory institutions or even lobby for increased regulation afidostry

by government agencies. While the case studies will demonstrate -aangke of corporate

political activities, it will be woth differentiating between the types of private regulation that

% As argued ithe introductory chapterthese findings resonate with those of regime theorists concerned
with the strategies of leding states within the state system (see, for example, leeeh 1984; Hasenclever,
Mayer &Rittberger 1997).
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commonly emerge through the collaboration and contestation between business and civil

society actors.

The literature generally baks private institutionslown into three types, namely,
first-party, secongbarty, and thireparty initiatives (see, for example, Gereffi et al., 2001;
Sasser, 2003§° As Philipp Pattberg (2006p. 243) has pointed out, there are multiple ways
by which to categorise private rdgtion based on who develops the standards, the focus of
the standards, and how these standards are verified and enféirsgdwe might make a
distinction based owhether the rules originated from the public or private sector or, more
relevant toa study focused on private regulation, whether the standards were developed by
industry, civil society, or through a muktakeholder process including broad representation
from both groupsSecond, we might distinguish betweegulation that industry groupgave
traditionally been associated with, such as that focoseguality, health, and safety issues of
the product itselfersus the increasingly commoggulation based on the process by which a
product comes to market, accounting for management prattiaegnpact upon the social
and environmental extealities of the industry. Aird, we might make a distinction based on
who monitors and enforces the rules and, specifically, if this is done byrrthéself, an

industry groupgrepresenting multiple fims, or by an independent, thiparty auditor.

With these optionsn mind, the typology used here is focused on private, precess
oriented regulatory initiatives, big based oothwho sets the rules as well as who verifies
compliance Firstparty initiatives are commitments made by an organisahaf regardless

of who developed these standartiaye no official monitoring or compliance mechanisms.

“Thereis also a fourtparty certification, which is also voluntary in nature, but not included in the framework
as it involves state institutits so is, by definition, not strictly privatéourth-party certification involves
government or intergovernmental organisations in rgietting and sometimes monitoring and enforcement. If
fourth-party certification were to become mandatory, it would Iagevoluntary nature and simply constitute
binding regulation in a traditional, tedown sense. In practice, however, fouparty certification, by

definition, falls short of binding regulation by offering usually vague prescriptions ancepeltting

mechanismsA good examplei8§ KS | b Q& Df 26l /2YLI OGz (2 6KAOK Yl ye

\
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Secondparty initiatives are those developed by an industganisationin which the group
maintains control over standards development as welbatsol overthe results from audits
and enforcement mechanismegardless of whether these audits were conducted by a
contracted thireparty or not This reserves the thuplarty classifiation for those initiatives

in which the standards were developed through a +stalkieholder process and are verified
by independent, thirgarty auditors. This preserves the distinction between those initiatives
that may offer robust outputs, but lacletmput, or procedural, legitimacy that can only be
garnered from a process thatransparenas to what is included as well as what is excluded
from these standard$ It will be worthwhile to briefly outline each of these options in a little

more detalil

Firstparty initiatives are the most widespread as they generally refarsiogle
firmdéds internal codes of conduct s. 't is the
a firm developing its own ruleor adopting outside ruleand undertakg the monitoring
and enforcementtself. For most industries, this will often takie form of CSR
commi t ments in annual reports and on the <co
the legitimacy of these CSR commitments, firms will often partrién more mainstream
NGOs whose staff can both provide expertise on the issues at hand while, importantly, adding

credibility to the commitments through their social and environmental credentials.

Secondparty initiatives are usuallynvoked by an industrassociation that develops

an industrywide code of conduct, in consultation with its members, and either monitors or

4 Regulatorysystems gain this legitimacy through the perceived effectiveness of their procedures and results.
.dzAf RAYy 3 FNRY {-QirteNdFodtaut-obientgodoinénsiany afideinocratic legitimacy, input
legitimacy is a procedural element that refers to how well tbgulatoryprocess incorporates the preferences

of its stakeholders. It is about the perceived legitimacy ofrégailatoryprocessln contrast, output legitimacy
considers the functional elements ofagulatorysystem and is based on the effectiveness of the outcomes or,

Fa { OKFNLJF oMpdPT YMdpPO KF& Lilzi AGI W ORdelIhMWAEI & 1 KS 3I2 1 f 3
W22R& 6Hnndpo F2NJ 6KS RAalGAYyOGA2Y 0SG6SSy G(KS WLINROSRAM
parallels the inpubutput distinction. Additionally, Beisheim & Dingwerth (2008) link the success e$tab®

regulatory initiatives to procedal legitimacy based on a case study of @lebal Reporting InitiativéGRI).
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requires reports by member firms. Firms that are most at risk are the most likely to bear the
costs of devising and implementing this tygfeinstitution. While the costs of building the
organisation and the associated membership fees can be significant, many firms il opt f
this option as it allows the industitp control the memdrship, rules, verification, and
enforcement. History hatiewn secondgarty initiativesto be implemented proactively, in

the case of th&esponsible Careertification for the chemicals industry, and reactively, in

the case of the many national agency/industry certifications that have been devised to
challenge ltie leading thireparty certification in forestry (see, for example, Cashore et al.,
2004, Humphreys, 2006; Bloomfield, 2012)recent development has seen these initiatives
improve their perceived legitimacy by requiring thpdrty audits against theitasdards,

while maintaining control over the rufeetting reporting, and enforcement mechanisms

Third-party initiatives arethe most robustorm of private regulation as they require
both multistakeholder rulsetting and thirgbarty monitoiing. There ae a very limited
number of these initiatives to datesually the result of activists successfully pressuring
industry to accepthese stricter standards and acquiesce a certain amount of operational
autonomy By offering a multistakeholder decisiemaking process and independent
verification through which members are more easily held to their commitments, these
initiatives tend to carry more legitimacy. The Fi8Ghe most prominent exampdé a third-
party initiative in forestry while the FLO and Fairtrade USA labels cover multiple industries

and could also be considered thpdrty initiatives

These distinctions have significant implications for how private regulation is viewed
in the macrdevel debates outlined in the introductory chaptérst and secongbarty
initiatives constitute what is known generically @SR while hird-party initiatives exemplify
a more institutionigsed form of private regulatigralthough some secosgérty initiatives are

closing this gap as they ratchgi their standards in response to external criticisee,(for
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example, Cashore et al2007; Owerdevest, 201,0Bloomfield, 2012. While thirdparty

initiatives have enjoyed comparatively widespread support by activists and academics alike,
CSR has increasingly come under attack (see, for example, Christian Aid, 2004). Many argue
that corporations selegulate to avid the more cumbersome legal restrictions imposed by

the state (Rowe, 2005). They view CSR as simply an effective business strategy. Ronnie
Lipschutz and James Rowe argue that we have seen corporations use this strategy in the past
6to stall itmpalrsegdulndteagrryal to previous |iber
investments were ever substantial, the legitimacy crises of corporations would not continue to

occur (Lipschutz & Rowe, 2005, p. 124).

The counterargument put forward by advocateS8R is that such initiatives make it
far more effective to condemn a company when they are not adhering to their own stated
codes of conduct than to hold them to account for failing to follow some externally defined
norm Shaw, 1999; Schurman, 2004urthermore, activists hope these admittedly weaker
forms ofregulationwill eventually lead to binding regulation as information is disseminated
and best practices are defined (S;B03;Rowe, 2005). John Ruggie contends that while
effective government action may be desirable, voluntary initiatives are not merely second
best (Ruggi e, 2002) . Wh a 't h e describes as
governanceallows for consensus to bermed around environmental and social concepts,
such as the precautionary principle or corporate complicity in human rights abuses, which is a
necessary precursor to viable codes of conduct and the advent of legally binding rules
(Ruggie, 2002, p. 32). Witthe astounding pace of change in the contemporary global
economy, concurrently shifting norms of acceptable behaviour must be defined before

regulation is devised.
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ECONOMIC AND SOCIOLOGICAL PERSPECTIVES ON FIRM BEHAVIOUR

But how do these different typeof corporate political mobilisation emerge? An 10S
approach to the political mobilisation of firms can account for variation in firm strategies and
influence through the channelling effects of industry structures, deepening our understanding
of the waysin which firms mobilise politically and the political leverage they are able to
achieve. The most coherent way of understanding how firms conceive of and operationalize
their interests in any given situation is an analysis that cerssidoth economic and

institutional opportunities.

Economic factors are usually privileged by scholars working from a rationalist
perspectivetaking interests as given and deducing preferenaes tostbenefit analyses
based on the competitive position of industries, firmsg, managers. Agents within firms will
conduct these analyses based on strategic factors, such as, transaction costs and risk
mitigation. IPE scholars have mobilised such models to great effect, with the competitive
position of firms within domestic and wdrmarketsoften portrayed athe major determinant
of corporate political strategy (see, for example, Rogowski, 1987; Frieden, 1988; Milner,
1988, 1988h. Differences in preferences amongst firms materialise based on their
competitiveness in world marlgttheir ability to adapt technologicallgnd their flexibility
relative to buyers and suppliers along their supply chain (Falkner, 2008). This is the approach
favoured by the majority of economists as it deduces outcomes from a simplified model
based orthe firm as a rational, unitary actor working to maximise ps@iitd operating with
full information.

The sociological perspective on firm preference formation emphasises that firms are
themselves social institutions that are embedded within complexslaf/aocial institutions

through which their economic interests are defined. In other words, their interests are not
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defineda priori and, even once defined, the path that leads toward achieving them is not
always clear and often in dispute. Markets arditipal fields of contestation and
compromise. Firms do not react mindlessly or perfectly to price signals and so a model that
conceives of markets as the driving force for change is incomplete at best. As the sociological
perspective on market organizaticuggests, markets are social constructions, rife with
systems of power that stem from public agencies as well as private @aonpbell, 2007)
Powerful actors may change the rules of the game and, therefore, social interaction plays an
important rolein the evolution of markets. As Fligstein (1990, p. 302) argues, managers are
neither omnipotent nor irrelevant, as economists suggest with their theories.

Naturally, economists recognize that many of the assumptions they make obscure
some nuance of a comeg reality; they simply argue that their models offer the best option
for making predictions about firm actions and market change. So economiséedaicnic
forces as their starting point while sociologists begin with social interaction. The reality is,
and probably the majority of analysts across disciplineslavagree, that a mix of economic
forces and social interaction drives change. Any comprehensive evaluation must consider
both dynamics when deciphering firm responses to societal demands. kcoeality is not
a given, but instead must be interpreted through the cognitive frames provided by social and
institutional contexts. Additionally, even in markets where business actors have a strong
interest in and incentive to maximise profits, anyapprc h t hat fail s o0t o co
whi ch everyoneos i nterests are multiple, c
important drivers of social action (Lukes, 2005, p. 13). So while economic analysis is central
to firm decisioamaking, SimondPulver explains that firms may form different preferences
and mobilise conflicting strategies based
particular economic, political, and socioideological networks in which individual firm

managers are embedddeufver, 2007, p. 4). However, this by no way means that economic



88

forces are insignificant. As Robert Fal kner
pressures are major drivers of business responses to emerging global political issues, but the
sccial, organizational and political environment in which firms operate define how they
perceive of their interesté [i]t is in the
are formedod (Falkner, 2008, p. né@gectionwhier ef o1

consider both economic and institutional structures.

IOS MODEL FOR CHANNELING CORPORATE POLITICAL MOBILISATION

Past studies adapting the POS model to the development and efficacy of activist campaigns
that target firms directly haviglentified economic, organisational, and cultural variables
along with characteristics of the commodity itsklfas affecting the campaign outcomes
(Schurman, 2004). While the characteristics of the commaodity itself will be considered
during the backgrouhchapter looking at the campaign action (chapter three), this is held
constant during the firao-firm comparisons to follow (chapters four, five, and six). This
leaves three classes of variablegconomic, organisational, and cultuiafrom which to

build the 10S model for corporate political mobilisation

The model can be further simplified as the organisational class of variables is
subsumed by the economic and culturadr, using the slightly more expansive concépt
institutional ones. This is baase the organisatiah dimension really channels political
mobilisationin two ways, one economic and one institutional. Through an economic lens,
organi sational factors wil!/ affect the speed
sourcing stategy and its business maaell facilitate or inhibit its mobilisation Through an
institutional lens, organisational factors will also affégat ways in which the firm mobilises

politically as CSR departments, strategies, and expertise have the ycdpacitange the



89

company culture while the amount of discretion the organisation offers managers will stifle
or amplify the effects of leadership. Therefore, the 10S model applied to the political
mobilisation of firm resources will be constructed from telasses of variables, economic

and institutional, both of which contain organisational dimensions.

The major economic opportunity for mobilisation is clearly how the activist
campaigns expose companies to risk. Campaigns have not necessarily affectdestioé s
the firms they target; what they have done is create risk. Exposure to risk may be punished
by markets and firms attempting to reduce their economic exposure drive the process
forward. However, just as different firms face different levels of sxp® they also face
different costs of compliance based on their organisational model. Therefore, their economic

interests are a function of both their exposure to risk and the cost of compliance.

Likewise, institutional structures at the filevel referto both the culture of the firm
and the opportunities for political leadership within it, both of which are intimately related.
Corporate culture shapes leadership aicd versaLikewise, the capacity for agents within
the firm to act as political leadedepends on the organisational model of the firm. Therefore,
the institutional character of the firm is a function of both the corporate culture and

organisational capacity for leadership.

Economic elements create oppmities and constraints for cor@be political
mobilisation while institutional elements dictate the ways in which firms respond to the
opportunities within these ostraints. The specific form the political mobilisatitakes is,
therefore, a function of both the economic and institatictructures business actors face
when politically mobilising the firm. The dimensions of the opportunity window will be
shaped by the f i risdegposere to risk amd its orgamisaBonat capasity

to comply with activist demands. How $iness actors fill this policy window will be a
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function of its institutional charactérits corporate culture and its organieatl leadership
While useful as guidelines, these classes of variables do not yet hold enough precision from
which to build arobust explanatory model that can be imported for a -fa4firm

comparison, a task which is undertaken below.

Economic dimensions Institutional dimensions
Exposure to risk Corporate culture
Cost of compliance Leadership structure

Table2: Economic andutural dimensions of IOS model

Economic dimensions

The central argument of this thesis is that the structural forces emanating from the existing
equilibrium in markets curtails the public poliayaking power of wouldbe institutional
entreprenewr from the private sector. Activist campaigns targeting fironeate an
opportunity window for these latent leaders in which they may expend organisational
resources to pursue political goals without bedggriplinedby the market. Direetargeting

campaigns create this window by threatening the reputation oftieThis is accomplished

by connecting the firmés brand to the prodt
practices the activists are opposed to. This exposes the firm to risk, and risk is punished by
markets through the individual decisionsimiestors, who tend to be risk averse. This opens

the firmds o p p opoliticalmokiligatiomas mahagers illobe expected to



91

| everage the firmdébs resources to enact pol.
firm will depend on varias elements, which will include its investment in its brand and its

reliance on the product itself.

The response of a firm to social and environmental demands will be influenced by the
cost of not complying with these demands which, when we are dealiihgneitstate
pressur e, depends in | arge part on the fir mi
firms will have different market strategies (e.g. customer base and line of products and
services) and these will be affected differently by-state political pressure. As the cost of
noncompliance increases, more resources may be allocated to cover the costs of cooperation,
expanding the opportunity window for political actions. The cost of compliance will be based
largely on the cost of eradicatinbe offensive products out of its supply chain, and the

ability to either absorb these costs or to pass them on to the consumer.

To summarise, the suggestion here is that variation in firm responses to societal
demands within the same industry is influehd®y the extent to which the core market
interests of the firm are threatened and the relative cost at which compliance can be achieved.
In other words, it is a coftenefit analysis in which the cost of compliance is measured
against the benefits of rigkitigation. Ways in which to measure the level of threat a firm
faces from activist campaigns include its reliance on reputation and the diversification of its
business interests while the cost of compliance will be a function of the complexity and

flexibility of its supply chain and the price sensitivity of its core customer Haae will

42 While economiebasedexplanations of corporate political behaviour have also stressed factors such as the
size of the firm (Schuler & Rehbein, 1997; Cook & Fox, 2000), ésisatjonal slack (Bourgeois, Il 1981;
Meznar & Nigh, 1995), and its capital structuraibin & Barnea, 2005these factors tend to find their
explanatory power in measuring unsolicited corporate political behaviour and instances e¢awgtiance in
sccial or environmental issue areagésHillman et al., 2004 for an-@tepth review) The contention here is

that therisk-cost ratiois of primary concern when responding to external threats and this relationship is more
directly related to and observabtarough the specific costs of risk mitigation for each type of firm; indicators
related to the general availability of resources for political activity would constitute secondary indicators.
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look at these indicators in slightly more detail before moving on to the institutional

dimensions of the I0S model.

One way that firms mitigate rivalry and the threanefv entrants is through product
differentiation. Brand name and exclusive rights to designs are two of the main ways of
differentiating products and creating brand loyalty. Naturally, firms differ in the extent to
which they rely on branding. While we wrdtand branded nodes of the supply chain are
more susceptible to NGO pressure, we can also differentiate between the level and type of
branding within a sector. Individual firm branding has two potential impacts on variation in
firm responses, namely, hely-branded firms should be more susceptible to NGO pressure
and should also be more likely to respond individually rather than collecfi/@lye first
expectation is rather obvious, while the second is related to the industry level of analysis in
that nore branded firms have a larger cumulative investment in itndividual reputation
and are thus more likely to respond proactively regardless of the response of others in the
industry (Sasser, 2003). Therefore, the more a firm relies on its brand isgget af its
marketing strategy, the more likely they are to respond proactively testatan political

pressure.

The extent to which a firm relies on a particular product will decrease as the
diversification of its products and services increases. Largepanies operating at scale
also reduce the threat of rivalry through the sheer diversity of their retail products. They are

less invested in any one product type and may walk away from deals when they are not

*Hillman, Kein& Schuler (2004) have shown that firm age hasrbeged for a proxy in many studies for

WHAEADE 27T TVAK.Q nonlnlodaiSRBAQdzd . F NPy S mMdphppT . 2RRSgdy 9
Baysingemdy y 0 X YR WSELIBNRSY OLD{ 2 NIHEHESEB)RVhid Gouldall t £ YI y 9
conceivably be linked to the susceptibility of the firm to NGO pressure, and certainly to its potential political

AYLI OGT K26SOSNE (KS tS@St 2F oNIFYRAY3I Aa | Y2NB RANE
purposive strategy to diffemtiate the firm, create intangible value and, therefore, constitutes a conscious and
2FGSy Oz2aidte StSYSyid 2F GKS FANNQA odzaAySaa Y2RSt | yF
established firms that remain insulated from reputational thigespecially those that are not consumer

facing.
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perceived to be in their favour. This drasatly reduces the power of suppliers upstream and

buyers downstream, making the companies much more immune to leverage exerted through
supply chains, including that by wodlle regulators, as the less dependent the firm will be

on any particular product @upply chain and the more easily it should be able to shift its
interests away from contentious areas of business (see also Schurman, 2004, p. 249). In
addition, the more diversified a firmds bu
interests a@ss departments. Shaffer and Hillman (2000) have argued that the greater the
diversification within a firm, the greater the likelihood of infitan conflict and the greater

the costs of coordinating political strategy. Taken together, the more divetbiéiddm is

the less likely it is t@ngage proactively in response to civil society contestation

Rel atedl vy, the cost of eradicating the of
depends on its sourcing strategy. Some firms opt for a fully intelgsafgply chain so as to
maintain control of the quality and price of its supply while also reaping the financial benefits
of any valueadding activities upstream. Others will opt to source using-&ntgh, short
term contracts from varied suppliers, gigithem the freedom to source the best products
available at the best price available. Much of this depends on the industry, but much depends
on an individual firmds market strategy as
have an easier timeamtaining standards, tracing prody@sd controlling processes along
the supply chain. However, armbés | ength sou
flexibility in switching suppliers or, in some cases, passing the cost of compliance on to
suppliers if the buyer holds sufficient market powérTherefore, the sourcing strategy of
individual firms is an important factor as the complexity and flexibility of their supply chain

will influence their ability to respond to patil risk in a timely fahion. However,

MEKAA 62dA R 0S8 1Ay (2RRESABFIAQAYCMDHHE OKIMYy WDRESDBCSH
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explaining precisely how the elements of complexity arelxXli bi [ i ty i nfl uen:ct

political mobilisationis a task for empirical investigation.

The ability to absorb the cost of compliance or to pass these costs on to the consumer
will depend on the margins at which the firm operates and the price sensitivity of its
customers. Large retail companies, especially the diseap#rstores, compete largely on
price. They leverage suppliers and squeeze margins by utilizing their scale mssnom
Rivalry and the threat of new entrants are diminished as smaller retailers will find it difficult
to compete based on price. Additionall vy, t h
affect its ability to mobilise politically. Absorbing thaitial costs of (over) compliance is
difficult for many firms, especially those with low profit margins. The ability to pass a
portion of these costs on to the consumer is dictated by how price sensitive these consumers
are. The smaller the margins anéth gr eat er t he price sensitivi
less opportunity there will be for business actors to mobilise the resources of the firm for

political purposes.

Institutional dimensions

We have just established the manonomicelements shapg the opportunity window
available for business actors to mobilise their firms politicalgwever, this window only
represents an opening for political activity. Whether and in which ways a firm takes

advantage of this opening is less an economic &sdanore an institutional one.

The corporate culture of the firm will affect how firms respond to activist pressure as
managers interpretissue$ or exampl e, t he T throughctieepnstitutomal 6 di r t

lens of the firm and initiate a resgmbased on this interpretation. Not only will managers
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systematise solutions as they push possibil
culture, but their ability to spearhead policy innovations will be affected by the management
structure of he firm and the position of woulde institutional entrepreneswithin it. Some

insights from organisational sociology will assist us in expanding on these ideas.

Firms constitute a specific form of organisation, but otherwise demonstrate many of
the characteristics common to all forms of social organization. Powell and DiMaggio (1991,
27-2 8) note that 6organi zational environments
taken for granted beliefs and widely promulgated rules that serve as temfuates
organi zingo. I n the case of a corporation, t
the firm. This corporate culture is sometimes formal, such as the official values and goals
stated in company documents and referenced or amendedehditide meetings. But it also
includes informal cultural elements that develop and evolve over time and repetition of the
firmds oper at i eommrdormal\Wlersenth af corpdrater cultaré will be closely
aligned with the business model and mérig strategy of the firm as these characteristics

will develop, and be developed, simultaneously.

Edgar Schein has written arguably the most influential works on the subject of
organisational culture and leadership from a management perspective (segarfiple,
Schein 2010). He explains that leadership and culture are intertwined (S@L0).
Leaders are the main architects of culture and founders of a firm often act as norm
entrepreneurs in establishing the culture of the firm. Once culture Higlséal it guides and
constrains behaviour, to the point of influencing what kind of leadership is even possible for
the firm. Cultures evolve and as they mature they become increasingly stable as they develop
from shared learning experiences that leadlttared, takeifior-granted basic assumptions

held by the members of the group or organisation (ScBeitD, p21).
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However, there are mechanisms to change elements of a culture within an
organisation. If elements of a culture become dysfunctional, i te leaders to speed up this
cultural evolution by intervening with managed culture programs (Scl2€ih0, p.3).
Cultures become dysfunctional when they no longer lead to appropriate actions in any given
situation and will usually be dislodged andrei@d when a firm faces a
threatens their core operations, which are intertwined with the culture of the firm. So leaders
ultimately create, embednd manipulate corporate culture to meet the operational necessities
of the fim. In the words of Schein (2010,9.) &é[ t ] hese dynamic proces
and management are the essence of leadership and make you realise that leadership and

A

cul ture are two sides of the same coin. 6

So how doegorporate culture influence corporagielitical mobilisatior? Corporate
culture is drawn upon, explicitly or implicitly, by agents of the firm when interpreting
alternative courses of action the firm may take under any given circumstance and, more often
than not, make decisions that will orighe firm accordingly. Rules of conduct and standard
operating procedures will be aligned to these cultural elements and, even if they are not
specified, these cultural elements act as a simplifying model, or guide, for organizing firm
activities. As AnnSwi dl er expl ai ns, 6cul ture represent
both institutionalized ends R Thehmmingointr at e gi
is that managers regularly rely on the cultural structures to help them orienadheirs
taken in the name of the firm. It is also wordmemberinghat one can expect the level of

impact of corporate culture on decisioraking to be greatest when uncertainty is high and

“>We can consider a corporation to be a type of formal institution and corporate culture to be an institutional

framework of sorts. An institutional framework is a social construct that allows an organization to, as Scott

aleas WRSTAYS (KS SyRa FyR akKl LIS G(KS YoSloywapdpmE micinOOARN
in Powell 8DiMaggig1991,p.28). Powelland A a  33A 2 02y OdzNY W/ dzf (dzNIF £ FNI YSa
meansanRSTAY S RSAANBR 2826 02YSaxXQ omppms Lld
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there are multiple possibilities for action and react{idiMaggo & Powell, 1983; Powell &

DiMaggio, 1991)

Schein (2010) has provided a succinct framework with which to understand and
analyse the interdependent roles of culture and leadership in shaping firm detiog.
According to Schein, organisational cuducan be understood as existing on three levels,
namely, as artefacts, espoused beliefs and values, and basic underlying assumptions (Schein
2010). The first two levels are utilised in the framework as they lend themselves to empirical
analysis while thehird level, basic underlying assumptions, can only really be deduced from

gathering evidence at the other lev8s.

Artefacts are those elements of culture that are the most visible to the observer and are
demonstrated by actions and processes. In othetswithey constitute observed behaviour,
which is easily viewed but difficult to decipher. The role of the researcher is to interpret what
agents of the firm do and hypothesise reasons for it, which can be accomplished by looking at
how they do things intber areas and drawing parallels with their adion the area under
investigation In this case, it consists of looking for similarities between how the firm is
approaching and operationalizing its respon:

faced in the past or issues it faces in other areas.

Espoused beliefs and values refer to the ideals, values, godisspirations of the
firm. Corporations will often have a set of written goals and ideologies that form the

foundation of the rationalaions agents will give for various actions when asked. It is

*® Basic underlying assumptions are the unconscious, or taken for granted, beliefs and values that will inform
the other two aspects of culture argb ultimately determine behaviour, perception, thought and feeling of the
agents within thefirm. This is the most deepeatd of the three elements of culture and roughly correlates

with the idea of the worldview of the agents within an organisationséah, this is probably the most difficult

to measure, but for the analysis at hand it is simply a matter of interpreting the combination of artefacts along
with espoused beliefs and values. There are no neat lines drawn between these levels in the ichdbutar

will be important to keep these analytical categories in mind as we attempt to interpret the role that corporate
culture plays in influencing firm responses.
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important to note that these stated goals and ideologies may or may not be congruent with
actual behaviour and other artefacts. Il n th
values wil be available in the form of CSR strategic goals in company documents as well as
verbal rationalizations given in media interviews and personal communications with the

researcher.

Additionally, the management structure of a firm will affect the abilityiraérnal
champions of policy innovations to drive initiatives forward. The main factors affecting the
ability for latent institutional entreprenesrto mobilise the firm will be its ownership

structure and the position within the firm of those tasked with responding to the issue at hand.

As mentioned earlier, whether a firm is publicly traded or privately owned should
affect the ability for managets mobilise company resources for political activities. Owner
operators will naturally have more leeway in that they are not accountable to shareholders in
financial markets or the Board of Directors overseeing company management. Policy
decisions and fin expenditures can affect share values and managers must gain approval for
significant policy shifts and use of company resources from the Board. These accountability
mechanisms are conservative structures that remsiitutional entreprenesrand terper the

effects of agency on the political mobilisation of the firm

A second defining feature of managemstructure that can affect corporate political
mobilisationis the position of power within the company of those in charge of responding to
the political issues introduced by activists. In other words, who is in charge of spearheading
the initiative and what type of power do they have within the firm. Are CSR initiatives
handled by a Marketing and Public Relations Department or is there an estabtibtiesl p
arm developing and implementing policy? Do CSR representatives have power in the

boardroom, or are they employed to attend workshops while decisions are made without their
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input? Naturally, these are difficult questions to answer, but investgatio is tasked with

driving corporate responses to the issues at hand and the decaiorg pocess through the
phases of corporate political mobilisatien clearly of critical importance. Once again, an
historical proces$racing approach is appropiega especially as past crises will almost
certainly affect both the power of CSR departments and the embeddedness of CSR norms

within the industry and firm.

Economic dimensios

Institutional dimensions

Exposure to risk

- Level of branding
- Reliance omroduct

Corporate culture

- Artefacts
- Espoused beliefs

Cost of compliance

Leadership structure

- Sourcing strategy - Ownership structure
- Price sensitivity of consumers - Position ofinstitutional entrepreneus

Table3: Economic anaultural dimensions of IOS modekextended version with indicators

CONCLUSION

Industry opportunity structures for corporate political mobilisation are defined as, to adapt
Sidney Tarrowds (1994, p . 18) now cl assic
environment which either encourage or discourage business actors fragrthesiresources

of the firm for political action, of which there are four, namely, the level of risk that activists
expose the company to, the relative cost of complying with activist demands, the normative

fit with the existing corporate culture, and thesition ofinstitutional entreprenesrwithin
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the leadership structure of the organisafibihis 10S model offes a number of fairly
intuitive propositions to carry forward into the case stuthes will guide the investigation
into the impact of firrlevel structures upon the political mobilisation of firms as well as help

us evaluate the model itself through the empirical findingsnely:

1) As the exposure to rishcreasesthe level of firm engagement with the issues and the
strength of the commitments they make are likelytoease
a. Thehigherlevel of productbranding, thénigherthe exposure to risk
b. The higher the reliance on the targeted product category, higher the
exposure to risk
2) As the relative cost of compliance with activist demaindseasesthe level of firm
engagement with the issues and the strength of the commitments they make are likely
to decrease
a. Thehigherthe level of complexity in the supply chaithe higherthe cost of
compliance
b. The higherthe price sensitivity of the customer base, lirgher the cost of
compliance
3) As the embeddedness of social responsibility in corporate cutitneasesthe level
of firm engagement with the issues and ttrerggth of the commitments they make
are likely toincrease
a. The higher the prominence of social responsibility concerns in company

materials, the more receptive the corporate culture

*"For reference, Tarrow (1994, p. BSFA Y S& LJ2f AGAOF f 2 Ldsinddf theypalitical & G NHzO G dz
SYGANRYYSYyil 6KAOK SAGKSNI SyO2dzN} 3S 2NJ RAa02dzNF 38 LIS2L
four, namely, the degree of openness and closure of the polity, the stability or instability of political

alignments, the pesence or absence of allies and support groups, and division thitbielite and its

tolerance or intolerance of protests.



101

b. The higher the prominence of social responsibility concerns in company
adions, the more receptive the corporate culture
4) As the autonomy and decistomaking power ofnstitutional entreprenesincreases
the level of firm engagement with the issues and the strength of the commitments they
make are likely tancrease
a. The higherthe proportion of external investors, tlosver the autonomy and
decisionmaking power ofnstitutional entreprenesr
b. The higher the position within the company of internal champions for the
issues, théhigher the autonomy and decisignaking power ofinstitutional

entreprenew

Note that here is no claim being made that presence or absence of these opportunities causes
or negates this political mobilisation, but the likelihdods well as the timing and intensity

of political mobilisation increasew/hen tlese opportunities are present. It proposes that
leadershipis likely to be a keyelementin all of the lead firms investigated, and one
seemingly missing from those that have yet to respond. Without this leadership, the

opportunities arenorelikely to remain dormant

The model is, thexfore, built to explainthe ways in which firrdevel structures
impact upon the political strategies of firms while the empirical study itself is designed to
make this model more relevant and robust by investig#ti@egvays in which different firms
mobilise politically in response to the politicisation of their markée modelsuggests that
the confluence of kegtructural elementshould beable to account fodifferencesin firm
responses to civil society pressuboth the form of political engagement between different
types of firms and the timing and depth of engagement amongdirtite as well as offer an
extended theory of the consequences of the poliictvities that result. It contributes to

debates surrounding the promise gmetil of the apparent rise in privategulation by
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offering a nuanced perspective on the ways in which these initiatives emerge and their
consequences moving forward. It does so with a@ehetressing structured agency in which
civil society contestation plays an enabling role, offering embedded business actors

opportunities to drive change forward.

The remaider of the thesis traces the political mobilisatidreach type of firm from
the initial politicisation of the market through to the creation of 43tate, or private,
institutions. Chapter three establisliike conext through an analysis of the glohmilitical
economy of goldand gold jewellery befor&urning to the individual casein chapters four

through six.
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CHAPTER % THE POLITICAL ECONOMY OF GOLD

INTRODUCTION

Mineral extraction, and especially the extraction of precious commodities, comes with a long
history of violence, both social and environmental. While iiseies associated with other
production chains are significarthe stakes along the gold commgdihain are, arguably,
much higher Civil society actors have beeattemping to make the link between gold
jewellery demandand the practices deployed by a fairly insulated mining indistrgiened
with the baggage of its often crymst

This chapter paints a picture of the global political economy of gold extraction and
consumption,representing the broad strokes of the gsial It begins by explaining the
global significance of the gold commodity chain and, specifically, its environmanthl
social impacts worldwidelt offers an explanation as twhy negative practices persist by
focusing on the major challenges of redmi@ gold mining through traditional state
institutions. It then expands its perspective on regulating commodity chainsebyréting
the evolving powerelaions running along these chains, particularyongst business actors
as well as between busigesctors and those thaegeo regulate their practices.

It finds that the complexity of the global gold commodity chain and that of the market
for gold products not only limits the ability to regulate throughdopn, statded initiatives,
but it alsolimits the political leverage that activists targeting the-esé products are able to
achieve. Despite these limitations, just the threat of activist attention seems to have been
enough to spumanyjewellers into action, creating a range of institutitm®ugh which to
engage with these issues. Howetlee, ways in which firms are mobilising politically atige
types of initiatives that are emerging suggest that industry actorsnhawvgained a high

degreeof policy autonomy, at least from the actigishat target them.
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IMPACTS OF GOLD MINING

Gold mining is the source of both positive and negative impacts for many developed, but
even more developing, countries. Thaspactsi environmental and socialare the driving

force behind the demand for regulatidvhile the impacts of this industry may vary in theory

and practice, all will agree that it represents a gigantic industry moving vast sums of rock,
people, and meey on a daily basis. Disagreements abound as to what the net effects of these
movements are for the planet and those that inhabit it, but the potential impacts range from
driving development and funding social programs to compelling human rights abases an

engaging in environmental destruction.

Environmental impacts
The environmental impacts of gold mining vary with the industry practices employed and the
ecosystems in which they take place. Practices differ from one legal jurisdiction to another,
from one method of mining to another, and from one company to another. What can be said
generally is that the ecological impacts of gold mining fit into two categories of ecological
demand, that of sources and that of sinks.

Sources refer to the supply of resmes these mining practices demand. The main
focus is, of course, gold. But for every ounce of gold it is estimated that between 20 and 250
tonnes of rock must be dug and processed, depending on the mine PRDE Larmer
2009, p44). In fact, it has l#n noted that mining moves more earth per annum than does all
of the Earthos r,R002. Me factthat lgaldmmenichg nfoledl&I&t of rock
is generally agreed upon between miners and ecological activists. The disagreement between
these groupss the effect of this massive excavation. Activists claim this waste rock

constitutes a pollutant as many of the ores release toxins once they reach the surface. The



105

mining companies say the vast majority is just benign rock and precautions are taken to
ensure toxic elements are contained.

Another demand mining places on the environment is the large amount of water used
in the process, especially placer mining in which the ore is extracted with water pressure.
Gold mining utilizes vast quantities of thigal resource and tensions run high in areas where
water shortages and distributional conflicts are common.

The demand gold mining places on ecological sinks rétetse waste the industry
relies on the ecosystem to absorb. The processing of ores isvalge quantities of rock and
water, but where does this go afterwards? While technological innovations have allowed for
increased efficiencies including the recycling of water for further processing, gold mining
creates massive volumes of toxic materiaist are not easily disposed of. In fact, the US
EPAG6s Toxic Releases I nventory consistently
polluter in the country (EPA2008). While the largest corporations that constitute the focus
of this study do notise the mercury that smaitale artisanal mines often do, theyteind to
use cyanide leaching to extract the ore in hard rock mining and the sludge left over from this
process is then stored in enormous tailings ponds where it remains isolated from the
ecosystem, barring accident. The threat of tailings dam collapse is-gmnonliability for
companies and the ecosystem for years.

In an industry riddled with scientific uncertainty and variable transparency,
discrepancies between claims and counterdaimnterested parties are commonplace. The
goal here is not to evaluate the environmental effects of gold mining in any great detail. The
main point we can take from this is that gold mining has the potential to have very negative
and largescale impact®n the environment; the decisive factor deciding the extent of this

impact is the type of practices employed when conducting these activities.
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Social impacts
There are many social impactdated togold mining, positive and negative, with the results
depending again on the practices involved. In addition to the potential for distributional
conflicts arising from the industryos deman
local and regional@ammunities in other ways. The introduction of a gold mine into a rural
community can be traumatic for existing seemnomic conditions, especially due to the
majority of such projects being located where indigenous populations predominate. These
effectscan be summarized as shifts in local production patterns, relocation, and demographic
change.

Local production patterns tend to change with the injection of a large project, such as
a gold mine. Trade in commodities makes up a significant portion of waxdé for both
developed and developing countries, but this trade is depended on much more heavily by
developing countries (Sapsford &lorgan 1994 p. 5).*® Reliance on primary commodity
production is fraught with risk. Quantities pfimary commoditiesraded tendo grow less
rapidly than other goods; therefore, the val
price movementthan anything else (SapsfordMorgan 1994 p.5). Thus, the determinants
of commodity priced and price volatilityi aswell as the terms of trade for commodities
versus manufactured goods are of the utmost importance to countries reliant on primary
commodity exports.

An additional social impact shared by natural rescoetiant regions is the scalled
0 Dud ¢ B ewdherebyonatural resource exploitation negatively affects the development of
the manufacturing sector by reducing its competitiveness in global magatsof the

resource curse, first introduced by Richard Auty and later expanded upon by Jeffrey Sachs

“®For an industry study specific gold see WGC, 2012d.
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andAndrew Warner among others, the effects of whiehaell documented elsewhere (see,
for example Auty, 1993; Sachs & arner 1995 1999, 2001

Perhaps more significant at a local level is that often the opening of a mine will shift
economies from generahsold agricultural practices to shortarm work associated with
the mine. While the initial injection of money may lead to improved living conditions and
general weHlbeing of the community, it has the potential to simply lead to an influx of more
skilled, migrant male workers resulting in increased rates of alcoholism and prostitiifion
Forced relocations are possible, mass relocations are common, and reallocation of land from
its traditional uses is almost guaranteed.

Additionally, gold mining has been implicated in the controversy surrounding
6conflict mineral s6, wlemnacratic Rapublic ofiCongddRC) s mi n
that have been shown to be fuelling thegming and violent conflict in the region. The
minerals implicated ithe conflict include the se a | | e d tim tAnfaturd, arw tungstén
as well as gold all of which are used extensively in the electronics induStiost of the
gold from this region is mined by the artisanal, srsalle miningASM) sector as opposed
to the industrial, largscale mining (LSM) sectorand projects taking place there are not
only, allegedly, fuding the fighting factionsbut forced labour and rape are common
occurrences in and around mine sites in the couiitng. newly passe®oddFrank Bill,
Section 15020 f Presi dent WalbStreea Beform| Agtplagne to introduce
legislation forbidding the sourcing of these minefedsn the region Although most applaud
the initiative, many groups are now concetrieat this law may have the perverse effect of
denying an important livelihood strategy to thousands of mineitee DRC and surrounding

areas(see, for exampleAronson 2011). It furthers the narrative of illegality and violence

9 See, for example, CASM, 20Hinton, Veiga Beinhoff,2003; Mong, 2010Mercier, 2011.

M0 8S8s F2NI SEF YL ST GKS OF YLI A HakélTFai(Ehakaitfaiiargaktte y ¢ A OG YA
EnoughProject (enoughproject.org). Also see Nest, 2011 for an engaging look at coltan, steottifobo

tantalite, which isa formof tantalum used to make resistors in cell phones and other electronics products.
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surrounding policy discussions of ASM, an industry that accounts for an estimat&&olof
gold value (WGC, 2012 but perhaps as much as-88% of gold mining employment
worldwide Ethical jeweller, personal communication, August 1, 2011
Whetheroriginating from theLSM or ASM sector much of the environmental and
social impacts of gold mining will depend on the qualityedulationin the region. It is to

issues of regulatinthe gold mining sector we now turn.

REGULATING TRANSNATIONAL PRODUCTION

The freeing of global trade and loosening of restrictions on capital mobility have increased
the options for production and investment. This has opened the door for market actors to
organize production on a truly global scale, often disaggregating the pordpmcess and
spreading it among multiple firms operating in multiple jurisdictions. This has created new
challenges for global governance as the complexity of these systems requires an
unprecedented depth of knowledge and breadth of coordination effdatively regulated
(see, for example, Reinicke et,a&000). Additionally, increased capital mobility has the
potential to tip the balance of power toward markets and away from theiregatators
(Strange, 1996 eys, 2001

On the one handechnological innovations in communication and transportation have
enabled longlistance production patterns and have opened up new markets by decreasing
costs(see, for example, Thu2008) On the other hand, the large fixed costs of some new
technologie have acted as incentive to increase international trade as firms attempt to reach
the economies of scale necessary to recoup their initial investment (Kab@g, p.43).
These policy changes have facilitated an exponential rise in the power of ti@amsEna

finance as, for example, daily foreign exchange trading increased from USD 15 billion in
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1973 to almost USD 1,900 billion by 2004 (Helleiner, 2008, p. 225). They have also led to a
proliferation of transnational corporations (TNCs) and foreign didoses, which are
approximated to be in the range of 82 000 TNCs, 820 000 subsidiaries, with millions of
suppliers and distributors worldwide (UNCTAD, 2010, p. xviii). These market actors have
organized production on a truly global scale, disaggregati@gtoduction process between
multiple firms operéing in multiple jurisdictions

As Laura Raynolds has argued in her study of the institutionalization of flexibility in
the Latin American agricultural sectdayilding on the work of earlier scholaffer example
Piore & Sabe) 1984, Al firms, whether they be subsidiaries of very large transnational
corporations or modest firms established by entrepreneurial capitalists of domestic or foreign
origin, have had to cut costs and institutionalize flexiteduction systems in order to
remain competitive under chagi ng wor | d e c dRapnoldsd994; p.1s).i t i ons
This applies to the extractives sector as welith\the innumerable uses of the many forest
products harvested and the myriad minerats metals mined, extraction becomes a node in
the vast array of commodity chains spinning complex webs of industrial netwitie
many firms in the extractive industries, especially mining companies, remain traditionally
organized, the numerous actorspansible for sourcing gold arttie myriad intermediaries
supplying the large retailers downstream certainly fit this model well. Thus, tracing the gold
from mine to retail, a prerequisite for netate approaches to governing the supply chain,
will require a deep understanding of the global gold commodity chain.

To further understand this deepentransnationalistion of productionanalysts may
disaggregate these global network#€o production chains originating from a single
commodity According toGaryGer ef f i , commodi t vy -omgdmigationa ar e
networks clustered around one commodity or product, linking households, enterprises, and

states to one another thin the worlde ¢ o n o @Geyefii & Korzeniewicz 1994, p.2; see
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also Hopkins& Wallerstein, 1982 These chains consist of various nodes, each node
corresponding to a stage in production. For example, the commodity chain for any given
mineral or metal would include various interconnected nodes representing finance, extraction,
primary and sometimes secondary processing, manufacturing of products, marketing,
retailing, and advertising. In addition, the chain would include a multitude of related
activities, such as transport and packaging, as well as legal and environmental 9dpstes.
nodes are part of multiple networks with trade and financing occurring at every stage of the
production system. These nodes are increasingly widespread across the globe so that a
commodity may cross many borders en route to final consumption andsalispr
extractive industries, this means that although the extraction phase must take place at a
specific location, the entire production network may span the entire world.

This paints a much more complex picture than simply an increase in international
trade involving the import and export of finished products. As Manuel Castells argues, the
global networks formed by major corporations seem to transcend national boundaries,
identities, and interests as multinational enterprises become networks embeddtzinal
networks and each component of these networks, both internal and external, is embedded in a
specific cultural/institutional environment (Castell996, p208). The point is that when we
cease to view resource extraction as a primitive industd begin seeing it as both an input
for and an intersection within a web of global commodity chains forming denationalized
networks of production, consumption and distribution, we uncover a source of both new
difficulties and also new opportunities fi@gulating global extractive industries.

Globe-spanning transactions and interactions forming commodity chains of
production, consumptigrand distributiorrequires arguably,a new logic of governance that
is not based on regulating territorial spaces, but based insteadwatingeconomicflows.

Regulatingeconomicflows requires the leveraging of incentives within these commaodity
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chains to induce socially and environmdlgtaustainable practices. Changing the incentives
of actors at any node along the chain can result in feedback mechanisms that change other
actorso6 incentives up and down t he-evalbatkei n.
their practices irtead of simply sourcing resources from locations with more amenable
regulatory policies. Leveraging can come in either the form of lepailging regulation
through the state or through ntagalistic leveraging in the form of information provision
and nomative contestation, both of which can lead to the reevaluation of practices based on
mateial and ideational incentives. Each commaodity chain will, however, come equipped with
its own unique set of opportunities and challenges.

In addition to the two ming industries operating sidgy-side, ASM and LSM,the
global gold commodity chain has many characteristics that make it exceedingly complex.
Sites of extraction are geographically dispersed across the globe. Once mined, gold is
valuable enough to be sipgd great distances for refining and manufacturing. Along the way,
the commodity is mixed witlgold originatingfrom other sources, including above ground
sourcesAdditionally, the demand for gold iginates from a number of sectors and a number
of natioral marketswithin each sectorincluding financial markets. Even the US jewellery
industry, the focus of this study, is itself highly fragmented. This complexity leads to
difficulties for those attempting to regulate trade in the substance, both fronm sitiie
institutions and outside of them. This is in large part becthiseeomplexity reduces the
leverage woulébe regulators can obtain over the producers, traders, and consumers. This, in
turn, leads to a very amplex governance landscape evolviiigm the cooperatiorand
cortestation between business actors and those who seek to regulatd hieefallowing
analysis will review the problems specific to regulating the gold commodity chain through
the territorial state before shifting focus to themstate regulatory directives that are the

focus of this study.

TFh
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REGULATION THROUGH THE STATE

Governments face many challenges when attempting to regulate gold mining to maximise its
positive impacts on their citizens. Host countries, where the miakes place, face different
challenges than home countries, where the mining company headquarters are based.
Therefore, we will look at each in turn.

Host governments often lack both the will and capacity to effectively govern mining
operations within theiborders. Countries may hiede to impose restrictions on largeale
mining LSM) as there is heavy competition for capital in the contemporary global economy
and states would be remiss to not attempt to attract it. The fear for policymakers is that
implementing onerous regulations on an industry will dissuade companies from investing in
their country and perhaps even chase awagstors already operating there. While one
would be harepressed to find an enterprise less mobile than a mine, the immenhsity
investment decisions made by the LSM se¢tor terms of direct and indirect employment,
procurementand tax revenuesee, for example, WGC, 2012dsupplies the industry with
an abundance of structural power in policy discussions.

It is difficult to say for certain how rédhis threat of capital flight, divestment, or
regulatory arbitragenay be in a given situation. The idea that business shops around for the
| owest regul ations and the | owest wag@ges cer
bottombé hypothesi s, as the phenomenon is <cc
assumptions and generalisations thatfact, differ between industries and locales (see, for
example, Mosely2005). Capital is not perfectly mobile and so exit costschpital can be
substantial. In capital intensive industries, such as mining, there are sunk costs in fixed
infrastructure that are a significant disincentive for firms to pgrkand leave due to
regulatory costs. Even if we assume that firms are endlovith complete information, the

costs of social and environmental regulation in the mining industry are only one factor in a
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costbenefit calculation that will include available locations for the resource, the market price
of the commodity, the geology drtherefore cost of extraction, the political stability of the
host state, the local infrastructure available, the level of inflation in the immediate vicinity,
the proximity to marketsand the human capital available with which to assemble a
workforce (Government of Canagd@ersonal communicatioMarch 31, 2009 These factors
will have different values in different localities. Developed countries may be able to tax and
regulate at higher levels as they tend to offer many of these benefits, soldses;oximity
to markets, higlgrade infrastructure, highly skilled workers, and political stability just to
name a few. Developing countries often lack these tangibles and so specializeskillkxly
low-wage nodes in the commodity chain. They mawrdfore, be more susceptible to
pressures to reduce costs at the margins than the developed countries that have been at the
centre of most studies looking at national economic competition (see, for example, Krugman
1996; Wolf 2004; Hay 2008). However,timust be noted that factors such as the price of
wage labour only represent a significant proportion of costs for tabtensive industries,
such agextiles and do not rank as highly on the balancees$ of the capital intensive, LSM
industry. Desp# the inconclusiveness of empirical findings, the perception of risk in
regulating continues and this perception alomeeases the structural power of industry and
may, in fact be enough to alter the ability of governmentseigulate effectively

Another explanation for a lack of stalied regulation is that the vast majority of both
ASM and LSM projects take place on indigenc
marginalised communities who are undepresented at the national level. Additionaity,
many countries, especially developing countries and especially when dealing with the
extractive sector, corruption can rear its ugly head and regulatory obligations can be avoided

while money is diverted.
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Even when courageous and weleaning governmeés enact laws protecting miners
and mining communities, a lack of capacity can render regulation useless. Impact
assessments are expensive to carry out and, even when these costs are transferred to industry
as is usually the caséhe administrative capdgito follow-up may not be up to the task.

Even more of a potential problem is the cost of monitoring and enforcement. Often
developing countries simply do not have the resources to keep tabs on the many remote
projects taking place in their territory. Adlf these issues are exacerbated when there are a
multitude of ASM sites with many operating outside of the formal economy.

As for transnationalbhactive LSM companies,ame governments are confronted with
many incentives to not regulate their companiesrajing abroad. They fear reducing the
competitiveness of companies that face competition from unregulated rivals. Home
governments certainly do not want to lose the tax revenues, jobs, and spending power of
these companies at home and strong corporaledsiare careful to remind policymakers of
these regulatory risks.Even if home countries were willing to regulate companies operating
abroad, issues of sovereignty and jurisdiction come into play when it comes to enforcing such
regulations.

While sometimes exaggerated, home states do face significant challenges when
attempting to regulate their companies abroad. The logistics of governing actors working
within increasingly complex global commodity chains that cross andoss national
boundariesare indeed daunting. Gaining support for regulation is made even more difficult as

the negative impacts of supply and demand are often hidden from the view of its @tidens

* See, for example, the recently defeated Canadiar3B0 which proposed linking federal assistance to

Canadian companies, such as financial and political support via t@dmissioners, Foreign AffaiExport

Development Canada and the Canadian Pension Plan, to their corporate social responsibility record overseas.

Such a law tiptoes around issues like jurisdiction and sovereignty and allowp#nirels to bringcomplaints

F3rAyad O2YLI yASa gKAES FOly26ftSRIAYT (KS F2B8SNYYSyYyic
thus, arguable complicity in their actions. However -Bl0 was defeated in parliament by a slim margin

thanks to the ruling Conservaéwarty and heavy industry pressure amid fears of a loss in competitiveness

and threats of moving the companies out of Canada (Koven, 2009).
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consumersThis can result in policy discussions that are heavily skewed tdhaniddustry
perspective, as a critical mass of dissenting, citizen voices are stifled by a lack of information
about the issues.

The concepts 06 d i s t dPmincenn 1B/, 2002; Clapp, 200) d 6 s hadowi n
(Dauvergne 1997,2008) are useful in understding the challenges faced when states and
other interested actors attempt to garner the political will and resources necessary to govern
global transactions and their effects.

One of the effects of complex, transnational commodity chains is to increase th
distance between economic actors and the ecological and social feedback mechanisms that
might otherwise limit socially and environmentally undesirable activities. As the commodity
chains lengthen so too does the social and geographical distance beseene extraction
decisions and the consumption choices up and down the commodity chain that drive the
practice. The result is a lack of information and understanding about the effects of economic
decisions and a lack of incentives to halt those practicas cause undue social and
environmental degradation.

Distancing an take many forms in a globa economy. Thomas Princen argues that
distancing occurs along four dimensions: geography, culture, bargaining power, and agency
(Princen 2002, p.116). Whle geographic distance is often increased with globalization, one
could argue that spatial distance has always been a factor separating economic actors from
the implications of their decisions. One need only think of the exploitation of commodities in
far-off lands during the age of empire. It is the social dimensions of distancing that seem to
have been most affected by the current stage of economic globalization. Cultural distancing
refers to crossultural barriers that inhibit information, understamgiror identification.
Multiple agency distancing demarcates the additional intermediaries that accompany trans

border commodity chains. Powkased distancing is used to describe the pahir from
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the production/extraction nodes to the financial andiilfetarketing nodes in many
commodity chains.

These constraints are exacerbated by the fact that both firms and states have
incentives to externalize costs offered by jurisdictional discontinuity. Princensatgae
firms and Propensity soexteraalize coats tiirough production processes that
separate produt i on and ¢ ons (Pmmpen 199N p.25@.CThisis somilay
Peter Dauver gne 0ishow pbldical andfecosomia pracessen displace the
externalities of consuntipn onto the least powerful areas of society and nature (Dauvergne
2008).

The concepts of distancing and shadowing, as implications of the growing complexity
of transnational production processes, are useful correctives as they force us to pry our
attenton away from a onéimensional focus on the site of extraction and to identify the host
of economic decisions and power relations that ultimately drive resource use and its
repercussions. Such a perspective requires practitioners and analysts alikeus oef an
emerging logic ofegulationi one that is not based on regulating territorial spaces, but based

instead on regulating flows.

EMERGENCE AND CHALLENGE OF NONATE GOVERNANCE

With states facing multifaceted challenges to regulating the indasthpome and abroad,

there have been a number of alternative regulatory pressures being asserted from different
social spheres of activityattempting to establish counterforce to thperceivedstructural

power of global businesgVhile processes of gl@bization have led to new constraints on the
willingnessand abilityof states to regulate business activity, these same processes have also

created new opptunities for global regulation Civil society actors have located



117

opportunities for policy leveragwithin industrial networks, eroding the structural power of
business actors along multiple supply chains.

Changes in policy, technologgnd organizational logic have empowered civil society
actors to adopt krger role in regulating global industriésee, for example, Price, 2003)
an effort to trim down national bureaucracies, many states have outsourced service
provisioning to NGOs, especially in the development fiélth addition to state funding,
communication technologies have allowed NGOs direct access to donors, enabling them to
acquire unprecedented levels of funding. These same technological advances facilitate
communication between globally active organizatiand local NGOs. The result has been
the formation of dense advocacy networks connecting organizations that have diverse yet
overlapping interests. This allows the various actors to coordinate their activities as well as
learn from and support one anothA&s with globally active firms, NGOs have utilized the
concomitant changes in technology and policy to their advantage by organizing their
activities in horizontal and flexible networkSastells, 1996)

These civil society actors have used their newfounaegps to attempt to fill some of
the perceived governance gaps at the global level. They typically exert their influence in one
of four ways: lobbying governments and intergovernmental organizations; providing
information to governments, the public, andpmrations;monitoring development projects;
and,direct action against practices they deem unacceptable.

The lobbying activities of NGOs have been well documented in the IRtliterésee,
for example, Keck &Sikkink, 1998; Florinj 2000). While NGOs haascontinued their close
working relationship to governments, they have also expandedrdteiinto more direct

forms of regulation Thesemore direct forms of regulatiorwhich include the information

*2This is not a new phenomenon. For example, by the 1980s, Canadian NGOs involved in development
depended on the Gwdian International Development Agency (CIDA) for approximately 40% of their operating
budgets (Leys, 1996, p. 19).
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provision, monitoring, and enforcement activities tr@mrmed above, have been termed
Oprivate governanced as they exert a form o
remaining seemingly autonomous from state institutise®, for example, Haufler, 1993,

1999, 20002001; Clapp, 1998 alkner, 208).>3

One prominent method of policy leverage that NGOs have discovered has been the
marketbased campaign, which targets the most branded and thus vulnerable firms within a
commodity chain and attempts to shame them into demanding sustainable practices from
thar suppliers. In this way, NGOs have discovered a powerful gateway into global
commodity chains that allows their influence to ripple outwards from the targeted node,
incentivizing actors to change their practices throughout the network. As Peter Nesvell ha
argued, these campaigesn be said taonstitute a form of governance as they induce
behaviourthat is rulebound and socially regulated (New&000,2001).

Targeted firms have responded in various ways, sometimes developing or signing on
to a form & voluntary regulation and sometimes actually resorting to lobbying governments
for increased regulation, presumablyptotect them from activists in addition to leveliting
playing field for their competitorsand possibly even creatiregbarrier to emy for aspiring
competitors in the market. These processes can be easily observed in the context of the gold
jewellery supply chain.

Earthworks a small environmental NGO, joined forces wiflxfam Americato
launch theNo Dirty Gold (NDG) campaign aimed at targeting retailers of gold jewellery in
an attempt to gain leverage in the supply chain that they hoped would eventually trickle
upstream to the mining companies themselves, incentivising them to implement practices that
the campmn deem to be responsible. The results have been mixed as companies have

reacted in diverse ways, from proactive cooperation to an initial deafening Silaftbeugh

> e alsoCutler et al, 1999%Cutler, 1999, 2002, 2003, 2009, 2010; Hall & Bierstel@)2; Webb, 2008 for a
range of perspectivesontf@ Y SNESY OS 2F WLINAGF S FdziK2NARGEQ Ay (GKS 3
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the number of firms engaging with these initiatives continues to grow. Some have joined
activistsin publically calling for mining law reform and boycotting gold from certain mines

while others have opted to resist involvement. Some hamedanultisector or industryed

groupswhile others have opted to go it alone by devising CSR pslicice nd 6 gr eend p
categories, developing their own criteria in consultation with more moderate NGOs.

The currentregulatoryarchitecture in the industry is a mixedg of policies with
many divergent views on the effectiveness of any given initiativieile the industryled
certification is ploughing ahead despite dissenting voices questioning its input legitimacy (it
only has firms as members and only allows NGOs to consult on standardsyuitire
stakeholder initiativeis facing problems achievingutput legitimacy as it struggles to
develop standards with both business and activist groups as membersfirbargSR
policies and labelling are questioned at bibi input and output dimensiores criteria are
formulated inhouse, in consultation witlonly select NGOs. Some NGOs accuse these
companies of 6greenwashi ngo, madrenthan snarketing t he s
campaigns. The reality is that the actual impact of these initiaiwels how they will
eventually interface with one anothremains unclear.

What is clear is that much of what unfolds depends on the characteristics of the
commodity chainthe commodity itselfand thetypes of firms operating up and down the
chain. The followingsection investigates the gold commodity chain in its entirety, detailing
the complexity that has made both state andstate regulation problematic. Ultimately, this
has brought the activist spotlight onto the jewellery industng so the chapter then
introducesthe initiatives emerging in this sectioefore turning to the case studies for an in
depth, firmlevel investigation The chapter finds that, although commodity chain and

industrylevel analyses can tell us a great deal about industry responsestivist
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contestation, they cannot account for variation in responses amongst firms occupying the

same position in the production chain within the same industry.

COMPLEXITY OF THE GLOBAL GOLD COMMODITY CHAIN

This section focuses on the geographic elispn of the gold supply chain that make
problematic to regulate through the state, but makese&mingly ripe for nonstate
governance. The chain momplex and, therefore, difficult to regulate on a global scale.
Increased complexity confuses julistional responsibility, confounds accountability, and
obscures the impacts of processes along the chain.

Neverthelessthere are opportunities present for civil society actors to leverage their
power to force change in business practices throughoutch@. By identifying the
vulnerable node in the chain, civil society actisigtanaged to fracture the structural power
enjoyed by industry long enough to incentivise firms to change their practices and break the
cycle of business as usual.

However, thecomplexity of the gold commodity chain also limits the ability of these
activists to control the process of remaking the regulatory architecture; therefore, while firms
have taken notice of activist efforts, they have managed to maintain their signifodiagt
making autonomy in spite of them. The section proceeds with an analysis of the complexity
of the gold commodity chain in its entirety before focusing on the market for gold products,
noting how these industry elements affect the power dynamics detaetors in the
organisational field of gold.

The premise is thatgever dynamics between actors along a commodity chain, as well
as between these actors and their wdnddegulators, depends in part on the complexity of

the chain itself. The basic assump here is that the more complex a chain, the more
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coordination between diverse governing actors will be necessary to force change along the
chain.In other wordstraditional topdown regulation through the state is less likely, industry
and civil society participation is more likely, and the chances forregiflation by industry

along wth other forms of nostate regulationi increaseswith this complexity The
dimensionsconsidered include the number of jurisdictions and the mix of ssmaomic
environments involved along with the number of intermediaries and stages in the production
process.

The number of jurisdictions will naturally affect which type alvgrnanceapproach
is utilisedasthe larger number glirisdictions increasethe need for coordination between
the various actors. Governing bodies, especially the territodellyed state, are limited in
their reach. An obvious example is the intéior@al norm of state sovereignty, which often
limits the willingness and ability of home governments to regullagér firms operating
abroad.

Supply of gold comes from all corners of the world. Golths been mined for
thousands of years and todayminedon every continent save Antarctica, where there is an
international moratorium on the practice (CRE09). This offers the mining industry a
certain amount of flexibility in choosing where to locate their operations, increasing their
structural power reltive to policymakers.

Recall, here are two mining industries existing side by side, the often infoABM,
sector and the formalSM sector. The former includes mostly small, local operations, which
will factor less prominently in this study, whileehatter includes some of the largest
corporations in the world. When Torortased Barrick Gold acquired Vancowased
Placer Dome in early 2006 it became far and away the largest gold mining company in the

world. In 2008, Barrick produced 238.3 tonrasthe stuff, with Nevadé®ased Newmont
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Mining (161.8t) and Londoihased Anglo American (155.0t) a distant second and third,
respectively (GFMS2009).

Geographically speakingn 2010, China was the largest producer of gold with
approximately 13.% of the global total, compared to 10.2% for Australia, 9.0% from the US,
7.5% coming from Russia, South Africa being responsible for 7.3%, and Peru rounds out the
top producers with 6.4% (US Geological Survey, 20The geographic dispersion of this
precious metl is demonstrated by the fact that eveontinent is represented hemaifus
Antarcticg. Together these top six producers account for about 54% of gold production;
however, note that these countries account for about &t he wor | doés | andm:
2012, which suggests that gold is not necessarily as concentrated within these countries as

those figures initially seem to indicate.

Percentage of world production for top six
gold producing countries, 2010

Other
46%

Figurel: Percentage of world population for top six gold proding countries, 2010 (data from US Geological Survey,
Mineral Commodity Summaries, January 2012)

**This correlation between gold production and landmass suggests gold is fairly evenly distributed around the
globe, an observation strengthened by the fact that Indonesia and Canada are the gest laroducers as

well as two of the most geographically massive nations (US Geological Survey, 2012; CIA, 2012). This wide
distribution makes gold largely immune to shoerm shocks due to gepolitical or weather driven supply

risks often associated witother commodities (WGC, 2011, p.5).
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Once the gold concentrate is separated from its environment at the mine, initial processing is
usually done onsite or in close proximity to the source. Theestrate is cast into gottbré

a bar of approximately 90% purity with the remaining 10% being other metals, usually
copper or silverThe golddoré moves from the mines to refiners and from the refiners to a
metals exchange, bullion bank, bullion deaterstraight to manufacturer§he chain can be
quite simple or very complex, but usually extremely difficult to tra@eld used in US
jewellery is not necessarily mined ithe US orevenrefined regionally. It is a truly global
supply chain ashie commodity is valuable enough to be shipped across multiple continents
before reaching the ender. Additionally, mformation on gold transport is very difficult to
come by as it constitutes a severe security threat, not unlike shipping large amousts of ca
(WGC, personal communication, July 18, 20I®)e majority of jewellery fabrication takes
place in East Asia and the Indian SQbntinent (2008 figures show 579t and 557t,
respectively) with lesser but significant industries in the Middle East, Tuitady, other

parts of Europe, North America, and throughout the world (GR2089).

So while mining operations are dispersed widely around the globe, the LSM industry
is dominated by large, transnational corporations whose operations span the worldnand are
always regulated by their home or host governmédditionally, the fabrication stages tend
to be undertaken in regions with a wealth of affordable labour, but ones that are not known
for their strict labour and environmental laws or their transgareegarding processes and
working conditions.

The supply chain is further complicated by the many above ground sources. As a
nearly indestructible metal, all the gold that has ever been mirleekts in various forms.

This meanghe gold used in thmanufacture of a gold ring could just as easily come from the
gold mined by the ancient Egyptians as from a curreghrating mine (WGC, 2011, p).6

As of 2010, theWorld Gold CouncilWGC) estimates that above ground stocks, the total



124

amount of goldhat has been mined over the course of human history, is approximately 168,

300 tonnes, 50% of which exssas jewellery (WGC, 2011, p).7

Total above ground gold stocks in tonnes,
2010

2%

m Jewellery (84,100)

® Private investment (31,400)
u Official holdings (29,000)

| Other fabrication (20,200)
m Unaccounted (3,600)

Figure2: Total above ground gold stock201Q 168,300 tonnegqestimates are from theWorld Gold Council and based
on data from GFMS. Figure adapted from WGC, 201.1)

Jewellery, representing the dominant retail nadethe global gold supply chain and
accountingfor a significant poportion of the demand for gql@ the focus of markebased
NGO campaigns attempting to change practices along the chain. Therefore, the jewellery
supply chain is the strand we an@stinterested in here.

Even when analytically isolated, the jewellery supply chain is geographically
dispersed and extremetpmplex. While mining takes placed in a fixed territorial location,
the creation of a gold ring, for example, is the product of an international affair. The gold
may be mined by a Canadian company in South Africa, where the ore is then shipped to a
refiner in Dubai, after which the gold bullion is sold by a bullion bank to a gold dealer

through the Shanghai Gold Exchange, who then ships it to a manufacturer in Thailand, where
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it is converted to 18K, made into a ring in accordance with a standing ordeshippdd to a
gold retailer in the USefkample adapted from Solomonhicholls, 2010, p6). Therefore, it
is an industry thaaippears predisposed to the emergenc®pftateregulation

As the number of intermediaries increases so too does the satatod between
production, consumption, and regulatory decisions up and down the chain. The fewer the
intermediaries the more potential there should be for traditional;lsthtegulation. Large
numbes of intermediaries complicatbe options available faregulation which reinforces
the need to locate the leverage points along the chain and introduce regulatory mechanisms
strategically. By targeting the ruketting node of a chain (e.g. key buyers in a baymsen
chain), goveming agents can change the incentives of the complex mélange of market actors
up and down the entire chaifherefore, to evaluate the potential for retateregulation we

must examine the market for gold products in more detail.

CHARACTERISTICS OF THREARKET FOR GOLD PRODUCTS

The relative power between the industry actors along a commodity chain and the civil society
actors who targahemis influenced by the characteristics o tbommodity itself as well as

by the market for it.The vulnerability ofan industry to noistate demands for increased
social and environmental standards depends on more than simply targeting the retail node of
a supply chain, but also varies with a number of predpetific factors, the most significant
among them being thlevel of branding in the sector, th@®mogeneity and visibility of the

enduse produd, andthe malleability of consumer demand.
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Level of branding in sector
In order to leverage consumer pressure for increased social and environmental standards in an
industry, civil society groups target the most branded node in the supply En&aSasser
(2003), for exampleyosits that the more branded a firm is, the more likely it will be to accept
some form of certification as it is more susceptible to shawtesawhile also in a better
position to reap the competitive benefits of proddifferentiatior?” The existence of a
branded node and where this node is located along the supply chain is unique to each
industry but naturally tends to be tlsensumeifacing product retailefThe level of branding
along the majority of the gold supply chain is not high; consumers cannot distinguish
between products. As a commaodity, gold is judged by its purity and not by the brand name of
its supplier. Althouglcompanies engaged in the extraction of gold are of a formidable size,
they do not sell directly to the public and so do not have recognisable brands for their
product. Therefore, with the exception of gaining local access to new deposits, mining
companiesio not need to be as concerned about their public image. However, they must still
be concerned with the consumption choices of their clients downstrearusEmbnsumers
may not be able to distinguish between products, but they can distinguish betllezsen/Ae
such, the level of branding at the retail end of the supply chaim figct, very high. As was
the case in forestry, retailers are very concerned with their public image and, where possible
and profitable, would like to source their product/drom suppliers utilising best practices.

The market power of jewellers, and the potential political leverage available to

activists that this represents, is limited by the unique characteristics of the market for gold.

*® Sasser determines that there are three significant variables in play in her study of certification evolution,
namely, the concentration of the market for enude products, the extent to which reputation amongst these

firms is individual or shared, and the level of threat a firm faces from the NGOs that target them (Sasser, 2003).
While the last element is more like our dependent variable here, the concentration of the market farsend
products is discussed in its aveection belowA further hypothesis put forward by Sasser is that industries in
which reputation is shared amongst competitors is more likely to opt for an industtg certification solution

while an industry consisting of individual reputations shdutdexpected to opt for individual forms of

certification.
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Gold differs from most goods at does not necessarily operate according to conventional
rules of supply and demand. In fact, it acts more like a currency than a regular commodity
and the demand for gold as an investment instrument impacts thandgs of the gold
commoditychain in sigificant ways.

From driving imperial expansion to underpinning global finance, gold continually
makes appearances throughout world histdgonsidered a safe asset, gold remains a very
popular investmerdssein global financial markets. first took ona formal monetary role in
1792 when the US adopted a bimetallic standard (along with silver) and continued to play a
huge role in the global financial system until the US went off the formal gold standard in
1971 (CRB 2009, p.103). While gold no longeo f f i ci al ly wunderpins t
currencies, stateamnd other large institutional tradersntinue to horde vast sums as a secure
store of value Gol dés role as an i mportant i nvest mg
dynamics amongst business actors lagitiveen business actors and outside regulators.

Gold is sold and held as bullion in some cases (usually by governments), but more
often it is sold through futures and other financial instruméydar the largest Ovefhe
Counter (OTC) market for golés the London bullion market, overseen by the London
Bullion Market Association (LBMA), which is itself overseen by the Bank of England. This
is where central banks, miners, refiners, fabricators and other major players trade gold
wholesale between one dher. While London has been a significant trading centre for gold
bullion since the f7Cent ury, it wasndt until the 1980s
concomitant growth in the number and types of traders that the LBMA was formed in 1987
(LBMA, 2012).

Gold futures are soldcross the globe with the biggest exchanges being in New York

and Tokyo,on the Nev York Metals Exchange (NYMEX) anthe Tokyo Commodity

*®For an enthralling history of the substance, see Bernstein, 2000.
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Exchange (TOCOM)espectively. Other large exchanges incltite Bolsa de Mercadorias
(BM&F), the Chicago Mercantile Exchange (CME) Group, the Intercontinental Exchange
(ICE), the Shanghai Futures Exchange (SHIFhi na 6s Dal i an CDQENodi t vy
the London Metals Exchange (LME), the Multi Commodity Exchange of India (M&ixg

the Korea Ftures Exchange (KOFEX) (CRR009, p.103 WGC, 2011, p. B Gold mining
companies will often invest in futures to hedge against future price drops while some
speculators will trade shares in gold mining companies as an alternative to futures contracts

(Levinson 2009).

Spot gold price in USD
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Figure3: Graph showing spot price of gold from 1970 to preséwWorld Gold Council website)

With the recent financial downtuo, the gold price hagached record highs. While it was not
that long ago when thHdS ddlar was pegged to gold at USD BBr ounce, the prideas been
hovering well abovéJSD 1700 per ounce for some time now. This has had an effect on the

flow of gold through the supply chain. The high price of gold from growing investment



129

demand, alongwith the negative impact the economic downtlvas had on consumer
spendinghas led to a slump in fabrication demand and a surge in the scrap supply,(GFMS
2009, p.7). This will berevisited throughout thanalysis of the competitive forces driving

market stategy in the jewellery industry.

Homogeneity andisibility of the eneuse product

Previous studies focused on dirgatgeting campaigns have showrat the abilityof civil

society to exert pressure on corporate targei®ases if this pressuieapplied to the major

users and most visible products at the most branded node of the supply chain, usually the
retail node as it is consumer facitigthe unique characteristics of each industry will dictate

to what extent this is possible. The more @riated the market and the more visible the
product, the easier it will be to focus the pressure for chéagser, 2003)

It seems that golgewellery fits both of these criteria very weélllhile estimating the
guantities and value of gold demanded éwgllery is difficult due to the fragmented and
diffuse character of the industrycarding to claims made by activists and echoed by media
the sector accounts for over 70% of newwlined gold(NDG, n.d.) using approximately
USD 82 hillion worth of gold for jewellery fabrication in 20{@eMarcq 2011).So while
demand is also geographically varied, it is largely concentrated in one product category:
jewellery. Jewellery and the arts accoubort just over 70% ofndusegold demad while
around 20% is destined for various industrial uses with electronieg tiee most prominent,
and slightlyless than 10% is earmarked for dentisfNDG, 2012). This would make
incredibly efficient for civil society campaigns to target gold jdeve as they wield

significant leverage within the gold supply chain.

57See,forexample,Klein,1999;Gereffietal.,2001;Ba_rtley,2003;Sasser,2003;Schurman,2004;Conroy,
2007.
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However, these figures leave out the significant demand for gold as an investment
asset. If we include demand for physical bars, coins, BTRad official sector purchases,
then jewelery accounts for less than half of worldwide demand for gold. It should be noted
that investment in gold relative to other drivers of demand has increased as of late due to
world economic instability and the attendant rise in the price of gold, whidivieusly self
fulfilling. Despite shifting relative demand and the quantification of this demand, however
one chooses to measure it, jewellery remains the single most significant driver and by far the

most significant end esproduct category.

Gold demand by sector in tonnes, 2011

i Jewellery (43%) H Other industrial uses (10%)

i Investment (37%) M Official sector purchases (10%)

Figure4: Gold demand by sector in tonnes, 2011aded on data from LBMA, Thomson RergeGFMS, and World Gold
Council)

®ETFstandsfo) WSE-OKI RSB TFdzyRQ YR Aa |y AygSadySyidint aasi
this case, gold. These are also sometimes referred to as ETCs (exthaegecommodities) and are backed

by either physical reserves of the commodity or bynooodity futures. Gold has been traded in the form of

ETFs on the London Bullion Market since 2003 (LBMA, 2012).
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2010 2011
Jewellery 2,016.8 1,972.9
Other industrial 465.6 452.7
Investment 1,577.8 1,686.4
Official sectorpurchases 77.3 456.4
Total gold demand 4,137.5 4,568.5
London PM fix (UD/0z) 1,224.5 1,571.5

Table 4: Gold demand by sector in tonnes, 202®11 (éita from LBMA, Thomson Reuters GFMS, and World Gold
Councl. Table adapted from WGC, 2012c

Naturally, the gotl in gold jewellery isa highly visible inputas there are few products more
visible than adornmentin comparison, the gold employed in the circuits of electronic
equipment constitutes a much smallerrshat the market for gold and is much less visible to
consumersAdditionally, gold jewellery, especially engagement rings, are socially endowed
with an emotive element, making the product category exceedingly vulnerable to shaming
tactics.Therefore, it $ a far more potent tactic to target gold jewellery retailers than it is to
target the electronics industry.

However, the jewellery industry itself is highly fragmented, with the US market alone
composed of about 28,000 specialty s¢padthough the top 50 chains account for almost half
of sales and consolidation of large retailers appears to be increasing (Hoovers,Th@11).
thousands of small, independently operated designers or retailers are not directly targeted by
the NDG campaigand are generally far less active in the politics of gold. Additionddfret
are multiple categories of jewellery with diamond jewellery accounting fer giteatest

portion of the over USIBO billion in sales for the US market, leaving the karot gotdgay
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with just under 10% of this figure (IDEX2011). Despite the fragmented nature of the

industry, gold jewellery remains a potent leverage point for activist campaigns.

Malleability of consumer demand
A prerequisite for creating credible consunpeessure on an industry is the ability to alter
consumer demand, which means there must be substitutes avéilableonsumers are
willing and able to switch their purchasing decisions tow@&ashore andernstein(2000)
identified the malleability of assumer demand as one of three variables that determine the
ability of international campaigns to inflace domestic public policysée also Wilson
2003)>° As discussed,ad is a popular investment commoditjth investmentargely done
by buying stakes in existing gold reserves or sometimes in mining companies themSelves
while a huge proportiorof newly-mined gold is destined for jewellery, its status as a safe
financial asset can be expected to prop up its valuevestors regardless of image and-end
use consumer preference

There are competing products for this newly mined gold in the form of recycled gold
or other precious metals, platinum for example, which some environmentally conscious
consumes have opted for @hnson 2006). However, gold maintains a fairly solid foundation
as a cultural item imostparts of the world (LarmeR009) so we can expect its market to be
more robust than many other luxury items, sasHur and diamondsn laddition to recycled
goldi1 of which there is a limited supplythe market for gold jewellery remains susceptible
i f consumers can SsSubstitute responsibly sou
competing companies can guarantee better practices along the supplyNdhteaithat this

substitution strategy relies on both an ability to differentiate between sellers and an ability to

**The remaining two variables are reliance on foreign markets and likelihood pressure can be maintained, the
first of which is less relevant twur purposes here while the second is a function the industry characteristics
laid out in this section and NGO resources.
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substantiate the claims made by responsible jewellers, which depends on ¢grandin
traceability, respectively (more on this later)

Luxury goods, by definition, are nesssential items and are therefore very elastic.
Their value to consumers is based on wants, not needs. Therefore, when we consider the
market for gold jewellery, image is everything. This makes jewellers very reliant orepg@apl
perception of their product and they only need recall the results of sustained campaigns

against fur products to remind themselves o

wanted to confront i ssues in a peddeatot i ve w
Jewelers of America 6 We in the |l uxury goods sector ha
publicdés trust because even though the thing
essenti al commodi ties floef olrief evee 6Svoe wgeo t s afiidr,
around wus, l et 6s sit down an2006XThigis & mrimes or t t

example of a specific crosection of the gold commodity chain finding its structural power
severely eroded and responding apgplying their instrumental power, by rallying an
industryled response, to rectify the shift.

In addition to the availability of substituteshet socieeconomic and cultural
environment in whichthe market idocated will also have an effect on the polidgverage
available. For gold, consumer leverage is located where the money is and so, for example,
targeting commercial banks (e.g. the Rainfor
and retailers (e.g. the NDG campaign) in developed countriesrbsnpfar more effective
than targeting developing country institutioriis is one of the reasons why consumer
campaigns in the gold supply chain have focused not only on jewellery, but on the US
jewellery market However, while the USs the largest dealoped country market for

jewellery, it is not the largest market for gold.fact, the US and EU markets together appear
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to only account for just under 10% of world demand for gold destined for jew@hBC,
2012).

The cultural significance of the sstiance is high in all corners of the world,
particularly so in India and China. In India, for example, gold passed down through families
acts as an important financial security instrument, especially for women. So much so that
major banks in the countryceept jewellery as collateral for shaerm loans, a practice that
has been going on for generations, and a practice that some commercial banks were recently
legislated to continuéLarmer, 2009 p. 58). The cultural differences between markets is
significant as the three biggest markietadia (746t), China (400t), and the US (1290ffer
very different state and nestate regulatory environments, reflecting the political leverage
available for operators and wotibé regulators.

China and India ardy far the two lagest markets for gold jewellery and their
combined buying power should reduce the market power of US jewellers and, in effect, the
potential policy leverage of activists over mining practidése Chinese market, for example,
is very different than the US or EU markets in that the mg% for adornment are not there.

In other words, the market for jewellery is less based on emotive marketing and more closely
linked to investment. Jewellery is bought by the gram and prices reflect they curad

weight; there are much smaller margs for design and brandingVGC, personal
communication, July 18, 2012This clearly translates into little chance for activist shaming
tactics to work in Asian markets and a reduced leverage of the campaitpesUS and EU
markets because of this safety valve for suppliers. However, the Chinese market is supplied
in large part by Chinese firms, often owned at least in part by the Chinese Government, using
variable environmental and social standards while m@n@insulated from activist pressure
outside its bordersaNGC, personal communication, July 18, 2D1%0 while activist pressure

may not have much of an effect on the mining practices within China, the consumer market
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there may not reduce the leverageransnational activists as much as it would have without
this domestic Chinese supply.

When we consider the large and rising demand for gold jewellery in Asia, the
observation that activist pressure appears to only really find traction in the US and EU
markets, and the fact that jewellery accounts for a decreasing proportion of the world demand
for gold, our estimation of the market leverage activists can manage throughngarget

jewellers must be tempered.

EMERGING NORSTATE GOVERNANCE LANDSCAPE OF GOLD

Despite the very intangible nature of the leverage activists are able to bring to bear on the
mining companies themselves, the reputational threat to jewellers has led the industry to
respond.There are a number of emerging rgiate institutions alonghé gold commodity

chain that seek the legitimacy necessary to alter industry practices in line with their evolving
standards. Competing or complementary, the jewellery industry has become awash w
private codes anctertifications emanating from activistsindustry groups, and muiti
stakeholder initiatives A quick look at the governance initiatives pertaining to the jewellery

industry makes this immediately apparésge apendix A).

First-party initiatives

Individual companies have their own sourcing strategies, whether it be only buying gold from
certain certifiedsourcesor whether they achieve chamf-custody assurances through vertical
integration (e.gBario Nealonly buys recycled gold whil&iffany & Co. only sources gold

from the Bngham Canyon mine) (Solomon & Nicholls, 20108p. Some jewellery traders



136

have established their own label (eQpen Source Mineraland theJeweltree Foundation
administer the O6Wi shes Jlsongetting il the actb(e.tdeher whi | e
Jewelerinchas OEar t hwiWatMarl mow bak ityloo vaen,d Eart hdé | i ne

& Nicholls, 2010, p9).

Activists from the NDG campaign have provided a readyde set of assurances that,
for all intents andpurposes, constitute an activestdorsed firsparty commitment for
companies to sign on tés we have seernhe NDG campaign targets corporations directly,
using shame tactics in an attempt to persuade them to sign onGoltten Rulesa set of

voluntary standards that signatories agree to abide by.

The No Dirty Gold campaigndéds Gol den R

1 Respect basic human rights as outlined in international conventions and laws;

I Obtain the free, prior and informed consent of impacted communities;

1 Respectvor kersdé rights and | abor standards in
1 Not operating in areas of armed or militarized conflict;

1 Not forcing communities off their lands;

1 Not using water bodies or streams for mine waste or tailings;

1 Not operating in fragile ecosystems, pateézl areas, or other places of high conservatior
ecological value;

1 Not polluting water, soil or air with acid drainage or other toxic chemicals;
1 Paying all costs of closure and reclamation of mine sites;

1 Allowing independent verification audits.

Table5: No Dirty GoldGolden Rulegadapted from theNDG website at nodirtygold.ory
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This initiative continues to gain the support, if sometimes grudgingly, of firms within the
industry. As the relative weight of signatories versus-signatories continues to increase
(there are over 70 corporate signatories) and each signatory worksl siveamlining their
practices to match the expectation of Gelden Rulesan increasingly robust regime takes

shape.

Seconeparty initiatives

The World Gold Council(WGC) is the market development organisation for the gold
industry, based in Londonpnd representing the interests of LSM. It is an industry association
with a membership boasting the worldos | eadi
the lead in developing the most comprehen€ivaflictFree Gold Standartb eradicate gold

mined byarmed groups in the DRC from the mainstream gold supply ¢ C, 2012b)

Although they have engaged with actors from all spheres of social activity, inviting feedback

from governments, NGOs, business actors along the supply chain, investors, acatemics,
industry groups, it remains a secepalty certification as the standards were not developed
through a true mukstakeholder initiative. However, despite lacking some input legitimacy,

the standards appear quite comprehensive and are a signifigantachent toward tracking

gold along its supply chain. However, the WGC standard only traces the material from the

mi ne sour ce t o isthen that thé pradwet classcasody take ovet and
contribue to the gradually growing waetif-custody accouirig for the metal at different
stages in production. |t i s also important
gol dé from the supply chain, it i's not me a n

beyond that.
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There area few product specific certifications that take over from there.Global
e-Sustainability Initiative(GeSl) for the electronics industry and tResponsible Jewellery
Council (RJC) for the jewedry industry are two of the moptominent examples. Botlwre
industry associations that have taken on the task of tracing input material through their
respective industry supply chains to account
also provide assurances regarding wider environmental and poatsices. While the GeSl

initiative is another very interesting case, the focus here remains on gold jewellery.

The RJC is a neor-profit organisation formed in 2005 by4 members of the
business community representing all stages of the jewellery sappla i n . |l ts raiso
to counter the threat posed by increased scrutiny of industry practices and to diffetsntiate
memberf rom t he | ess scrupulous competitors in
advance responsible ethical, sociadl @mvironmental practices, which respect humghtsi,
throughout the diamond, gold and platinum group mégalellery supply chain,rébm mine
to ret a2dldé. (RRIJC,member ship requires signator
Pr act igeneralgt, of irdustry best practicevering business ethics, human rights,
environmental performance, and management syst@vith a membership of 360 and
growingg t he norms and rules enshrined in the 0
benchmark forhe industry(RJC, 2012)While the RJQGrains and accredits thhplarty audits
to verify their me mb e r s dheycar il consideredea sewend h t h
party certification here as they gbEr own rulesand maintain control over thresults of
monitoring and complianceln other words,they do have thirgbarty audits by both
accounting firms and environmental auditing firmaghom they certify themselvebut the
results are handled internally and not publisheid (Tinto, personal comunication, August
7, 201). They have recently added a voluntéaBhain of Custodystandard for its members,

definingt he requirements for systems to trace m
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including systems for sourcingegregating, and tramsfing eligible jewellery materials
(RJC, 2012 Additionally, the RJC is continuously improving its transparency, is
incorporating independent (nemdustry) Directors into its Boardnd, reflecting these
changes, has become a recognistthdardsetting bodyby the ISEAL Alliance, a group
that certifies certifiers (RJC, 2012; ISEAL, 2012). So there is a definite evolution taking
place with the organisation as they ratetyttheir standards in the face of continuous
scrutiny from both aiil sodety and, especially, from the ethigalvellers who remain outside

the RJC system. This will be explored in more detail in the next chapter.

Third-party initiatives

Thelnitiative for Responsible Mining Assuran@BMA) is a true multistakeholder initiative
spawned from a 2006 Vancouver meeting involving key players from industry and civil
society that produced the OFramework for
third-party certification for minesThe original steering committee included representatives
from mining companies, from civil society (includirigarthworkg, and from jewellery

retailers (includingWwakMart, the RJC, andiffany). The missions 6[ t ] o dev el

stakeholder generated and supported assurance program for environmentally and socially

responsible mining that:

1 s independently verifiable;

1 ensures the fair and equitable distribution of benefits to communities (including First
Nations and indigenous people), while respecting and protecting their rights;

1 responds effectively to potentially negative impacts to the environment, health, safety,

and culture;

Re

op
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A

9 enhances shd&% ehol der valueb

IRMA is not yet up and running and it seemattmany in the industry had given up on it.
However, as a muhstakeholder initiative seeking wide representation at every stage of
development, IRMA is proving to be a complex, sometimes tedious and, hopefully,
worthwhile endeavour. rBm the very beginng, the architects of the initiative have
consulted with the experienced contributors to existing 4handy certifications in other
industries, gch as, the FSChnifact, they were told to expect it to take about ten years before
it would be operationgNDG, personal communication, April 24, 2012 hey are currently

at the six year mark and, therefore, right on schedule.

There arealso third-party certified options currently available in the formFafirtrade
Fairmined Gold(FT/FM), although the quantities being supplied at this point canreally
supply a niche market. Developed by tA#iance for Respasible Mining (ARM) and
Fairtrade International (FLO)®, the FT/FM certification ensures high environmental and
social sandards, benefitting ASM miners by guaranteeing a minimum price and a premium
paid to contribute to the development of the mining community from which the gold
originated.The standards relate to the elimion of child labour, respe€tor women mi ne
rights, worker safety and environmental practices, formal organisation of praneréiving
conditions in the community all of which are monitored through audits Bip-Cert, the
certifying arm of FLO (Fraser, 2011)As it applies only to ASM miningand only those
communities that have applied for and been granted the right to use the label, the supply of
FT/FM labelled gold is very small and constitutes probably less than 1% of the gold supplied

for jewellery(Industry analyst, personal communicati?November 22, 20)1However, it is

% More information about IRMA is available at responsiblemining.net. You can also view part of the
framework draft developed in Vancuer at the International Mining (n.d.) websitdttp://corporate.im-
mining.com/Articles/ThelnitiativeforResponsibleMiningAssurance.asp

®! Fairtrade Internationaias formerly theFair Labour Organisation.
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an important and growing initiative that benefits the local mining community and

environment directly, making it a firsate third-party standard.

Al t hough watthisgpaind How thesesystems will develoyl & they will
compete for credibility or somehow fit together and complement one anethecan be
fairly certain of two things’ the building of an environmental and social responsibility
regime for the jeellery industry (and, by extensipthe gold ndustry) will continue its
movement toward formalising explicit rules and norms as they evolve;tla@dyolitical

mobilisationof individual firms will play a large role in this evolution.

CONCLUSION

This chapter marked the beginningthe empirical pdion of the thesisand serves as
an introduction to the global political economy of gold production and consumption. It began
by outlining the importance of gold mining and its legacy, both positive and negative. The
environmental impacts of gold miningeaparticularly impactful as it demands the use of
large amounts of resources, both sources and sinks. On the social front, it is also difficult to
overstate its impact. The industry plays a lead role in development and, many would argue,
underdevelopmentNo matter which way one looks at it, the stakes are very high. The
impacts, both environmental and social, depend in large part on the practices employed

which, in turn, often reflect the quality of regulation in place.

Global commodity chains, such as that of gold, are notoriously difficukgulate.
The chapter detailethe ways in whichhe structure of commodity chains affects the power
dynamics between acwialong the chairhoth amongst industry practitionersié between

these practitioners andgulatorsThe global scope of the gold commodity chain crentes
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challenges, but ab new opportunities, for regulatorinterventions.But, to grasp the
opportunities for and limitations of different regulatory irtittas requires a deep knowledge

of theeconomic geographygf the chain

The activists from civil society who are interested in changing practices at the
extraction node of these chaiiirsd the weak link at the retail node and rely on madkéten
resporses to ripple upstream to the mining compankhile the complexity of the
commodity chain and that of the market for gold products limits the leverage of gold
jewellers, activists have still managed to politictbe industry, fracturing thetructural
forcesthat maintainedhe status quo by introducing conflict into the equathihile this
crisis creatd by activists has resulted in the political mobilisation of jewelldgrs private
initiatives that have emerged are gudieerse. Whileindustrylevd analyses are effective in
answeing why, where, and how diretargeting can lead to changes in industry practiesy
cannot account for differences in how targeted firms respond to the pressuhat the
consequences of their various responses nbghtThis requires firm-level examination,
which is undertaken in the followinthree case chapters focused on ethispécialty, and

diversified jewellers, respectively.
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CHAPTER 47 ETHICALJEWELLERS

INTRODUCTION

It seems appropriate to begdhre case analysis portion of the thesith those companies that
prectice the most overt form of political mobilisation in marketse ethical jewellersAs

with the jewellery industry as a whole, the ethical jewellery markeaiity fragmented

Howeve, the case of the ethical jewellers stands out from the other cases in that their

business models were built to become politicdities operating within markets. While some

existed precampaign, others were created afterwards, but all can be seeiorising the

political spaces created from the crisis that activists triggered. Therefore, the opportunities

and constraints seffroclaimed ethicglewellers face are significantly different from those of

specialist and diversified retailers, who were atiag conventional company modeils the

pre-politicized marketHowever, as we attempt to explain the causes and consequences of

variation in the responses of business actors to civil society contestatianbetter way to
start than wdiatrhd 66 tohfe pgoollidt isctaan 'y acti ve
the ethical jeweller.

The chapter begindy revisiting the expectation®f the I0S modelregarding the
response of ethicagéwellers to the politicisation of the markéifter a quickevaluation of
these expectations against the pattehfirm responses within the ethidain category, the
chapter focuses in drilliant Earth as perhaps the most prominent ethjealeller in the US
market.Because the ways in which firms mobilisdifically will certainly be informed by
past experience and institutional learning, the chegiéets by offering a brief profile of the
company and theh r aces the historical pattern

across issue areas. Thssfollowed by an analysis of the -@oing interaction of the firnand

the activists concentrating on the 1issue

f
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moment when the market becomes politicised and tracing this history thtonhge f i r md s
multidimensional responsé&Vhile this particular company was launched around the same
time as the NDG campaign itself, Its early
di amondsd controver sy than o6dirty gol dé.

The chapter continues with a close upkiad the opportunitiegheseinstitutional
entreprener f aced when mobilising politically,
account f or t.Atke rebuitsremgrgallyrdensopstvatedhays in which irm
political power and political sttegiesvary according to economic and institutstructures
within which decisiormakers are embeddeld shows howbusiness actors frorBrilliant
Earth and other ethicgewellers filled the gap that activists created, aligning the interests of
thar firms with the new direction of market forces. The final section focuses on the ability of
business actors to shape their institutional landscape both inside and outside the firm,
mobilising the instrumental power of the firm for the task. It seems tieambre politicised

the market becomes, through the combined astwf the activists and the ethigalvellers

themselves, the more the opportunity window for future political mobilisation expands.

IOS PROFILE AND EXPECTATNS FOR ETHICAUEWELLERS

Ecoromic dimensions Institutional dimensions

Exposure to risk Corporate culture

Level of branding High CSR artefacts Strong

Reliance on product High CSR espoused beligfStrong

Cost of compliance Leadership structure

Complexity of supy ¢ Low Ownership structure;, Private

Price sensitivity of consumegd_ow Position ofinstitutional entrepreneus ¢ Owners

Table6: I0S profile for ethical jewellers
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Almost by definition, the generic ethical jeweller profile suggests that these jewellers should
opt for the highest standards available, which are generallyghntgt initiatives. While this

would hardly be surprising, the ethical jewellery case offeggeat example of proactive
political action originating in the private sector. Clearly the exposure to risk elementavorks
little differently for thesejewellers, as instead of signifying an opportunity to mobilise
politically, it acts as more of an oppenity to stay mobilised and to implement the highest
standards available. The risk for these jewellers really emanates from the possibility that
mainstream jewellers would implement the same standards and erode their product
differentiation, an eventhat most of these political actors would ndheless probably
welcome. Overall, we should expect to setive engagement wittihe issuesurrounding

6di r t andapaperation with civil society actors in advocacy and institittiolding.

EXPECTATION: HIGH LEVEL OF ENGAGEMENT AND VERY STRONG COMMITMENTS

No Dirty Gold Secondparty Third-party
(NDG) (RJC) (FT/FM)
Bario Neal V U U
Brilliant Earth \% U V
Cred (UK) V U V
Fifi Bijoux (UK) V U V
Leber V U V
Reflective Images V U V

Table7: Profile of nonstate initiatives for ethical jewellers

While it is a very small sample size, the ethical jewellers unsurprisingly meet our
expectations of adhering to the most robust private regulatory initiatives. The omdy wutl

t his gr oup iBario IRealibut anty &olthp éxierdt that they utilise 100% recycled



146

metals and have not incorporated the very new, -fparty source&® Interestingly, but
perhapsalso not surprisingly, none of the ethical jewellers hayeed for the industred

RJC certification. This is because, from those | have spoken with, they either feel it is too
weak or because they would like to maintain their product differentiation, of bivistead

of signing onto the RJC dédication, ehical jewellers claim their place atop the ethical
jewellery pyramid through sourcing only recycled or, increasingly, FFdenified ASM

gold. They uphold the seemingly highest standards for sourcing and, in fact, one could argue

that this market demandsh at t heetehiacdeael @I jeeswel | ers i n exi:
model to effectively differentiate themselves frohe details will be investigated during an

in-depth look abne of the largedtS-basedethical firms, Brilliant Earth.

COMPANY PRGOILEZ BRILLIANT EARTH

Brilliant Earth is a small, specialtyeweller focused on providing ethicg@wellery and
operating primarily in-ptrlod i S mackeatl . ehlh ey p
were founded with a social mission, donate a@etage of their resources and proceeds to
fund this mission, but are otherwise run as a profiking entity (Yege2007). Their offerings
include coloured gemstone, diamond, sapphaed pearl jewellery in the form of
engagement rings, earringgendantsandcustom designs.

Brilliant Earth is located in downtown San Francisco at the corner of O'Farrell and
Grant near Union Square. Their showroom is open to the public while much of their jewellery
is sold online through their elaborate website, compigtie virtual appointments via a live

chat function for distant customers.

%2 They arealsoparticipating in theMadison Dialoge, source their diamonds from Canada, awirce some

2F GKSANI LINBOA2dza 3ISvyadzySa FNRY (GKS ¢yl lyAal 22YSy a
2012).

%3 Ethical jeweller, personal communication, August 1, 2011; Ethical jeweller, persomaluracation,

October 10, 2011; Ethical jeweller, personal communicat#argust 8, 2012
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Company history

Brilliant Earth was founded in 2005 by two Stanford business students, Beth Gerstein and
Eric Gr os s ber gStanférd Busitess Schanoobvedriookmgfa $olutions to

the issue of conf | iamcé, Alekjwasiaoking for awdthicptonf@&et h 6 s
an engagement ring. When such a ring proved elusive, Beth and Eftuinoed the
company with the idea of filling this gap in the market. Toenpany began with its social
mission intact, to supply responsikdgurced jewellery and use the business as a tool to push

for change within the industry.

How jewellery fits into their business model

In past interviews, Beth Gerstein has spoken alimuitficulties they facedn entering the

jewellery market as one of the first ethigaellersin the US market o6 Fi ne | ewel |
trustdriven business. There are lots of family businesses with relationships going back a very

long time. You wouldthink that if you want to retail their products companies would be
happy to work with youd (Gerstein, 2008) . H
inthislongest abl i shed industry were sceptical. oV
used 6. We have certain specs and parameters we want our suppliers to meet. We only want
manufacturers t hat use recycl e8incepthema,tthenum a
company has expanded its sourcing criteria to include certified gold originating gemific

sites of ASM extraction, but the difficulty in finding and maintaining sources of gold within

these strict parameters remains challengifigeir recycled gold obviously comes from
secondary sources such as jewellery items and industrial produtgstivdir fair trade gold

comes from specific mining cooperatives in the Chocé region of Colombia.
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Additionally, Brilliant Earth dependon t he avail ability of 06e
of which come from thé&kati and Diavik mines in the Northwest Territories, Canada. They
have diversified their suppliers to now include mines in Namibia and, most recently,
Botswana. As far as their diamond supply goes, the congmmgeghese stones from mines
that supply local cutting angdolishing, increasing the value adding opportunities in these
mining communities Kthical jeweller, personal communication, October 10, 20They
employ their own gemologists and designers, with manufacturing taking place in the United
States where labou st andar ds can be easily monitore
facilities utilise the highest environmental technologies to keep the impact of manufacturing

low (Brilliant Earth 2012).

HISTORY OF INTERACTION WITH CIVIL SOCIETYILLING THE GAP

Conflict free diamonds
The company was launched to provide jewellery to consumers that wanted to purchase
products that were harvested using best practices. They did so by originally offering only
Canadian diamonds in settings made from recycled metals, inglgdid (Ethical jeweller,
personal communication, October 10, 201This reflects not only the political issues
surrounding gol d, but also the high profile
from jewellery supply chains. Diamonds were #wairce of the initial politicisation of the
jewellery market and this constituted a significant learning experience for many jewellers
later involved in the politics of gold. As such, understanding the history of conflict diamonds
is vital background infanation for any thorough investigation into the politics of gold.

I n the | ate 1990s, the issue of conflict

di amondsdé (also known as O6blood di amondsd)
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from alluvial depositsn African conflict zones, notably Angola and Sierra Le¢see, for
example,Global Witness, 2000Smillie, Gberie & Hazleton, 2001; Le Billon, 2008)hey
were labelled as such due to the role these diamonds played in funding the brutal campaigns
agains local populations by armed military groups with kidnappings and forced labour in the
mines commonplace. While the conflict diamonds story is-d@tumented elsewhere, it is
worth briefly revisiting here as it has played a major role in reshaping thautiosal
dynamics of the jewellery industry.

In 1999, human rights groups, such Asinesty Internationahnd Global Witness
began a movement to e adicmt ehé&écghbbiatt sdpe
groupstook the lead in garnering the nesas/ publicity to force an industry response.
Initially caught off guard by the crisis, in July 2000, the industry formed\Mbdd Diamond
Council (WDC) with the goal of eliminating conflict diamonds from the global supply chain
(WDC, n.d.).Governments écame involved through thénited Nationswith a resolution to
establish an official certification scheme for diamonds to track them through their supply
chain from retail back to the mine. The activist pressure drove the process forward and, by
2002, a jint governmenindustry program was in place to control the cfogsler trade in
diamonds. The now familiaKimberley Process Certification Scheni€¢PCS) compels
di amond traders to track their supplies via
diamonds through the supply chain. Participants are subject to audits and monitoring while
legislation was introduced to tackle noncompliance. The KPCS remains a work in progress
and certainly has its share of criticsncluding sharp words from one ofikey architects,
lan Smillie fromPartnership Africa Canadwh o r ecently cast a vote

quit the scheme in prote@dtildebrandf 2009) Despite the salient criticisms of the KPCS, the
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campaign to spark the movement has, until recebi¥ngenerally hailed as a succéSs.
Most importantly for the analysis here, it served as a lesson to industry leatteraamy

swearing that they wouldot be caught out again.

Why Canadian diamonds?

Canadian diamonds were the obvious answer for a aoynjooking to avoid the egregious
conditions under which some diamonds were being mined around the world. When these
issues were coming to light, large supplies of Canadian diamonds were not yet available.
From the late 1990s, large diamond projects ia Morthern region of Canada began
producing high quality and o6conflict freebd
was happy to confirm. The mines are operated through partnerships that include three of the
largest mining companies in the warlihmely,Rio Tintg BHP Billiton, andDeBeers They

utilise best practices on the ground, with Canadian social and environmental laws being some
of the strictest in the worl®. Interestingly,Brilliant Earth only sources from two of the three

major diamondminesin the Northwest Territoriespurposely avoiding the one operated by
DeBeerswhile making it clearthat hi s 1 s due praztices,past andopmrepeatn y 0 s

(Brilliant Earth, 20123.

“Df2olf 2AGySaa Kra @2A0SR aSNA2dza 02y OSNy&a 208N (KS
issues and its inability to take effective action withoutiadependent technical capacity and more efficient
decisionmaking process (sdtp://www.globalwitness.org/library/globalwitnessleaveskimberleyprocess
callsdiamondtrade-be-held-accountablé for more information on their stance).

% n the Canadiasystem, the Government of the Northwest Territorigthe regional government in which

the mining takes place does not have the rights enshrined in the Canadian Constitution that allows full

fledged provinces rights over natural resources. Instead, te@ment of Canada owns the mineral rights

and negotiates the environmental impact agreements with the mining companies directly, leaving only the
sociceconomic impacts within the jurisdiction of the territorial government. While payments by the mining
companies find their way directly to Ottawa, some of the value makes its way back to the local communities
through transfer agreements with the Federal Government and secamomic agreements with the local
government and aboriginal authorities. Despitastiquirk in the Canadian political system, the legal framework

in place assures buyers of Canadian diamonds that best practices are being employed and the local community
benefits from extraction of the resource.
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Incorporating diamonds from Namibia and Botswana

The majordownside of sourcing diamonds exclusively from Canada is that it denies many

poor communities in fica a vital source of income. One of the significant, albeit
unintentionalconfi@tlif ambeadod ¢dmpad gn was that
nervous abut doing business in Africa, lest they become tainted by the activist accounts.
While o6conflict di amonds6 originated from s
acts as a blunt force and the rest of Africa was quickly implicated. The resulhataome

companies began switching their sourcing from the continent, resulting in a transfer of
resource opportunity from developing to developed countries.

Once the company identified responsible practices on the ground in Africa, namely, in
Namibia andBotswana, it incorporated diamonds sourced from these regions into its supply
chain. The company boasts that the diamonds originating in Namibia are also sourced in a
socially and responsible manner and contribute to the development of the local contoyunity
adding value locally through cutting and polishing activities that allow the immediate region
surrounding the mines to capture a larger share of the diamond wealth (Gro2646)g
Additionally, the companymaintains fundingorograms such as itDiamonds for Africa
initiative, which funds prograns to reduce child labour in the DRC and to create local

diamond processing facilities in Madagascar (Gross2éx).

BRILLIANT EARTH, ! 2%30/ .3% 4/ 0%$)249 '/, $0o

To recap, there seem to be two main factors that lead to a company taking significant steps
toward changing policies to meet demands for sociakanbtbgichgovernance. The firstis a
crisis momenti something that shakes the status quo and changes Hewompany

perceives the market landscape. This leads to a response based on pragmatism, where new
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market forces push changes in strategy and policy. The second fdetatasshif there is a
person or people involved, willing and able to become thenplem for change. While
individual agency is certainly a factor, there are structural factors that will facilitate or inhibit
latent leaders from becomingstitutional entreprenesy namely, their interpretation of the
issue and their ability to push clignthrough the organisation. Evaluating the causal links
between theséactorsand changing policies is difficult in practice, but both matkeéten
pragmatism and institutionaligriven leadership are clearly visible in all three cases and is
therefore lhe focal point of the case chapters.

Crises in markets, created by activists, are reminiscent of the external shocks that,
Neil Fligstein(1990)argues, are necessary tslddge the status quds alludedto earlier,
one of the core insights of orgartisaal sociology is that orgaraonal structures tend not
to change unless acted upon by innovation, corporate challengers, or external shocks that
force responses from managers of lead firms who otherwise would have little incentive to
veer from the stas quo (Fligstein, 1990). This thesis argues siah external shocks create
an incentive,but also an opportunity for business actors to mobilise the resources of their
firm for political purposesin other words, even if managers wanted to implement social and
environmental policies preampaign, the structurdbrces in markets dissuadeem from
spending the mources necessaty do so. And, in the case of ethigalellers,the market
for ther producs barely existed in the US before the jewellery market was politjcaseti
even still only accounts for approximatélyo of the market (GFMS, 2008).

Brilliant Earth was not operating at the time the NDG campaign was launched. At the
time there wa very limited consumer demand for ethical jewellery tretewere already a
couple of companies catering to this demand, for exarRd#ective Images the US and
CRED n the UK. While information about the social and environmental issues associated

with the jewellery supply chain were being circulated through some media sources, the
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founders oBrilliant Earth felt there was not only a gap in the market, but also an opportunity
to increase demand through education and awareness campaigns.

Thereforethe company knew of the NDG campaign before they had even launched
the company and hawentinued to interact with the activistsvarious forums sinceEghical
jeweller, personal communication, October 10, 30Much of the information provided on
the Brilliant Earth website links directly to reports conducted by the environmental groups
themselves (Brilliant Earft2011). In fact, the much more visible bone of contention seems to
be between the company and industry groups, evidenced by the recergly éeehhange
between the WDC andBrilliant Earth over their divergent public positions on what
constitutes a° WhleBrilidnt Earth has itakem ssuel with the diamond
i ndustryos c|l&iofrdianbohdsa &re dordlist sliamortidghe company argues
that this is simply due to an overly narrow definitiothe WDC has responded by defending
the 1% claim and attacking the position of the company. The WDC points out that this
definition has been endsed by the UN as recently as January 2011, namely, that conflict
di amonds are 6rough diamonds which are wused
activities, including attempts to under mi ne
to accwe Brilliant Earth of depriving African countries of revenues and people of
empl oyment by only sourcing diamonds from C

policy but, in WDCO6s defence, was their poldi

Recycled and Fair Trade gold
As mentioned, Wen the company starteBrilliant Earth only offered recycled metals for
their jewellery. This allowed the company to be strong critics of gold mining practices while

offering an alternative for consumers that wanted the product without gjagiveepractices.

®The exchange can be viewed on Belliant Earthblog at:http://blog.brilliantearth.com/2011/12/07/the-
one-percentmyth-the-diamondindustry-respondsto-brilliant-earth/.
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Gold is a material that, when melted down and recast, is indistinguishable frommmely
varieties, provided the purity and alloy content remain the same. The major issue in only
dealing in recycled gold is that gold mining, like diamdanining, provides valuable jobs and
income to some of the poorest communities in the poorest regions of the world. Simply
boycotting newlymined gold regardless of the practices employed has the potential to
delegitimise a livelihood strategy undertakan millions of miners worldwide. With this in
mind, the company has diversified its sourcing now that a viable option has become available
in the form ofFT/FM gold.

Brilliant Earth avoids most of the problems associated with ksgge mining by
sourcing gold from one of the first ever, independently certifiediT/FM cooperatives
producing goldi Oro Verde The ASM operations certified under the label supply safe
working conditions and fair wages while supplying gold in a way that benefits the community
and local environment by restricting chemical usage andniagtthe surrounding landscape.
This provides even more jobs in the local community and ensures that soil fertility and bio
diversity remain intact for agriculture and other uses. All of thisidertaken in a transparent
and inclusive manner with the direct involvement of local community cou(ssie Oro
Verde, n.d.)

It appears that demand is currently outstripping supply by quite a large margin. Other
ethical jewellers, such &8RED (UK), FiFi Bijoux (UK), and Noen(Germany) also source
from Oro Verde while NoenandGaravelli (Italy), with theirGLOBOcollection, source from
the EcoAndinacooperative in Peru. However, note that these companies are all based in the
UK or EU markets, wheré&airtrade and similarly ethical product labels are much more
established than in the US. While tRairtrade Foundationhopes that certified gold will
account fol5% of the gold jewellery market over the next fifteen years, analysts estimate 130

kg as the uppedimit for 2012 production lhdustry analyst, personal communication,
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November 22, 2001 Even if this could come in at an acceptable price point for mainstream
jewellers, the supply would not eveeclose to meeting tiiedemand and so it will continue

to be a niche market for the foreseeable future.

IOS MODEL APPLIED TO THE ETHICAHRM z BRILLIANT EARTH

This sectionapplies the 10S model and gauges the extent to whghndicatorbased
propositions areable to account for how the firm mobilised picklly and the extent to
which the firmhas been able to impattte process of privat@stitution-building. The model
guides our analysis of firm responses to civil society contestation by linking their responses
to thedifferent opportunity windowsor political action faced by institutional entrepreneurs,
which are themselves a function of the fikavel structures within which these actors are
embedded.

As a small and specialised ethical jewelBrilliant Earth was launched to fill the
gap in tle market for ethical jewellery or, in other words, to respond to the increasing demand
for ethical jewellery spurred forward by the issues thastingjewellers were scrambling to
deal with. The opportunity window for ethical firms to enter the market dvéierent than
those for already established jewellers, but the dimensions opgtunitywindow should
bethe same.

To reiterate, the opportunities under examination here are at thdefigihand are
both economic andhstitutional in character; b dimensions of the opportunity structure
work together tachannelt he f i r més response thousiness aciorst a | d
are confronted witldifferent constraints and opportunities depending on the characteristics of
the firm within which they are embedded. Therefave, should expedlifferences between

firm opportunity structuresto lead to variation in approaches to corporate political
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mobilisation across different types of firm3he puzzle is not so much whether a firm will
engage in a given issue, as all firms will respond in one way or anothégQwtstitutional
entrepreneursvorking within different types of firms operationalize thengagemenin
accordance witlther organisational environment.

The following analysis temporarily suspends the historidadiged study of events in
order to apply the 10S model ®&thical jewellersusing the model to investigate the link
between firm structures, the opportunity window these structures offer institutional
entrepreneurs within these firms and, ultimately, the ways in which the firms engage
politically.. The model consists of first investigating tieéevant economic dimensions of the
firm, tracingthe parametersf the opportunity windowhrough itsexposure to risk and cost
of compliance It then considers thmstitutional dimensions thathape howusiness actors
might fill that window, including the corporate culture of the compang the position of

internal champions withih h e ¢ o0 mp a atipraldierarchg a ni s

ECONOMIC DIMENSIOS8I

Exposure to risk
Brilliant Earth was founded with a social mission and this mission is the concept behind their
brand. Generally speaking, branding is a way for companies to differenteteptbduct
from competing produst The company is highly branded as they operate in a nichetmark
for their ethical products and the ethical brand differentiates the product and allows the
company to escape competition withnventionajewellery retailers.

Branding is an importantonsiderationrwhen business actorare deciding how to
engage witlpolitical issues as more branded firms tend to face more risk. HovBikant

Earth is not engaging in these issues to mitigate, dthough it does face risk of a slightly



157

different variety Certainly any deviation by the company from its ethicdugs espoused in

its mission statements would pose a huge risk for the brand and so an observer would have to
conclude that, if anything, branding is simply another reason the company needs to continue
to operate using best practices.

Brilliant Earth is dearly the most specialised of the cases under investigation as the
company not only specialises inwellery, but it specialises in ethicgewellery.
Diversification is an importantariablein that it suggests there is more risk faced by a firm
specialsing in a politically contentious product than a firm that is more diversified and,
therefore, less invested in this product category. If the issues surrounding the product posed a
serious risk to the wider business interests of a diversified companycdbklysimply drop
the product from inventorie&gain, Brilliant Earth is different than thethercases in that it
is not engaging in the politics of gold as a risk mitigation strategy, but it is instead filling a
perceived gap in the market for ethical jewellery. In fda, depoliticisation of the market
could reduce demand while the colonisatajrthe ethical market by conventional jewellers
could increase competition. Additionallgne could argue that small, ethical jewellers are
actually taking a risk y innovating in the realm of ethical sourciagd demonstratinghe
possibility to both consmers and those in the industritliical jeweller, personal
communication, August 1, 201L1Taken together, ethical jewellers have every incentive to

keep the market politicised while continuing to innovate and utilise best practices.

Cost of compliance

The structure of each firmdés supply chain wi
willingness and ability tengage in different forms of political mobilisatiohhe complexity

and flexibility of the chain will determine the speed and abikith which the firm can get

its house in order and make commitments with confidence. Pure retailers specialising in
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diversified products tend to have enormously complex supply chains for a very wide range of
goods. Specialised firms should have relayiv@mple supply chains as they will usually be
more vertically integrated and rely on a smaller number of suppliers. This will give them a
stronger sense of their position in terms of environmental and social issues, allowing for
stronger commitments frothe beginning.

The complexity ofBrilliant Earthd supply chain is also the most straightforward.
Starting out as an ethical jeweller meant the company did not have to investigate the
upstream processes in existing supply chains. They began only setietedegold in order
to eliminate any demand for newiyiined gold from the companwhich is simply a matter
of finding a metals refiner or trader who can offer verifiable assurances about the provenance
of their product Admittedly, this is not always egsbut withthe small volumes demanded
by ethicaljewellers, it is certainly less complex than tracing and verifying already existing
supplier networks. Additionally, the company has recently begumgé&iT/FM gold now
that this certification has been created, but this certified gold is already traced by definition.
Therefore, Brilliant Earthd shan of custody for newhmined gold has provetmo be
straightforward for the company as the tracing and certificai@onducted by thirgarties.
However, the company did contribute to the prodesshe form of consulting with the
certification developers during the draft stagéshical jeweller, personal communication,
October 10, 2011 The company founders reddiadmit that due to the size of their
operations, they are able to source using the highest standards criteria while the bigger
companies have a much more difficult time with this as they have significantly more complex
supply chains and they simply nemdich more gold to meet their much larger sales volumes
(Ethical jeweller, personal communication, October 10, 2011

The price sensitivity of customers i s

will be presented in the coming chaptefgfany and Wd-Mart are not direct competitors,
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even though they each account for two of the largest chunks of US market share in jewellery
sales. They sell to different customers in quite different markéasMart competes largely

on price whileTiffanyenjoys sigrficant markups based on its promise of quality, design and
image®’ Likewise, Brilliant Earth could be said to occupy a third market within the larger
US market for gold jewellery.

As a specialty item in a niche market, consumers of ethical jewellery are willing to
pay a price premium for the product. How large this market will expand to be is the only
guestion and this depends on the awareness raised amongst consumers and the extent
which these best practices will be replicated throughout the ind&singe ethical jewellers
feel that, in the UK at least, certified gold will eventually become the industry norm and so
any price premium relative pae Etioamjpveelier,t or s 6
personal communication, August 1, 201This would, somewhat ironically, raise the
competitive pressures for ethical companies and their product differentiation would be
reduced However, not only would most ethical jewellers welethis outcome despite the
increased competitive pressures, most also feel their jewellery design and quality could
compete even without the ethical lab&ti(ical jeweller personal communicatioAugust 10,

2012. But, s it stands, the more they patise the market by disseminating information and
advocating for change, the more they grow their brand.

The extent to which ethical jewellers pass the cost of their higher standards onto their
customers is contested. Interestind@yilliant Earth jewellery does not necessarily charge a

price premium for their jewellery and, in fact, claim to offer their high quality jewellery at a

" As one expert on the luxury market has conveyed to the,middle market consumer, which is the one that
the luxury markethas been targeting for the last twenty years, shops at both bigdtores and luxury
boutiques. It isa highlow equation, like in many other areas of consumption todglyis isvhy traditionally
middle market lusinesses, such d€ PennewearsandLizClaiborneto name a few, are all suffering

because they are in the middle. People save money shoppiddpaMart so they can spend it dtouis Vuitton
(Luxury market analyst, personal communication, August 22, 2Btb®yever, while many customers makop
at both stores; in this casaVal-Mart and Tiffany¢ they are not necessarily buying their gold jewellery from
both. In other words, they are probably still not directly competing with one another in luxury product
markets, even though they may sharestomers.
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discount (Yee, 2007). They are able to do this by keeping their overhead low; instead of
running a chain of pricey retail outse they rely on internet sales to complement those done
directly through their San Francisco showroom (Yee, 2007). However, witligeywerices
ranging from USD 400,000 (Williamson, 2006), they are clearly not catering to the

discount market.

INSTITUTIONAL DIMENSIONS

Corporate culture

The corporate culture of a firm plays a large role in how firms respond to the environmental
and social issues brought to them. This culture is in large part a reflection of its customer base
and marketing strategy. While managers often act strategialydbon the material market
interests of the firm, often there remainsignificantamount of uncertainty and, therefore,
discretion in how the costs and benefits are interpreted. The corporate culture of the firm will

often guide, consciously or tothe response of firm managem® external pressure.

Additionall vy, the response to the issues b
interpretation and individual autonomy. As we will s€éfany caters to uppeincome, urban
consumers whil®vakMartpr i des i tself i n being aBnllamdvocat

Earth, on the other hand, is a very small firm with a very clear corporate culture that arose in
response tdie concerns raised by civil society activisthis means its corporate cultueand
that of most ethical jewellers, should be very veelited for a strongenvironmental and
social ethos.

The fact that these firms are fairly new and quite small means that the culture will
bear a strong resemblance to its founders and will facilgatebust position on political

issues.James Collins and Jerry Porras (2005) document how many companies have
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contributed to their success by building their firms around values, visions, and goals other
than profit maximization, while David Vogel (200&,41) notes that only in a few instances

do these values have anything to do with social responsibility. Howeveideedified
ethical firms may be one such instance.

The founders ofBrilliant Earth, for example, were business students who were
attemptng to be ethical consumers and could not find appropriate products to fit their needs.
Their business model was based on meeting this demand for ethical jewellery in the
marketplace. Therefore, their entire business is based on producing high quali&y ethic
jewellery for those who desire it and increasing demand for ethical consumption of jewellery
through their public awareness programs; the corporate culture reflects this as the founders
embedded these norms and values in the company from the beghsitige company has
grown, it has added associates who are themselves committed to the social mission of the
firm. These new members include the designers, sales associates and gemologists, all of
whom were hired with the goals and values of the compamynrid (Brilliant Earth 2011).

Brilliant Earth is a small company catering to a small but committed clientele. They
are accessible in their dealings with stakeholders and they are vocal in their advocacy. In
other words, their corporate culture and thedézahip shown by the founders who run the
company are based entirely upon delivering on their assurances of ethical jewellery.
Unsurprisingly, their corporate culture is a perfect fit on all levels with the task of keeping
irresponsibly mined gold out dfi¢ supply chain.

Their goals and values are clearly stated on company documents, namely, providing
quality jewellery sourced from socially responsible practices, fostering cligngeviding
education abouthe challenges o&nd solutions to the social drenvironmental problems
facing the jewellery industry, and supporting mining communities that have suffered from

irresponsible mining practices by donating a share of their profits to organisations working
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within these communities (Brilliant EartB011).Similarly, their espoused values reflect their
basic underlying assumption that the jewellery industry can thrive without great human or
environmental cost and that aware consumers can drive change through their purchases
(Ethical jeweller, personal commigation, October 10, 20).1The company runs a blog with
regular posts that leave little doubt as to where the company leadership stands on the most

important issues facing the indusff/.

Leadership structure

As discussed in chapter twahile Scott(1991, p.164) rightly points out that institutional
constraints always leave space for the autonomous play of interests and improvssatton,

and Karabel (1991, 846) recognise that it is probably best to think of organisational elites

as simply corsained entrepreneurs. In other words, while not all elites will necessarily make
the same assessment of where their interests lay in a given situation, organisational interests
can be read with a high degree of probability out of the power structurexgardsational

field the actors must operate within.

Clearly, an important factor in a firmds
agents within the companwWhileac onsul t ant f or many of ithe wo
including WakMart 7 has confirmed, there always seems to be one person who takes the
issue personally, who does not wish to be a laggard, and who champions the cause for change
from within the companyQl, personal communicatioseptember 18, 2010

It is difficult to disagee with these assessments. Nor is it easy to dismiss Brint and
Kar a {1®916ps346) claim that the socially conditioned mental sets of leaders during
decisive periods of decisiemaking play a role in organisational responses. However, it is

always dagerous to guess at the underlying beliefs, intentiang preferences of individuals

¥ e blog.brillianéarth.com
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T especially when a study is not-4gt to make rigorous assessments of this nature. What this
study is designed to do is to look for instances of structured agen@yatyblere leadership
matters, but is channelled through the structuretheffirm. Such a model allows for an
investigationinto the role of constrained leadership as decisions are channelled through the
constraints of corporate culture and the leadersitimanagement, structure of the firm.

Brilliant Earth, for example, is a private company and so they are not subject to some
of the structural constraints of larger companies that many analysts feel lock these firms into
a particular model making them eglumore resistant to change and innovat®ome in the
industry feelownership structureés an often ignored variablehe corporate structure of
publically offered firms limits their ability to be innovative and to spend the money necessary
to be ethical(Ethical jeweller, personal communication, August 1, 201tlis true, to a
certain extent, that public companies are driven by the need for capital. They then need to
deliver profit and are subject to the free market dogma that permeates the inCoidey.
ethical costs monely there is no denying or getting around thatnd they are locked into a
corporate structure that makes this difficult until proven senskileiqal jeweller, personal
communication, August 1, 2011 However, it must be noted,n@ the latter cases
demonstrate, thaMichael Kowalski from Tiffany claims that shareholders have not
guestioned t he companyos expendi, 2004) easd o n
Andrew Ruben fromWalMart states that their sustainability initiatsvecreate value as
opposed to costing the company (RulizH06).

So while the tolerance of investors may vatlye general consensus of those in
industry, backed up by the requisites of fiduciary responsibility and the findings of the studies
cited in chapgr two, suggest that ownership structure and the perceived expectations of
investors is likely to impact upon managerial decisimaking when it comes to mobilising

firm resources for political purposes. In the cas®tiant Earth, while the companyas
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investorsijt is not publicly traded and this private ownership structure means that, while they

are certainly subject to the necessities of market survival, they do not need to report their
expenditures, quarterly earnings, or related business decisicasBoard of Directors or
release them publicly. This offers the comp
of publicly traded companies. Additionally, it is the owners who are the internal champions

of the ethical initiatives and so they also éao need to answer to internal management.

BUSINESS POWER AND PRIVATREGULATION

The chapter has focused on ethieavellers, andBrilliant Earth in particular, as a first step

in explaining variation in corporate responses to the politicisation of the US market for gold
jewellery. The remainder of the chapter examines the potential consequences of this
corporate political mobilisation. This finakction brings the business power lens back to the
forefront, exanining the mechanisms by which ethigalellers have altered the political
field, contributed to the creation of privaiestitutions, andmpacted theopportunities for
political action moing forward.

Recall the ways in which business actors might mobilise the resources of the firm for
political purposes when the opportunity aridesit er nal | y, busi ness actc
instrumental power to build institutions aligning the ing¢gseand practices of the firm with
the structural power in the market. Externally, business actors mobilise their instrumental
power to align the structural power in markets with the interests and practices of the firm.
Thus, it is a strategy of both inBacing the new order as wellaseent r enc hi ng t he
favourdle position within this orderAs we will see,Brilliant Earth has utilised a
multifaceted approach to political action and the results of these actions alter the opportunity

structures movig forward.
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Economic Institutional
Translating regulations into V Creation and maintenance of
Internal . . A . .
actionable practices institutions internal to the firm
V' Donations V oot oo
V Strategic investments . 9
) V Creation and maintenance of
External V Buying power and A .
oreferential procurement institutions external to the firm
V Acting as a role model for others

C

Payingmembership fees to benchmark

Table8: Corporate political mobilisatiorg Brilliant Earth

INTERNAL

Creation and maintenance of titations internalto the firm

Ethical jewellersi as relatively smaller, younger, and more focused fiimbave an
advantage over conventional jewellers when it comes to mainstreaming environmental and
social criteria throghout their business. This is fairly obvious, but it is worth noting that
these firms are designed to be political entitae®l maintaining rigorous and consistent
internal criteria for business pramds is a must. Additionallyhese firms tend to havefairly

small management team and so maintaining institutional memory, that is, continuous learning
and knowledge retention regarding the various political issues concerning the company

becomes much easier.
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Brilliant Earth utilises robust, internally defad criteria to evaluate the sources for
di amonds and gold used in their jewellery. T
were harvested O6free from forced | abour, c h
human digni tyé regpectdfor the eneirdnment and by workers earning fair
wages i n safe wor ki n2010)cTbesedcriteria gonbeywnd (wiaat thes s b e r
KPCS has defined as o6conflict freed for dia
6rough di amoeba smovamsnesdor their allies to finance conflict aimed at
undermining |l egitimate governmentsao, whi ch
movements, saying nothing about violence that may be perpetrated by governments and
funded by diamondsade. Ther efore, they | abel their dia
confusing definitions of oO6conflict freed anc
high social and environmental standards and not just meeting the minimum standards as
defined by the KPCS (Grossber2010).

As statedthey originally sourced such diamonds exclusively from Canaualathey
have since widened their sourcing locations to include Namibia and Botsadjoating a
blanket policy that had the perverse effectdeinying African miners a vital source of
income. With this in mind, the company has nuanced its sourcing criteria, basing their
decisions on the practices of the specific mines themselves as well as the relatively strong
regulatory framework in place in éke regions. Namibia and Botswana fit this expanded
criteria well as both countries have strong regulatory environments and are free from the
abuses associated with the conflicts elsewhere on the continent.

Brilliant Earth evaluates the mining operatiotigey are considering sourcing from
based on how the mine affects the community, its workforce, and the environment. In
accordance with the companyds <criteria, al/l

use high standards and technology to miningseironmental harm, but add value to the
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communities in which they operate through local hiring priorities, local procuremuecht
local cutting and polishing facilities (Grossbep§10). In the case of Canada, the mines are
independently monitored and certified as ISO 14001 compliant (Gros2004r).

Additionally, the company also offers laboratdapricated diamonds to bypass
diamond mining altogether. The process is stiltsneiarly development however and so there
is a limited supply of these. Recycled gold and platinum also limit new mine development
and the majority of the companyds jewellery
nature of the element, once meltbulvn, the gold is indistinguishable from the nexwijned
commodity. It is somewhat unclear at the moment how the average consumer feels about
including recycled content as jewellery, and adornment in general, is an iptensaive
market. Additionally, those who feel very stngly about environmental issues do not
necessarily buyhigh-end jewellery in the first place Hthical jeweller, personal
communication, September 10, 201®/hile Brilliant Earth is an ethical firm that appears to
go after the mairieeam market, many others seem content with staying sradiicél
jeweller, personal communication, September 10, PAi2emains to be seen how much this

market will grow butthe ethicajewellers havelearly found a sizeable niche.

EXTERNAL

Lobbyng and advocacy

As we have seerBrilliant Earth is a vocal critic of the KPCS and calls for its reform or
replacement. They view the definition of conflict as too narrow and the system as too
vulnerable to smuggling. They berate the organisatiorkdéeping Zimbabwe as a member
despite the human rights abuses being perpetrated in the diamond mining region. In their

wor ds, 0 [to ystthati[tlse Ke(|Sleaa failed to live up to even its own limited
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objectives. The organization does not addressreehuman rights abuses, does not iegul
cutting and polishing cente, and is easily circumvented t
2010).

The company worries that dysfurantial organisations like the KPCsmply breed
complacency instead of getting tieetrootof the problem. As one industry expert and one
time diamond buyer put it one would have t
were not finding their way i nt ocin-rmamsdi® pd wys icrhe
(Industry exp#, personal communication, July 29, 2011). Having the KBG® some ways
worse than not having a certification at all as it takes the issue of unethical diamond
production off of the international agend&tltiical jeweller, personal communication,
Octobe 10, 201). They believe that along with eliminating the worst abuses in the industry,
it is important to create sources of fair trade diamonds to make diamond mining a positive
force for economic development (Grossh@@l0).

The company has similazorncerrs regarding the RJCEthical jeweller, personal
communication, October 10, 201 Notably, as we have seen in the previahapter, not one
of the major ethicajewellers is a member of the RJI. fact, ethical jewellers have been
arguably the most dspoken critics of the initiative, providing added incentive for the
initiative to continue to ratchetp its standards.

While the founders oBrilliant Earth say theyapplaud any initiative that is working
to improve practices and assurances throughout the gold supply chain, they feel R4 the
contains some fundamental inadequacies as it stamdBicdl jeweller, personal
communication, October 10, 201TThey add hieir cancerns to those being voiced bther
ethical jewellers andhe NDG campaigners about the input and output legitimacy of the
label. As mentioned earlier, the input legitimacy of the RJC suffers in that NGOs and labour

groups wererelegated to unoftial consultative roles durinthe standards development
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process, its membg are strictly industry actorgnd many feelthere is not sufficient
transparency in its momwiting and evaluation processé&illiant Earth is not alone in its
criticism of theRJC.

Marc Choytand Greg Valeriofoundes of the ethical jewellerReflective Imageand
CRED Jewelleryrespectivelyco-founded the websit€air Jewellery Actionwhich runsa
website dedicated to publishing on ethical jewellery practices. Chogt Vakrio are
probably the most outspoken crgiof the RJIC and summarigee most salient concerns of
ethical jewellers. Most ethical jewellers have suspicions that the RJC is simply a
6gr eenwas hi ng &he enpressianithatet s thigdiparty aerfication initiative
for gold and diamonds wheme have seen thétis not They feelthat the rulesavour large
companies to the detriment of small jewellers who are worried éh@abstof membership.
Therehave beeneusatios that the RJC lllies companies to join as members are moving
toward only dealing with RJC suppliers and buyiemshat Marc Choyt has called@uast
catetband Greg Val eri o h a&hoygta2009. &Vithow tradehbility orb oy s
evenrequiring members to knw the details of their sourcing, the RJC is not performing the
function that most stakeholders agree is necessary to eradicate irresponsible mining practices
(Ethical jeweller, personal communication, August 7, 2@dossberg, 2010). Additionally,
critics claim that the RJ@llows mining companies to operate in conflict zones and protected
areas, dump waste into some water bodies, emit toxic substarmepeate without
community consent (Earthworks, 2009

Despite a name that closely resembles th€ B8d MSC, theRJC is not a muki
stakeholder anthdependent, thirgbarty initiativeT nor does it claim to be. In an interview
conducted by Greg Valeridylichael Rae the CEO of the RJC, says the RJC differs in
fundamental ways from certification initia¢s that have emerged to regulate commodity

chains for other ma t-seator oeglnssatiod WHose mBdb&@ship &8 a

or
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comprised of industry actord. n t he words of Rae, OA product
view ourselves. It has much n@om common with a trade association than with any other
entity. Its membership is made up of companies and individuals who are participants in the
gold and diamond jewellery supply chain,andguw ver nance i s blthet hose
methodology that wedve used is in essence a trade association with a product stewardship
f o c RaeHp200Q
This refers to a number of aspects of the RJC that make it decidedly different from
ingtitutions like the FSC and MSC. Standards were developéwuse, though they were
loosely based on existing standards in other indusiries.stated reasons for not going with
a more inclusive, muks t akehol der approach w;mgdonetaidey de
deliver a product to market and they decided that the best governance model was a product
stewardship model that waRaex00)uctured as a t
Significantly, RJC membership wamt initially created tocertify the supplychain. It
does not trace or make any claims about the provenance of the materials in member supply
chains. | n Rhatevé are deiogrisccertifyingtheWwérformance of the links in the
supply chain. We are not certifying the stufat is movingthrough the chaim(Rae, 2009).
This makes it much mor e an Rdsmoigsibla €arptogramt he ¢ h
than the FSC, MSC, d¥T/FM products®® So while the RJC is filling a gap by certifying the
practices of jewellery manufacturers, it does say anything about where, how or by whom
the gold and diamonds have been sourced.
However, in the time since this interview took place, the RJC has in fact developed a
Chain of Custody option, voluntary for RJC members, which contains requiremetiteder
members who wish to make claims about the provenance of their materials and audits their

systems for tracing these materials through the supply chain. It appears that the RJC has

% For more orthe Responsible Capeogram, see King & Lenox (2000), Prakash (2000), and Gunningham
(2008).
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begun to ratchetip their standards, slowly meeting the demands of thitics. Formed by a
small group of industry actors to mitigate the risk associated with the social and
environmental issues being linked to their industry, the initiative has seemingly increased its
strength and mandate as it has evolved. The persmtantoring and critique by the ethical

jewellers has almost certainly helped this process along.

Donationsand Strategic investments

Brilliant Earth managse to leverage itsmodest resources through the direct funding of
projects. They donate5% of profits to charities and community organisations in Africa
through their nosprofit fund. One example is the direct financial support they offer to the
Diamond Development InitiativéDDI), which funds education for children in mining
communities in the DRC and removes them from work in diamond mines. They fund similar
on-the-ground initiatives in Madagascar and Sierra Leone, including initiatives designed to
promote cutting and polishingdastries to increase the valadded of diamond mining for
these communities and further develop the supply chains for ethical jewellery (Grpssberg

2010).

Issue framing

The company founders meet regularly with activists, representatives from commumities
which mining takes place, and their suppliers. People within and around the jewellery
industry who are engaged with these issues are a fairly small group and so they tend to know
one anotherBrilliant Earth was another company that paipiates in theMadison Dialogue

and was present in Vancouver when the IRMA initiative was launchtdcél jeweller,

personal communication, October 10, 2011
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Creation and maintenance of institutions external to the firm

Brilliant Earth works with other groups and gfitutions to further develogair trade
diamonds and gold, includingransfair USA and theFairtrade International (FLO) in
Europe They have providedransfair USAwith guidance and feedback during that process
while also working through thBDI and the Madison Dialogue on the logistics of tracing
diamonds from mine to retail as well as developing appropriate criteria that is both achievable
and robust Ethical jeweller, personal communication, October 10, 2@rbssberg2010).

Their commitmento working with these groups and also sourcing from these labels once
they are formerly launched providssiall buttangible economic incentives to develop them
further.

The company originally worked only with recycled gold as a way to avoid the
sometimeslestructive practices of gold mining completely. O@ce Verdebecame the first
independenyl certified source of FT/FMyold, Brilliant Earth began carrying newly mined
gold for the first time. The company works with other mining cooperatives as well, fo
example, it sources sapphires from cooperatives in Sri Lanka (Brilliant, 2@&Bg. They
advocated for includingnining cooperativessuch aOro Verde in the fair trade model, as
they are examples of how mining can provide fair wages for soalé miners worldwide
while avoiding largescale environmental degradation and the often traumatic upheaval of
local cultures and livelihood&thical jeweller,personal communication, October 10, 2011
Gold from these cooperatives has been certified as socially and environmentally responsible
by the independeritistituto de Investigaciones Ambientales del Pacifit®P), and is also

being certified as part off@lot program byTransfair USA(Brilliant Earth 2011).
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Acting as a role model for others to benchmark
Brilliant Earth does not have great market power and so cannot spur the industry to change
their practices by their direct demand for ethical goddkat it can do is to help creaa
small market for ethicalbgourced jewellery by offering smadroducers a committed buyer
for their products while helping tmcrease consumer awarenessanél therefore demand
for jewellery produced from ethicalgourced metals and gems.
The important role for small, ethical jewellers to playassa role model or, in other
words,to set the standard for standarBsilliant Earth has laid out some simple standards

that they feel should be followed by any comptmagding in ethical jewellery

1 They should be able to trace the gemstones and metals back to the specific
minein which they were harvested.

1 They should know the conditions under which the jewellery item was
produced with regard to laboand environmentalghts.

1 They should have a written policy on sourcing standards and be able to
provide a written guarantee that the item was produced without contributing to
violence, human rights abuses, or environrmaedestruction (see Grossberg,

2010).

While the compny takes a strong stance on raising standards of existing certifications, they
still see an important role for large jewellers in creating a demand for socially and
environmentally sustainable jewellery. They applaud the work of WatHMart and Tiffany

and recognise that it can be much more difficult for larger companies to bring their operations
around in line with strong standardstijical jeweller, personal communication, October 10,

2011). This is where small companies specialised in ethical goodsrealy make a
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difference. They can act as role models for the bigger, risk averse firms and show them what
is possible.

Big jewellery companies have an important role to play as they not only wield the
market power in the industry and are able tothgemarket power to incentivise change, but
they also have the political clout in industry groups to push for reforms of institutions like the

RJC and the KPSQt is to these companies we turn in the following two case chapters.

CONCLUSION

Ethicaljewdlers have opted for the highest, thpdrty certification where available and have

helped create a niche marketr fthe products. The arrival of ethic@wellers can be
interpreted as the market colonising the political space that activists have ¢heategh

t heir campaigning agaiomdstr,anmégmfifdlbctt dgamdabd
marketbased perspective, they fill a gap in supply of a product that activists have helped
create the demand for. From a more political perspective, they fill the need for industry role
models, showing other jewellers what is pblkes while helping to create a market for

O6responsi bl ed suppliers.

Brilliant Earth is ore of the leading brands in the ethicategory of the US jewellery
market. While they began by only sourcing Canadian diamonds and recycled gold to avoid
the environmetal and social problems associated with mining altogether, they have since
incorporated diamonds from established mines in Namibia and Botswana as well as adding
third-party certified gold that has now become available through the FT/FM [ahei
small size andniche marketallows them tostake out a strong position advocating for the
highest standard of responsible mining assurance while fihieig orders fromrecycled gold

andthe small quantities of availabke/FM gold.
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It makes sense th#le ehical jewellerswould not want to advocate for or join the
industryled RJC as their products are subject to much higher ethical standards and this is
their way of differentiating themselvéesn t he mar ket . I f al |l j ewel |
productdifferentiationi which allows them to escape competitionvould dissipate. They
are able to keep these standards high becauséuhmver is small enough arldey are able
to trace their supplies back to their hgmdked sources. However, thisarke-oriented
narrativedoes not explaieverything. The irdepth study oBrilliant Earth has revealed that
the culture of the compangs espoused in the company goals, \&laed orgoing narrative
is not justto maintainacceptable standardsit, ratherthe highest standardghis culture was
created by the founders of the company, who continue to lead its oper@tierfact that the
firm is private ensures that they can maintain these standaitieut the potential

constraining force of investor demds.

Unlike the other firms in the industry, ethigagwellers do not need the opportunities
that risk offers for them to mobilise the resources of their firm. Instead, their business model
is premised on political activism and creating alternative mafietheir goods. While they
do not have the resources that the larger jewellers have at their disposal, they are able to
leverage their modest political capacity in waysmventionalfirms cannot. They tentb be
privately owned and ownaperated, whichmeans the opportunities available throuligair
leadership structure are wide open. Their corporate culture is obviouslyvehifity also
explains why those ethicéitms that existed preampaign found it easy, and imperative, to
adjust their operations as these new issues and opportunities arose. Really the main market
limitations facing these firms are the costs of political activity relative to the revenues they
can generate. The main challenge is building both supply and demand for their products. The

exposure and politicisation of the jevesly market that activists arathical jewellers create,
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channel s market forces i n waerests and expgaadeed wi t h

opportunity window for future political mobilisation.



177

CHAPTER & SPECIALISED JEWELLERS

INTRODUCTION

This chapter begins by laying out the expectations the I0S model would suggest for the
response of specialised jewellers to the politicisation of the market. Once the pattern of
mobilisation is established amidossreferenced against these expectatiding chapter then

focuses onTiffany & Ca as one of the most engaged firms in the politics of gold,
investigating the opportunities and limits present for internal policymakers when mobilising a
response to civil society contestation. The chapter profilescompany andutlines the
historical context to Iits engagement with t1l
response was informed by previous conflicts before showing how the company is attempting

to reposition itself within the new market liga It then zooms in on the opportunities

institutional entreprenesr f aced when mobilising political
ability to account for the firmds response i
the ways in which businessct or s environment al conditi on:

and, in particular, how the institutional character of the firm influenced the speed and depth
of engagement once the opportunity window for political mobilisation was opened by
activists. The fial section outlineshe efforts of institutional entrepreneurt® consolidate
Tiffanyd s n e w p geseratingpolicies mtgrnally and externally, positioning the firm
where it will be protected from the countervailing forces of civil society activists and the
punishing effects of the market. It suggests that when firms wield their instrumental power in
the institition-building process, thegot only reduce their exposure to risk, but also expand

the opportunity structures available for responding to future threats.
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IOS PR@ILE AND EXPECTATIONS FOR SPECTY JEWELLERS

Economiadimensions Institutional dimensions

Exposure to risk Corporate culture

Level of branding High CSR artefactsMixed

Reliance on produag High CSR espoused beligf#lixed

Cost of compliance Leadership structure

Complexity of suply ¢ Medium Ownership structure; Mixed

Price sensitivity of consumegd.ow Position ofinstitutional entrepreneus ¢ Mixed

Table9: I0S profile for specialty jewellers

Specialty jewellers should be expected to engage in the politics of gold due to their high
exposure taeputational risk and their high reliance on gold jewellery. Taey generally
larger than the ethicg¢wellers and so the complexity of their supphainshould also be
greater as they may needdourcefrom multiple sitesand suppliers to meet their demand.
However, their supply chains should remain less complexthearge, diversified jewellers

that are pure retailers and scairmultiple brandsTherefore, specialty jewellers should
maintain more direct contralver their supply chains than the diversified jewellers. Their
customers, especially for the luxury brands that represent the largest of the specialty
companies,are alreadyprepared to pay a price premium, reducing the median price
sensitivity ofthe cusbmer basdor this category Therefore, we should expect them to act
both individually and collectively to mitigate h e  fexposungas well as the exposure of

the entire industry, to reputational damage.

EXPECTATION: HIGH LEVEL OF ENGAGEMENT AND STR®OCOMMITMENTS
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No Dirty Gold Secondparty Third-party
(NDG) (RJC) (FT/IFM)
Ben Bridge V V U
Birks & Mayors (Canad& US) V ﬁ\étl\f/zi:r:arzti?‘ileﬁ
Blue Nile \ U U
Boucheron \Y \Y U
Bulgari (IT) U V U
Cartier (FR) V V U
Chopard U \Y U
Faberge U \Y U
Harry Winston U V U
Piaget V \Y U
Rolex U U U
Signet (UK and US) V \/ U
Tiffany & Co. V V U
Van Cleef & Arpels V \Y U
Zale \Y \ U

Tablel0: Profile of nonstate initiatives forspecialty jewellers

As expected, almost every specialty jeweller of note in the US market has signed on to the
industryled, secongparty RJC certification. Most have signed thelden Rulesvhile none

have yet sourced from the thipdirty initiative. There are two very ingsting cases here. By

far the most engaged of any mainstream jeweller in the politics of gold hag ifleey &

Co. They were immediately and deeply involved in shifting their supply chain, liaisthg w
activists and industryadvocating for change in the jewellery industry and, ultimately, in
mining practices. The other interesting casRatex but for the opposite reasons. They have

so far resisted attempts by activists to sign @wden Rulesand are not part of the RJC.
They appear to share the general economic opportunities for mobilisation with their peers, so
it suggests the main difference can be found in the corporate culture and leadership
categories. These are the categories that appear to also s@féaatgrom the pack in the

speed and depth of their political engagement.
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It is significant thatalmost every major specialty jeweller in the US market and

beyond has signed o GoldenoRulésamee impodantly, the lR2In ND GO s

contrast,the ethicaland diversified jewellers have almost unanimously avoided this latter
certification. This indicates that specialty jewellers face somewhat unique circumstances.
Their opportunity window for political action waspen wide as the specialtyms found
themseles significantly exposed to reputational risk by nature of their brands and their
reliance on gold products. Additionally, the sector was already highly politicised, having
learned important lessons from previous controversies. Trerghe response opeacialty
jewellers was based predominantly on risk mitigation. As with the other case studies, this
chapter explores these circumstances through -alepth case study of one of the leading

firms in the category of jeweller, in this ca3é&fany & Ca

CAQMPANY PROFILE TIFFANY

Tiffany is a specialty jeweller engaged in the design, manufacturing and retailing of fine
jewellery and other luxury items, primarily in the US and Japgaut with significant
operations across East Asia, Mexico, Canada, and IB{Blomberg, 2012) While
jewellery is their principle product category, the company also sells timepieces, sterling silver
goods other than jewellery, chinerystal, stationary, fragnces and personal accessories
Tiffany brand jewellery spans a wigwice range from the more affordable silver product
lines to diamon¢based items obtainable by only the very wealthy.

Tiffany is composed of three operating divisions: US retail, international retail, and
direct marketing. The company operates 71 ouittetse US and 114 outside the US, with its
flagship store located on Fifth Avenue New York City (Datanonitor, 2009, p. 5-6).

Tiffangdps direct mar keting division consists

of
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which it markets over 3500 itemslore and via mailing lists (Datasnitor, 2009, p. 5). In
addition to its major operating segments, the wholesale diamonds that were obtained in bulk
but failed to meet its Hmouse quality standardare soldby its wholly-owned subsidiary,
LaureltonDiamonds Tiffany has recently expanded inbther luxury items, such as eyewear
while also operating other retail outlets through its subsidiaries, includasse which
specializes in the design and retail ebd jewellery(Datanonitor, 2009, p.5). Therefore,

while the company has significant international interests and a certain level of diversification
in products, it remains very specialised in jewellery and continues to rely heavily on the US

market.

Company history

The company, originallyiffany & Young was founded by Charles Lewis Tiffany and John
Young in New York City in 1837, specializing in jewellery, but quickly adding other luxury
items to its inventory. It expanded its retail offerings to include direct marketing through
mail-ordercatalogues as early as 1845. Soon after the retailer added the silver company John
Moore to its business (1851), Charles Lewis Tiffany changed the naifi#aioy & Co.in

1853. In the latter part of the 2@entury, Tiffany continued to grow, adding aitional

stores in the US, signing exclusive contracts with prominent designers, and establishing its
retail foothold in Japan through the Mitsukoshi department store. The 1980s saw the
company bought (1979), resold (1984), enter the European market viapé&méng of
Londonds Ol d Bond Street store (1986) and be
(1987). Tiffany continued its expansion through the 1990s by adding major manufacturing
facilities in Japan (1996) and the US (1997, 2001), while launckséngniline business

1999/°

" |nformation was compiled from Tiffany.com, Bloomberg (2012a), and Datamonitor (2009a).
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Where jewellery fits into the business model

Although Tiffany has gradually expanded its interests to include a number of luxury items in

its retail locations, the company remains first and foremost a jeweller. They are a vertically
integrated company and are continuing to deepen their control over their supplyNbiai

simply a jewellery retailerTiffany has moved beyond retail and design to include jewellery
manufacturing and even the cutting and polishing of diamonds. This increasing integration

has been undertaken primarily for security reasiortie company dlt exposed from its
reliance on diamonds with around 40% of the
(Kosich, 2004). The company recognized that the combination of its dependence on
diamonds and the number of intermediaries in the supply chain eeprdsa strategic risk

and a fundament al security problem (Kosich,
was a strategic objective of our JiffahylCEO t he |

and Chairman of t he Bnoodnghthatdi Véec t h aovned b(eKeons i sclho

HISTORY OF INTERACTION WITH CIVIL SOCIETY FROM CRISIS TO
RESPONSE

Crisis1 Conflict diamonds

As with ethicalj ewel | er s, t he I ssues surrounding 06
moment in the political edudah of specialty jewellers as it marked the initial politicisation

of the market. Unlike many of the ethigelvellers, however, most of the key players in the
specialty jewellery market were already i n c
danmondsé controversy boiled over. They wer e
when the issue was gaining prominence, the industry formetivtredl Diamond Council

(WDC) to tackle the issue andiffany was one of the founding, and most outspoken,



183

members of this initiative. The industry group joined with activists from civil society,
governments, and the UN to construct the KP
di amonds6é6 from membersdé supply chains.
However, we have already heard that thgonale behindriffany shifting its supply
chain and expanding its chain of custody for diamonds was driven primarily by the desire to
achieve security of supply and secondarily by the profits that could be realized by taking on
these additional activés i it was not driven by any desire to ensure social and
environment al accountability. I n other wor d
surfaced, catching the industry completely unaware and uncertain how to prodiey,
had already spentgiificant resources on integrating its supply chain, thereby expanding its
chain of custody.
The opportunity arose in 199 whenAber Diamond Corporatioi a Toronte
based diamond mining company (ndvarry Winston Corporationi approachedriffany
with an investment opportunity in the Northwest Territories of Canada (Kaa@f#). In
1999, Tiffany bought a 13.9% stake iberfor USD 71 million, which the company used to
develop Diavik diamond nne in Canada while allowindiffany to buy diamonds at a
discount (Newman2006). In late 2004Tiffanysold its interests in the company for D368
million and went on to provide W5 35 million in financing credit toTehera Diamond
Corporation to allow the company to develop tldericho diamond poject in Canaa in
exchange for similar purchasing rights (Newma&006). Tiffany now sources the vast
majority of its diamonds fronRio Tintoand Harry Winstor® ®iavik mine, BHP Billiton6 s
Ekati mine, andTahera Sericho mine (although operations are currently bald pending
sale)i all of which are located in the Canadian Arctic.
In addition to these sourcing dealsifanytook on cutting and polishing activities as

well as manufacturing (Kosi¢l2004; Newman2006). According to Kowalski, security of
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supply andprofits were the primary and secondary drivers of this vertical integration,

respectively.

6We began all these activities primarily
wanted to control our destiny. As we became more involved, we realized that

therewere significant incremental earnings to be derived from vertical integration.

Our interest became far more intenseé bec:
opportunities. At the turn of the century, it became more important for issues of

social and enwonmental accountability. That was actually the very last

consideration in tersof times e q u e(Kowaski,2004).

So, the risk to th&iffany brand posed by conflict diamonds was serious, but only reinforced
a process of consolidating control oeth c o mpany dés supply chain tha
However, the process was not complete by the time campaigns to eradicate conflict diamonds
came into force andiffany stores were targeted along with other jewellers. Unlike many in
the industry Tiffanyresponded to thé&onflict diamondécontroversy in aery proactiveway.

In addition to continuing their movement toward establishing a clear chain of custody
for their diamonds, the company also took on an advocacy role and began leading the
movement to eradicate the controversial diamonds from the industry as a whole. rosvard
end, Tiffany took out a full page ad in thé&/ashington Posin 2001 encouraging the Bush
Administration and Congress to pass thkean Diamonds Trade Actvhich enacted US
partidpation in the KPCSSoon after theéconflict diamondé ¢ o n t, thed vsesrusey of o0 di

gol d o6 aTiffangwas detarmined to not get caught unawares again.
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Tiffanywas one of the prime targets of the NDG campaign from the very beginning. Its name
features prominently on the originarapaign blueprint, a bar napkin on which the campaign
organisers originally hashed out the plan in schematic form, now framed anddhanthe

office of the organdt i on f or whi c,lhe &President obBdrtBvonsaasdi t o
one of the NDG mastarinds,currently works in Washington DC.

According to campaign leadeysTiffany was in its own category from the very
beginning NDG, personal communicatignSeptember 20, 2010As explained in chapter
three the campaigners identified higind jewellers as principal targets because of their
brand value. They wanted to raise the threat of damage to this brand value in order to garner
the leverage necessary to influence mining practices. They were cortfidsatcompanies
would go to bat for theibrand and once they had a core of highd jewellers they would
then take thisadded credibility to thdower-end jewellers armed with a model of how
companies had adapted and alwihijnhdhe shdusiry. Amdd ar d 6
Tiffands name was first on the 1|ist.

This was an approach that had alreadypneffective in other industries, notably the
forestry sector wherRainforest Action NetworKRAN) and others targeted large DIY
retailers to forceltem to shift their sourcing strategies away from old growth timber (see, for
example, Bartley2003; Sasse2003)*

Contrary to the tactics utilised in the forestry case, however, the NDG campaign
leaders decided, against the wishes of many in the datmmsmunity, to directly approach
some of the companies first. This went against the then current logic amongst activists, which

was to hit the companies with demonstrations, boycotts, and other forms of negative publicity

™ Other examplesiclude the fur trade and, of course, diamonds.
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with the hope of forcing the corapy to acquiesce to the campaign demands. Approaching
the companies beforehand to negotiate, and possibly cooperate, was anathema to activists.

In this case, the campaign leaders decided that leveraging the risk of a shame
campaign was worth more than aity pulling the trigger. One of the main concerns was
that if they did go through with the planned actions, they ran the risk of losing their leverage.
That is, if they held demonstrations outside storefronts and there was no noticeable decline in
salesthey would lose the leverage that the threat offered. They felt that the uncertainty and
risk itself may in fact be the most powerful motivattdDG, personal communication
September 20, 20)0

Once the decision to contact the companies directly was rreeampaign leaders
then put their minds to figuring out how to go about doing this. During this process of
gathering information on target companies, which includdthny, Cartier, Bulgari, and
Rolexamong othergheyreceived a call fronTiffany. In other wordsTiffanyapproached the
activists.

Tiffany explained that they had heard about the campaign and that the company was
doing many of the same thingsassessing the landscape and trying to make sense of it all
(NDG, personal communicatipSeptember 20, 20)0They were going through their supply
chain, post conflict diamonds, and evaluating their vulnerabilities. They came up with gold.

Their gold supply chain constituted a considerable latent problem and environmental
concerns could potéeni al |y pose an even more significan
conflict diamonds were relatively containable. Bffanywas looking to have a conversation
T a move that would have certainly been as appalling to those in the industry as the
campagner s® engagementatthedime t o ot her activists

As campaign leaders explaiiffany was out in front; they were in their own

category NDG, personal communicatioiseptember 20, 201L0They had done their analysis
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and were completely different froeveryone else in the industry. They had learned a lesson

from the &onflict diamondéissue. While other jewellers finished wifbonflict diamond§

once they sawhat it was at least moving along tK&CS track, they went back to doing

what they did besi selling jewellery.Tiffany went further and saw something deeper here.

They began an egoing process of engaging with key people from the NGO sector as well as

with their suppliers, including some of the major mining companies. The result was that by

the time the campaign launchédffany had already done its analysis and had a sense of the

|l ay of the | and, t h,endra stategy pmaviny foraardp Theyiwere o n i
going to do things that wereiffanyd s p er c e i v eadnflict didmends thay were® o s t
the ones who had already thought this all through and were not going to be surprised again

(NDG, personal communication, September 19, 2010

Lobbying and advocadyregulatory reform and opposition to projects
Tiffany has shown itself to be a leader right from the beginning. One of the first major
j ewel l ers to sign o nGoldem RulediTéanyNh@sGgone daygn@d i g n 6 S
campaign expectations and has actually pushed for increased regulation in a number of areas
affecting their operations.

On 24 March 2004Tiffany surprised the industry and activists alike by placing a full
page ad infhe Washington Posbbbying against a proposed mine in Montana. The ad took
the form of an open letter to Dale Bosworth, Chief of the US Forest Service, and was signed
by Michael Kowalski, Tiffany Chairman and Chief Executive. The letter very publically
opposed the Rock Gek project near Libby, Montana.

This move quite naturally triggered divergent responses from environmentalists and
representatives from the extraction ,andctor.

pl ati nluai ©s e R @ E&Gtpheyppaayrwho cared @alwout how they were viewed
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and what their cust omer 3 Laurh $kaek, bead oAtbestowest at e d |
Mining Association n Spokane, had a different t ake: C
Kowal ski 6s st dwusgsi @eansdaobwmeausvoul(lissomiatedt e a
Press, 2004

I n fact, many in the i1 ndustry were very
Industry groups attacked the company, accusing Kowalski of being the lapdog of the
environmental mvement and claiming the advertisement was factually inaccurate, that the
company had failed to consult with those working on the progud had wasted an
estimated US®0,000 of shareholder money on the personal agenda of the CE(OwBIsir
Mining Assogation, 2004,p. 6). However, it is worth noting that much of this inflammatory
language is originating from the same sour@eregional industry group catering to mining
interests and in the same document r eme@gee utsa dteltoe |
(Northwest Mining Associatigr2004,p. 2).

Despite these negative feelings from indusiiffany has continued down the same
path of corporate advocacy. In a talk centredlogfand s CSR pol i ci es and d
Alma Mater, theWharton Bugiess Schooht the University of PennsylvanjaKowalski
opened up about the impetus for and backlash against sdmie f fs achopso

Kowalski has admitted thaTiffany did not expect the tenacity of the industry
backlash that theVashington Postdvertisement produced. Kowlaski himself considers
Tiffands stanpeltioilkbal 6aas oOounli ke other enviroc
traditionally cut across party |ines, 6 Kowa
change once newaper headlines began announcififany Battles Administration over
Mining Reform 0O 1 t was something that we certainl.y

(Kowalski, 2004).
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6Certainly al | of our fell ow retaml ers,
consider our degree of engagement suspect, stopidsaned pi ck your poi son, ¢

told the students.

6Many of the mining communities in this c
a front for the NGO community, that | am a radical enwinentalist who is out of

control, that we have been corrupted by the NGO®ne of which is true. In

terms of brand leadership on this issue, we are at a turning point right now. To

some degree, we could walk away fre¢;, om this
than any jeweller in the past by basically putting mining reform back on the

national political agenda through our open letter adhe Washington Padst

(Kowalski, 2004a).

But Tiffany did not walk away. In 2009Tiffany ran an ad in an industry magaei
aimed at jewellers urging its peers to boycott gold fiéebblegold mine in Bristol Bay,
Alaska run by thePebble Partnershimof Anglo Americanand Northern Dynasty Tiffany
says It objects to the proposal 6to build al
of Al askads Bristol Bay Watershed, home of
The ad continues with the st at eimnggannottbé at o0t
done without forever destroying landscapes, wildlife and communities. Bristol Bay is one
such prheg bawe followed this advertisement up with a similar onéNational
Geographi¢ December 2016

In an email to Mine Web, an online mstry hub and newspaper, Michael Kowalski

sai d, 6We hav ePebbémime ineyery public forgm werhave spokeri éihe

2To view the advertisement in National Geographic, follow the link below:
http://www.tiffany.com/csr/responsiblesourcing/PDF/National%20Geographic_Dec_2010_cropped.pdf
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FT andFortune GreerConferencs, theEMA Awvardsi n Hol | ywood .TdfanKowal s |
has discussed its objection to théoBle Project with Anglo American, the company behind
the proposal (Kosigt2009).

In a separaté nt er vi ew, Kowal ski has stated tha
assessmento and, after visiting the propose
together a documentary film that helped convinceTilfflany Board of Directors to back the
campaign (Novellinp 2009). Along with risk assessment, there are other business
explanations for this type of corporate activism.

One of the interesting aspects of this ad in particular is that it is directed at industry
actors and is, therefore, less patthan theWashington Posthallenge. This suggests two
things: First, thatiffanydid not wish a repeat of the attention and backlash of the same scale
that the first advertisement in a widediyculated publication created. Second, thidftany is
not simply attempting to create publicity through its activigbuxury jeweller, personal
communication, September 16, 2010

From the examples outlined thus far, one could easily get the impressidiiffdral s
response to the i s 9ly&kingdutirdlammatoryadvgrosentedts iva s s
newspapers. However, the company has also been active in the creation of industry groups
set up to deal with these issues. It was onth@founding members of both th&/DC that
works toward the eliminatonfo oO0conf | i ct di amondsd6 from t|
(previously mentioned) as well as the RJC (formerlyGloencil for Responsible Jewellgry
created in r espons e(see ohaptehtereefhe company bds playediar t y ¢
central role in gtnering industry support for collective action as well as reaching out beyond

it.
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IOS MODEL APPLIED TO THE SPECIALTY FIRMIFFANY & CO.

So the response dfiffany has conformed to our expectations for actors in the specialty
jewellery category. Due to the structural opportunities availabiestautional entreprenesr
within the firm, once activists raised the i
to act quickly and decisively. The analysis will now bring in the IOS model to offer a more
focused explanation of the companybés deep e
unique features of the opportunity structure business actors withinrthevéire able to take
advantage of to drive this very proactive response. This will also offer a chance to evaluate
the framework itself, judging the extent to
for through the channelling effects of the econoamd institutional dimensions of the 10S

model.

ECONOMIC DIMENSIONS

Exposure to risk

The immediate competition that firms face has a lot to do with their business fididely

enjoys significant markips based on its promise of quality, designd image.Tiffany
competes with other luxury brands and spends large quantities of its expenditures on
marketing, for example, in its daily advertisements in M@v York TimesAn enormous
proporti on ovVaudihimangbte mm ahbffady brand has risen to the upper
echelons of the industry by leveraging its reputation. It is not a vixsesdsl industry and so
customers must be convinced that the product is worth its significant price premium. As we
saw in the chapter on the gl gold suply chain (chapter thr¢emuch of this can be said

about the jewellery sector as a whole, big gspecially so in the case of the luxury brands.
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Tiffans brand value i s, arguabl vy, of great e
other cases. Thatistosdyffands br and I mage accounts for a
companyo6s value and constitutes anyis iarikedl part
76"in Businessweekods Top 10 Bloo®derg2til) wilhraands a
brand value of USDt.000 billion. Cartier is ranked just slightly behind in th&" ppstion
with a brand value of US[B.968 billion. Noticeably absent Wal-Mart, which is especially
significant when we consider that the company is by far the largest retail company in the
world. This just emphasises the point that not all firms in the branded node of the supply
chain have equal value invested in their wdlial brand and so the levels of threat and
opportunity will also vary.

Tiffany designs and manufactures its own jewellery. The jewellery is then emblazoned
with the Tiffany & Co. name, which adds value to the pied@&@fany maintains exclusive
contractswith prominent designers, making its prodiictor all intents and purposds a
designer brand. It does not compete on price so much as product differentiation and this
makes the brand image ®fffany vital to its business interests, while also allowiog &
market strategy based on smaller volumes and dalibieprofit margins(see appendix B)

Tiffands | ack of diversification can go a |
political activities. Michael Kowalski has stated that prior to NGOs anersttaising public
concern over the social and environment al e
minerals, this lack of diversification posed a fundamental security of supply predicament
(Kowalski, 20049). It left the company at the mercy of its suppliers. This was especially the
case with diamonds as roughly 40%Tdaffand0 s pr oducts required thei
diamonds were in the global media spotlight as fuelling armed groups that were adtiieg t
miseries of many in poverstricken and watorn suppliercountries,Tiffanywas working to

i ntegrate manufacturing and supply process
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di amondsd6 movement onl y @iffadyd s ¢t sopptywelgsne cur it

agenda and added extra impetus to a movement already underway.

Cost of compliance

The structure of each f i r mdustryandtpipwillaffectthai n wi
firmds cost of compl i anc e ndaw alailable foebusness r e , t
actors Tiffany has a relatively simple supply chain as it is fairly vertically integrated. They

source the vast majority of their gold from a single mine with onsite refining capacity and
control the design and manufacturinggesses.

As mentioned aboveTiffany was already in the process of shifting its supply chain
toward a more vertically integrated model v
controversy were heard in the late 1990s. This certdowered the margial cost for
participatingin a movement away from these damaging sources of minerals. The winds of
change had already been blowing through the
benefits unbeknownst to those preaching for a supply chain devéidas nf | i ct mi ner
the concomitant reputational risks that accompany them.

Tiffanps experience with oO6conflict di amonds
what |l ay ahead when t he i ssue of 6dirty g
experienceTiffany had not expanded its control over its gold supply chain and so could not
immediately respond with chain of custody verificatestohow and where their gold was
sourced. In the words of Michael Kowalskih en t he question was pose
our g ol dHe &dmits:rdarheé answer wa we have no idéa ( Ko w2D048. K i
Apparently the same security of supply concériffanyfaced with diamonds were not at the

forefront of their procurement strateg for gold.
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61 f one were to ask us about the ultimate

couldn't begin t Kowalsks20@h). Sd theacompany paitstite iquestian  (

to its suppliers its manufacturers, fabricators, and ebefflion bankss but t o no avai

trail si mpKowalslg 20843). c ol do (

Since thenTiffany hasshifted its supply chain so that it sources most of its new gold
from the Bingham Canyon mine in Utah, a modern mine where the company can ensure full
control of procedures (Friedmg2008; Copping2009). Like theDiavik diamond nme in the
Northwest Territories, th&inghammine is operated byio Tintg through its subsidiary,
Kennecott Utah CoppeiThey continued to consolidate their chain by mgland moulding
jewellery in theirown facilities in NYC and Rhode Island while continuing to cut and polish
rough diamonds in Belgium, South Afriaand Canada (Newmag006).

As was shown, even before the NDG campaign hit its stlidigny already had a
very strong sense of their position in terofgthe potential environmental and social issues
that were beginning to come up. While the rest of the industry movédmnthe diamond
controversy Tiffany realized they were still exposed and proactivelyaoethe process of
investigating the provenance of their other materials and expanding their chain of custody to
reduce this supply chain exposure. In this resgeffgny was ahead of the curve and by the
time the NDG campaign was up and running, it wagshneasier foififfanyto get its house
in order.

Additionally, the consumer base for specialty jewellers should be less sensitive to
changes in price than those of diversified jewellers. While the latter compete largely on price,

Tiffany, for example, empasises th&@iffany name as representing tradition and quality. This

is a major reason whyiffanyd s profit mar gins are triple

superstore competito(see appendix B)
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Recently Tiffany has expanded its market into less expensive jewellery whose target
marketshouldbe more price sensitive thdor the higher range luxury goods market. This
jewellery tends to utilize silver as its base metal and so is not directly targeted by the
campaigs against diamonds and gold. However, the company has utilized the diamond
experience to inform its response to concerns about gold and it seems only natural to expect
silver to be next in line.

Perhaps more significant ihe fact thatTiffanyd s  mo vietonless expensive
jewellery andWakMartd6 s mo v e me n't Il nto more expensive |
similar products being brought to market thgse companiesiowever, there are still some
major differences between them. Even though the produeta semparable, they may in
fact fall into different categoriet Tiffany specialises in aspirational goods whilalMart
specialises in attainable goods. It harkens back to the conversation about brEiffdimgis
selling an image and, although they @eovonderful job at balancing this with accessibility,
they are a luxury goods company and they do not compete on price, but on image.

In fact, althoughTiffany and WalMart are two of the largest retailers of gold
jewellery in the US, industry analyst® chot even list them asompetitors. For example,
Datanonitor, an industry database, lididfanyd s mai n ¢ dWiyHeMoet Hemmessy a s
Louis Vuitton) Zale Corporation Bulgari Societa per AzionBlue Nile Inc, Signet Groups
plc (Kay andJared, andRichemoniCatrtier) as the top six despiteWalMart accounting
for the highest gold jewellery salen the US market (Datamonitor, 2009a,24). This
reflects one of the major divisions in the jewellery sector, namely, that between specialty
jewellery retail chains and department stores withghery operations (Datamonitor, 2009a,

p. 20). There is, of course, a third categtimgt accountsfor Brilliant Earth (Datamonitor,

2009a, p20).
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The significance for the analysis here is #istd: First, Tiffany is much more reliant
on its image, making the company much more susceptible to threats against its reputation.
And secondTiffany should be more able to incorporate the cost of mitigating these risks into
the price of its productBoth of these factorexpand opportunities for institutional

entrepreneurship.

INSTITUTIONAL DIMENSIONS

Corporate culture

Tiffany is associated with classic American luxury stemming from its Manhattan flagship

store. Their market is in aspirational goods. While they pride themselves on being accessible,

their main customers are upper income, urban consumers. All of these factoisut®ho

the organisational identity of the company, which will be reflected in the artefacts (past

actions) and espoused beliefs (written and verbal policies and goals) of the company.
Naturally, this identity leads to different strategies than ourrottases when

implementing environmental and social directivdsi f f austgniers want th&iffany

brand and everything it represents and they are willing to pay a premium to attain it. This

makesTiffany more vulnerable to the risks of being associatéth wresponsible mining

practices, but also more inclined to use its voice against such practices. This can be seen in

the Washington Posadvertisement calling for the reform of mining laws as well as in its ad

in National Jewelercalling for its fellowjewellers to boycott gold coming from the Pebble

Lake mine in Alaskaand the similar ad ifNational GeographicT i f f eustymirs are

likely to care about these issues and applaudf f posityproos them as it is a cognitive fit

with its global brand image.
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In fact, the campaigners were counting on this from the beginning. There was a strong
business case based on risk mitigation present inTifieny situation. With so much
intangible \alue invested in its brand, the company would go to great lengths to protect that
image. An intimately related factor was tHaffany customers, wealthy urbanites that have
shown themselves to be willing to pay premium prices for this-gretbmedTiffany brand,
may actwually find O0di i moyesathan dodsunecs shopmpingafor s a | i
price. However, at the end of the day, those working closely with the company feel that it
came down to culture. 61t Wwaflanyl&€asnmpangoedb usi ne

not equal pr ot e sND&,mparsomalconsmurdcationa20/094Q).or es 6 (

Leadership structure

As explained in the conceptual fr ainfleewcer k, tF
the autonomy of managerial decisioraking; therefore, leadership structure will shape the
extent to which individual characteristics o
the leadership structure of the firm will influence the willingness and the ability for internal
institutional entrepreneato respond proactively to external pressure.

Whil e the vast majority of the major spec
Golden Rulesind the RJC, there are exceptidrRslex the luxury watchmaker, has declined
engagement with activists and the wider politics of the market. This is somewhat surprising
given that most of the economapportunities that facilitatdiffanfd s pr oacti ve st
also present witliRolex The difierence, it seems, is that the institutional characté&todéx
does not favour this type of political activity. Their website does not have a prominent CSR
section and according to activist accounts, their leadership simply does not appear interested
in paticipating (NDG, personal communication, April 24, 2Q1% suggestshat they have

not built the systems or the culture that would facilitate proactive political engagement.
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For Tiffanyit is the CEO and Chair, Michael Kowalskvho is driving change as he
has both the vision to bring a strong CSR analysis to the firm and the position to see it
through.Campaign leaders notbat there are others like MKowalski in other companies
who have a similar vision, but are not in aipos to drive these issues past the Board of
Directors NDG, personal emmunication September 20, 2010They may not have the
Board onside or they may not have the senior leadership onside. They really need the
combination to drive ambitious programsviard. The fact that Mike Kowalski is both CEO
and Chair of the Board of Directors helps.
In fact, key campaigners contehch at &6 1 e a d itis & ledstms immortakt asy
the brand valuddarry Winstond i d n 6 tCartreocanee;more slowly all the other brands
needed to figure out what was going on. There was no leadership; noboiyayassitionto
really drive it forward. WithTiffanyi t was t h e ND&Ggeperéorat comnmicatiod  (
September 20, 2010So while nany companies will possess latent leadership potential, any
prospective champions must be in a position to expend company resources while creating the
cognitive and organisational space for change.
Michael Kowalski holds many of the top positionsT#tany. He is the Chairmaof
the Board Chief Executive Officer, Member dhe Management Board, Member e
Dividend Committee, and Member dhe Corporate Social Responsibility Committee
(Bloomberg, 2012b).While T i f f dusipeds model and corporate culture do lend
themselves to proactive | eadership on these
Board of Directors expands his opportunity window when advocating a very strong position
on CSR. With the amount of automy these positions afford him, it seems appropriate to
expand briefly on the character of the compa
Asel-fpr ocl ai med o6écorporate activisto, Mr. K

to take these challenges personally. While climbingtimgs of theTiffany corporate ladder,
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Kowalski also became involved in various environmental causes, including as Trustee of the
Wildlife Conservation Society and the Nature ConservaBtyofnberg, 2012c

This is interesting as it not only points to aergonal commitment to
environmentalism, but also hints at an underlying conservationist worldview of
environmental protection as opposed to a more instrumentalist perspective at the core of
concepts | i ke 06s u(seeBeinstemp20@)WHee expldinng tmee logic 6
behindTiffand s campai gn against the propNasosad mi ne
Jeweler Magazine Kowal ski states that o6[a] mine, by
be gone, it will be depleted and likely be abamadod 6 ( Novel |l ino, 2009) .

What makes this statement interestihngand controversial is not the distilled
sentiment, but rather, the source and context. It is coming from the business community and,
moreover, from an industry player with a stake in thissett is not empty rhetoric and it is
not representative of flexible, marketised instruments. It advocates for strict limits to
market activityi pr escri bing 6no go6 zones for extrac
that is fundamentally at oddsith that underlying the markelriven environmentalism that
permeates theontemporary business communibfichael Kowalski may have been correct
when he stated inBReuteb s i nt er vi e w Fdrdeacommmpdnatlg follevdng o n
the Washington Posa d :  Tdffang, responsible mining is absolutely a part of our brand
contract and, i f you havendét guessnmeedtiatl iasltroe
(cited in Northwest Mining Association, 2004n all likelihood, Kowalski was probably
having a little fun with the statement, but it has been picked up by some in the industry and
treated as a confession of guilt (see, for example, Northwest Mining Association, 2004).

It i s worth repeating that it modelaawel o mbi n
as cognitive factors that all ow those withi

stancelf Mr. Kowalski did not hold such powerful positions within the compaFiffanyd s
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depth of engagement would almost certainly have suff@iéfdnyd s v al ue 1 s its
company where the vast majgrof value is intangible o n e o0 & mainhasks QUEthHE
reputationmanagement. Also the fact that the culture of the firm is conducive to this type of
thinking 1 it did not clash withhie core of th&iffany culture.It must be said that this should
be viewed as a positive cycle of sorts, the corporate culture enables strong leadership on these
issues, but that corporate culture itself will reflect this strong leadefBhgbottom linds,
without these favourable opportunity structutds, Ko wa |l s ki 6 s | basedilkelys hi p v
laid dormant.
Kowalski swears he does not have a problem sdllifige ¢ o prpaativeyposgion
to shareholders. During the Wharton talk, one student asked Kowalski directly if investors
ever criticizehim, as the CEO, for spending so much time promoting environmental and
social responsibility issues, taking his focus off othdlydand strategic initiatives.
6That's a fair question, but i1 nvestors ha
and when we outline our programs, those investors who are concerned are
predisposed to be supportive of what we are doing. And | would sagnyhadle
is not to focus on daily operations. My role is to focus on issues of strategic
importance. | would place this near the top of our list. It really is about our social
license to continue to do business. That is about as fundamental dik€EO

respomsi bility I can i@magined (Kowalski, 200.

BUSINESS POWER AND PRIVATREGULATION

The chapter has thus faffered anexplanation foiTiffand s r esponse to actiwv
based orthe actions of internahstitutional entreprenesrwho drive change through the

opportunity structures available. But what are the potential consequences of this corporate
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political mobilisation? The final section brings instrumental dimensions of business power
back to the analysis, examining the ways which Tiffany has impacted the political
landscapecontributed to the creation of privaitestitutions,and expanded th@epportunities

for political action moving forward. Wbkring backthe business power lens to examine the
ways in which specialty jevlers might mobilise the resources of the fitsmnot only take
advantage of, but to also expatite opportunity windowor corporate political mobilisation
Business actors use various strategies to impact their institutional field, inside and oaetside th

firm, utilising the instrumental power of their firm.

Economic Institutional
Translating regulations into V Creation and maintenance of
Internal . . o ) .
actionable practices institutions internal to the firm
. V L Ing an \
V Donations obby 9a d advocacy
L V Issue framing
V Strategic investments . :
: V Creation and maintenance of
External V Buying power and o .
. institutions external to the firm
preferential procurement )
. . V Acting as a role model for others
V Paying membership fees

to benchmark

Tablel1: Corporate political mobilisatiorg, Tiffany & Co.
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INTERNAL

Buying power and preferential procurement

Tiffany is rather uniquely positioned to monitor its sourcing as it maintains one of the most
vertically integrated supply chains amongst jewellers. As we saw earlier in the chapter, even
before the conflict diamonds controversy, the company began purchasiegtstgpstream

in mining and processing activities. In addition to securing their supply of diamonds and
actually enlarging their valuadding activities, this has allowetiffany to follow their
diamond supply from the source and monitor practices almngHhain.

Tiffany has advantageously positioned itself when sourcing gold as well. As noted
earlier, the company purchases gold almost exclusively Kemtmecoth s Bi ngham Can
copper mine in Utah, which has the advantage of being an established romimgicity that
uses the highest technology to extract the ore without the use of cyanide and, importantly, has
an onsite refinery which allows the gold to remaegregated from that mined fromther
sites. This last point is vitally important as it is tiedining stage at whichosirces often get
mixed, posingdifficulties for tracing the substance back to its original soutduétry
expert personal communicatioduly 29, 2011 Additionally, it allows the company to have
a policy of only sourcing gold/hen it is mined as a bgyroducti as the mine predominantly
produces coppér though some in the industry find this policy disingenud&C, personal

communication, July 18, 20).2

Creation and maintenance of institutions internal to the firm
Tiffanyd snainstreaming of sustainability throughout their business really took off with the
conflict diamonds controvey and has continued sindaffany monitors its compliance with

its evolving standards through its involvement with certification initiativeselsas through
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a semiindependenCSR CommitteeThose tasked with CSR initiativesteractoften with
operationgnanagement in their New York offices.

Tiffany maintains a strong CSR program. While Kowalski has admitted that Tiffany
expends a fair amount of resources working on mining reform issues (Kov24l8ks), they
are a good example of a company that does a lot with relatively little and the cost of
implementing their CSR strategies has never been an issue with invéstarsy(jeweller
personal communication, September 16, 200®e of their main CSR divisiofisthe Tiffany
Foundationi consists of only two emplees including the President, Anisa @oand they
retain a semindependen€CSR Committethat oversees their CSR efforts.

In line with the CSR Committee ChartéiTiffany, n.d), the Committeeincludes at
least two independent directors and one employee directorChagterd ef i nes O0soc
responsibilityo as t he way i n whi ch t he b
communities in which it operates. Its remit is expansive in that it considers everything from
environmental impacts to employment practices to poligcglagement. Th€ommitteeis
directed to monitor and evaluate all management decisions with regard to their social and
environmental impacts and offer recommendations for improvements. The focus is on any
issue that may impact upon its business operatibremd image and reputation while
updating priorities based on evolving industry best practices and community concerns. They
also review the companyds engagement with v
their initiatives to the wider stakeholdeoramunity while maintaining the authority to
engage or terminate engagement with any tpady auditors or consultants. It is the
responsibility of management to ensure that resources are availableContingtteeo carry
out all CSR activities that theommitteesees fit.

Through its internal policy mechanisms, the company adheres to numerocus self

imposed bans on dealing itertain materials andhaterials of certain provenance. For
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example, in 2007 iffany unilaterally stopped selling coral and in 2068y ceased to trade in
gems from Myanmar i n | i B@wmese Fteddom dne Deltdocrt8cy g o v
Act, continuing to adhere to the ban even when legal loopholes were being utilised by other
jewellers to sell these items (Tiffang2012. As previaisly noted, in 2004 the company
pledged to not source silver or gold from thebblemine in Bristol Bay andin 201Q added
diamonds from the Marange region of Zimbabwe to the list of materials banned from
company products and stores (Tiffa@p12. An example of how diligent the company is in
protecting its reputation and adhering to the CSR goals of theadwknplacein 2002 when

the company pulled tanzanite from its shelves at a time when the mineral was being linked to
terrorist groups; when thesemours proved false, the company began selling tanzanite once
more (Newman, 2006). These internal policéee meant to protect the company from the
reputational risk of being associated with environmental degradation and human rights abuses
and serve th&nction of denying those involved in these activities a source of financing from

the company. This act of leadership on these issues also serves as a model for other jewellers
and applies both political and market pressure to those who would seek tdrpmfthese

activities.

EXTERNAL

Through its annual sales of over USDbillion, Tiffany exhibits moderate market power in

the fairly fragmented jewellery market. The approach fh#any has taken to integrating

and, therefore, securing its supply chain has further limited its ability to use its market power
to change industry practices beyond its immediate partnership wiketireecotd Bingham
Canyonmine. By sourcing exclusively froma single mine, the company is rewarding good

practices locally, but limits its ability to incentivise others to change their own practices.
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Binghamwas already utilising best practices and so, in contragfgdbMartd s appr oach
bringing suppliers alongy working with them to improve their processédgfanyd0 s appr oach
has the rather ironic effect of reducing their ability to affect change throughout the supply
chain and limiting the incentive to maintain best practices to this single mine. Wary

exhibits a much greater capacity to govern is through their institbtidding, vocal

leadershipand acting as a role model for others in the industry.

Donations and strategic investment
The company extends its political influence while strengtlgethirir social license to operate
through its philanthropic arm, thEffany Foundation which was established in 2000 and
currently supports various projects, including campaigns against trade in coral, beautifying
urban parks, restoring areas surroundibgndoned mines, designing programs to maximise
the benefits of artisanal mining in Sierra Leone, and supporting community health through
HIV/AIDS programs in Botswana (Tiffany, 2012

We see evidence of the companyds conseryv
Tiffands phil anthropic activities outsilg& of mi
million donation from theTiffany Foundationto purchase the land next to the famous
Hollywood sign to spare the woodlands from developmentifianyd s st at ement , K
states that 6[t]he Holl ywood Signé cannot b
hiking trails and wildlife corridors. Preserving both means that future geresahay gaze
on this parkland and know the California frontier before freeways améauri zat i ond (
Today, 201Q This conservationist agenda espoused and fundddffapy parallels many of
the statements directly confrontiegvironmental issues in ming and are indicative of the

company6s basic underlying assumptions abou

policy.
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Lobbying, advocacy, and issue framing
As outlined in previous chapter§iffany has established itself as a very vocal proponént o
responsible sourcing for jewellers. Through both Tifgany Foundationand through their
CEO, the company advocates for industry change in mainstream media. Examples discussed
earlier include political stances aimed at creating public demand for pafoym and
creating market demand from both fellow jewellers and-usel consumers for ethically
sourced gold.

The Washington Posad calling for the reform of US mining regulations is a political
strategy usually reserved for environmental and sociatsigloups. The ad was an open
|l etter to the Forest Service in which Kowal
referring to the opposition of numerous environmental organisations, dozens of local
businessesand a handful of local politicians the proposedRock Creelsilver and copper
mine in Montana. It was the first time that a jewellefdgfanyd0 s si ze and st atur
public stance calling for reforms to mining regulation and this did not go unnoticed by civil
society or industry gmups. Thebattle between thédRock Creekmine developers and
opponents is ogoing, but theTiffany ad certainly helped place the fight front and centre in
policy conversations.

Al ong with the company&os aiffahyitook asstnong ar g et
stance aimed at other jewellér&s commercial consumers of gdlaalling for a boycott of
gold and silver from the proposdéebblemi n e . But , the companyods
responsible mining extends beyond both gold and newspaper iselvemts. Through
various public appearances, media interviews and through their wali&rsy advocates for
0 ngo zonesboO for mi ni ng operations, whi ch
environmentally or culturally sensitive to host mine developmegardless of the scale or

practices employed (Tiffany, 20L2They have advocated for policy reform regarding the
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reclamation of abandoned mines, reform of the KPCS to close existing loopholes, respect for
human rights through boycotts against gems frogaminar and diamonds from Zimbabwe,

and a moratorium on trading in coral to protectthe wod 6 s cor al reefs (Tif

Creation and maintenance of institutions external to the firm

In addition to their political activismTiffanyis directly and actiely involved in institution
building through their involvement in conferences, workshops, certification instituaods
various other collaborations.

Tiffany helped convene a 2003 muitiakeholder conference leading to the
publication of the2005Framework for Responsible Mining Guide to Evolving Standards
which seeks to establish dialogue between government, civil society and industry that will
eventually evolve into actionable criteria for responsible mining practioeving forward
(Miranda Chambers & Couman£005)”® Additionally, Tiffany set an important precedent
for other jewellers to follow by being the first to sign thelden Rules

As mentioned previouslyTiffany was one of thel4 founding members of the RJC
and has been an activedamstrumental member of the organisation since its inception in
2005. This organisation encourages ethical business throughout the industry by certifying
members within the jewellery supply chain against its internally developed criteria. As a
member of he RJIC,Tiffanyis monitaed for compliance against iBrinciples and Code of
Practices

We have seen that the company also supports IRMA, whose membership comprises
many of the same members of the RJC, but goes beyond industry players to include NGOs,
labour groupsand communi ties i mpacted by mam,i ng.

therefore, increased input legitimatyshould allow the organisation to define best practices

& http://www.frameworkforresponsibleminig.org/pubs/Framework_20051018.pdf
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in the mining industry and its goals include certifying individual mines. él@w this wider
representation has meant that the initiative remains in the planning stages and is not officially
up and running to date, which obviously degrades the output legitimacy of the initiative.

Progress on all the initiatives thdtffany engage with is possible through its
partnerships with various NGOs, which incluBtarthworksand Oxfam with their NDG
campaign andSeaWep a marine conservation tNGOWe awidt h
campaign (Tiffany, 2012 Additionally, theTiffany Foundationprovided financial support to
a feasibility study for fair tradediamonds and gold in cooperation with FLO and ARM
(Madison Dialogue, 2007).

The companyalso collaboratewith numerous governmental and nongovernmental
organisations by participiag in and lending public support to their programs. For example,
they participate in th€arbon Disclosure Project t h e Clih&e\L@aderprogram and
the US Coral Reef Conservation Aetlong with Appendix Il of theConvention on
International Traden Endangered Speci€€ITES) to end trade in coral.

Participation in institutiorbuilding offers numerous benefits for the company. While
their active participation may grant the company another dimension of product differentiation
by brandingthemasanx cepti onal ly conscientious compan
greatest benefit. Significantlyjiffanyd s engage ment permits them &
which to voice their needs and concerns with any of the proposed elements of the initiative. It
al so brings environment al groups into their
process of operationalizing standards. Such benefits allow the company to control the
narrative and, in this way, they-establish their structural power withiinese industrnpased

regimes.

MeKAE LI NIAOdZE F NI AYAGALFGAGS A& adGAaft Ay AdGa RNIFOG adl
website:http://communitymining.org/index.php/en/standarezero
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By utilising the arsenal of instrumental power available to the firm, internal
institutional entreprenesrhave altered the political landscape, not only securing the mo s
positionin the market by reducing iesxposure toisk, but also expanding the opportunities
for future political action on these issues awthers. By creating systems internal and
external to the firm, they have lowered the relative cost of compliance with future issues that
may arise from within theirupply chain. By mainstreaming CSR norms throughout the
company and their supply chain, they further embed these norms within the corporate culture
of the company. By creating and strengthening their CSR department, they further raise the
profile of socialand environment al concerns within the
operating procedures to deal with them. Although such opportunities could always contract,
this suggests that continued activist pressure, even in different issue areas, offers a
meclanism by which to expand opportunities fostitutional entreprenesrand ratchetip

the proactive political engagement of the private sector.

CONCLUSION

Specialty jewellers have created an industy, secongparty certification initiative in
response to the political issues they face throughout their supply chains. For these jewellers, it
is predominantly about risk mitigatiofihey have organiseiddividually andcollectively in

an attempt to control the narrative and the-atate institutiorbuilding process. By leading

the push for industry certification, lead firms and industry groups ensure that their individual
reputations along with the shared uggdion of the jewellery industry is upheld, that all
specialty jewellers are subject to the same standards and related costs, that there is ample
guantities of O0responsibled gold avaiedabl e,

pressure, tht they maintain control over the processes of agsattang and rulemaking,
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and that they are not inadvertently contributing to socially or environmentally irresponsible
practices.

There is a clear pattern amongst the specialty jewellers in theirgmdlgs to sign on
to theGolden Rulesind the RJC campaign. However, by the same token, we need to ask why
Tiffany has pushed so hard while many of the others were slower to respond and less deeply
engaged. Lead firms set the pace and standard for thpectee categories and there is
much to learn from these policy leader#fany, for example, became deeply engaged with
the RJC as a founding member of this seepady certification while remaining involved in
the development of IRMA. Additionally, tgehave been a vocaldvocate for reform of the
KPCS a stance they can maintain as they source the majority of their diamonds from easily
traced,f roecedd flldacdati ons.

Tiffany had strong leadership that cared about the issues and was in a position to
implement the directives. The company halken a very proactive route to engaging with
these issues, seemingly because of the intensity of the potential risks to its business model as
well as the environmental ethos espoused by a leader with deep ieflwetiin the
organi sation. The crisis seemed to have occ
Tiffanyhas simply extended-nouse processes that were already in place.

The response ofTiffany demonstrates the complex causality involved in the
interpretation of social phenomena. The application of the 10S model seeks to aid in a
dynamic understanding of the interaction between cooperation and compromise, structure and
agency, and economic amgtitutional dimensionsTiffany clearly has a commét leader in
Michael Kowalski who has the power within the organisation to push the company to respond
in ways that align with his assessment of the situation. He not only holds positions within the
company that allow for him to push chosen policies thnpumt serves a company that,

because of their intangible value, requires the CEO and Board of Directors to place reputation
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management at the forefront of their managerial remit. In a similar vein, it is a rational
strategy, in a market sense, to advodatestrict regulations of mining as the company would
benefit from an elevated reputation of the jewellery industry as a whole, would enjoy a wider
array of options for sourcing, and would force the rest of the industry to pay the slight
premium involvedin ethical sourcing instead of reaping the benefits of lower prices from
utilising lower standards. In this way, the company levels the playing field, albeit on a higher
level

Through the company | eader shi pos ef fort s
institutionallandscapgeTiffany realigns its practices and interests with the prevailing market
forces postampaign. The findings suggest that through the collaboration and contestation
betweenndustry and civil society actorhe opportunities for corporate political engagement

with future issues have expanded.
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CHAPTER & DIVERSIFIED JEWELLERS

INTRODUCTION

The diversified jeweller category includes thegkst retailers of gold jewelletyy value sold
annuallyand, as a group, their share of the market is grav8imgce the 2008 financial crisis

and the concomitant dip in luxury saleseite has been a movement toweodsolidation in

the industry andhe diversified jewellers, who tend to sell productshvatower price point

have been the main beneficiaries of thikangein the market(Industry analyst, personal
communication, November 22, 201JAs with the previous cases, the chapter begins by
revisiting theexpectation®f the IOS model fothe responsef diversified jewellers to civil
society contestation over the politics of golde find somevariationin responses amongst

the divesified jewellers; bwever, once again there is a clear pattbat seems to confirm

the basic expectations of the madehe chapter then focuses @valMart as the, perhaps
unlikely, leader in the diversified category and the analgsiplores the emergence,
development, and impaoft he f i r md slt beging &ithachistery df the company

and the critical role itsnitial engagement with activist groups played leading up to its
position regarding the politics of goldt applies the 10S framework to examine the response
from the opportunities perspective, whileal uat: i
collecting empirical data that can be used to help make the model itself more fdirist
final sectionexamines the ways in which internal actors were able to mobilise firm resources
to create institutions and, ultimately, expand the opportunity windowutoire political

engagement.
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IOS PROFIE AND EXPECTATIONS FOR DIVERSIFIHBEWELLERS

Economiadimensions Institutional dimensions

Exposure to risk Corporate culture

Level of branding Low CSR artefactsMixed

Reliance on produag Low CSR espousdxtliefs¢ Mixed

Cost of compliance Leadership structure

Complexity of suply ¢ High Ownership structure; Public

Price sensitivity of consumegsHigh Position ofinstitutional entrepreneus ¢ Mixed

Tablel2: 10S profile fodiversified jewellers

Diversified jewellers should not be expected to actively respond to civil society contestation.
They have a low exposure to risk and a low reliance on jewellery as part of their overall
market strategy; therefore, any latenstitutional entreprenesrwithin these firms should

have a difficult time mobilising firm resources for engaging in the politics of gold.
Furthermore, the high complexity of their supply chains and the high price sensitivity of their
customers mean that complginvith the demands of civil society activists would be much
more costlyfor the firm than specialty or ethicgwellers. These companies tend to be
publicly traded as well, so mangers would need to justify these expenditures to a Board of
Directors overseing resource use. Overall, we should not expect diversified jewellers to be
very deeplyengaged in the politics of goidwith any observed variation most likely due to

the variation expected along the institutional dimension of the model.

EXPECTATIONLOW LEVEL OF ENGAGEMENT AND WEAK COMMITMENTS
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No Dirty Gold Secondparty Third-party
(NDG) (RJC) (FT/FM)
Argos (UK) U V U
Amazon U U U
Costco U (V July 201X not yet certified) U
HSC U ) U
JC Penny \/ V )
al 0@ Qa U U U
QvC \% U U
Sears (anmart) V U U
Target V U U
Wal-Mart \V U U

Tablel13: Profile of nonstate initiatives fordiversified jewellers

Theresults conform to our expectations for the most part as none have opted for the robust,
third-party certification, only two of the largest US diversified jewellers have opted for the
industryled certification, and it is a mixed bag as far as signingaiblelen RulesHowever,
thereis more diversity in responses evident in this group and not every case meets the
expectations of the modellC Pennyand Cosco were initially slow to respond to the
campaign but, after continued hounding by the NDG activi&Es,Pennyhas signed the
Golden Rulesand both have opted for RJC membership. While this may appear proactive,
their engagement with the issues has largelgmed thereThe most intriguing case \Wal

Mart as, despite the low exposure to riske firm has been very engaged in the politics
surrounding their gold jewellery. After a rather slow start, the company has attended a
number of significant stakeholdeneetings, fundediarious initiatives and, perhaps most
surprisingdy, launched their own line of ethicgwellery. As an outlier in the group, by
showing significantpolitical engagementlespite an apparent lack of exposure to, ribke

focus for the irdepth study will fall onwalMart, by far the leader from the diversified
category.Contrast this with the case dfa c yThis is a company that does have a well
branded reputation, albeit, not as far as branding its jewellery goes. But this is also a

conmpany that, to date, has not engaged at all with the politics of gold and has even refused to
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sign theGolden RulesM a ¢ ygénerally enjoys higher margins théral-Mart, so it appears

to once again come down to differences in corporate culture and lepdesghe difference
betveen engagement and resistance. We will now turn to the cadatdflart, the largest
gold jewellery retailer in the worlgnd attempt to explain why the company has engaged in
an issue area against the expectations of rilasuyd seemingly against the expectations of

the 10S model®

COMPANY PROFILE WAL-MART

WalMart is the largest retailer in the world, operating in three business segMé&xitstart
US, Sambébs Club and the i n20ed ma.Additomaly, Wat e g me n t
Mart has a fourth, nowoperating segment generating revenues from financial services, rent
from tenantsand Samdés Cl ub Waleviarb reerchandisp coffisiste sf .both
branded and private labels in a wide array of product catsgmeluding apparel, groceries,
electronics, entertainment, home furnishirgsd healthand wellness (Datamonito2009,
p.6) . They are far and away the worl dés | ar
8600 stores under 56 differerames in b countries and USB43.2billion in sales for 202
(Wal-Mart Annual Report2012.
WalMart operates three different formats of retail space in the &Glgercentets
discount storesand neighbourhood markétsn descending order of average size. There are
2612 Gsupercentes 891 discount store$ 0 2 Samé s &t U5 negghbourheos |,
markets in the US, in addition to online retailing through its webgta:Mart owns 106

distribution centres 26 Sambés Cl ub agdweb asrutilizing 15 tloirgartyc e nt r e

distributorsi and this is just to service the US mari@atamonitor, 2008, p.6).

®Seethe?WS 6 St NB b S availbble atG\faldértstgrés Sonli Q
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Company history

The company©6s hi sumnkers yndicaténatits coreldusimess ynodel gs based
on volume anccontinuousexpansionWalMart was established in 1969 and went public
almost immediatelygettinglisted on the New York Stock Exchange in 1972. In the 1980s,
Wal-Mart diversified into grocery and warehouse fotmaithS a mo s op€ning in 1983
based on the concept initiated Iostc®@ s a n c e Briceo Compartydi €alifornia
(Datamonitoy 2009, p. 8). The 1990s saw rapid expansion \W&kMart purchased
wholesale distributors in the US and retail chains magonally, includingWoolco in
CanadaWertkaufand Intersparin Germany,Lojas Americanasn Brazil andASDAIn the
UK while establishing joint ventures withifra in Mexico (Datamonitgr2009%, p.8). There
was further expansion through 2005 as the company bought a large s&guim Japan,
boughtSupermercados Amiga Puerto Rico andBomprecoin Brazil outright, and opened
107 new international stores including two in Brazil, 22 in Canadht & China, two in
Germany, three in South Korea, 59 in Mexico, two in Puerto ,Riod nine in the UK
(Datamonitoy 2009, p. 8). In the last five yeard)alMart has boughtwholly or partially,

hundreds more stores in China, Brazil, tH& and Chile(Datamonitor, 2008, p.9).

Where jewellery fits into the business model

Despite being the number one jelsgy retailer with sales of USR.9 billion in 2008(State

of the Majors 2009),a quick calculation shows that jewellery accountssfgnificantlyless

than 1% of WakMa rsttdtal revenue. Jewellery has historically seemed almost an
afterthought to the company with display cases nestled inconspicuously amongst a maze of
aisles filled with thousands of apparel items. The company doeactigely publicize its
jewellery product lines, perhaps because the economic downturn has taken a bite out of

jewellery sales, as it has to all categories of discretionary items.
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There is some indication th#¢al-Mart may be anticipating economic opporityrin
the jewellery market, however, as it has been reported that the company is actively moving its
jewellery displays to more prominent locations at the front of its stores, improving the
training of its jewellery sales people in their retail locatioasgd recently moving its
jewellery operations from Bentonville to New York (Gr&009)’®

Regardless of these changes and despite being the largest retailer of jewellery by
sales,WalMart limits itself to the retail node of the supply chain, mostly sgllipopular

brands of fashion jewellery as opposed to engagement pieces.

HISTORY OF INTERACTION WITH CIVIL SOCIETY FROM CRISIS TO
RESPONSE

Crisisi Labour, Katrina, Environment
So withBrilliant Earth, the market for ethical jewellery was really opemed t h t he &6 con
di amondsé controversy and the company step
expanding the market through its advocacy and sogiaf ethical gems and metalEffanyd s
business case is based on risk management. They were céugharad with the conflict
diamonds controversy, but responded by playing to their strengths. By the time gold came
along as a concern, they were prepared for it.

In the case ofWalMart, the company was facing increasing scrutiny from the late
1990s froma diverse range of civil society groups, coalescing in a fprotged attack on
the company over a diverse array of issues. The company that had become the poster child
for the evils of corporate America brought much of this on itself by ignoring tberassues
that were at the core of these attacks. As the company grew, so did the allegations against it

and coalitions opposing the expansiorVdl-Mart emerged and deependdh e company 0

"® However, rumour has it that these offices are now being moved back to Bentonville.
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history with these issues is key to understanding its responte tpolitics of gold. The
allegationsfall into three broad categories of discontent: labour issues, local economy and

sprawl.

Labour

Labour issues have always been the foremost concern of civil society groups targeting the
firm, including allegationshat the company pays their workers exceedingly low wages,
employs a disproportionate number of garte workers to avoid paying benefits, outsources
jobs by sourcing an increasing proportion of goods from overaedsengages in systematic
gender discrinmation.

The accusation is thav/al-Mart pays lower wages than comparable businesses. This
charge is disputed by the company and its supporters. Because definitive evidence is lacking
and often biased, it is difficult to pass judgement on this issue isteaightforward way’
Another charge levelled at the company is that they employ a disproportionate humber of
parttime workers to avoid paying them the benefits legislated fottifat employee® The
effect is a transfer of responsibility from the canp to the statasthe low income workers
are then entitled tbenefits paid for by taxpayer$hrough leaked company documents, the
news received international attentioBréenhouse & Barbar®005. Unions have rallied
against the company for o6outsourcing jobsad,
from overseas suppliers, notably ChivdalMart is gutting the American manufacturing
sector(Jamieson2012. And the final labour allegatn is thatWalMart has systematically
discriminated against women at every leirethe companyconsistently paying them less

money and promoting them less often than their male counteguadtshe result was the

" see, for example, Global Insight, 20@% a company sponsored study and go to walmartwatch.com for the
watchdog group tracking a comprehsive collection of issues associated with the company.
"®Fora quick view, sdatp://walmartwatch.com/wp-content/blogs.dir/2/files/pdf/2006_02_20_ WM_HC.pdf
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largest gender discrimination law suit history (Heal 2008; Sage &Stempel, 2010;

Goudreau2010)”°

Local Economy
An additional concern is centred on thecsa | | eMabWa Ef f ect 6, the nar
economic repercussions of the introduction oWWalMart store into a local economy
(Fishman 2006).WalMart6 s abi |l ity to bring down coensume:l
documented (BaskeP005). The company achieves this by using its purchasing power to
squeeze the profit margins of suppliers by rewaydhem with large contracts (Javorak
al.,, 2006). Their sometimes ruthless bargaining tactics are-deelimented through
interviews with former, albeit disgruntled, suppliers (Fishm2003). Through logistics,
scale, and strateg¥alMart has broughtiown consumer prices and changdlee face of the
retail sector.

While the effects on local economies are complex and contested, these lower prices
have certainly caused many smalhd mediunrsized local businesses to close shop through
their inability tocompete with the market power @falMart. The result has been increasing
opposition from local business people to the introduction of big box retailers into their

communities.

Sprawl

Environmental concerns entered the fray with suburban sprawl gartieeimgost attention.

The idea is thatValMart superstores, distribution centresd parking lots take up hundreds

of thousands of acres of land, often previously zoned for agricultural use or productive

wetlands. With thousands of the largest stores slogppers will ever step into, dozens of

" The lawsuit was recently blocked in the US Supreme Court as the court ridéa-an | NIav@u,
effectively defeating the claim (Washington Pd11; Goudreau, 2011).
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distribution centres in which one could fit dozens of stoee®l expansive networks of
parking lots and feeder road&/al-Mart is indeed a major landowner. Add to this the roads
and traffic created for shoppers teach their discount destination and the comseof
environmentalists beconwéear.

The company certainly disputes many of these allegations and it is beyond the scope
of this study to evaluate these claims in any great detail. The point W#kddart has been
under fire from a number of societal actors on a number of issues and this hagterced
historically recalcitrant company to change its policies and practices.

We have seen that foriffany, the crisis mo me n t occurr
di amonds 6 c oWNakMarg this arissyoccurredirn the early twestsst century as
they continued to face persistent criticism and lawsuits, mostly over the workébated
issues. In additiono the equal employment lawsuit mentioned above, the company also
faced a number of shareholder resolutionsaken on the aforementioned labour, equal
employmentand environmental issues. While one such case resul#@lMart changing
its policy on employment discrimination based on sexual orientation (V2@@h,p. 64), the
deepercrisis did not occur untiwaltMart6 s busi ness model for gr c
directly.

The company was facing increasing resistance to itsnsigrainto urban areas (Mui
2007; Heal 2008). Having conquered tlwempetition in the race to sap shop in smaller,
rural communitiesWalMart now needed to focus its expansion on urban areas as well as
overseas. lIts efforts, however, were incredgirigcing resistance from local community
groups and city councillors. The compasycountered staunch opposition to opening stores
in Los Angeles, Chicago, New Yqarand Washington DC in the United States (H2a08,p.

131). In Canada, Guelph, Ontariatpup an unexpectedly strong front while Vancouver has
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turned down multiple attempts ByalMart to enter the markéf. As Geoffrey Heal has
noted, many jurisdictions were passing urban planning bylaws that appeared to be tailored for
the sole purpose of kpingWatMartand ot her O6big boxé retailer
limits on the number of employees, square foqtagel product diversification a business
may boast (Heal2008, p. 130). The opposition was based precisely on the grievances laid
out atthe beginning of this section, citing concerns over labour issues, local business
competitivenessand suburban sprawl.

This constituted a threat to wehageseemmpany?o
based on expansion. If we look\&alMartd s flnangials the growth rate of the company
has been phenomenal. Gsagvenues grew from about USBO0 billion in 2005 to about
USD 400 billion in 2009%nd to over USDBI40 billion in 2012 Profits margins have remained
stable around a very modest 3.5%aiifything shrinkig slightly over the same periddee
appendix B).The extraordinary growth, therefore, is based on aggressive expansion of the
company into new regions and markets. Thus, any threat to this expansion is a serious threat
indeed. There was clearly a business case fwaging with societal demands ard
pragmatic response was requirdebr reasons we will explore later in the chapter, the
company chose to champion sustainability.

WatMartb s ef forts to i ncor pits buainess medeldatl iato na b i |
two broad categories, namely, improvitige eceefficiencyof its operationgandcooperang
with external group$rom the public and private bpres We will look at theseapproaches
briefly as they will help us understand the ways in which the laer mobilised around the

issues of gold.

8 For a firsthand account of the reasoning given for opposing-¥alt from a Guelph activist, see
http://www.bbc.guelph.org/goliath/folios.PDF
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Eco-efficiency in stores and along supply chains
Eco-efficiency initiatives are what are commonly referred to in the business literature as
Owiwm né solutions to environment al probl ems.
wasteful processes and outdated technologies and replacing them with ireovat
management solutions and cuttiegge technologies. When managers increase the ecological
efficiency of their business practices they also save on operating costs, thereby becoming
mo r e dagdmere codpetitive (see, for example, Porter & van dedé, 1995a, 1995b;
Porter & Kramer, 2002, 2006). Examplé®m WalMart include fitting doors on the
refrigerated food aisles reducing the energy required to keep the food cool by 70% and using
motion detectors for cabinet lights in 24 hour stores, wbithhe time they were on by half
(Esty & Winston, 2006, p. 109).

The company isalso pushing foincreased efficiency along itsupply chains, for
examplethroughitsp | an t o r e dglolalecarkdom feotpfint by @nsillion metric
tons, or 150 pecent of their estimated global carbon footprint growth over the next five
years, achieving most of this by asking its approximately 100,000 suppliers to create better

products, incorporating sustainability goals into the standing order to make procdkags ch

Cooperating with external actors
Injecting sustainability goals and values into the corporate culture of the firm has paid
immediate dividends in terms of opening up space for innovation and cooperation while
improving relations with external actoreany of whom used to be ardent critics.

The company is working with the public sector, including signing a memorandum of
understanding in 2008 with the Chinese government to raise environmental fardbesr

suppliers in ChinédDauvergne &Lister, 2010, p. 158). They entered into agreements with the
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South Canlina Department of Agricultureo promote locally grown produce (Datamonitor,
2009b, p. 10).

NGOs also seem to be buying in. 6By <chall
beleve thatwalMartc an create a race to the top for
Ruta of theEnvironmental Defence FUn@EDF) in a recent media interview (Associated
Press, 2006a, 2006b). In fadEDF has recently opened up a project office in Bentento
be <cl oser to the company. OWe think their
sustainability and the environment, 6 said E
6Bei ng geogr aWdkNad will ihcrease theonsmeber bf @pporitias to advise
them on environment al i ssuesd (Associated Pr

The Worldwide Fund for Naturd WWF) is working withWakMart 6 p hasi ng ou
illegal and unwanted wood sources from its supply chain and increasing the proportion of
wood sourced r om credi bly <certi fi edWakl @008 WeF,f or U
2008). Conservation Internationg|Cl) has become a partnen many initiatives, including
jewellery, andthe companyhired formerSierra Clubpresident Adam Werbach to launch a
sugainability initiative aimed at employees. In faédakMartd s ent husi asm and &
altered thinking about the company so much that one prominent activist NGO has apparently
decided to not campaign against the company as they no longer make ctivatteaget
(Bendell & Cohen, 2006).

Much of this support stemming from civil society is because NGOs like EDF see the
potentially positive environmental impaatal-Mart could have through its influence over its
suppliers. OWedve c cexperiende othat byeul iealyw ean trdateo u g h
environment al progress by | everaging corpor

corporate purchasing power thdfatMart? 6, as ks Ruta (Associated
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RESPONSEOFWAL! 24 4/ O0$)249 '/, $

As discussed in relation to the targeting of hegld, specialty jewellers, the NDG
campaigners were not confident that they could actually muster any real impact on consumer
behaviour over i s s ué&Vhilethaactivistsuhaddsone gidsdbduttheg y g ol
mid- to highend jewellery customerfhey were nott all confident that they would be able
to gather a critical mass &WalMart customers to begin asking the retail giant about its
sourcing. Therefore, the campaign only ever targdédMart half-heartedly. They had
limited resources and did not want to risk losing any credibility, and thus the threat, by hitting
companies that they did not think would budgghout achievingany bottomline impact
(NDG, personal communication, Septembeyr 2010.

Additionally, the campaign started with a very small niche set of groups with
Earthworkstaking the reins initiallyEarthworkswas itself just a small organisation and this
is why they were adamant about gett@gfamon-board; they needed to getbig NGOd®f
notedandOxfamhad the brand equitiNDG, personal communicatip®september 20, 20).0
Even once they haOxfandb s name behind them, they still f
needed t o NDG, pdarsonal canendnicatigiseptembel0, 2010. The idea was to
concentrate on the higgdnd jewellery specialists and hopefully get one or two gold
companies o#boardi or better yet a diversified mining company so they could transfer the
impact to other metals as wéland then the entreimni ng sector . THdey di d
get, or really even negwvalMart on-board

So the NDG campaign againgfalMart consisted of sending regular letters and
public shaming to the extent of including t
own site, sites of other networked environmental groapd any media source that would

publish the information.
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For years NDG continued to send letters calling WalMart to endorse their
campaign and adhere to its principles. The group never gopanses except one, from the
communications department (Shehal.,2008). This washardly surprisingat the timegiven
the companyds history on other issues.

The NDG campaigners were not alone in seé&Waj-Mart as just too big to target
effectively. At he time, nobody really had a strategy to @é&ilMart to the table using
consumer pressure or public pressure more generally. They were seen as just too big, and
despite their enormous jewellery sales, it was still seen by the campaigners to not be a
propa ti onally | arge enough part of tINBG compar
personal communicatioiseptember 20, 2010

However, the moderate campaign pressure from NDG coincided with the intense
pressuréNalMart was faeng on labour initiativesLee Scott, the CEO diValmart at the
time, had arepiphany that they could use their puréhggpower to do good and/alMart
launchel its sustainability initiative, creating 15 sustainability netwarkend jewellery was
one of thenf' Each network had tinternally set up a goal for achieving sustainability
results. This all hatittle if anythingto do with the NDG campaign, which continued to send
letters and continued to receive no response. Until, all of a sudden, the phone rang.

The NDG campaign raa full page ad in thé&lew York Timedisting leaders and
laggardsi andWalMartwas on t he 6compan’ Ansostimmedipteln g b e h
they received a call from Bentonville asking them to come down to have a conversation as
the company wanted othe list. And so the campaigners went to Bentonville and began

working with WalMart.

8 More on Scott and the awakenimWatMartQa S RSNB KAL) 6KSYy 4S8 | LILIX & GKS L
chapter.
#2710 see the advertisement, go hdtp://www.nodirtygold.org/pubs/LeadersLaggards_lores.ptif see the

accompanying letter to the companies, gohtip://www.nodirtygold.org/laggad_Itr.cfm.
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So what madé&valMartr espond after all these years?
never had the sustainabil ity i nondaofthaeND& e, t h
campaign leadeyfswh et her somebody could haveNRGtten t
persol communicationSeptember 20, 2010The activistdelt that the campaign was just
too small and lacked the necessary leverage. What tWadlart was the pessure it was
facing on | abour i ssues. ol am convinced th
going on, we would not have gotten the phone tall t woul dndt NDRGye hap)]|
personal communicatioiseptember 20, 2010

The immediate result of this collaboration was tW4lMart publically joined the
NDG campaign by signing on to ti@&olden Rulesn 2007. Soon after signing, the company
partneredvi t h CI and | aunched the OLove,legtartho
Each piece of jewellery comes with a batch number that allows the customer to go online,
enter the number, and trace the item all the way back to the mine where it originated. The line
is comprised of 10 karat gold and sterling silver item@/atMart while S a mo6 s ca@iésu b
14 karat gold and sterling silvéra | | of which have d6earthyo6 th
60t r ee Shihet &l.RG0&. All tHe materials are responsibly sourdeds defined by the
companyi from Rio TintoandNewmomnmines Adler, 2008 Smith & Crawford, 201p The
plan was to add a collection of ethically sourced diamonds and to have 10% of all jewellery it
sells coming from a traceable source by 2040l€r, 2008 Wal-Mart, n.d). Eventually, the
company claims all of its jewellery will meet these stand&8tén(et al., 2008

The o6Love, E a pdpuiad with consemelts armbntrbversiah within the
NGO community DG, personal communicatiprSeptember 20, 201.0The melia has
picked up on both the praise and caution expresgedious groups, including ND&.The

charge is thaWalMart is overs el | i ng the Oresponsi bl ed nat

8 Seethe NDG official statement at http://www.nodirtygold.org/loveearth.cfm and ckebe pressroom for
media coverage.
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inflating the attributes of their sourcing when there has beenenathagreed definition of
what constitutes responsible mining nor thpalty verification that the company e&ven
meeting its own standar8s.

In response, th&vatMart s pokesper sonds statWalMartos at t
objective is to have a loAgrm fundamental and positive influence on the jewellery supply
chain by selling jewellery that is made from precious metals and gems that are produced
following WakMart6 s suppl i er standards and the Jewel
environmentaland oci al s ou Martin2g0§.cr i t eri aodo (

The criteriaWalMart came up with are closely aligned with current best practices in
the industry and, with the help of Assheton Cdiriem CI, were based on h e  N@&»@ens
Rulespledge (Smith & Crawford, 2012 Much of the criticism is based on how it was
decided uponWatMart needed something to base their oI
jewellery on and they needed this within a business climate of needing things uiy&ay (
personal communicatiobepember 20, 2010 According to campaigners, the sites 4t
Mart sources from are relatively good, but still have issbd3Q3, personal communication,
September 19, 2010WalMart needed something quick and, the fact is, all mining sites have
issues. flthere are no agreed upon criteria by which to judge good sites from bad ones, then
there are going to be disput®¥ith the lack of agreed upon criteria in plagéal-Mart and a
number of environmental groups, includimgput from NDG representatives, ogromised
over issues and hashed out the sourcing crit¥abMart would incorporate into its new line
of jewellery.

Il n addition t o iWalsMartophrticippates inlEMA; &lthodgh Ini n e,
practice this amounts tsomefinancial support and nactively taking a seat at the table

(NDG, personal communication, September 19, 2010

#cl, personal communication, September 18, 2010; NDG, personal communication, September 20, 2010; NDG
campaign leader, peomial communication, September 19, 2010
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Additionally, the company has begun distancing itself from NDG campaigners since
the organization recently released ®&théreport
goals of the campaign that included wkél-Mart considers to be factual inaccuraci€s, (
personal communication, September 18, 200 will now return to the IOS model and see

if it can shed more Iight on the companyds r

IOS MODEILAPPLIED TO THE DIVERSIFIED FIRMWAL-MART

ECONOMIC DIMENSIOS8I

Exposure to risk
While we have seen that a significant proportiorBaf i | | i a artdTiflargd st hvoal ue i
intangible, the same is not true fdfalMart. As mentioned\WalMart is noticeably absent
from Businessweekdos Top 10 @erh&pb sulpasing f@rthands &
worl dos | argest retailer and the onsm retai
company value rankinds

There are three fairly intuitive and very connected reasons for this:\Watylart is
a pure retailer. I't does not design or manul
made by small, local contractors in the region in which they areagtaild then sold at a
di scount for their |l ack of brand val ue. Th
preference fokWakMart goods, but on consumer preference for cheaper goods. S&¢ahd,
Martb s value is in the inf s madelrwhichtfacittaes thender |
delivery of cheaper goods than its competitors. With 8600 enormous retail locations

worldwide, hundreds of colossal distribution centres, thousandsggftrucks and the most

% See Bloomberg Businessweek (2010) for top brands. See FTGlobal500 (2012), CNN (2010), and Forbes (2010)
for global company value rankings.
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advanced private distribution network in the ldorwalMartd s i nfrastructur e
tangible value. Third, and connected to its business model and logistic dominawd, is
Martd s ma r k eNMalMartohasetine.power to set the prices at which it will purchase
goods from suppliers and then pass lo# $avings to consumers. It is economy of scale and
purchasing power together that add¥atMartd s | mmense, tangi bl e val
Wal-Mart is extremely diversified in its product and service offerings. They sell more
than 9000 lines of merchandise, representing every merchandise category
(Walmartstores.com). The implication is thaalMart is not heavily invested or dependent
on any one prduct category, including gold jewellery. The fact that they do not rely heavily
on any single product category increases their market power and decreases their risk.
In fact, WalMart is very adept at mobilizing its buying power in the supply chains it
dominatesas well adransferring risk upstream (Dauvergfelister, 2010). A good example
of this risk transfer is the way in whidWaFMart transfers ownership of products between
themselves and their key partners up and down the supply chain, namelguppdiers and
their customersWalMart not only, allegedly,calls its suppliers collect and bargains
intensely for favourable terms, they have arrangements with many of their suppliers by which
WaktMartb s | e g al possessi on obarcoge iggscamred attiéali ni t 1 a
Mart checkout (Hela 2008, p.115). Amazingly, this means thatakFM a r bbédgstion to pay
the supplier is only activated once they have already sold the good to the final customer and
taken possession of the wholesale cplsts additional markup. While this does not
necessarily affect its exposure and dependence on gold as a product category, it demonstrates
both the power ofWalMart over its suppliers and gives an indication of the ease with which
it could shed a produdhle or even product category if it proved to be a security risk.
Importantly, no diversified jeweller, including/alMart, has actually dropped gold

jewellery due to the threat posed by political controversy. Howelledjversified jewellers
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were slow to respond and have been reluctant to support industty initiatives as the
political and reputational t hreat of t he

business interests.

Cost of compliance
WalMart could not initially be so confident about its exposure to these issues through its
supply chains. This is not to sugg®¢al-Mart lacks knowledge of its supply chains. In fact,
supply chain management and logistoicnstitutethe major strengths of the ropany and
from where they draw much of their competitive advantayalMart has managed its
exceedingly complex chains by pioneering the movement to bar code scanners, utilizing real
time links with suppliers so they can replenish stocks without comntingoaith WakMart
managementand using thdargest computer in the U8utside the Pentagao link their
supplier networkHeal, 2008, p115). They move millions of products daily along one of the
largest private distribution systems in the world, cating about 200 million customers per
week with the goods of an estimated 100,000 suppliers (Walmartstores.com). They do this
using 40 regional distribution centres, averaging one million square feet each, operating
twenty-four hours a day and seven dayseek to fill the trailers of 7,000 1-8vheel transport
trucks (Walmartstores.com). However, despite these logistical marvels, knowing the
environmental footprint and social impact of all of its products was never part of its remit.
They have been learniram the fly.

When the i ssue oWakMad wastingno gosiliod to vesify idss e ,
supplies. As with most of its products, they did not factor the environmental and social
impacts of gold into sourcing decisions. Their core area of concern was retail and their core

metric was price.
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When Lee Scott decidethatWalMart would not be caught ofjuard again, as they
appeared to have been with the fallout from the labour issues, he wanted to know what the
next big thing coming down the pipe would be. They held discussionsGkith moderate
environmental NGQOwith whom they share a board member, and discussed what types of
challenges they may face on this front and how they might counteract any future threats that
might emanate from thent€(, personal communication, September 18, 2010

The initial concern oWalMart was the potential backlash they may face from the
effect of WakMart stores on small businessieshe corporate giant undercutting prices and
driving the O6Ma and Pab oQ, gersonakadmmurecatian, | er s
September 18, 20). The people at Cl disagreed. They felt t&-Mart was most exposed
through its complex global supply chains and their potential for negative social and
environmental impacté and, of course, the negative attention this could potentially bring to
the company CI, personal communication, September 18, 20T@e result was thatal
Mart began working with Cl on mapping their supply chains in terms of exposing the
potential for risks.

Cl was not the only large environmental organization working Wv-Mart on
supply chain issues. As mentioned earlier, EDF, one of the largest environmental NGOs in
the US, was also eboardi and also has a board connectioMtal-Mart. EDF worked with
the company to help devel op wsasds$ afisuppaligers, | i t vy
including the estimated 30,000 in ChifizDF, 2010).

The customers for diversified jewellers tend to be more sensitive ¢mgprihan
consumers within the ethicaind specialty jewellery marketg§valMart tends to compete
with other large discount retailers. As sué¥atMart6 s maj or competi tors i
Target SafewaySears, J.C. Penney, Kroger, Tesco, Carrefour, Metro, Costco, Amazon.com

and CVS Caremarki only some of which sell a signifinh amount of gold jewellery
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(Datamonitor 200D, p. 21). As with most of their product lines, those in competition for
consumers of gold jewellery compete largely on price.

The significance of this for the study is that these firms operate at very highesl
with very small profit margins/Val-Mart manages to be successful through sheer volume and
manages continuous growth through expansion. Their unparalleled market power allows
them to impose their will up the supply chain, squeezing their supplietisefdyest price and
passing on these savings to their price conscious clientele. These tight margins leave very
little room for absorbing additional overhead costs and even less opportunity fshadsg
with enduse customers. If the price of compaeajadwellery rises to a level above that of its
discount competitorsywvalFMart can expect to lose that business. This is not to say the
worl dos | argest retailer could not afford t
but it demonstrates thatcorporating avoidable costs into the price of a product runs counter
toWakMa r bu8Sisess model.

The fact thatTarget Sears JC Penny Ma anyd®&mazon who all sell large
guantities of gold jewellery under comparable business models, have responded much more
passively to the issue of O6di WatMartgo | dés pamgg e
was not enough to account for the engagement. Fonmgplete understanding, the analysis
must consider additional elements, namely, the emerging culture of sustainability within the

company and its leadsrip.

INSTITUTIONAL DIMENSIONS

Corporate culture
As with the previous cases, the corporate culture of diversified jewellers will play a

significant role in how they respond to the social and environmental issues brought to them. It
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is in large part a reflection of the customer base and marketing stm@itegg firm, but
treating corporate culture as an indicator in its avwght requires an examination dfie
artefacts and espoused beliefs of the company or, in other words, what they do and what they
say.

WalMartr epr esent s O mi dd lueto AsrA&kansas @dis. | goddss t a y
are not only attainable, but its ethos stems from bringing the prices of goods down so people
can afford more of them. Naturally, this leads to wdifferent strategies than the ethical
specialist jewellers when imgrnenting environmental and social directives. Bangple,
while the customers of ethicak specialist labels are buying the brand and everything it
representsyWalMart customers are shopping for price. MgalMart, taking a vocal stance
against projest with potentially destructive environmental consequences is obviously a much
trickier issue than it is foBrilliant Earth, but it also would appear to be much easier for
Tiffany. WhileT i f f @stomérs may care about these issues and applauld f @ositiprd s
on them,WakMa r tudtemers may not feel so strongly about them. ManywakMa r t 6 s
customers work in heavy industry themselves or know people that do. Not only are they, on
average, probably less likely to applaud a vocal stance in oppasitsoproject that could be
construed as a stance against heavy industry, they may actually be strongly agadabst it.

Mart tailors the products each store carries to the local population it serves and so in places
like Alaska and Nevada, theguip minerswith much of the personal gear that they need in
their work. It would certainly be a tricky issue to publically back any initiative that appeared
to run counter to the interests of its clientele.

So, on the one hand, tlmages of the ethicdlrands areactually built upon public
campaigns decrying the injustices of mining practices worldwide and the specialist brands
similarly appear welbuited to take a vocal stance on these issues. On the otheWWind,

Ma r efforss to localize outlets to fit theerds of working families do not translate as easily.
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Add to this the negative feelings a vocal stance against-&@ae extractive projects may
elicit from local governments that have already approved the potentially lucrative projects.
Wal-Mart would need to weigh this against their desire for these same local governments to
approve the development of new stores in their jurisdictions. This sort of reasoning could go
a long way toward explaining whyalMart is changing its practices on the ground, but
keeping a lower profile than most of the specialisd ethicajewellers while doing so.

Another factor related to corporate culture is M&tk-Mart has tended to be a fairly
insular company. Located in Arkansas, they have traditionally sat back and had their
suppliers come to them, an approach that could only be effective for a company wielding the
market power ofWalMart. The ¢ omp an gconses veny spparentr wheényone b
considers the historical reluctance\W@kMartb s part to transl ate thi
political power of the visible, instrumental sort. In 1998, Wart had no lobbying
operations i n Was hi n gidalccorribationd wdrehoaly asoond 8ny 6 s
140,000 total as the company simply did not want to be involved in politics in an overt way
(VandeHei, 200p% Add to this culture of insularitthe potential credibility gap considering
their ongoing troubles witHabour issues and it seems obvious Whigl-Mart has chosen a
path of working behind the scenes on public policy issues directly related to their business
interests and within the company itself on issues related to its sustainability initiative.

The historical actions and policies of the company are a good fit with their espoused
no-frills approach to business. The core ethos of the company from the very beginning has
been O0saving peopl e moWamartsteres.cdinhleeycompanys | i v e
famous for its frugality as well. Desks are packed tight in their corporate offices and

executives fly economy t h at i s, I f i tICH persdna eomrhuaicatiort, o dr i

% However, there was a significant spike in Wl NI Q& & LISy R20¢82002as théy vielded thejt 3
FAYIFYOALE LIRSGSNIAY 2FaKAy3aG2ys 5/ Ay GKS FIF0S 2F hol Y
02 Y LJ y & Qlbne (6e, fiotiexarhple, Mui, 2007; Sherwell, 2007; Sarkar, 2008; Bloomberg, 2010; as well

as Openacrets.org, a website that tracks lobbying in Washington).



235

September 18, 2010Squeezing suppliers, maximizing efficiency, and genekakping the
operating costs down are the main conduit to achieve these goals. Clearly, expenditures that
do not directly further this | ean business
expect CSR initiatives that are not firmly aligned withs business model and do not
demonstrate positive returns for the company to fall out of favour quickly.

While WalMart has always maintained that improving the purchasing power of its
customers is a positive contribution to societand when one caiders that the average
WakMart customer falls into the lower income strata of society, there is some truth fo this
once the company sought to add sustainability goals to its philosophy, its potential to make a
positive contribution to society beyondfit maximization has many onlookers excited.

WakMart has always had a dedicated, and some might even say eccentric, corporate
culture. The working day is started withVdalMart associate cheer, resembling a high
school pep rally more than a staff megtiWhile efficiency and frugality as core values
could have initially slowed the incorporation of sustainability initiatives into their business
model, oncaValMart decided to include sustainability into its values, it was a company that
knew how to embed. Even the inner corridors of their Bentonville headquarters have gone
from greywashed walls to bright colours splashed with sustainability slogans.

In consultation with formeiSierra Club president Adam WerbachyVValMart has
created the Personal Sustbility Project (PSP), asking its employees to make a personal
pledge to advance sustaindyiin their own lives (Esty &Vinston 2006,p. 230). Possibly
the largest employee pragn in the world, it asks its 2million employees to pursue their
own sustainability quests that have so far ranged froap@aling to helping local schools
create recycling programs (Esty Winston 2006p. 230).

While some might object to such a seemingly apolitical and individualesponse

to environmental issues, one could certainly argue that this initiative could have deeper and

n
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longer lasting impacts than it first appears. Notyasl it directly challenging 2.2nillion
individuals to change some aspect of their livesnd atlast count well over 500,000 had
already participated (Bs& Winston 2006,p. 230)7 but it is helping to lay a foundation on
which to build a corporate culture around environmental sustainability and innovation.
WalMart is clearly very good at embeidd corporate goals and values into its day to
day operations. In addition to the PSP initiative, the company has systematized sustainability
and inserted it into its business model by
that correspond to itbroad product categories. The networks consist of both outside
consulting from interested partigsandpicked by the company and executive salespeople
from WalMart who actually control the process. It was through the jewellery sustainability
network thatWalMart initiated cotact with the people from NDG. So whé&kalMart
responded to NDG, the seeds of sustainability were already planted through the actions of

activists past and embedded by the business actors themselves.

Leadership structure

So why hasValMart become engaged in these issues, albeit througkphirsy initiatives,

while some diversified jewellerbave remained silent®a c yfér example, continues to
ignore activist prodding despite appearing at least as vulnerable to the politicisation of the
market asValMart and other diversified retailers. Activists that have had contact with these
companies on various issues feel thaince again comes down tbet differing corporate
culturesand leadership within these firmNDPG, personal communication, April 24, 2012

We have just witnessed a culture of sustainability being manufactured through the
contestation and collaboratioretiveen business and civil society actors. Can the same be

said for leadership? Can leadership be created?
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As Fligstein (1990) has argued and as we have seen with our cases, it often takes a
crisis situation to dislodge status quo routines and cteategportunity for leadershiplhe
market crisis faced bWalMart, based on slowing profits and crippling resistance to its
continuing expansion, demanded a pragmatic response by the company. The shape this
response took was dictated by the leadership of ahgany, all of whom seemed to have
had personal awakenings of sorts to the Whkd-Mart might play in moving environmental
concerns closer to the centre of the business world. Whether this amounted to spin or was
sincere and altruistic is an open questioat will be explored in more detail in the analysis
later in the chapter. For now, suffice it to say tNgatMartd s new | eader shi g
environmental sustainability was framed in both pragmatism and strategic altruism. It started
at the very top ofhte leadership hierarchy anttickled down through the organisation as
operational space and resources were made available for the sustainability drive.

Interestingly, two members of the Walton famiilyneirs to theWalMart thronei sit
on the Board of Dectors for two of the largest environmental NGOs in the US. During the
time of increasing civil society pressure WalMart over labour and communifevel
issues, the concurrent decline in profits and opposition to exparsidnthe exponential
increasenWakMartd s | obbyi ng act i viithegrandsonofShe&/aHRlartb s on W
founder and Chairman of the Board \WalMart since 19921 went scuba diving with the
Chairman of the Board for CI. Apparently they had a discussion and the end resRiblivas
Walton sitting on the Board at ClI (MuR007). He was introduced to the sustainability
consultant, Jib Hson, whom he, in turn, introduced to Lee Scott, resulting in many of the
new sustainability initi at operatisns (Mbi2007). Rabw per 1
Walton continues in his position of Chair\&alMart and has since become the Chairman of

the Board at CI.
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In addition, another grandson WatMart6 s f ounder |, Samwhiawl i ng
does not have close links with the dadgerations of the comparysits on the Board of
Trustees of EDF. Both Cl and EDF work witWalMart on many of their initiatives,
although officers at EDF made a point to mention that Walton recuses himself whenever the
WalMart project comes before the dard (Associated Press 7/12/20@DF, personal
communicationAugust 16, 2011

The awakening of Lee Scott to the radalMart might play in pushing for more
sustainable business practices is wieitumented, but differs slightly from this previous
account. This widely acknowledged version trad&stMartb s sust ainabil ity i
to the catastrophe caused by Hurricane Katrina, as Scott himself outlines in the speech he
delivered to 7,000VvatMartmanager s en-Fi tbkéedCénmnwenyylLeader s
itself become a keyartefact andcontribution to tk companyos espoused
operational cultur&’

Scott was deeply moved by the events and extremely proud of bisnpany s
response tdielp Katrinavi ct i ms . After meeting with many
realised that he needed to chavgalMartd s st r ategy for engaging W
have &6ébeen dealing with hist,2005m3.IStoyweritr om a
on to summarize the goals set by the company to improve its environmental performance,
including cutting energy use by 30%, aiming for 100% renewable energy (from wind farms,
solar panels, etc.), creating zero waste, and improving the fuel efficanits massive
shipping fleet of more than 7,000 trudksvith total investment of USIB00 million annually
(Scott 2005,p. 6-7).

Naturally, Scott also lays out the business case for such aggressive expenditures and

claims in his gsmnakeasdmoteltanpetitivehandsinm@w ii lvle compar

Ly FLOGs 188 ljd2iSa FNRBY (KS aLISSOK oSNB | faz2 &aLINAY]
Transcripts of the speech are readilyadlable at both Walmartsres.com and Walmartwah.com.
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while Esty &Winston Q006,p1 3) note that O6[i]n iWaMartnal me
executives that their sustainability efforts would help protecte companyo6s 61 i
g r o Whas highlights the close alignment WalMartd s CSR strategies t
model and explicitly links thisabofitace i n the companyds engagen
these Iissues and the threat the cwasfrangy os bu

The central push to internalise this new green initiative into the very fabk¢abf
Marto s operations occurred when Scott or der e
sustainability inRhouse.This meant they weressentially starting from sdd. Many of those
involved did not even understand the concept of sustainability yet alone have any knowledge
of the baselines from which they would be working. As one company executive confessed,
the first thing they did when given the task of creatugtanability policies for the firm was
to go home and 06 gWabMpit @dsonal centmanicatianh Aulgustt 18, (
201]). However, what they did have going for them was a deep understanding \@Wathe
Mart business model and its organisational needs. Therefore, the marching orders were
purposely vague to begin with. Team | eader s
which was shorthand for improvements in environmental or social performance of their
product or services focuSo while the directives came from the top, it wasgalkespeople,
managers in charge of normal operatjomsowere to operationalize the plan.

Both the individuals as well as their position within the company affect what the
results will look like.An observation that meets the expectations of the I0S model is that
thoseSVNs led by personnel in more authoritative positions seemalve progressemore
rapidly, seemingly experiencing less ptstck from middle management as they roll out
initiatives (WatMart, personal communication, August 16, 2011).

In the case oivatMarto s | ewel | ery operati ons, t hose

internal champion in Dee Breazeale. Breazeale, an aspiring country and western singer when
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she joined the company, started working the floor in a [&tMart store and rose through
the ranks oft e company to become the Senior Vice I
Club, a position she held for almost 20 years. While in this position, Breazeale received word
that the company was listed as a laggard by the NDG campaign in their very pradement
York Timesadvertisement. This news would not have sat well with the company when there
was a standing directive to make therfia sustainabilityeader in all product categories.
Breazeale took the challenge and ran with it, quickly realising thavshkel need to have a
chat with the NDG campaigners and get the ¢
Earthworks and invited the activists to come down to BentonviMgal-Mart, personal
communication, August 17, 2011

The NDG people went down ®entonville and met with the jewellery sustainability
team, which was made up of regaal-Mart operations managersnot members of a CSR
department or outside consultants, as is usually done with large corporations. The team came
together and, after Wal-Mart associate cheer, put their heads together to figure out what the
jewellery team was going to do on the issue of sustainatNiDQ3, personal communication
September 20, 2010In other words, they were not experts on the issues, but worked hard
and eventually got there. Going back to the idea of corporate culture, this is quite interesting.
There was very little consulting with outside experts. It was really about the pedple
companyi the people who were actually doing the work in the product aneho were
asked to come up with and implement an appropriate solutiow&Mart, and this was
really different NDG, personal communicatipo®eptember 20, 2010

Breazealmeeded t o deliver three sustainabilit
these 6winsd needed to be was not <clearly d

and while they were searching for solutions, they saviNgwe York Timeadvertisemenand
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decided that the NDG organisers may actually be able to help them. This was the rather
serendipitous chain of events that led to cooperation between the firm and the NGO.

Breazeale was known as a straight forward, no nonsense leader. She tookheart in
Vancouvemeetings setip to discuss the prospects for responsible mining practices and the
possible creation of some sort of certification institution. It was full of senior CSR people and
executives from the big mining companies as well as orgarfreensthe NGO community.

According to campaign leadershigt quickly became very analytical and was becoming
bogged down in the complexity of the matter.
can | buy good gold from because that is what | need ¢avkhwill put you in touch with

my suppl i erisandt ibotdadyr apenedothe whole thing GpNOG, personal
communication September 20, 20101t was this meeting that eventually deliverdgod

beginnings oiRMA.

So because the sustainability diree was given, and Breazeale needed to tick the
sustainability box, it put the whole process in motion and suppliers began to scramble to meet
the demand. It was into this directive that Dee Breazeale, with the help of Assheton Carter,
drove thetédbovpyeodbBat || ine. 6Dee needed some
was to be on the bad I ist when she was tryi
di dndot exist we wouldno6t honercampgigntleadgMDG,[ t he r
peronal communicationSeptember 20, 2010

Other civil society leaders adntiiat working withWakMart poses its own unique
di fficulties despite their salespeopl eds fre
that people change positions often witlthe companyi especially if they are successful.

Thi s poses a problem as you 0| Ck eersenalme o f
communication, September 18, 2018Vhen Pam Mortensen took over, Carter says that

despite her interest in the issues and the traceable line, it was like starting over once again
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(Smith & Crawford, 201 While Mortensen turned out to be an internal champion in her
own right, the implicaon is that you cannot rely on the enthusiasm and drive of individuals,
no matter how effective they are. You need to embed the goals and principles as they are

established, change practices within the company and allow them to take root and allow their

pat enti al benefits to grow into reality so t
wa ya key civil society leadear gue s, Owe can see real tran
out comes and it i s now hGi ppopreonal cogimuaation, i t s 0

September 18, 2010So we can see the opportunity window for business actors to engage in
the politics of gold was wide open, though framed by the requisites of the business model and
enforced by market forces. The final section looks at the wayghich these embedded

agents are driving the process forward.

BUSINESS POWER ANBRIVATE REGULATION

As with the previous cases, this section investigates the ways in which intetitational
entreprenews mobilised firm resources to build instituts inside and outside the firfhis
allows for an empirical alysis of the use of the instrumental power available to business
actorsembeddedn different types of firms. It facilitates axaminationof the consequences
of different varieties of corporate political mobilisation in the 1state sphere and sets the
thesis up for a further crogsise comparison in the following chapter.

As with the previous case®yalMart hasutilised the many forms 6 instrumental
power at its disposal to influence the process, though this is not to say that the actors involved
have been able to leverage the latent power of the firm to its full capacity. This section will
show that the ways in which initiativésve leenembraced and institutionalised in the firm

and along its supply chains have altered the structural opportunities for future political action.
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The major differences betwedvialMartd s a p p r o a ¢ Brillianh Earthtamddiffary o f

is that WalMart6 $s heavily geared toward internal policies that allow it to leverége
immense market power through purchasing criteria. The company frames the issue as a
market issue, allowing volunteers from their operations and sales teams to lead, while
avoiding the more conventionalpolitical activities ofphilanthropy, membership in external

organisationsand vocal advocacy.

Economic Institutional
Internal Translating regulations into V Creation and maintenance of
actionable practices institutions internal to thérm
U Donations U Lobbying gnd advocacy
V Strategic investments v Issue_frammg .
External V. Buving bower and V Creation and maintenance of
re>1/“er?ar?tial rocurement institutions external to the firm
P b V Acting as a role model for others

C

Paying membership fees to benchmark

Tablel4: Corporate political mobilisatiorg Wal-Mart

INTERNAL

Creation and maintenance of institutions internal to the firm
WaktMartd s sust ai nabi | i theaded by its publit iielations or gompliante s p e @

departments, but it is done through the people working within the business, such as buyers
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and others in operations. There are approximately 20,000 associates dmedltlgd in the
initiative through its Sustainable Value Networks (SVNs). The approach seeks to embed

sustainability into the corporate culture of the firm by changing feetd of those in

leadership positions and operations, not allowing them the oppottun t o &éof f |l oad

CSR department or the like (Ellisa2006).

One problem the company and those who work with it fageentioned in the
previous chapter and identified by both those inside the firm and those working closely with
the firm, is the dificulty maintaining institutional memory with people changing positfns

People move around the compaoifyen with buyersstaying on in a network for 12 to 18

mont hs before they are rotated. For exampl e,

isse of o6dirty golddé to the | aunch of the
successor Pam Mortensen who, in turn, gave way to her sacéaas Campbell (Smith &
Crawford, 2012 This poses problems as relationships forged and informatioredsha
between personnel, suppliers and external consultants suffer with such regular rotation.
Additionally, their seasonal contracts with suppliers make investments in environmentally
and socially preferable technologies to be a risky proposition for pecgluc

WakMart is working on correcting many of these difficulties. The company has
created a longeterm category of buyers so they are able to work with suppliers for a longer
period. They have also switched from strictly seasonal buying to actuallyngffere-year
commitments to incentivise producers to invest in new pradiitesen, 2006).

The core strategy is to change the corporate culture of the firm and thesetsnaf
leadership so sustainability becomes a standing ordarlinl the companyds
reflected in the IOS model is essential tdhave leadership onside and maredit Wal

Martb s rapid movement toward sustainability

B, personal communication, September 18, 2010;-Méilt, personal communication, August 16, 2011,
EDF, personal communication, August 16, 2011

0L c
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others at the top of the management t84rowever, even top management changes
eventually and regardless of the depth of mainstreaming, individuals continue toi naauitier

matter more at the upper echelons of the company. Many observers have noticed a slowdown

in the changes being implementddoughout the company as leadership has changed hands.

For example, Bill Simon, the new CEO of US operations attribM&dMartd s r ecent
financial sl owdown to the company being dist
6Sustainabifit@hesedosbere obnitiatives?é, he e

dondt add to e&wmemaMpy | ow cost o (

Compliance and monitoring
While WalMart does have a compliance department, they maintain a sole focus on the
retail eros c xistmg |laws m gueisdiotiang they eperate and not on the
sustainability initiatives undertaken within the company (Ellison, 200&tMart resists
restricting themselves by setting hard targets for their initiatives, which makes monitoring a
moot point n most cases. However, there are a couple of exceptions. They do monitor
individual store compliance to compamyde initiatives, such as their initiative committing
the company to an internal goal of zero waste. This zero waste initiative has alrehey reac
an 80% reduction in store waste from the initial baseline and they are currently negotiating
internally whether the next goal will be set at 85% or 90% reduction in the nextwahr (
Mart, personal communication, August 16, 2D1Aor jewellery, thenternal target is more
modest with a target of 10% traceability of gold through their supply chain and a flexible
schedule for meeting this threshold.

The significant point here is that their targets are internally set and monitored with the

company choosig what the initiatives will be, which results they will annoyraoed when

¥ WakMart, personal communication, August 16, 2011; Whlrt, personal communication, August 18)11;
EDF, personal communication, September 7, 2011


































































































































































































































































































































































