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Abstract

As a mode of global sustainability regulation, ptev participatory governance first
emerged in the forestry sector in the early 199@% faom there spread rapidly and
widely in the global economy. The literature on tbpic points to a good fit with
democratic norms, neoliberal norms, social movemgmessure, and the
entrepreneurial activities of civil society act@nad progressive firms as the main
drivers behind this process of institutional diftus Today, multi-stakeholder
initiatives operate in many industry sectors, raggrom apparel manufacturing and
diamond mining to aquaculture production and sogbaming. Drawing on new
developments in the philosophy of democracy, soeeetlsese arrangements as part of
a ‘deliberative turn’ in sustainability politics thithe potential to democratise global
governance institutions. However, the legitimacy rotilti-stakeholder initiatives
remains contested, and there is evidence to sughastthe diffusion of private
participatory governance in the global economy imoduced variation in a key
dimension of institutional design: whereas someesws involve a wide range of
actors in their governance and standard-settingites, others are significantly less
inclusive.

In order to explore this puzzle, this dissertatioipacks the process of institutional
diffusion. It develops an analytical framework tligstinguishes three stages in the
diffusion process: source selection, transmissemy adoption. For the different
stages, hypotheses are formulated about the fatttats'intervene” in the diffusion
process, leading to more or less inclusive instinal outcomes. This framework is
put to work in three case study chapters, examirtimg diffusion of private
participatory governance in the biofuels, soy, angarcane sectors.

A major finding of this study is that varying lesedf coercive institutional pressures
influenced the diffusion outcome in the cases sdin environments characterised
by strong coercive pressures (biofuels and soyptiag a more inclusive approach
served institutional designers as a strategy to gmlitical authority — that is,
legitimate decision-making power — in these arelmasomparison, in the low conflict
environment of the sugarcane sector, no comparableess of ‘institutional fitting’
could be observed. Furthermore, this dissertatioows that ideas about private
participatory governance are far from set in stoWéhile multi-stakeholder
institutions diffuse in the global economy, lat@ptérs learn from the experiences of
prior adopters. Based on these experiences arldgbens they draw from them, they
interpret, innovate, and de- and recontextualisentiodel, giving rise to institutional
variation.
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Chapter 1: Introduction

1.1 Introduction

Over the last two decades, the field of global aunsbility politics has undergone a
profound transformation from a state-centred madeegulation toward a system in
which governance has multiple loci and levels (Abb2012; Arts, 2006; Falkner,
2003, 2011). In what could be dubbed old global egoance, states and
intergovernmental organisations (IGOs) were thengry, and often only, providers
of regulation. Rule-making took place at the naiolevel, through international
negotiations and within 1IGOs. Rule implementatiod @nforcement mostly occurred
through the state and its agencies, as IGOs tyypilzadk direct enforcement powers.
Moving away from this state-centred model, the “hewstem of global sustainability

governance involves many actors (public and prjvaitel actor constellations.

One important component of the emerging governarchitecture in this area is
business self-regulation. Increasingly, firms andlustry associations regulate
themselves through corporate codes of conduct adton their supply chains with
the help of professional auditing companies (Dagiwer& Lister, 2012; Kolk & van
Tulder, 2005; Utting, 2005). But also civil socieagtors and hybrid arrangements
have come to play an important role in new glohatainability governance. Today,
many non-governmental organisations (NGOs) haveldped codes and standards
of their own and partner with business, IGOs, atades in the context of private
multi-stakeholder initiatives (MSIs) and publicymte partnerships (Cashore, Auld,
& Newsom, 2004; Liese & Beisheim, 2011; Pattberggrdann, Mert, & Chan,
2012).

The rise of private authority in the internatiosgktem has received much attention
from scholars of International Relations (IR). hetlate 1990s, it was the works of
Susan Strange and others that brought the diffusigmower in the world economy to
the forefront of debates in the discipline (Biekste& Hall, 2002; Cutler, Haufler, &
Porter, 1999c; Higgott, Underhill, & Bieler, 2008trange, 1996). Following in the
footsteps of these early works, many scholars liaken a critical perspective vis-a-

vis private actors and their rule-making activiti¢Bartley, 2010; Fuchs &

14



Kalfaggiani, 2010; Guthman, 2007; Lipschutz & RoWe05; Locke, Amengual, &
Mangla, 2009; Nolke & Graz, 2008). A recurrent tleem this literature is their
democratic deficit. In this regard, it has beenuady that private governance
institutions often lack transparent and participatstructures (Fuchs, Kalfagianni, &
Havinga, 2011), that certain groups enjoy privikk@ecess (Haufler, 2002; Nolke &
Graz, 2007), and that topics and actors from tbbajlsouth are often marginalised in

these arrangements (Clapp, 2005a; Newell, 2005).

Drawing on new development in the philosophy of deracy, others, on the
contrary, examine these new modes of governangamf a ‘deliberative turn’ in
global sustainability politics. An important argumbein this literature is that
procedural values, such as transparency, repreégentand participation of societal
stakeholders can improve the democratic legitin@oylobal governance institutions
(Backstrand, Khan, Kronsell, & Lovbrand, 2010c; #&im & Dingwerth, 2008;
Bexel & Morth, 2010; Borzel & Risse, 2005; Dingwer2007; Mason, 2005; Risse,
2004). The normative basis of this argument isbaeditive democratic theory which
emphasises the importance of participation andeéediion over the liberal idea that
rule-makers have to be formally accountable to-takers. From this perspective,
meaningful democratic legitimacy requires thatthdise affected by a rule are given
the opportunity to participate in the rule-makingpgess (Bohman & Regh, 1997;
Dryzek, 2000; Elster, 1998). Because of its focugpmcess, as opposed to principal-
agent accountability, deliberative democracy hasnbproposed as a model for
organising rule-making activity at the transnatiolevel where no clearly defined
demosor principal exists (Dingwerth, 2007: 21; Dryzel)0B: 116). In this context,
particularly MSIs have been praised for their deratsing potential. Scholars have
referred to them as “innovative institutional desig “good governance models,” and
“sites of meaningful deliberation” (Cashore et &004: 298; Dingwerth, 2007: 9;
Gulbrandsen, 2008b).

As a mode of global sustainability regulation, ptev participatory governance first
emerged in the forestry sector in the early 199G feom there spread rapidly and
widely in the global economy. The literature on tbpic points to a good fit with

neoliberal norms, democratic norms, social movemgmessure, and the

entrepreneurial activities of NGOs, foundationsg gmogressive firms as the main
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drivers behind this process of successful or closétutional diffusion (Bartley,
2007b; Bernstein & Cashore, 2007; Ovodenko & Keehd012). Today, several
dozen MSIs operate in many industry sectors whegg have become an important
source of regulation for the world’s forests, faws, farms, fisheries, and mines.
However, the democratic legitimacy of private mstikeholder governance remains
contested (Cheyns, 2011; Schouten, Glasbergen, &yl e2012), and there is
evidence to suggest that the institutional diffasod MSIs has not spread a universal
model of private participatory governance. One eanis Fransen’s and Kolk’s
(2007) study of 22 MSIs which finds that real-wontitiatives vary significantly in
their participatory quality.

Findings about varying levels of inclusiveness rawetrivial. Inclusiveness is one of
the core procedural requirements of deliberativenatmatic theory. Without broad
participation from those affected by a rule meahihgleliberation, and therefore
democratic legitimacy, is not possible. In otherradg MSIs with a narrow
stakeholder base call into question the promisea adeliberative turn in global
sustainability politics. Furthermore, inclusivenegs thought to influence the
outcomes of regulatory processes. In this regardttiMand Woods (2009)
hypothesise that exclusive, closed, and secretiv@ngements are more prone to
produce capture regulation — that is, regulatioat therves particularistic interests
instead of the common good — than more inclusivangements. However, at the
same time, stakeholder inclusion is thought todstlg. From collective action theory
we know that a group’s ability to reach collectigecisions decreases as its size
increases (Olson, 1965). In other words, there aspte be a trade-off between norms
of legitimacy on the one hand and the efficiencyagirocess on the other (Carmin,
Darnall, & Mil-Homens, 2003: 529; C. Scott, CafagfiiSenden, 2011: 13). Against
this background, findings about more and less sietu MSIs create an interesting
empirical puzzle: why has the diffusion of privaiarticipatory governance in the

global economy led to variation in this key dimemsof institutional design?

The central task of this dissertation is to findaaswer to this question. Therefore, it
develops an analytical framework that unpacks tbegss of institutional diffusion. It
asks: where do ideas about institutional designecbiom (source selection); what is

transmitted (transmission); and what is adoptedfadn)? For each of these stages,
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hypotheses about the cause-and-effect relationghgits make diffusion outcomes
vary are formulated. In this context, processeseafning, institutional bargaining,
and the nature and strength of environmental pressat the point of adoption are
considered. Integrated into a causal model, thiméwork is put to work in three case
study chapters which trace the diffusion of privgrticipatory governance the

agriculture sector — the most dynamic site of Mi§udion in recent years.

To further introduce the subject of this disseotatithe remainder of this chapter
proceeds in four sections. The first section inte$s the concept of private
governance and how it has been studied by scholdR. The chapter then sketches
the rise of private sustainability governances lillustrated how private arrangements
have become an important source of sustainabéiylation in the global economy.
This is followed by a discussion of the deliberatiturn in global sustainability
politics, detailing its philosophical foundationsnda implications for global
governance. The chapter then directs its attentmmard private participatory
governance (MSIs). It describes their distinguighieatures, historical genesis, and
institutional diffusion, and conducts an inventafya large sample of environmental
MSIs (N = 16). In this context, their institutiondgsigns are examined, allowing for a
“first cut” distinction between MSIs with a high, edium, and low level of
inclusiveness. The chapter closes by providing rdeler with a road map of the

dissertation.

1.2 Private Governance in the Study of InternationbBRelations

In their landmark volumeé&sovernance without Government: Order and Change in
World Politics Rosenau and Czempiel (1992) theorised about ddouyrd
transformation of the international system. Theg treir contributors argued that the
nature and role of the state is changing and th#te future the international system
will include many more actors. This work openedeliectual space for further
inquiries into the future of statehood and the roleprivate actors in international
politics. It led some scholars to hypothesise akmuwdtructural shift in the global
economy and a general decline of the state angonger (Evans, 1997; Schmidt,
1995; Strange, 1996). In her influential bodke Retreat of the Stat8usan Strange

(1996: 46) described how a “progressive integratbthe world economy, through
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international production, has shifted the balanEgpawer away from states and
toward world markets”. She argued that this hastded diffusion of authority in the
global economy and ultimately to a decline of tketes In particular, multinational
corporations were seen as the beneficiaries ofptinisess. As the main causes behind
this transformation Strange identified the acceiegapace of technological change,
the increasing importance of financial markets e tglobal economy, and the
neoliberal agenda of politicians in the United &afUS) and Europe. However,
empirically these rather drastic descriptions of “anlipse” or “evaporation” of
statehood could not be verified and more recenksverkamining the changing role of
the state and its institutions have painted a nmoi@nced picture. The tenor of this
literature is that the role of the state is chagglut not in the radical way suggested
by Strange and others (Leibfried & Zirn, 2005; Mgsl 2005; Rothgang &

Schneider, forthcoming; Sgrensen, 2004).

Today, most scholars seem to agree that globalsdtas not resulted in a general
retreat of the state. The increasing importangariohte actors in international affairs,
however, remains a widely uncontested fact andlachof IR have started to theorise
about their new political role. In their landmarlolwme, Private Authority in
International Affairs,Claire Cutler and her colleagues (Cutler, HauferPorter,
1999hb: 16) observe that “private actors are inénghs engaged in authoritative rule-
making that was previously the prerogative of semgr states”. Subsequent works by
Higgott et al. (2000) and Bierstekeet al. (2002) provided further evidence for the
expansion and pervasiveness of private authoritigerglobal political economy.

The study of non-state actors and private rule-ngaks now a well-established
subfield of the discipline of IR. In their volumeCutler et al. (1999b: 5)
conceptualised private rule-making activity as arf@f private authority which they
define as the existence of legitimate decision-mgikpower of an individual or
organisation over a particular issue area. Whetteaditerature on private authority
followed a critical agenda, with a focus on uncawgrpower relationships and the
changing nature of authority in the internationgétem (Biersteker & Hall, 2002;
Cutler et al., 1999c; Green, 2010a; Higgott et 2000), others have taken a more

functionalist perspective. In an influential aricRobert Falkner (2003: 72) described
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more institutionalised forms of collective privatde-making as private governance
which he defines as “interactions among privateractor between private actors on
the one hand and civil society and state actortherother, giving rise to institutional
arrangements that structure and direct actors’\beh& an issue specific area”. In
the private governance literature, private actoes aiten examined as providers of
rules and services which can complement or in scases even replace governance
by states or IGOs (Abbott, 2012; Borzel & Rissel@0Gulbrandsen, 2004).

The emergence of private authority or private goaace is often discussed in the
context of economic, technological, ideologicald @ocietal transformations (Bartley,
2007b; Cutler, Haufler, & Porter, 1999a; PattbetQ05). In many of these works,
parallels are drawn with Polanyi’s (1944) discusstd the co-evolution of modern
market economies and national regulatory systeing &argued that processes of
globalisation have created pressures to re-embeerierging global economy in a
regulatory structure. It is believed that, in alimal context, this has given rise to
private regulatory arrangements (Bartley, 2007bth@an, 2007; Raynolds, 2000).
Drawing on regime theory, others have hypothesidet firms create private
regulatory institutions to both increase their ppae well as the efficiency of their
interactions (Cutler et al., 1999a; Haufler, 200®)rthermore, reputational pressures
have been identified as an important driver belpndate institution building. It has
been argued that firms within an industry shar@mmon reputation. In the case of
corporate scandals, this often leaves entire setfamed by the same brush” through,
for example, stricter public regulation or NGO camgms. In order to protect
themselves against common sanctions, firms arevsglito engage in self-regulation
(Barnett & King, 2008; A. A. King, Lenox, & Barne2002).

Increasingly, the focus of research has shiftedyafn@m the emergence of private
governance institutions to the question of privgd®ernance effectiveness (Bartley,
2010; Gulbrandsen, 2009; Kalfagianni & Pattbergl30 Liese & Beisheim, 2011,
Marx & Cuypers, 2010; Vogel, 2009). In the politisaience literature, effectiveness
is often understood in terms of goal attainmentpmyblem solving (Underdal &

Young, 2004). To determine effectiveness, effect@ss criteria are derived from a

regime’s officially stated goals or are definedtbg researcher. Drawing on Easton’s
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(1965) system theory, output, outcome, and impadicators are then used to
measure progress towards these gdats.the field of private governance, Wolf
(2010) definemutputas the (self-)commitments of actoositcomeas the behavioural
changes based on such commitments (i.e. compliaace)impact as the actual
contribution to goal attainment or problem solviegulting from behavioural change.
In their work on the effectiveness of global hegitirtnerships, Liese and Beisheim
(2011) hypothesise that an initiative’s level deefiveness is influenced by its degree
of institutionalisation as well as its process ngment and capacity building efforts.
Furthermore, the inclusion of relevant stakeholgleups and an initiative’s capacity
to induce processes of organisational learningde®ussed as important factors. For
Kalfaggiani and Pattberg (2011) organisationalcitnee, policy design, information
strategies, and the external institutional contex¢ important conditions that
determine a transnational rule-setting organis&ieffectiveness. Other studies find
that the outcome and impact of private governaeceams limited (Bartley, 2010;
Marx & Cuypers, 2010) and that there is variatiocroas private regulatory
arrangements (Vogel, 2009). For example, Vogel tilea the Kimberly Process
Certification Scheme and the Better Factories Catabproject as relatively effective
arrangements, whereas the Publish What You Pay @gmihas had little effect on

actors’ behaviour.

Another important topic in the private governantgerature is the interaction of
private regulatory arrangements with one anothargerth & Pattberg, 2009; L. W.
Fransen, 2011; Overdevest, 2010) as well as withlipuegulatory frameworks
(Abbott, 2012; Gulbrandsen, 2013; Overdevest & lifeit2014; Schleifer, 2013).
There are several studies that argue that interadtetween private governance
arrangements has facilitated convergence among.therthis regard, Overdevest
(2010), shows how interscheme competition has dée@ tratcheting up of private
standards in the forestry sector. In a similar yvé&mgwerth and Pattberg (2009)
argue that transnational rule-making organisatgireee common features because of
norms arising from social interactions between thelowever, others believe that
institutional variation will persist (Auld & Gulbralsen, 2013). For example, Fransen
(2011, 2012a) finds that the degree of convergdme®veen private governance
institutions in an issue area depends on a nunfbctors such as the homogeneity

of civil society networks, the structure of the uistty, and the nature of NGO-
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business relationships. Furthermore, scholars hawed to examine the relationship
between private governance institutions and publijilatory frameworks. It has been
argued that public regulators should actively suppnd embrace private governance
arrangements as this would strengthen the intematiregulatory system and help
reaching sustainability goals (Abbott, 2012; Abb&tiSnidal, 2009b). In response,

others have started to examine the emerging ppbNate governance architecture in
various issue areas (Gulbrandsen, 2013; Overd&v2sttlin, 2014; Schleifer, 2013).

Besides studying the emergence, effectivenessira@hction of private governance
institutions, the legitimacy of these arrangemdmds sparked much debate among
scholars of IR. In this debate, it has been arginadl the democratic potential of
private governance institutions remains limitedgffai et al., 2011; Ndlke & Graz,
2007). For some they even pose a threat to demp@ad accountability in the
international system (Lipschutz & Fogel, 2002). @w other hand, others have
suggested that these new modes of governance oaukhse the effectiveness and
legitimacy of global governance institutions (B&camd et al., 2010c; Bexel &
Morth, 2010). The following sections provide a maetailed account of the debate
surrounding the legitimacy of private governancgtiintions. To this end, the next
section sketches the proliferation of private sostaility governance, illustrating the
various ways in which private actors nowadays pigdie and contribute to global
governance in this issue area. Then, the discussiones toward the so-called

deliberative turn in global sustainability politics

1.3 The Rise of Transnational Sustainability Goverance

The increasing importance of private actors in gl@ustainability governance is well
documented (Arts, 2006; Falkner, 2003, 2011; Gre@éila). According to Falkner
(2011), the policy field is currently undergoingpaofound change from a state-
centred model of governance toward a system inlwbavernance has multiple loci
and levels. This does not mean that states havar®emsignificant. Ever since the
United Nations (UN) Conference on the Human Enviment in Stockholm in 1972
they have been at the centre of global sustaitakpolitics. Over the last four

decades, their efforts have led to the emergenoghat could be called a regime
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complex for sustainability — that is, a set of lelgscoupled institutions (cf. Keohane
& Victor, 2011). This regime complex encompassesOd4Gand multilateral
agreements such as the UN Environmental ProgrartireelMontreal Protocol, the
Global Environmental Facility, the UN Convention Biological Diversity, and the
Kyoto Protocol as part of the UN Framework Convamibon Climate Change. But, as
noted by Abbot and Snidal (2009a: 87), “the stattar from the only game in town,
and may no longer be the most important game imto%tarting in the 1980s, and
further accelerating in the 1990s, a set of newracand non-state governance
arrangements began appearing on the stage of giols&inability politics. Part of
this “megatrend” is the inclusion of non-state &stim intergovernmental regulation,
the emergence and growth of corporate codes ofumbndnd the proliferation of
public-private partnerships, and private MSIs.

Since the end of World War Il the number of NGOghwdonsultative status with the
UN has steadily increased. An indicative exampletha$ trend is the number of
NGOs registered with the UN Economic and Socialr@duln 2013, the number of
registrations totalled 3,900 with most of the ims®e occurring since the 1990s
(ECOSOC, 2013; Falkner, 2011: 7). NGOs have beericpkarly active in
international environmental politics (Oberthir ét 2002; Willetts, 1996). In this
regard, even by the time of the Stockholm Environt@eConference in 1972, some
250 NGOs were registered as observers — then,i¢iest number of civil society
participants at any UN conference. Among the 118igiating countries, 47 even
included NGO representatives in their official dglBons (Willetts, 1996: 68). The
quality and quantity of civil society participatiom UN environmental summits
further increased at the UN Conference on Envirortraed Development in Rio in
1992 and the World Summit on Sustainable Developr(ié/$SD) in Johannesburg
in 2002 (Carr & Norman, 2008).

The involvement of NGOs in intergovernmental pollogking processes is
increasingly matched by participation from businegg®ups in these forums.
According to Clapp (2005b), firms were keen to gwblved in these processes as
they were afraid that, left on their own, statesl &GOs would produce policy
outcomes which would negatively impact on their owgrcial interests. At least since

the 1992 Rio Summit, business groups have therdfesn very active in global

22



sustainability politics. Their lobbying activitiessurrounding international
environmental agreements are well documented. Bedite Rio summits, business
groups, for example, played an active role durimg negotiations of the Cartagena
Protocol on Biosafety and were well representedhat meetings of the Codex
Alimentarius of the UN Food and Agriculture Orgaation (FAO) (Clapp, 2005b;
Falkner, 2008).

Also, non-state actors are now very active in thplementation of intergovernmental
policies. In an historical analysis of 152 mul@atl environmental treaties, Green
(2010a) shows that the rate of delegation to peiattors has increased markedly
over the past 25 years. Her data suggests thasstatreasingly rely on non-state
actors as arbitrators, auditors and, most impdytards providers of expert
knowledge. Furthermore, firms and NGOs have conmap an important role in the
context of so-called Type Il partnerships (LieseB&isheim, 2011; Pattberg et al.,
2012). At the WSSD in 2002 it was decided thatestaind IGOs need to engage more
strongly with civil society and the private seciororder to implement Agenda 21
Since the summit in Johannesburg, some 350 pubiretp partnerships have been
created (UN Department of Economic and Social Adfaivebsite). With a main focus
on implementing sustainability goals in developaogintries, these initiatives span a
broad spectrum of activities and policy fields. Maof them cover environmental
aspects of sustainable development. One examptbeisRenewable Energy and
Energy Efficiency Partnership which promotes appetp energy regulation and
green business models in developing countries. r(uglic-private partnerships with
a clear focus on environmental issues are the Globaservation Trust, the Global

Bioenergy Partnership, and the International Rebénvanergy Alliance.

But the new role of private actors in global gowrce is not limited to their
involvement in intergovernmental policy-making pesses. Independent from states
and IGOs, firms and NGOs have taken on importamég@nce functions in the field

of international sustainability regulation. One trahpillar of the emerging system of

! Agenda 21 was one of the main policy outputs eft892 UN Earth Summit in Rio. It defines an
action plan for the UN, other IGOs, and individgalvernments to advance social and environmental
sustainability in four key areas: social and ecoiesustainability; conservation and management of
resources for development; strengthening the roteajor groups; and means of implementation
(United Nations, 1992).
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private sustainability governance is business regjtdation (Kolk & van Tulder,
2005; Utting, 2005). In response to corporate salndnd pressures from NGOSs,
governments, and consumers, many firms and inésstrave developed corporate
codes of conduct and standards of their own. Todlrally all highly branded
companies engage in corporate social responsilaititivities of one sort or another
(Dauvergne & Lister, 2012). In fact, business ham/@n very capable of organising,
networking and mobilising around sustainabilityuiss. One important platform is the
World Business Council for Sustainable DevelopméWtBCSD). Formed by
business leaders in the run-up to the 1992 Earttmn8u in Rio, the WBCSD
promotes the sustainable development agenda wiltkinvider business community.
For instance, in collaboration with the World Re®mu Institute, the WBCSD
developed the Greenhouse Gas Protocol, the wolk#iding carbon accounting
standard (Green, 2010b). Examples of other impbriagustry-led sustainability

initiatives are:

* Global Sustainable Electricity Partnership — armaission founded by leading
electricity companies to promote renewable energjepts

* GlobalG.A.P. — initiated by leading European retaimpanies, GlobalG.A.P.
develops standards for food safety and sustairaagsleulture

* Responsible Care — active in more than 50 countResponsible Care
promotes health, safety and good environmentaltipesc in the chemical
industry

Besides corporate codes of conduct, MSIs have be@second important pillar of

private sustainability governance over the last tdecades. Probably the best-
established system of this kind is the Forest Stéstap Council (FSC). Created in

1993, the FSC is jointly governed by firms and abaind environmental NGOs. It

sets standards for sustainable wood production camdirols corporate compliance

along the wood supply chain via third-party monitgr As a market-based

mechanism, the FSC differentiates products forrenmentally conscious consumers
and rewards acquiescent firms with reputationakeben Over the last two decades,
FSC-like initiatives have diffused rapidly and wiglen the global economy and today
MSIs regulate transnational production networksnioustries as diverse as forestry
(Bloomfield, 2012; Cashore et al., 2004) agricwdt(ffuchs et al., 2011; Ponte, 2013),
apparel (Bartley, 2007b; L. W. Fransen, 2012aéiigs (Auld, 2007; Gulbrandsen,
2009), mining (Haufler, 2009; Kantz, 2007), andriem (see Table 1).
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Table 1: MSis in the Field of Global SustainabiRggulatiof

Sector Multi-Stakeholder Initiative Main Focus Year of
Foundation

Forestry Forest Stewardship Council (FSC) Environment 1993
Programme for the Endorsement of Fores| Environment 1999
Certification (PEFC)

Apparel Fair Labor Association (FLA) Labour rights 1998
Ethical Trading Initiative (ETI) Labour rights 1998
Fair Wear Foundation (FWF) Labour rights 1999
Rugmark International/Good Weave (GW)| Labour rights 1995
Social Accountability International (SAI) | Labour rights 1997

Agriculture | Better Cotton Initiative (BCI) Environment 2009
Better Sugarcane Initiative (BSI) /Bonsucrp Environment 2009
Fairtrade Labelling Organization (FLO) Fair trade 1997
Flower Label Programme (FLP) Labour rights 1999
Global Roundtable for Sustainable Beef | Environment 2012
(GRSB)
International Cocoa Initiative (ICI) Labour rights 2002
International Sustainability and Carbon Environment 2010
Certification (ISCC)
Roundtable on Responsible Soy (RTRS) | Environment 2006
Roundtable on Sustainable Biofuels (RSB) Environment 2009
Roundtable on Sustainable Palm Oil (RSH@nvironment 2004
Sustainable Rice Platform (SRP) Environment in formation
Utz Certifed Environment 2002
Common Code for the Coffee CommunitfEnvironment 2006
Association (4C)

Fishery Aquaculture Stewardship Council (ASC) | Environment 2009
Marine Stewardship Council (MSC) Environment 1999
Marine Agquarium Council (MAC) Environment 1998

Mining Extractive Industries Transparency Initia&iy Corruption 2002
(EITI)
Kimberly Process Certification Scheme Illicit trade 2003
(KPCS)
Initiative for Responsible Mining AssurancgEnvironment in formation
(IRMA)

Tourism Global Sustainable Tourism Council Environment 2008
(GSTC)

Energy Equitable Origin (EQ) Environment 2009
Hydropower Sustainability Assessment Environment 2013
Protocol (HSAP)

The overview shows how private actors have becoar¢ @nd parcel of global
sustainability governance. Today, firms and NGOstivaly participate in
intergovernmental policy-making processes and cateevith states and IGOs in the
context of public-private partnerships. Recent ydave also seen an explosion of
private sustainability initiatives with no or lgtldirect participation from states or
IGOs. As already mentioned above, the growing irgmme of private actors in

global governance has sparked much debate abodethecratic legitimacy of their

2 This table lists organisations that 1) developd#ads for sustainable production (social and
environmental); 2) are dominated by private act8ysnvolve business and civil society actors at th
board-level; 4) operate globally.
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rule-making activities. In this context, concerrsvé been raised that outsourcing
regulatory functions to private actors will lead“tess democracy and accountability
around the world” (Lipschutz & Fogel, 2002: 121)th€rs, however, are less
pessimistic about the new political role playeddoyate actors. On the contrary, they
believe that public-private partnerships, multikstaolder dialogues, and involving
civil society actors in intergovernmental processas counteract the democratic
deficit of global governance institutions. They ghe rise of these new modes of
governance as part of a deliberative turn withgbtential to increase the democratic
guality and effectiveness of global governanceitutsbns (Béackstrand et al., 2010c;
Bexel & Morth, 2010).

1.4 The Deliberative Turn: Toward Legitimate Transmational Rule-
Making?

Since the 1990s, democratic theory has taken whabften referred to as a
deliberative turn (Bohman & Regh, 1997; Dryzek, @OHIster, 1998). According to
Dryzek (2000: 1), this “turn represents a renewedcern with the authenticity of
democracy: the degree to which democratic contsolsubstantive rather than
symbolic, and engaged by competent citizenisi’.light of this, deliberative thinkers
stress the importance of process over the ideaoohd accountability which
permeates liberal democratic theory. In essence, dlgument goes that true
democratic legitimacy requires that all those d#dcby a rule have to have the
opportunity to actively and equally participatetime rule-making process. As noted
by Dryzek (2000: 1-8), this emphasis on deliberatis not an entirely new
phenomenon. Elements of deliberative democracybedound in theolis of ancient
Greece and in the works of Edmund Burke and JoharSMill. However, prior to
the 1990s the term deliberative democracy wasyaisd. It was invented by Joseph
Bessette and given impetus by Bernand Manin ankdudo€ohen. The concept then
gained in importance and became the focal poirdeshocratic theory when Jirgen
Habermas and John Rawls identified themselves Bisedsive democrats in their

major works.
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Smith (2003: 54) traces the deliberative turn inmderatic theory back to a
widespread dissatisfaction with the dominating fitbenodel of democracy. Liberal
democratic theory is based on what could be ca#legrincipal-agent form of
accountability. In this model, individual preferesc are aggregated through an
electoral mechanism. In this way, collective dewisi are made which are then
delegated to an agent (government) for executibe. model’'s legitimacy ultimately
rests on the right and ability of the principalhtold its agents to account, to judge
whether they have fulfilled their responsibilitiemyd to impose sanctions if these
responsibilities have not been met (Grant & Keoh&®95: 29). Smith (2003: 54)
notes that although periodic elections have a jplistng effect on the elected to act in
the voters’ interests, the mandates that repretbezgaenjoy typically extend over
several years in which the electorate has littldu@mce on the decision-making
process. He and others criticise that this hashgiige to political disillusionment and

a growing distance between citizens and their sspritives.

It is this dissatisfaction with the liberal condept of democracy which has renewed
interest in the process of political decision-makitt is believed that “getting the
process right” can help to revitalise and restagenacratic legitimacy (Bohman &
Regh, 1997; Dryzek, 2000; Elster, 1998). Strongfluenced by Habermas’ theory of
communicative action, the deliberative approachemtsslly boils down to two
procedural criteria: inclusiveness and unconstdhid@alogue (Lovbrand & Khan,
2010; Smith, 2003). Inclusiveness requires thathalse affected by a rule need to be
given the opportunity to participate in the rulekimg process. The second criterion
necessitates that the only authority is that ofoadgargument. In other words, the
deliberative process needs to be free from donnatmanipulation, and strategic
behaviour. The theory goes that if these criterearaet meaningful deliberation, and

thus democratic legitimacy, becomes possible.

Because of its focus on process instead of fornw@ouwntability, deliberative
democracy has been proposed as a model for orggnisile-making at the
transnational level. The background to this is thatabove-outlined shift away from
intergovernmental regulation to increasingly hymaitt private forms of rule-making
has raised questions about the legitimacy of glgbakrnance institutions. Similar to

rule-making at the national level, intergovernménggulation is based on preference
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aggregation and the principal-agent model of actahility. Through international
negotiations and voting within [IGOs, member statesnfer authority to
intergovernmental bodies. In the case of non-caanpk, they are able to withdraw
their support and thus punish the agent for faitmdulfil its tasks. However, in the
transnational realm no clearly defindémos or self-governing community, exists.
Preference aggregation and principal-agent accbilityaare therefore not well
suited for the reality of transnational rule-makingh its multitude of actors, diffuse
authority, and many levels. The private arrangesafgscribed above have no
mandate. They are self-appointed and no there iprimcipal able to hold them to
account. Against this background, many scholarsnsee agree that deliberative
democracy is an attractive model not only for r@ising democratic legitimacy at the
national level, but also for the organisation ovgmance beyond the nation state
(Dingwerth, 2007: 21; Dryzek, 2000: 116).

Among the various private governance arrangeméatseixist, MSls are believed to
most closely approximate the deliberative ideal @i 2012; Bostrom, 2006;
Dingwerth, 2007; Gulbrandsen, 2008b). They seek omganise meaningful
deliberation through participatory elements andcedural transparency. Multi-
stakeholder boards, observer councils, public aatre meetings, and public
consolation periods are intended to ensure thatiderwaudience is given the
opportunity to participate in their rule-making iaittes. Although transparency is not
equivalent to unconstrained dialogue, it is widedgarded as a key element of good
governance. According to Esty (2007: 525), sedmegdecision-makers in action and
observing who has influenced a decision is esdettdiaestablishing a sense of
fairness, rationality, and neutrality. Also, it @ges the decision-making process to
public scrutiny and thus discourages rent-seekimgy @ther forms of self-serving
behaviour. Against this background, it has beemedgthat MSis “frequently base
their decisions on sincere and meaningful delil@matamong participants”
(Dingwerth, 2007: 9). Others have referred to thesma “good governance model”
(Gulbrandsen, 2008b) and “one of the most innoeatwd startling institutional

designs of the past 50 years” (Cashore et al., . 2Z¥8).
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1.5 Private Participatory Governance: Theory and Pactice

Over the last two decades, MSIs have emerged esportant source of transnational
sustainability regulation. MSis first emerged i florestry and apparel sectors in the
early 1990s and from there spread rapidly and widethe global economy. It is the
purpose of this section to introduce the theory prattice of MSIs in more detail.
With a focus on multi-stakeholder certification angsations the central features and
functions of these schemes are discussed. Thigllevied by a description of the
model’s genesis and diffusion. Then, to illustithie institutional variation in the area,

an inventory of a larger sample of environmentall /8! = 16) is conducted.

1.5.1 Distinguishing Features

MSIs are “institutional arrangements that structamel direct actors’ behavior in an
issue specific area’(Falkner, 2003: 72). They set sustainability stadslafor
transnational production and often rely on marketds (certification) to implement
their standards in the world’s forests, factoriesines, farms, and fisheries.
Essentially, these systems function as clubs (Ro&®rakash, 2009). Firms striving
for membership have to implement the club’s codeaiduct in their operations.
With the help of professional auditing firms, clalmnagers then control corporate
compliance along the supply chain. Compliant opesaare issued a certificate which
they can use to signal their sustainability perfamoe to consumers, regulators,
NGOs, and other relevant external audiences. kb way, firms can tap so called
“markets for virtue,? try to forestall public regulation, or hope to elit/civil society
pressure. The amount of reputational benefits/ptiate a club is able to provide to its
members thereby depends on its credibility amorigvamt external audiences
(Prakash & Potoski, 2007). Due to third-party oigits and the credibility this
creates, MSIs generally offer a higher level ofutegional protection than business

self-regulation.

In their governance activities, MSls are largelgagpendent from the state and its
monopoly of force. They are private arrangements ians firms and civil society
organisations which are the primary actors. Howether state and its agencies are not

% The term ‘markets for virtue’ refers to markets $ostainably produced goods (e.g. organic food,
sustainable wood products, and sweatshop-free gasin@/ogel, 2006).
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completely absent from these processes. Often,dlegya background role through,
for example, endorsing, facilitating, and suppaytthe activities of MSls (Abbott &
Snidal, 2009a: 83-87).

Furthermore, MSIs operate at the transnationall.lévestainability issues, and the
production and consumption decisions driving themgreasingly transcend
international borders. Through the collaboration @ontestation between business
and civil society actors MSIs are being developedgbvern these transnational
spaces. But MSIs do not only operate transnatignalhey are themselves
transnational organisations. In this regard, theiembership structures and
governance bodies reflect the transnational nadfirdie production networks they

aim to regulate.

Whereas the features mentioned above are sharathby other private governance
arrangements, MSIs are different in their level iotlusiveness as well as
transparency. In fact, these governance arrangsnsm@k to organise meaningful
deliberation through participatory elements andcedural transparency. These
design features directly follow from the two comegedural principles of deliberative
democratic theory: inclusiveness and unconstragiabbgue. In theory, this makes
MSIs to private governance institutions in whiclaldgue, adaption, and learning
occurs over time and across a wide range of stédtetso (Auld, Balboa, Bartley,

Cashore, & Levin, 2007: 6). Ideally, no single net& group is able to dominate the

process and each participant has to engage witighes and interests of others.

1.5.2 Genesis

The development of private sustainability standards be traced back to organic
farmers’ associations and fair trade NGOs. At tegifning of the 20th century,

organic farmers’ associations emerged in severahto@s. Early examples are
Demeter in Germany (1928) and the British Soil Asation in the United Kingdom

(UK) (1946). These organisations developed starsdérd organic agriculture and
sought ways to encourage and control their impleatem. In this context, it was

probably the British Soil Association which devetdpthe world’'s first national

organic certification scheme in 1973 (Soil Assaomat website). Other organisations
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followed suit. In Germany, a seal for organicallpguced food was introduced by
Bioland in 1978 (Bioland, website). Later, manytloése national initiatives became
united under the umbrella of the International Fatlen of Organic Agriculture
Movement (IFOAM).

A second site of initial emergence is the fair &raatea. The fair trade movement
seeks to improve the terms of trade for margindlipeoducers in the developing
world. Beginning in the 1980s, fair trade NGOs ts&ldhr to experiment with
certification and on-product labelling. Fairly textiproducts were made visible to the
consumer through a label or seal. Typically, feade systems operate on the basis of
a price premium. These price premiums benefit predkiin developing countries,
mostly smallholders producing coffee, bananas, oopottand other primary
commodities. Initiated by the Dutch development NS@lidaridad, it was the fair
trade label Max Havelaar, which pioneered theifation model in the fair trade
area (1988) (Solidaridad, website). Similar initias such as Transfair and Fairtrade
Mark soon emerged in other European countries amthNmerica. In 1997, many
of the national fair trade initiatives merged tonfiothe FLO (Fairtrade Foundation,

website).

These developments in organic agriculture and tfaide set the stage for multi-
stakeholder certification schemes to emerge as@emb private global governance.
However, it was events in the forestry and apparehas in the early 1990s which
established and consolidated the mdd@hroughout the 1980s, conservationist
groups launched a number of high profile campa@gainst unsustainable forestry
practices, specifically against the trade with itaptimber. They initiated consumer
boycotts and directly targeted do-it-yourself-ssoresuch as B&Q in the UK
(Schwartzman & Kingston, 1997). The industry reddbg creating various forestry
labels and certificates, of which many made unsuitistted sustainability claims. In
this context, small specialty woodworking firmsNiorth America and Europe began
to worry about how to differentiate their produfttem those firms using conventional
forestry practices. In 1989, they formed the Woodksos’' Alliance for Rainforest
Protection and began meeting with forest owners emdronmental groups. At the

* See Bartley (2007a, 2007b) and Synnott (20053 fdetailed account of the emergence of private
governance in the forestry sector.

31



same time, the World Wide Fund for Nature (WWF)ge thwvorld’s largest

environmental NGO, became increasingly dissatisfiti the results of its boycott
and campaigning activities and adopted a more lwoliive approach. In 1991, the
NGO formed the so-called WWF 1995 Group which cstesi of some 20 British
wood product companies. The goal of the group wasiminate unsustainable wood
in their supply chains by the end of 1995 (WWF, siehd). Then, the failure of
states to reach an international agreement ontfodesing the Earth Summit in Rio
in 1992 provided further impetus to the emergenterorate governance in the
forestry arena. Disappointed with the outcome, meimi} society groups began to
support a private and market-based solution tgtbblem of deforestation. In 1993,

these developments resulted in the formation oFBE.

Largely independent from events in the forestry@eenulti-stakeholder certification
organisations emerged in the apparel product fiefdw years later (Bartley, 2003,
2007b; L. W. Fransen, 2012a). After discoveriespobr labour conditions in the
industry’s global supply networks, the sector whaken up by NGO campaigning
activities and negative media coverage. Civil sycgroups like the Clean Cloth
Campaign and US Students Against Sweatshops direatjeted leading apparel
brands for poor labour conditions in their suppfetories (Bullert, 2000). Put in the
spotlight by NGOs, Nike and other major clothingpmrations reacted by drafting
codes of conduct and by collaborating with labadwaeacy groups in the context of
multi-stakeholder schemes. A significant step talvtre creation of MSIs in the
apparel sector was the formation of the Apparelistiy Partnership in 1997. Initiated
by the Clinton administration in the US, the Appaedustry Partnership was a
coalition of leading apparel brands, universitisident groups, and trade unions.
However, the initial coalition fell apart when cengative firms and more radical
NGOs and trade unions clashed over the purposkeointtiative and the content of
the standard (Abbott & Snidal, 2009a: 72). Notwiimsling these early drawbacks,
some of the more progressive firms and moderate NG@tinued their collaboration
on labour issues in the apparel sector. Thesetgfiied to the creation of FLA, Social
Accountability International, and several other dabstandard MSIs in the late
1990s.
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The emergence of MSls in the forestry and appaegias triggered what some have
referred to as the “certification revolution” (Cogr 2007). On the one hand, civil
society groups saw MSIs as a way to bypass slowraftective intergovernmental
policy-making processes and to address the shomgsnof corporate self-regulation.
On the other hand, through participating in MSlsgpessive firms hoped to reap
branding benefits, deflect civil society pressueag] to forestall more stringent public
regulation. These, and other factors discussedare rdetail in the following section,
led to the rapid diffusion of the MSI model in thiebal economy.

1.5.3 Diffusion

The spread of private participatory governance ha global economy is often
described as an example of successful diffusionrti@a 2007b; Ovodenko &
Keohane, 2012). Figure 1 illustrates the patterdiffdision. MSls first emerged in the
forestry and apparel industries and then spreadther industry sectors. The
population of MSIs increased rapidly towards thd ehthe 1990s and kept growing
throughout the 2000s. Several schemes are stitbrimation and new schemes are
likely to be initiated in the future. What explaitine diffusion of the MSI model? The
academic literature on the topic points to a gabdith prevailing social structures,
social movement pressure, and the entrepreneuwtizitees of NGOs, foundations,
and progressive firms as the main drivers behimslgiocess.
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Figure 1: The Diffusion of MSls in the Global Ecamg

30

25

.

20

15

0__-,.,I,

1993 1995 1997 1999 2001 2003 2005 2007 2009 2011 2013

m Foresty mApparel mAgriculture mFishery mMining ®Tourism mEnergy

In social science theory, social structures orntutgbnal environments are thought to
take effect through defining roles, appropriate amappropriate courses of action,
and through structuring cognitive processes (DiMagy Powell, 1983; Meyer &
Rowan, 1977). With regard to the emergence andadpoé MSIs, global market
norms and norms of good governance are often mreattias context factors that have
facilitated their diffusion. In his work on MSIs the forestry and apparel industries,
Bartley (2003, 2007b) describes how neoliberal sdesmd discourses came to
dominate national and international policy agendies.argues that, in this context,
demand for social and environmental regulation grennelled away from states and
toward the market as the appropriate forum. Imalar vein, Bernstein and Cashore
(2007: 352-354) describe a private sector turrhaihternational political economy.
As an example, they mention the 2002 WSSD wheré@phvate partnerships were
promoted as one of the principal mechanisms forlempnting international
sustainability goals. They believe that the neshbeormative environment reflected
in contemporary trade regimes has provided an gmgabbndition for private market-
driven governance. Also, Utting (2002: 5) seesgpeead of MSIs in the context of

® This figure is based on Table 1, Section 1.3efidts the number of MSis in different industry
sectors over time.
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neoliberal capitalism. In his view, economic lidesation has given rise to the idea
that social and environmental performance need argdr be ordered through
command and control regulation but can be attaittedugh voluntary private

initiatives.

Whereas arguments about an enabling neoliberal ra@maent apply to the
phenomenon of private governance in general, naihgood governance are more
specifically associated with the rise of multi-gth&lder regulation. In this regard,
Bernstein and Cashore (2007: 353) identify a grgwaermative consensus on the
need to democratise global governance behind fifiesidin of MSIs. They give the
example of the Rio Declaration on Sustainable Dmgwekent (Agenda 21), which
states that environmental issues are best handtbgarticipation from all concerned
citizens at the relevant level. Another examplethe Commission on Global
Governance which calls for more inclusive and mpaeticipatory mechanisms of
global governance (Utting, 2002: 6). It is arguledlt the resulting normative pressures
have influenced institutional design choices invgie governance. In this context,
Bernstein and Cashore (2007: 353) mention the amopf a three chamber decision-
making process through the FSC, the creation ofWoekers’ Rights Consortium,

and the governance reform of the MSC.

At the actor-level, social movement pressure igudised as an important driver
behind private multi-stakeholder governance. Inphst, NGOs have used ‘naming
and shaming’ campaigns to put pressure on firmsretuce their social and
environmental impacts and to participate in NGOrsooed MSIs (Sasser, Prakash,
Cashore, & Auld, 2006). In particular, highly braadfirms are believed to be
vulnerable to these pressures. Evidence from thgarap) diamond, and forestry
sectors suggest that social movement pressure pfearedes the creation of MSls.
For example, Bartley (2009: 130) describes how,the apparel sector, NGO
campaigning activities played a key role in gettfingns to participate in MSIs. He
argues that social movement pressure operatedaslgsing force that can hardly be
understated. Accounts of MSI formation in the ftmesand diamond industries
provide further evidence for the importance of N@@essure. In the diamond
industry, the ‘blood diamond’ campaign has beenntified as a key factor

contributing to the creation of the Kimberly Proge3ertification Scheme (Haufler,
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2009: 94). The same is true for the forestry seictawhich tropical timber boycotts
and the targeting of big retail corporations patrezlway for the FSC (Bartley, 2003,
2007Db).

However, the role of civil society is not restridteo shaming business into action.
The rise and diffusion of MSls is also due to angeof strategy in parts of the NGO
community, described by Domask (2003: 157) as ‘it $ftom boycotts to global
partnerships”. In this regard, some of the majovirenmental NGOs began to
collaborate with business and to actively promotdtinstakeholder processes. Their
entrepreneurial activities are seen as a drivimgefdehind the current trend toward
multi-stakeholder regulation. As shown by Auld &t @007), NGOs have been
instrumental in developing and carrying the MSI mlodcross industry sectors.
Among others, the WWF has been a key driver andbaior of multi-stakeholder
governance. The environmental NGO has been invoivedhe formation and
governance of some 10 MSIs, certifying fish, aqltace, timber, cotton, soy, sugatr,
biofuels, beef, and palm oil (WWF, 2010). Anotherample is the Rainforest
Alliance. With its SmartWood programme, the Raipg&irAlliance was a pioneer of
forest certification and later applied this mode@ various other agricultural
commodities such as bananas and coffee (Auld, 200@) Rainforest Alliance is also
a founding member of the Sustainable Agriculturetwdek and the GSTC.
Furthermore, the Dutch development NGO Solidaride been an important
advocate of multi-stakeholder processes and aatifin. In 1988, Solidaridad
created the fair trade label Max Havelaar and sthea has been active in various
roundtable initiatives such as the RTRS and the EsRB®sides NGOs, the literature
points to the role played by philanthropic foundas in consolidating and diffusing
the MSI model. In this regard, Bartley (2007b) dsthow US foundations have
played a key role in the formation of forest castifion by providing early investment
funding and grants. One important foundation is Bevid and Lucile Packard
Foundation, which has provided significant fundsupport the formation of MSIs in

the forestry, agriculture, and fishery sectors kaad Foundation, website).

Besides civil society organisations, business gsobpve also become proactive
players in implementing sustainability standardd &m shaping and disseminating

private governance institutions. In their work aivate food governance, Fuchs and
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Kalfaggiani (2010) point to the power and authoritly big retail companies as
important drivers behind the emergence and diffusaf private governance
institutions in this area. Virginia Haufler (2008Jentifies a shift in corporate
strategies as industry leaders became increasmgisied about the effectiveness of
naming and shaming campaigns launched by transétalvocacy groups. One way
for corporate managers to respond to these preskasebeen to take the lead and to
enter new partnerships and to develop alternatiwens of regulation. In a similar
vein, Peter Utting (2005) describes how businessratave proven very capable of
organising, networking, and mobilising around cogbe social responsibility issues.
According to him, this has given rise to varioustitutional and organisational forms
such as collaborative arrangements with NGOs, tuadens, governments, and 1GOs.
The British-Dutch consumer goods manufacturer Weileis one example of a
company being very active in the field of multilstholder governance. In 1997, the
company entered a partnership with WWF to creageMISC. It is also a founding
member of the RTRS and currently chairs the RSiR@r{iiew with the Director of

Unilever’s Sustainable Agriculture Programme).

Finally, the background role played by states &@Q9d is sometimes invoked (Abbott
& Snidal, 2009a: 83-87). Acting as orchestratotates and IGOs sometimes harness
private regulatory initiatives in order to incredbeir reach and to reduce the cost of
regulation (Abbott & Snidal, 2009b; Schleifer, 2013lthough Abbott and Snidal
identify an overall orchestration deficit, in maaeas government agencies and IGOs
have actively supported and facilitated the emergest MSIs. For instance, the US
and UK governments have been instrumental in thveldpmental phase of the FLA
and the ETI respectively. Also the Dutch, Swissg &erman governments have

supported multi-stakeholder processes in the past.

1.5.4 Institutional Variation

Over the last two decades, private participatoryegoance has diffused across
industry sectors. In the forest, apparel, fishegriculture, and mining industries,
MSIs are now an important source of sustainabiégulation. For example, by 2014,
the FSC had certified over 180 million hectaredasésts (FSC, 2014); and, in the

fishery sector, some 7 million tonnes of seafoaraow certified by the MSC. This is
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about 8 percent of the world’s total wild captusevest (MSC, website). In the palm
oil sector, the RSPO now covers 2.6 million hecareland under its scheme — that
is, about 15 percent of the globally harvestead éFAO, website-b; RSPO, website-
a). Other MSis such as the ASC, BSI/Bonsucro, BOIRS, and the RSB have only
recently finalised their standard-setting procesaed launched their certification
systems. They can be expected to certify large tgieen of global aquaculture,

sugarcane, cotton, soy, and biomass productidmeiméar future.

However, there is strong evidence to suggest hmainistitutional diffusion of MSls in
the global economy has not spread a universal moflgprivate participatory
governance. For example, in their study of 22 M&snsen and Kolk (2007) find
that real-world initiatives vary strongly in the sign of their inclusiveness.
Distinguishing between MSIs with a broad and aowrlevel of inclusiveness, they
describe how “different types of multi-stakeholdéandards currently co-exist under
one and the same flag”. They warn that “those whatwo avoid difficult interactions
with critics and true interest representation h@mveome extent the opportunity to do
so” (L. Fransen & Kolk, 2007: 669, 678-679). The foliogy analysis of the
institutional design of 16 of environmental MSlsoyides further support for the

findings of Fransen and Kolk.

For the analysis, the inclusiveness and transpgrehd6 environmental MSls was
examined. To determine the level of inclusiveness, the aislfocused on the
composition and constitutive rules of their centtatision-making bodies. Typically,
the central decision-making body is some kind eeshg board (SB), or steering
committee (SC). Some MSiIs also feature a Generakembly (GA) or Annual

General Meeting (AGM), but decision-making is mgstbncentrated at the board-
level. As can be seen from Figure 2, there areifsignt differences in the

composition of these bodies across MSls. On one @lidhe spectrum are initiatives
like the FSC and RSB which involve all key stakeleol groups in their central
decision-making bodies and where civil society ectare strongly represented. On
the other side of the spectrum are initiatives like ASC, BSI/Bonsucro, and the

ISCC. Their boards are dominated by corporateestsrand civil society actors are in

® This dissertation focuses on the population ofremmental MSls as there is evidence to suggest tha
labour rights MSls do not belong to the same conitpurfi practice (Bartley 2003).
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a much weaker position. Furthermore, the inventemeals that civil society actors
from the global south are not very well represerdeédhe board-level. They hold

board seats in only 5 out of the 16 MSis that vex@mined.

Figure 2: Composition of MSIs’ Primary Decision-Mad Bodie$
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The analysis of constitutive rules provides furtbeidence for variation in the level
of inclusiveness (see Table 2). Constitutive ruteswhat Elinor Ostrom (1990: 52-
53) calls constitutional-choice rules, create tha@miework for organised collective
action. They determine who is eligible to partit@@n collective decision-making
and define the formal procedures through whichehdecisions are reached. For the
inventory the statues and bylaws of the 16 org#éioisawere examined as to whether
they require civil society participation and/or fi@pation from organisations from
the global south at the board-level. Furthermoee dicision-making arrangements

" This figure has been composed using informatiaviged on the websites of the 16 organisations.
Typically, these contain a section on governanagtiich information about the board and its members
is provided. To create the figure, board membeve teeen identified as either belonging to one ef th
following categories: economic, civil society, dhers. Then, the location of their home instituson
headquarters has been used to determine theirag@ugrorigin (global north or global south). The
figure displays the proportion of seats held byhestakeholder group.
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(voting procedures) were examined as to whethey pirevide protection against
regulatory capture. As defined by Mattli and Wo¢2809: 12) regulatory capture “is
the control of the regulatory process by those witasisupposed to regulate or by a
narrow subset of those affected by the regulatiith the consequence that
regulatory outcomes favour a narrow few at the egpef society as a wholdh the
case at hand, granting formal veto rights or albt@zminority to non-business actors
is a common design feature to protect against adguyl capture. The analysis
revealed that the statutes of several MSIs condaatighree criteria (4C, FSC, HSAP,
RSB, and RSPO). On the others hand, the consttutiles of the ASC and PEFC
were found to contain none of the above mentiomesigions. Also, it is noteworthy
that in 10 out of the 16 MSIs examined non-busirzessrs do not hold a formal veto
right or blocking minority.

Table 2: Constitutive Rules of MSIs’ Central DemisMaking Bodie%

Initiative Board seats reserved for Board seats reserved fof Protection against

civil society actors actors from the global | regulatory capture
south

4C Yes Yes Yes

ASC No No No

BCI Yes No No

BSI/Bonsucro Yes No No

FSC Yes Yes Yes

GRSB Yes No No

GSTC Yes No No

HSAP Yes Yes Yes

ISCC Yes No No

MAC Yes No No

MSC Yes No No

PEFC No No No

RSB Yes Yes Yes

RSPO Yes Yes Yes

RTRS Yes No Yes

Utz Certified Yes No No

In order to facilitate comparison across organisedj the results of the above analysis
were used to calculate an ‘inclusiveness scores {&ble 3). With regard to board

composition, MSls received one score point wherkejl stakeholder groups (civil

8 This table is based on the bylaws and statudseof® organisations (4C Association, 2008; ASC,
2009; BCI, 2009; Bonsucro, 2011; FSC, 2009; GRSB22GSTC, 2010; HSAP, 2011; ISCC, 2011;
MAC, 2002; MSC, 2002; PEFC, 2013; RSB, 2010i; RSE@4; RTRS, 2007c; Utz Kapeh, 2011). It
was examined whether or not they contain requirgsn@ninclude civil society actors and/or
organisations from the global south at the boavetld-urthermore, the design of MSIs’ voting
arrangements was analysed as to whether they growd-business actors with a formal veto right or
blocking minority.
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society north, civil society south, economic nogbpnomic south) were represented
at the board-level. Another score point was alledab those organisations in which
none of the two business constituencies held ni@ne two-thirds of the seatsThen,
MSIs received a score point for each of the follayvcriteria: representation from
civil society at the board-level required, repréagan from organisations of the
global south at the board-level required, and cste rules provide protection
against regulatory capture. MSIs which scored Dihtp were ranked as high, MSlIs
which scored 3-2 points were ranked as medium,M8ts which scored 1-0 points

were ranked as low.

To determine the level of transparency, the websifdhe 16 MSIs were examined as
to the quality of procedural information they cantaMSIs were assigned a low level
of procedural transparency when they provided amdgy basic information about
governance and standard-setting on their websitescontrast, initiatives were
assigned a medium level of procedural transparer®n this information was more
detailed. At a minimum, MSiIs had to detail the cagipon of their central decision-
making bodies, their collective choices rules, #mlhistory and technicalities of the
standard-setting process. Finally, MSIs’ level adgedural transparency was ranked
as high when they made the meeting minutes of tieitral decision-making bodies
available online (see Table 3).

° In many democratic political systems a two-thinsigjority marks a critical threshold. For example,
constitutional changes often require a two-thirdganity.
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Table 3: The Inclusiveness and Transparency of MSls

High

Medium

Low

Inclusiveness

FSC
HSAP
RSB

4C
BCI
GRSB
GSTC

ASC
BSI/Bonsucro
ISCC

PEFC

MAC

MSC

RSPO
RTRS

Utz Certified

Procedural FSC 4C
transparency RSB ASC

RSPO BCI

RTRS BSI/Bonsucro
GRSB
GSTC
HSAP

ISCC

MAC

MSC

PEFC

Utz Certified

This inventory of the institutional design of M&iveals an interesting pattern. With
regard to procedural transparency, it was found #iaMSIs provided detailed

information about their governance structures oairthvebsites. Typically, their

websites contained a section on governance in wiielr decision-making organs
and their procedures were explained. All of the sitels examined also contained
information about standard-setting, although thees variation in the depth and
quality of the information provided. On the othemd, however, very few initiatives
made the meeting minutes of their central decisnaking bodies available to the
public. At the population level, this can be expéd with the “cost” of transparency.
In this regard, providing detailed information aboimternal decision-making

processes is significantly more costly than disopsgeneric information about

procedures and structures. However, only high $ewdl procedural transparency
create the institutional environment conducive tocanstrained dialogue. As
described by Esty (2007: 525), it exposes who hdkienced a decision and

discourages rent-seeking and other self-servingwetr through public scrutiny.

The cost of inclusiveness can be expected to ba &igher. Involving all key

stakeholder groups in the decision-making procesisnaaking sure that no one can
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unduly influence the regulatory outcome is costlyjn—particular, for the targets of
regulation (i.e. business actors). On the one hiaadng a larger diversity of interests
at the table will make decision-making more difftand conflict prone. On the other
hand, it will have an effect on the regulatory ame. In this regard, we can expect
more inclusive governance arrangements to produme rstringent regulation than
less inclusive ones (Mattli & Woods, 2009). At s@me time, as implied by the term
multi-stakeholder, inclusiveness is the distingunglfeature of MSls. Ultimately, it is
their inclusiveness on which claims about their deratic legitimacy as rule-making
arrangements are based. Against this backgroumdinfis about significant variation
in this key dimension of institutional design ceean interesting empirical puzzle. It

is this puzzle that this dissertation sets ouetmlve.

1.6 Contributions

By examining the institutional diffusion and vaitat of private participatory

governancehis dissertation’s contribution is threefold:

Firstly, a contribution is made to the ongoing deban the legitimacy of private
governance institutions (Backstrand et al., 20X0eeyns, 2011; Dingwerth, 2007;
Nolke & Graz, 2007; Schaller, 2007; Schouten et 2012). However, the main
purpose here is not to provide yet another “measent’” of the democratic
legitimacy or deliberative capacity of MSIs. Notptisingly, given the intangible and
political nature of the subject, these measurememisye produced highly
contradictory results. Whereas some scholars haasga MSIs for being sites of
meaningful deliberation (e.g. Dingwerth, 2007; Sl&na2007), others have contested
their deliberative capacity, arguing that periphgraups and critical discourses are
often excluded from these arrangements (e.g. Ch&@isl; Schouten et al., 2012).
Probably, the truth lies somewhere in the middi&idlare not a panacea through
which the world will enter a golden age of legitimaransnational rule-making. That
said, from a public interest perspective, theyaaeainly preferable to business self-
regulation with no involvement of external staketest. Still, as shown above, not all
MSIs are the same. From the vantage point of destioctheory, some MSiIs are
better (more participatory) than others. Againss thackground, the main goal and

contribution of this dissertation is an explanatorye. Examining the institutional
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diffusion of private participatory governance iretglobal economy, it identifies and

examines the factors that cause variation in teysdimension of institutional design.

Through exploring the question this question intbefhe dissertation makes also an
important contribution to the literature on institial design. Only very recently
have scholars of IR started to explore diffusioguanents as an explanation for the
design of international institutions (Alter, 201Etschke & Murray, 2011; Ovodenko
& Keohane, 2012; Sommerer & Tallberg, 2014). Theseies show that institutional
diffusion is a pervasive phenomenon in internafiosmad transnational relations.
Furthermore, this literature suggests that whiitations diffuse, they often vary in
form and content. However, as of yet, explanatiohs/ariation in the diffusion
process remain largely context-specific and a ngemeral and systematic treatment
of the topic is still missing (Klingler-Vidra & Sédifer, 2014). In order to fill this gap,
this dissertation makes an important theoreticaltrdoution to the literature on
international institutions. It unpacks diffusionh&ory” and develops an analytical
framework that distinguishes three stages in tlilesion process: source selection,
transmission, and adoption. For each of these staypotheses are formulated about
the cause-and-effect relationships that make ddfusutcomes vary. In this way, a
framework for studying processes of institutionafifusion is offered, which is

applicable beyond the specific empirical contexthig dissertation.

Last but not least, this dissertation speaks to gbecialised literature on multi-
stakeholder sustainability governance (Auld, 20Bfrtley, 2007b; Cashore et al.,
2004; Gulbrandsen, 2010; Pattberg, 2005). As a rdetailed review provided in
Chapter 2 reveals, this literature has mostly fedusn the initial institutional
emergence of sustainability MSls in the forestishéry, and apparel industries. More
recently, scholars have turned their focus towdrd tjuestion of institutional
isomorphism or convergence between existing org#ioiss. It is noticeable that the
diffusion of the MSI institutional model has recedvconsiderably less attention. The
works that do exist describe the emergence oftutginal variation during the
diffusion process. However, the underlying causacianisms remain poorly
specified and empirically underresearched. In othards, we still know little about
the factors that cause institutional variation kestw MSIs. Also, by studying three

MSiIs in the agriculture sector in-depth, this dits&éon makes an important empirical
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contribution’® As mentioned above, much of the existing MSI &tare focuses on

the forestry, apparel, and fishery sectors. Inipadr, the FSC has received much
scholarly attention. In contrast, the MSIs in thgrieulture sector remain largely
underresearched.

1.7 Road Map of the Dissertation

The remainder of this dissertation is structuredenen chapters. Chapter 2 begins
with a more focused review of the literature on tirstkeholder sustainability
governance and how it has dealt with the questibnnstitutional diffusion. It
identifies a gap in the literature, as only very fevorks have examined these
processes in more (empirical and theoretical) ddptlorder to address this gap, the
chapter proceeds with a detailed introduction féuslion “theory”. The concept of
institutional diffusion is introduced and it is sifeed why and when diffusion occurs
and what its primary mechanisms and outcomes dnes discussion serves as a
background for theorising about the occurrence afiation during the diffusion
process. To this end, three different stages irdiffiesion process are distinguished:
source selection, transmission, and adoption. Boh @f the stages, hypotheses are
formulated about the cause-and-effect-relationshifz make diffusion outcomes
vary. These are then integrated into a causal ntbdelwill be put to work in the case
study chapters. In preparation for the empiricahlygsis, the chapter closes with
discussion on questions of research design andoahetigy. It operationalises the
dependent variable, discusses the rationale behendase selection, and explains the
two-step methodological approach which combines ithinvcase study analysis

(process-tracing) with a cross-case comparison.

To set the scene for the empirical analysis, Chngthen provides an introduction to
the global political economy of agriculture. Iniesf section, the chapter describes the
globalisation of agricultural trade and productitirntraces this development from the
emergence of agricultural trade in the colonialtereoday’s highly industrialised and

transnationally integrated agro-supply chains. Téi®llowed by a discussion of the

19See Chapter 2, Section 2.5.4 for a detailed disonof the case selection.
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sector's various sustainability challenges and thé of private governance

institutions in addressing these challenges.

Chapters 4-6 examine the institutional diffusiorpofate participatory governance in
the agricultural sector — the most dynamic siteM$8! diffusion in recent years.
Chapter 4 focuses on the RSB in the biofuel se@bgpter 5 examines the RTRS in
the soy sector; and Chapter 6 studies BSI/Bonsictbe sugarcane sector. In the
inventory of environmental MSls conducted in thspter, these schemes were found
to exhibit a high (RSB), medium (RTRS), and low [B®nsucro) level of
inclusiveness, respectively. After providing somase context and background
information, each case study begins with a moreeipth analysis of the composition
and constitutive rules of their decision-making astdndard-setting arrangements.
Then, the analytical framework developed in Chafters used to explain the
diffusion outcome for each of the three cases. Qetimg the empirical analysis,
Chapter 7 compares the findings across cases.nidkes it possible to identify the
causes of variation for the cases studied. It ateates a more solid empirical basis
for the formulation of more general hypotheses #&bthe variation in the

inclusiveness of private governance institutions.

In conclusion, Chapter 8 provides a more detailsdussion of the contribution of
this dissertation to the debate on the legitimatyrivate governance institutions,
research on the relationship between diffusion argditutional design, and the

literature on multi-stakeholder sustainability goance.
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Chapter 2: Institutional Diffusion and Variation

2.1 Introduction

The rise of private participatory governance iseoftreferred to as a case of
successful, or close, diffusion (Bartley, 2007b;o08enko & Keohane, 2012). As a
mode of global governance, MSis first emerged enftirestry and apparel sectors in
the early 1990s and from there diffused rapidly andely in the global economy.

Today, several dozen MSIs operate in sectors asrsdivas apparel, agriculture,
fishery, mining, and tourism where they certify therld’'s factories, farms, fisheries,
and mines. Due to their participatory approach, M&dve been widely praised as
“innovative institutional designs,” “good governancmodels,” and “sites of

meaningful deliberation” (Cashore et al.,, 2004: ;298ingwerth, 2007: 9;

Gulbrandsen, 2008b). However, the inventory of ddrenmental MSIs conducted in
Chapter 1 revealed significant variation in theistitutional designs, notably their
level of inclusiveness. Whereas some initiativa®ive a wide range of stakeholders
in their governance and standard-setting activit@bers have been found to be
considerably less participatory. It is this inditnal variation which this dissertation

sets out to explain.

To begin the inquiry, this chapter starts with arenéocused review of the MSI
literature and how scholars have dealt with thestioe of institutional diffusion.
Identifying a gap in the literature — we still knolitle about the process of
institutional diffusion in this area and why it hasoduced divergent outcomes — the
chapter provides the reader with a detailed intctida to the “theory” of diffusion. It
discusses what diffusion is, why and when it occuaed what its primary
mechanisms and outcomes are. After introducingctivecept of diffusion, a set of
general hypotheses about when to expect diffusigoraduce more or less inclusive
institutional outcomes is developed. These hypetheme then integrated into an
analytical framework (causal model) which will gaithe empirical analysis in the
case study chapters. Finally, in its closing sectihe chapter elaborates on questions

of methodology and research design.

47



2.2 Diffusion in the Study of Multi-Stakeholder Goernance

Much of the existing literature on MSIs focuses processes of institutional
emergence. The focus of these works is on thetfgraad apparel industries, as sites
of initial emergence, and combines agency-basedtndtural explanations (Bartley,
2003, 2007b; Bernstein & Cashore, 2007; HaufleQ32WMWcNichol, 2006; Pattberg,
2005; Zietsma & McKnight, 2009). As described irtadlein Chapter 1, these works
show how government failures and demonstrationctffée.g. industrial accidents,
food scares, etc.) gave rise to social movemerssspres and how NGOs, foundations,
and progressive firms became institutional entmegues. In an international
environment characterised by neoliberalism and deatic norms, these actors
turned toward the market as a forum for regula@onl experimented with multi-
stakeholder governance and procedural transpaierargler to provide legitimacy to
their activities. It is this confluence of factonghich is thought to have led to the

emergence of MSIs as a new mode of global sustiityagpvernance.

The MSI research literature has also looked atdiffasion of the MSI institutional
model in the global economy. It is described hoargély independent from one
another, MSis first emerged in the apparel andstoyandustries and how the model
then diffused to other sectors (Bartley, 2003, 200However, only very few works
have examined these processes in more detail. Diadble exceptions are a working
paper by Auldet al (2007) and Gulbrandsen’'s (Gulbrandsen, 2008b,0201
examination of the emergence and “spill over” & S| institutional model from
the forestry to the fishery sectors. In their papgerd et al. describe the activities of
what they refer to as organisational carriers. tifjgng three different types of
carriers (environmental NGOs, certification bodaesd philanthropic foundations),
they provide anecdotal evidence of how these carimave played a key role in
spreading the MSI institutional model across indestand how they transformed it in
the process. Examining the diffusion of the MSienirthe forestry to the fishery
industry, Gulbrandsen (2010: 112-133) describes llo&v founders of the MSC
modelled their organisation on the FSC. Howeverfiha@s that they only imitated
some of the FSC'’s features, whereas they filtetgdthers.
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More recently, the MSI literature has started tameie the question of convergence,
or institutional isomorphism, in the field of traraional sustainability governance
(Dingwerth & Pattberg, 2009; L. W. Fransen, 201012b; Kaan, 2008; Overdevest,
2010; Zietsma & McKnight, 2009). As described inrmaetail below, convergence
or isomorphism can be defined as any increaseeirsithilarity between entities of a
social system. Drawing on neoinstitutional theddymgwerth and Pattberg (2009)
argue that diffusion in the form of mimetic, coeei and normative pressures has
made MSIs converge on a common model, featuringnmghul and costly
participatory elements. Further evidence in suppbrthe isomorphism hypothesis
comes from the forestry sector. Here, OverdeveXt@Rand Zietsma and McKnight
(2009) show how interscheme competition betweerF®€ and its industry-initiated
competitor programmes created pressures for coameeg However, others believe
that institutional variation will persist (Auld & @orandsen, 2013). In this regard,
Fransen (2011, 2012b) argues that civil societgractretailers, and manufacturers
continue to struggle over the content and scoperigate labour standards and that
this has limited the possibilities of convergencemoag private governance
arrangements in the apparel industry. In his swmuyhe formation and evolution of
MSiIs in the forestry, coffee and fishery industridsld (2009) points to a second set
of mechanisms. He shows how self-reinforcing preessat the organisational-level
can lock in initial institutional design choicesdattius impede later efforts to adapt.

The above review reveals that much of the exislitegature focuses on processes
surrounding the initial emergence of MSls in theeftry and apparel industries. More
recently, scholars have turned their attention he guestion of institutional
isomorphism or convergence between existing org#oiss. It is noticeable that the
institutional diffusion of the MSI organisationaloghel has received considerably less
attention. The works that do exist describe thergeree of institutional variation
during the diffusion process. However, the undadycausal mechanisms remain
poorly specified and empirically underresearchadbther words, we still know little
about the cause-and-effect relationships that teamhstitutional variation between
MSIs. In order to shed some light on the issue i section introduces the concept
of diffusion. Drawing on works from sociology, pmtal science and management
studies, it defines what diffusion is, why and wheoccurs, and what its primary

mechanisms, as well as outcomes, are. This iswelloby a discussion of how
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diffusion theorists have approached the issue gatiran and transformation during

the diffusion process.

2.3 What Is Diffusion?

The question of why and how institutions and tleé@ments spread across time and
space has received much attention in several ssciahce disciplines and empirical
fields. These processes have been studied undeusdabels. Most commonly used
is the term diffusion (Rogers, 1995; Simmons, Dabl& Garret, 2008; Strang &
Soule, 1998; Tolbert & Zucker, 1983). However, otheefer to them as processes of
translation (Boxenbaum, 2006; Czarniawska & Joerd®@96; Sahlin & Wedlin,
2008) or policy transfer (D. Dolowitz & Marsh, 1998ose, 1991). These literatures
have much in common but there are also differengge regard to concepts,
methods, and empirical focts.This dissertation draws on this large body of
scholarship. It uses the term diffusion but alsddsuon insights from the translation

and policy transfer literatures.

The concept of diffusion originates in thatural sciences where it refers to the spread
of molecules from an area of high concentratioorte of low concentration. But also
institutions and their elements can diffuse. Faregle, the multidivisional form has
diffused among large firms in America (Fligsteir®85), democratic institutions in
parts of the developing world (Huntington, 1991hdaneoliberal norms globally
(Simmons & Elkins, 2004). However, as noted by BEdkand Simmons (2005: 4), the
analogy is not a perfect one. In the natural watléfusion results in a more uniform
and thinned-out distribution of molecules, whergashe social world diffusion has
no such effect. Social diffusion does not depletedource, and the practice spread is

not necessarily less intense.

Despite these differences, the term diffusion reenbwidely used by social scientists

studying the spread of a wide range of social prest As summarised by Strang and

" For a detailed discussion on the commonalitiesdiffierences of the diffusion and policy transfer
literatures see Marsh and Sharmann (2009). Fascuslion on diffusion and translation see
Czarniawska and Joerges (1996).
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Soule (1998), classic diffusion studies include iRgad Gross’ (1943) analysis of the
spread of hybrid corn, Hagerstrand's (1967) ingesion of the diffusion of the
telephone, and Colema al's (1966) analysis of the diffusion of a prescioptidrug.
Ever since diffusion arguments have been very @opwith social scientists. In the
field of organisational studies, diffusion argunsenbse to prominence as the new
institutionalism set out to examine the structurgfigcts of institutional environments
and in this context processes of interorganisatiomanicry (DiMaggio & Powell,
1991; Rowan, 1982; Tolbert & Zucker, 1983). For igbanovement scholars,
diffusion became one of the central explanatiomgHe formation of collective action
and the spread of protest, symbols, and strategtes social movements (Andrews
& Biggs, 2006; McAdam & Paulsen, 1993; Soule, 199050, IR scholars have
looked at diffusion in their attempts to explairttpens of policy convergence and the
spread of norms and institutions in the internatiosystem (Checkel, 1999;
Ovodenko & Keohane, 2012; Simmons et al., 2008).

What is diffusion? Diffusion is “the spread of sdhiag within a social system”
(Strang & Soule, 1998: 266). In more a more comgmelve way, it can be defined as
a causal process in which a diffusion mechanismstrats a diffusion item from a
point of origin to a point of adoption. Thus, i8 ihost basic form, a diffusion process
consists of (1) a point of origin, (2) a diffusiorechanism and (3) a point of adoption.
From this definition it becomes clear what diffusie and what it not is. The concept
of diffusion comprises processes that involve th@&ngmission of institutional
elements between two or more entities of a sogstes. For example, processes of
interorganisational learning and imitation fall anthis category. However, if the
adoption of similar practices within a somehow dedi population is due to factors
that are independent from one another (e.g. evdgytaking out an umbrella when it

rains), then this does not qualify as diffusion kins & Simmons, 2005: 2-3).

2.3.1 Causes

Why does diffusion occur? This question has reckizensiderable attention from
sociologists and management scholars studying gsese of imitation and
interorganisational learning — two important diftus mechanisms. The following
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review is not exhaustive but covers some of the kayses discussed in the

literature?

In the literature on the new institutionalism unagity has been identified as the
primary cause of imitation or what they call mineediiffusion (DiMaggio & Powell,
1983; Meyer & Rowan, 1977; Tolbert & Zucker, 1988yom this perspective,
organisations need to be perceived as legitimatihdly peers and other key players
in their institutional environments in order to wue. However, in environments
characterised by high levels of uncertainty orgaoss do not know how to obtain
legitimacy. New institutionalism predicts that inck situations organisations turn
toward those whom they perceive as successful (Bgta& Powell, 1983: 152).
They mimic their structures and strategies, hogimag this will imbue them with

legitimacy and thus increase their survival prospatuncertain environments.

In a similar vein, the literature on information scades invokes information
asymmetries as a key driver behind imitation. Tigu@ent goes that actors engage
in imitation, because they feel that others posses® and/or better information than
they do (Banerjee, 1992; Bikhchandani, Hirshlei&iVelch, 1992; Sinclair, 1990).
Through imitation they hope to reduce informatiosyrametries and the risk of
making poor autonomous decisions. This can triggend behaviour, fads, and
fashions in which actors follow the actions of sgthdecause the fact that many

behave in a certain way serves as informationtthais the best thing to do.

Students of organisational learning add outcomesigainty and exploration costs to
the equation. According to this literature, diffusiin the form of interorganisational
learning occurs when organisations are confrontéd several alternative decision
pathways with ambiguous pay-offs and high exploratosts (Dutton & Freedman,
1985; Levitt & March, 1988). In such situationsganisations can reduce the costs of
exploration through learning from the experienceotifers who confronted similar
situations. Closely related, decision-making thgmoints to imitation as a strategy to

increase the efficiency of decision-making procegsengle, 1995).

12 This subsection draws on Ordanitial’s (2008) and Lieberman’s (2006) comprehensive
discussions of the topic.
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2.3.2 Facilitating Factors

What makes diffusion more or less likely, and deiaes its speed and degree? A
broad, multidisciplinary literature has grappledhwihese questions. Some of the key
findings are presented here.

One of the most intuitive findings of this literatuis that social practices flow more
rapidly and widely among units that are spatiallyse. Spatial proximity appears to
involve all kinds of interactions and exchanges asd result makes diffusion more
likely. In a review article on diffusion in orgaaisons and social movements, Strang
and Soule (1998) cite several works dealing with tllationship between spatial
proximity and diffusion. In this regard, Knoke (I®8examines the effects of
geographic proximity on the spread of municipabref, Petras and Zeilin (1967)
show how radical ideas in Chile spread from mincmgnmunities to adjacent
agricultural communities, and Myers (1997) findattthe propensity to riot falls with

distance from cities where riots first occurred.

Closely related, interpersonal and interorganisatfioties linking prior to later
adopters have been found to facilitate diffusiam.this regard, Galaskiewicz and
Wasserman (1989) show how interorganisational nétwes function as conduits to
disseminate ideas and innovations throughout osgéional fields. Along similar
lines, Davis (1991) and Haunschild (1993) find ewvide that imitation is more likely

among firms linked through interlocking boards.

Beyond spatial proximity and direct links betweeniop and later adopters,

similarities have been found to facilitate diffusidn this regard, Strang and Meyer
(1993: 490-492) argue that diffusion will be rafidtween actors that fall into the
same category. They elaborate that processes likécking require that the target of
imitation and the imitator are fundamentally similat least with respect to the
practice at hand. In a similar vein, Checkel (1988) argues that cultural matches
(i.e. a high degree of congruence between exteorahs and local cultures) facilitate
the adoption, and thus diffusion, of internatiomarms. Also, Ovodenko and

Keohane (2012: 533-538) point to problem similardyd similar issue areas as

factors facilitating the diffusion of internationahvironmental institutions.
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Furthermore, the role of theorisation as a fadihta factor has been discussed.
Theorisation refers to the development of concegasegories, typologies, and the
specification of cause-and-effect relationshipsai® and Meyer (1993: 492-495)
argue that theorised practices diffuse faster aad their diffusion is less dependent
on direct links and interactions. That is becausnegal models facilitate

communication even between weakly related actossexamples they describe how
the theorisation of environmental issues, educatistructures, and welfare policies

has accelerated their diffusion across states.

In some cases, diffusion processes are facilitégdhird parties which can be
individuals, organisations or states. They actnésrinediaries who carry new ideas,
norms, and practices across time and space. Ewddoc the activities of
intermediaries is abundant in the diffusion litarat For instance, in their pioneering
study, Coleman et al (1966) examine the diffusiba prescription drug and describe
how marketing personal and more “cosmopolitan” phigas spread the new drug in
their networks. Another example for the activit@sintermediaries is Minstrom’s
(1997) work on education reform. He examines wtetcalls policy entrepreneurs
and how they diffused and built support for refgoolicies in the US. Also, scholars
in the field of IR have looked at the activitiesdiffusion intermediaries. These works
point to the key role played by individuals, NG@S0Os and epistemic communities
in creating and diffusing norms in the internatioagstem (Finnemore & Sikkink,
1998; Haas, 1989; Keck & Sikkink, 1998).

Finally, it is a widely held assumption in the dsgfon literature that innovations,
practices, and strategies are more likely to spredldey have a proven record of
success and if prior adopters are prestigious anttal actors (Soule, 1999: 274-275;
Strang & Soule, 1998).

2.3.3 Mechanisms
Diffusion has been defined above as a causal pganashich a diffusion mechanism
transmits a diffusion item from a point of origio & point of adoption. In the

literature, various diffusion mechanisms have begamined, of which the most
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important are briefly discussed here. These ardatiion, learning, coercion, and

competition.

Imitation, also known as mimicry or emulation refdo processes in which later
adopters try to copy the behaviour, strategiescigs| structures, or innovations of
prior adopters. Above, various causes for imitatdedaviour have been discussed.
Organisations and states imitate their peers isrdgain legitimacy, save costs, and
reduce information asymmetries. As explanationsitation arguments play an
important role in institutional theory where it identified as a key driver behind
processes of organisational isomorphism (DiMaggioP&well, 1983, 1991). But
political scientists have also used imitation toplax policy convergence or
clustering (Holzinger & Knill, 2005; Simmons, Dobbi& Garrett, 2006).

Learning, or lessons-drawing, is another imporw@iffusion mechanism. In many
respects, learning is similar to imitation but thare also significant differences. In
both learning and imitation mode, organisations atades turn towards their peers
with the intention to copy some of their featuddswever, unlike imitation, learning
implies a process of rational reflection on thet pair the adopter. The adopter
carefully considers the pros and cons of a poktigtegy, or design feature. Lessons
from the experience of others are drawn and, ifsoered positive, a decision in
favour of adoption is made. Learning or lessonsvidrg plays an important role in
the policy transfer literature (D. P. Dolowitz & K&, 2000; Rose, 1991) but also in
the field of organisation studies (Levitt & Marctf88).

Furthermore, coercion is discussed as a mechahiugh which norms, ideas, and
practices are spread across time and space. Diffusa coercion refers to a process
in which an external actor uses its power to facgate or organisation to adopt a
certain set of policies, practices, or structuFes. example, for DiMaggio and Powell
(1983: 150) “coercive isomorphism results from bfiitmal and informal pressures
exerted on organizations by other organizationswugbich they are dependent” . In
the political science literature coercion is algscdssed as the underlying causal
mechanism of diffusion processes (D. P. Dolowitk&rsh, 2000; Holzinger & Knill,
2005; Simmons et al., 2006). Here, it is powerfiates or IGOs that impose their

policies and norms on others. In this literaturiégero a distinction is made between
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more direct and indirect forms of coercive diffusi®. P. Dolowitz & Marsh, 2000:
13-17; Simmons et al., 2006: 790-791).

Besides imitation, learning, and coercion, comjmetitis often mentioned as an
important diffusion mechanism (Dobbin, Simmons, &rfgtt, 2007; Simmons et al.,
2008). The competition mechanism focuses on howpetitive pressures constrain
the options of policymakers and organisational gara For example, Simmons and
Elkins (2004) argue that the adoption of capitaloant liberalisation policies in one
state creates pressures for its peers to adoptasimolicies (and this pressure

intensifies as the number of peers that liberdahsé capital accounts increases).

2.3.4 Outcomes

Much of the diffusion literature focuses on casésuccessful diffusion in which
diffusion is used, for example, to explain policgwes and clusters and in this context
the emergence of institutional convergence or igpimem (e.g. Jakobi, 2012;
Marcussen, 2005; Simmons et al., 2008). In fa&,nthtion of increasing similarities
between prior and later adopters, as well as amtwegunits of the adopting
population, is inherent to the concept of diffusias it is frequently used in the
literature (Elkins & Simmons, 2005: 2; Ovodenko & edhane, 2012:
524).Convergence can be defined as any increasieeisimilarity between one or
more institutional characteristics across a givenas political jurisdictions (Knill,
2005: 768). Conceptually, the study of convergeacadosely related to the sociology
literature on institutional isomorphism (DiMaggio &owell, 1983, 1991). The
primary difference between convergence and isomsmplis their area of empirical
focus. Students of organisational isomorphism foonsthe increasing similarities
between organisations, whereas the convergenaatlite’s main emphasis is on
national policy characteristics. Most diffusion dies focus on the increasing
similarities between the point of origin and thenp@f adoption, as well as increasing
similarities among the adopting population. Thesevehat Knill (2005: 769) refers to

asd- ando-convergence, respectivelyBesides convergence and isomorphism, some

13 Besidess- ands-convergence, Knill (2005: 769) furthermore distirghes betweef andy-
convergence: “Firsf}-convergence occurs when laggard countries catchithgdeader countries over
time, implying, for instance, that the former stgéren their regulatory standards more quickly and
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studies have shown that sometimes diffusion prese$mve been prevented or
interrupted through so-called “firewalls” or a dgon to reject a policy, norm, or
practice. In these cases, we talk about non-ddfusr failed diffusion (Acharya,

2004; Solingen, 2012) (see Table 4 for an ovenoéthe diffusion process).

Table 4: The Diffusion Process

Causes (mainly for Facilitating Factors Mechanisms Outcomes
diffusion via imitation
and learning)

- Uncertainty - Spatial proximity - Imitation (mimicry, | -  Successful
- Information - Network ties emulation) diffusion
asymmetries - Similarities (culture,| - Learning (lessons- (leading to
- Exploration costs problems, issue drawing) institutional
areas) - Coercion isomorphism or
- Theorisation (imposition) convergence)

(existence of geners
models,
identification of
cause-and-effect
relationships)

- Intermediaries

- Prestige, success of
prior adopters

Competition - Failed diffusion

However, numerous studies suggest that succesffigidn — leading to institutional
isomorphism — and non-diffusion are not the onlggiole outcomes of diffusion
processes. In this regard, Borzel and Risse (20ad gxample, show how diffusion
of the European Union (EU) model has led to sigaiit variation in institutional and
behavioural outcomes among adopters. In a simiky, whe works of Falkner and
Gupta (2009) and Radaelli (2005) point to diffusprocesses that led to only limited
degrees of convergence. These and other studies thlad, as they diffuse, norms,
ideas, and practices often change in form and otnigpically, what is adopted as a
result of diffusion processes is not an exact aafpthe original practice. However, as
of yet, explanations of why practices vary as ttfyise have not been systematically
drawn together. Studies dealing with the questiovadation in the diffusion process
mostly focus on single explanations and a more cehgnsive framework is still
missing. With a focus on the MSI institutional mbdad its diffusion, the following
section seeks to address this gap.

fundamentally than the latter. Secopaionvergence is measured by changes of countryngskvith
respect to a certain policy”.
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2.4 Why Do Institutions Vary as They Diffuse?

In Chapter 1, the successful diffusion of privaégtigipatory governance in the global
economy was described. MSis first emerged in thestoy and apparel sectors in the
early 1990s and then diffused rapidly and widelytive global economy. The
literature on the topic points to a good fit withepailing social structures, social
movement pressure, and the entrepreneurial aesvitf NGOs, foundations, and
progressive firms as the main drivers behind thecgss. However, an inventory of
16 environmental MSis revealed that this processnoa spread a universal model of
private participatory governance. As the MSI modek diffused in the global
economy, it has changed in form and content, l@atbrvariation in key dimensions
of institutional design. In this regard, Chapteurdcovered significant variation in
their institutional designs, notably their level ofclusiveness. In search of an
explanation, this section draws on the broadeusiifin literature and the literature of
private governance to theorise about the fact@sdhuse diffusion outcomes to vary.
It identifies different stages in the diffusion pess (source selection, transmission,
and adoption) and for each stage develops gengmtieses about variation in
diffusion outcomes. These hypotheses are then rattd) into an analytical
framework (causal model) which will structure theapgrical analysis in the case

study chapters.

2.4.1 Source Selection

The selection of a target institution or source kaahe beginning of the diffusion
process. Standard diffusion models assume theeexistof a single point of origin or
source. March (1999: 137) calls this the broadogstiode of diffusion. In this mode,
a norm, idea, or practice is transmitted from atregrsource to a population of
potential adopters. For example, diffusion procgssihin social movements often
follows this pattern. In this regard, Spilerman{@Pand Oberschall (1989) find that
protests and social movement strategies spreadifribiad points of mobilisation and
innovation to other places as activists learn altbet through their interpersonal
networks and from the media. Also, mimetic processéhin organisational fields
often take the centralised structure of the brostilogs model. The argument goes that

organisations mimic those whom they perceive asinegfe and successful in order
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to increase their survival prospects in uncertamrenments (DiMaggio & Powell,

1983; Meyer & Rowan, 1977) (see Figure 3).

Figure 3. The Broadcasting Mode of Diffusion

Adopter
P Adopter

/
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Adopter Adopter

If the underlying diffusion model resembles thedatcasting model depicted above,
then a homogenous adopting population is the egdectitcome (Hedmo, Sahlin-
Andersson, & Wedlin, 2005: 196). Adopters convetgeard the single central

source that is the target of imitation or organgset mimicry.

However, not all diffusion processes resemble timadicasting model. March (1999:
199) furthermore distinguishes a chain mode of atroh. While broadcasting
originates in a single, central source that spreadsnovation all around, in chain
mode imitation a diffusion item is transmitted frame adopter to the next and so on.
This means that late adopters have no direct cotatdhe initial source and may even
be ignorant of it. If the underlying diffusion mdds best described by the chain
mode of diffusion, then variation between early dai@ adopters may occur. The
children’s gameChinese Whispergdlustrates the mechanism at work. @hinese
Whisperspne player whispers a message to another, whigasised through a line of
people until the last player announces the mestaglee entire group. Errors and
deliberate modifications accumulate in the retghin As a result, the statement
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announced by the last player usually differs sigaiftly from the one uttered by the

first (see Figure 4).

Figure 4: The Chain Mode of Diffusion

Both the broadcasting and chain model of diffusassume the existence of a single
(initial) source, but often diffusion processes ibkha more complex pattern. For
example, the literature on innovation diffusion gests that new technologies are
often not developed at a single point of innovateond are then passed on to a
population of potential adopters. Instead, Bigd¥() argues that these processes are
better captured by a multiple-source diffusion mMod®r the field of agricultural
research, he shows how various public and privaters are involved in the
development and diffusion of new technologies. \&hsr single-source diffusion
models are likely to lead to a homogenisation @f déldopting population, multiple-
source models have been found to create room foeatim. Two studies from the
field of IR illustrate this point. In an article gratterns of policy convergence in the
international system, Drezner (2005) shows how d¢kestence of two (diverse)
sources can lead to a polarisation of the adogiopulation as adopters converge to
one of the two nodes. In a similar way, Falknensl &Gupta’s (2009) work on
regulatory politics in key developing countries wisohow the existence of multiple

sources can facilitate diversity among adopters [sgure 5).
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Figure 5: A Multiple-Source Diffusion Model
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How can this discussion of different diffusion mtsddielp us account for the
observed variation among MSlIs and their level ofusivhess? The existing literature
suggests that the underlying diffusion model inftakel of transnational sustainability
governance does not follow the broadcasting modstribed at the outset of this
section. In this model, later adopters imitate regle central source which leads to
institutional isomorphism among them. Instead, diffusion of the MSI institutional

model exhibits a more complex pattern, involvingltiple sources as well as chain

mode diffusion.

In his study of the emergence of MSls in the fageand fishery sectors, Gulbrandsen
(2008a; 2010: 112-133) describes how the foundeetiseoFSC turned to IFOAM (an
umbrella organisation of organic agriculture asst@ns) and the International
Conservation Union of Nature (an environmental NG@hen designing the
governance structure of their organisation. Hehfenrhore describes how the FSC, in
turn, has become an organisational template for M&C in the fishery sector.
Providing further evidence for the complexity ostitutional diffusion in the area of
transnational sustainability governance Awdal’s (2007: 24) discussion of the
genesis of the RSPO reveals how its founders loakestveral MSls, including the
FSC and MSC when creating the organisational strastof the palm oil initiative.

Also, for reasons elaborated in more detail belowtitutional variation occurred
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relatively early in the population of environmenk&§is. In this regard, Gulbrandsen
(2010: 112-133) describes how the founders of tl&CMwhich was modelled after
the FSC, adopted a much leaner governance struttamethe forestry initiative. For
instance, the scheme does not feature a geneeshblysof its members and its board

does not feature the carefully balanced stakehalaecture of the FSC board.

As mentioned above, the field of transnational @unsability governance exhibits a

complex diffusion pattern. This means that for gih@eups of late adopters we have to
assume the existence of multiple (diverse) tanggtitutions (see Figure 6). Against
this background, one possible explanation of viamain diffusion outcomes is that

late adopters select different target institutitoramitation which differ in their level

of inclusiveness.

Figure 6: The Pattern of Diffusion in the Field®fivironmental MS{$
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When institutional alternatives exist, the choideadarget institution is believed to

depend on a number of factors. As mentioned abowe, important factor is

% This table is based on the inventory of environmeM Sls conducted in Chapter 1 (board
inclusiveness scores).
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perceptions about the prestige and success of tioe adopters. Imitators turn
towards those whom they perceive to be as sucdesssforder to improve their
survival prospects in uncertain environments (Dillag& Powell, 1983; Soule,
1999; Strang & Soule, 1998). Furthermore, netwaek tare believed to facilitate
diffusion among units of a social system (Davis91;9Galaskiewicz & Wasserman,
1989; Haunschild, 1993; McAdam & Paulsen, 1993; &29g1995). From a rational
choice perspective, this can be explained by th#aior's desire to minimise
transaction costs, whereas institutional theorysaio the role of familiarity and trust
(Galaskiewicz & Wasserman, 1989: 456). Closelytegldo this, spatial proximity is
thought to facilitate institutional diffusion (Knek 1982; Petras & Zeitlin, 1967;
Strang & Soule, 1998).

To summing up the above discussion, one can exg#fision to lead to a
homogenisation of the adopting population whenehsra single central source. In
contrast, diffusion outcomes can vary when the dyig diffusion model has
multiple sources. In these situations, variationoagn late adopters occurs, when
designers select different target institutions fimitation which exhibit different
institutional features. These decisions are thoughtdepend on factors such as
adopters’ network ties, their spatial proximity poior adopters, as well as their
perceptions about prior adopters’ performance decoilhis leads us to the first
hypothesis:

H1: The diffusion outcome will be more (less) inclsi¥the primary target
institution exhibits a high (low) level of inclugness.

2.4.2 Transmission

Once a target institution is selected, a diffusmaachanism transmits information
about the source-model to the point of adoptionovd) competition, coercion,

imitation, and learning have been identified as phiacipal diffusion mechanisms.

The coercion and competition mechanisms describermed forces or pressures that
impose practices on organisations. On the othed,h#re imitation and learning

mechanisms are adopter-drivém.imitation or learning mode, adopters reach out t

other entities in order to copy their structured &mlearn from their experiences. The
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following discussion focuses on imitation and léagn whereas coercive pressures
are discussed in the section on environmental pressThe competition mechanism
is not covered here. Typically, competition occoetween mature schemes, whereas
the empirical focus of this dissertation is on ¢ghffusion and design phases of MSis.
For a more detailed treatment of the competitiohmaism and how it is thought to
affect transnational rule-making organisations@eerdevest (2010), Fransen (2011),
and Abbott and Snidal (2009a: 77-80).

Standard diffusion models in neoinstitutional thyeaork with imitation or mimicry
as the underlying causal mechanism. As describexeabprocesses of mimetic
diffusion are hypothesised to be caused by uncgytaivhereas uncertainty may
pertain to environments, technologies, or ambigugass (Milstein, Hart, & York,
2002; Siegel, Agrawal, & Rigsby, 1997). If the levad uncertainty surrounding
adopters is high, they may not know how to behawehach strategy or structure to
adopt. This creates the risk of making wrong deaisj which, in resource-scarce and
competitive environments, can be extremely costlyotentially posing a threat to
organisational survival. In order to minimise tlekrof failure, DiMaggio and Powell
theorise (1983: 152) that “organizations tend todetothemselves after similar

organizations in their field that they perceivdotomore legitimate or successful”.

Besides uncertainty, exploration costs have beeamtiited as a cause behind
diffusion. However, unlike uncertainty which trigge imitative behaviour,
exploration costs are associated with processggaybrganisational learning (Dutton
& Freedman, 1985; Levitt & March, 1988). Learningcors when adopters are
confronted with several alternative decision patysvevith ambiguous pay-offs and
high exploration costs. In such situations, ad@ptan reduce the costs of exploration

through learning from the experience of others, wiiafronted similar situations.

In both imitation and learning mode, new adopters toward popular and familiar
institutional designs. However, unlike imitatioeatning implies a process of rational
reflection on the part of the adopter. In this relgéearners consider the pros and cons
of a design feature and lessons from the experiehothers are drawn. In doing so,
they may find that some aspects of the source nmaréetuboptimal for their purposes

and make modifications accordingly — a process latgavn as selective imitation (cf.
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Miner & Haunschild, 1995; Romanelli, 1999). In athmses, designers have been
found to select and combine elements from diffetarget institutions. In the policy
transfer literature, this is known as hybridisation synthesising (D. Dolowitz &
Marsh, 1996; Rose, 1991) (see Figure 7). Furthexniearning, as a creative process,
can produce genuine innovations, creating newtutgtnal forms or design features

(cf. Morrill, unpublished manuscript).

Figure 7. Synthesis in the Diffusion Process

Adopter

The existing MSI literature suggests that proces$ésarning in the form of selective
imitation and synthesising have played an importal# in the evolution of the MSI
institutional model. For example, Gulbrand$2010: 112-133) and Auldt al (2007)
describe how the designers of the MSC modelled trganisation on the basis of the
FSC. However, they did not simply imitate the fongsnitiative, but drew lessons
from its experience. Providing evidence for thenaay process at work, Auldt al
(2007: 25), quote one of the officers of the MSte*MSC very consciously decided
that they didn't like all that what one of the FSpporters in the US terms
‘psychotic democracy'’...they really wanted to avdié tmessiness of it all, and they
really wanted it to become a market mechanism fadte other words, based on the
experience of the FSC, the founders of the MSCdaelcagainst a highly participatory
approach. Furthermore, with regard to synthesidd &ual (2007: 24) describe how
the designers of the RSPO drew lessons from betlir8C and MSC and developed a

board and membership structure that synthesiseakeels of the two organisations.
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In sum, the diffusion outcome is likely to depemdtbe type of diffusion mechanism
in operation. If imitation is the primary diffusianechanisms, then a close replication
of the source model is the expected outcome. Irtrast) learning, via processes of
selective imitation, synthesising, and innovatican cause institutional variation.
However, the outcomes of learning processes arerenktly difficult to predicta
priori. They depend on a range of factors which are oftese specific. They are
likely to depend on the past experiences, inforomasivailable, and interpretations of
the adopter, as well as the situation and contexthich the learning process takes
place. However, learning and learning outcomes amapirically observable
phenomena and we would expect the diffusion outcéonée more inclusive, if
adopters come to believe that inclusiveness wasritapt for the organisational
success of prior adopters. This leads us to thenskleypothesis:

H2: The diffusion outcome will be more (less) inclwesiadopters learn that

inclusiveness was good (bad) for the organisatisnetess of prior adopters.

2.4.3 Adoption

The adoption of the diffusion item marks the endthe diffusion process. In the
broader diffusion literature, this process is oftlescribed in a somewhat mechanistic
way in which potential adopters make a decisionitioer accept or reject a diffusion
item (Rogers, 1995: 364). However, scholars haviécised this “black box”
treatment of the adoption process (Yeo and Pai@édr]: 379). Instead, the adoption
of a diffusion item needs to be conceptualised ady@amic process in which
institutional bargaining, as well as environmermedssures at the point of adoption,
can shape the way in which diffusion practices €hgnivate regulatory institutions)
are received and implemented (cf. Falkner & Gup€@)9; Frenkel, 2005; Radaelli,
2005).

Institutional Bargaining
Private governance institutions are political aseimawhich struggles over influence
and diverging interests take place (Abbott & Sni@8i09a; Conzelmann, 2012). The
adoption of a formal organisational structure tgfic has significant consequences
for the distribution of power, resources, and castshese arenas. For example,
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formal organisational structures define the waywihich collective decisions are
reached and who can participate in the standatohgegirocess. These are important
organisational features with implications for thegulatory outcome of private
governance institutions. In this regard, Mattli avwbods (2009) hypothesise that
exclusive and secretive governance arrangementsaire prone to produce capture
regulation — that is, regulation that serves paldigstic interests instead of the
common good — than more inclusive and transpameahgements. Therefore, when
institutional designs diffuse, they often become tilocal point of institutional
bargaining (cf. Ovodenko & Keohane, 2012). In thaitempts to increase their
control over the regulatory process, powerful ggoamy try to block the adoption of
certain design features or, in return for theirgup demand that modifications are
made (cf. Zietsma & McKnight, 2009: 163-164).

In their work on regulatory standards institutioAdbott and Snidal (2009a: 70-83)
conceptualise the design process of MSIs as part afomplex transnational
bargaining game in which states, firms, and NGOskst® control regulatory
governance and hence the substance and form ofategu outcomes. In this
bargaining game, the distribution of bargaining powbetween actors largely
determines whose preferences prevail and whicltutishal outcome is selected. As
an empirical example, they describe the creaticotgss of the Apparel Industry
Partnership (AIP), an MSI in the apparel indusimywhich firms and NGOs differed
sharply over the structure and governance of tinerse and over the scope and
content of its standards and procedures. In thiscpéar case, bargaining broke down
and the AIP was abandoned as there was only linbergaining space between

industry and NGO participants.

In their discussion of the institutional bargainiggme, Abbot and Snidal (2009a: 59-
62) define firm preferences as being focused ofitprolypically, corporate actors
therefore try to prevent social and environmenggjutation that imposes high costs
on them. However, not all business actors are t#mes For instance, more
progressive firms may have an interest in raistagdards in order to establish a level
playing field or to reap reputational benefits. &lsfirms operating in highly
competitive environments are likely to be more #amsto cost increases from

private regulation than firms operating in sectarsre profit margins are higher.
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Delineating NGO preferences is even more difficllhis actor group comprises
many types of organisations such as social NGOeandonmental NGOs as well as
labour unions. On a very general level, these ‘wasictors” are motivated by
principled beliefs (e.g. to protect human righke tivelihoods of local communities,
or the environment), although this is not true &k NGOs. Labour unions, for
instance, have a material interest as they tryrmprove their members’ wages and
working conditions. Despite differences within eactor category, Abbott and Snidal
assume that private actor preferences are lardjglyea along the firm-NGO divide.
As a result of this, when these two actor group$alborate to create MSIs, they

bargain over the control of the regulatory process its outcomes.

In the resulting bargaining game, power is thoughbe an important intervening
variable which can tilt the institutional outconmedne direction or another (Abbott &
Snidal, 2009a; Thompson, 2010). Essentially, itstritiution determines whose
preferences prevail and which institutional outcommeselected. Abbott and Snidal
(2009a: 72-82) describe how, when collaborativeestds are created, bargaining
power essentially manifests itself in two formsABland “inclusion power”. GIAP
refers to the ability of actors to unilaterally memme or all of their goals. For
example, an NGO possesses GIAP when it can drawsonormative authority,
expertise, and independence to unilaterally deaigtandard that becomes the focal
point in a particular issue area. In a similar wiays can use their resources to create
self-regulatory schemes that deflect criticism éxtlude non-business stakeholders.
Thus, GIAP creates an “outside option” for indepartcaction. On the other hand, as
the term implies, inclusion power creates an “iasmption” for participation in
collaborative schemes. Actors have inclusion pomeen they possess competencies
or resources which others need in order to achibee objectives. For example,
business actors may find it necessary to includd@@ in their scheme because they
need its independence and normative authoritygitin@se their activities. Similarly,
NGOs may find it necessary to include a firm initteeheme because of its market

share and expertise.

In sum, the above discussion suggests that pracedgastitutional bargaining can
influence the way in which diffusion practices aeeeived and implemented. When

firms and NGOs collaborate to create new MSiIs, tigpically differ sharply over the
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structure and governance of schemes and the soopeoatent of their standards and
procedures. As the targets of private regulatiomparate actors in particular will try

to maximise their control over the regulatory psserhus, we would expect to see
asymmetric institutions where corporate actorsiara strong bargaining position.

On the other hand, where bargaining power is radbtiequally distributed between

stakeholder groups we would expect to see MSiskk@nce the influence of NGOs
and business actors (Abbott & Snidal, 2009a: 81is Tleads us to the third

hypothesis.

H3: The diffusion outcome will be more (less) inclesif corporate actors are

in a weak (strong) bargaining position.

Institutional Pressures

The previous sections discussed how the selecfiterget institutions, learning, and
processes of institutional bargaining can caudesidn outcomes to vary. However,
a comprehensive discussion of the topic also needensider environmental factors
— institutional diffusion does not take place witla vacuum. In the literature on the
new institutionalism, environmental pressures (raiive, coercive, and mimetic
pressures) are discussed as key drivers behinégmes of institutional isomorphism
(DiMaggio & Powell, 1983). The argument goes thegamisations that occupy an
organisational field are subject to the same enwmental pressures, and that these
pressures make them adopt similar structtitéssing this framework, Dingwerth and
Pattberg (2009) have applied the institutional isgshism argument to the population
of transnational rule-making organisations. In aerg article, they describe the
gradual evolution of an organisational field in stharea. With a focus on
accountability structures, they argue that transnat rule-making organisations have
come to share a set of costly organisational featufhey explain these similarities
with environmental pressures, notably the evolutbsocial norms that specify how
accountability structures ought to be designed.

15 Scott (1995: 56) defines an organisational fisdd a community of organizations that partakes of a
common meaning system and whose participants aiterare frequently and fatefully with one
another than with actors outside the field”.
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Environmental pressures can be powerful forcesnoelprocesses of institutional
isomorphism. However, their strength is not nead@ysthe same in all places and at
all times. For example, Milsteiet al. (2002) find that coercive pressures vary across
industries and that this can be a source of ingtrtal variation between firms in these
sectors. Against this background, the followingcdssion focuses on normative and
coercive pressures, as mimetic processes havedwligeen discussed in detail
above®® The nature of normative and coercive pressurdgssribed below, together
with how they relate to the questions of institnbisomorphism and variation in the

field of transnational sustainability governance.

Normative pressures primarily emanate from protessisation. Professionalisation
occurs as members of an occupation define the tonslj content, and methods of
their work, and develop a “cognitive base and legition for their occupational
autonomy” (DiMaggio & Powell, 1983: 152). DiMaggend Powell highlight two
aspects of professionalisation which generate nwvmapressures: university
education and the growth and elaboration of pradess networks, including
professional associations. Universities provide tbegnitive basis on which
professional norms are established, networks offepstonals and professional
associations then codify and spread these normtsnwdrganisational fields. The
resulting standards and best practices create mioeM@aressures on organisations —

they have to conform to these norms in order ta gad maintain legitimacy.

With regard to normative pressures, Dingwerth aatlefoerg (2009: 729) note that
the initiators and managers of transnational ruédding organisations do not yet
constitute a homogenous “class” or “elite” educatethe same business schools and
university departments. Still, they consider nofireapressures as an important driver
behind isomorphic tendencies among transnationd-making organisations,
highlighting that there is a growing sense thatafgssion of “global sustainability
managers” is emerging. Probably the most importaiiiver behind the
professionalisation of the transnational sustaiitgbigovernance field is the

International Social and Environmental Accreditati@and Labelling (ISEAL)

16 Unlike normative and coercive pressures whicheaternal forces, mimetic processes are adopter-
driven. For DiMaggio and Powell (1983: 151-152)titogsional mimesis is as a standard response to
uncertainty.
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Alliance. Founded by the FSC, IFOAM, FLO, and th8®) ISEAL is an association
of leading private standard-setting systems (ISEAebsite-a). ISEAL’S primary
function is the development of norms for good pevstandard-setting practices. The
oldest and most widely referred to normative doaunteveloped by ISEAL is its
Code of Good Practice for Setting Social and Enwvinental Standard$ISEAL,
2012). First released in 2004, the code lays datyples and criteria of how to create
credible private standard systems. One of the pooeedural requirements of the
ISEAL code is stakeholder inclusion in the decismaking and standard-setting
process. In this regard, the code stipulates tB&AL, 2012: 8):

» Standard-setting shall be open to all interestetigsa

» Participation and decision-making needs to reflecbalance of interests
(subject matter and geographic scope)

» Participants shall include stakeholders with aneetxge relevant to the
subject, those that are materially affected bystia@dard, and those that could
influence the implementation of the standard.

ISEAL is now widely recognised as a focal point ammdmative authority in the field
of transnational sustainability governance (cf. ko & Fouilleux, 2013). Against
this background, it can be hypothesised that ISEBAH the normative framework it
has created exercises isomorphic pressures onadjagtion of transnational rule-
making organisations as a whole. However, it resi@n open empirical question

how strong ISEAL’s isomorphic effect is.

Whereas normative pressures are likely to affectsMi$ a similar way, the strength
of coercive pressures may well vary across indusegtors and schemes. For
DiMaggio and Powell (1983: 150), coercive pressusssilt from “both formal and
informal pressures exerted on organizations byradhganizations upon which they
are dependent”. Taking the form of force, persugsamd collusion, they typically are
conceived as government regulation, public opinamd law suits (Milstein et al.,
2002: 152). Given their relevance to the subjeea af this dissertation, transnational
advocacy networks need to be added to the lisbefaive forces. In the discipline of
IR, there is a large body of literature on trangmeatl advocacy groups and how they

put pressure on states, IGOs, and companies ta adeponmental norms, human
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rights norms, and to conduct democratic reformsckk& Sikkink, 1998; Park, 2005;
Risse, Roop, & Sikkink, 1999; Sasser et al., 2006).

In the context of transnational rule-making orgations, social movement pressure
is often discussed as an important driver behirdettmergence of multi-stakeholder
institutions. Firms agree to collaborate with NG@3MSIs in the wake of scandals
and when put under pressure through ‘naming anehisigh campaigns. For example,
this was the case in the forestry, apparel, andngimdustries (Bartley, 2003, 2009;
Haufler, 2009). However, not all industry sectohatt feature MSIs have seen
powerful transnational activist campaigns. In régaars, the MSI institutional model
has diffused to various sectors (e.g. sugarcartgm;deef, and aquaculture) which
have only seen very little or no prior NGO activisAgainst this background, it can
be hypothesised that firms’ willingness to engagéh veritical audiences in the
context of MSls will be greater, if coercive pressiare strong. Furthermore, there is
evidence about how coercive pressures have chahgethstitutional trajectory of
already established MSIs. For example, when the N8Gpted an organisational
structure which provided stakeholders with veryitéd access to its standard-setting
and decision-making bodies, the scheme was tar@pgté@nsnational activist groups.
In response to these pressures, the MSC condudedesinance reform and adopted

a more inclusive approach (Constance & BonannoQ2G@lbrandsen, 2009).

In sum, the above discussion suggests that subiitindSis are likely to be subject
to the same normative pressures. However, it resrairopen empirical question how
strong the resulting isomorphic effect is. On tlieeo hand, there is reason to believe
that the strength of coercive pressures can vansadndustry sectors and schemes. If
this is the case, then we would expect the difftussatcome to be more inclusive

when these pressures are strong. This leads be fourth hypothesis:

H4: The diffusion outcome will be more (less) incltesif coercive pressures

at the point of adoption are strong (weak).
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2.4.4 An Analytical Framework

The previous sections developed a set of genergbthgses about diffusion
outcomes. In this section, these hypotheses wilinkegrated into a framework or
causal model that will guide the empirical analysithe case study chapters.

The starting assumption of this model is that acgss of institutional diffusion has
spread the MSI organisational model in the glolmanemy. In particular, for the
group of environmental MSIs the importance of tsgibnal diffusion is well
documented (Auld et al.,, 2007; Bartley, 2007b; iegh & Pattberg, 2009;
Gulbrandsen, 2008b, 2010; Ovodenko & Keohane, 20di@wever, as of yet, it
remains an open research question why this diffupi@mcess has produced varying
outcomes. The literature includes some accountfiosi selective imitation and
learning has transformed the MSI institutional mpdw®wever, a comprehensive
analysis is still missing. With a focus on the usiteness of MSils, this dissertation

sets out to fill this gap.

In the previous section, three different stagetheprocess of institutional diffusion
were distinguished: source selection, transmisseamg adoption. For each stage,
hypotheses were formulated about the cause-andteftdationships that make
diffusion outcomes vary. In the analytical framelkaleveloped here, their causal
status is that of intervening variables: they wmége in the diffusion process, causing
it to produce more or less inclusive outcomes (Sigare 8). In the following, the
three stages are briefly summarised together walw they will be empirically
examined in the case study chapters.

Stage 1(Where do ideas about institutional design comenft): The selection of a
target institution or source marks the beginninghef diffusion process. A decision
has to be made about whom to imitate or learn frém.this stage, the first

intervening factor is the adopters’ network tieleit spatial proximity to prior

adopters, and their perceptions of performancerdscdVhen multiple sources are
available, these factors determine the selectiom ¢drget institution. Against this
background, it was hypothesised that the diffustatcome will be more (less)
inclusive if the primary target institution exhibia high (low) level of inclusiveness.

To empirically examine this explanation, interviearsd primary documents will be
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used in order to establish which organisations exkmrew adopters as a primary

source model.

Stage 2(What is transmitted?): The second interveningoiass learning or lessons-

drawing. When information is transmitted, new aéoptoften do not simply imitate

their target institution, but also draw lessongrirtheir experiences. They may find
that some aspects of the source model are subddtméheir purposes and make
modifications accordingly. Also, they may combiie tlessons learned at different
places and thus synthesise new practices. Against background, it was

hypothesised that diffusion outcome will be moesg) inclusive if adopters come to
believe that a participatory approach was good)(b&dhe success of prior adopters.
Learning processes leave empirical “traces” (eeflections about the pros and cons
of a model) which can be examined through intergi@and primary documents (e.g.

meeting minutes, project proposals).

Stage 3 (What is adopted?): At the adoption stage, prasessf institutional
bargaining will be examined. It was hypothesiseat the diffusion outcome will be
more (less) inclusive if corporate actors are weak (strong) bargaining position. To
examine this claim, the empirical analysis will cgaprocesses of institutional
bargaining during the adoption phase. Empiricallys extremely difficult to identify
measurable criteria for bargaining poveer anteas there are just so many ways in
which power can manifest itself in a given situati®©n the other hand, inductive
analyses of the causal role of power always rurriieof ex postrationalisations in
which “power is ascribed to that party which, aftee fact, appears to enjoy the
advantage'{Williamson, 1996: 23). There is now easy way outhis dilemma and
the investigator has to be conscious and open dhedimitations of power analysis.
In this project, a more inductive approach is tak€he literature on institutional
bargaining offers some clues about how to idenpibyver in a given bargaining
situation. In this regard, Thompson (2010) states the researcher has to delve into
the details of institutional choice in order to ntiy particular junctures in the
negotiating process. Furthermore, Abbott and Sni@@09a) describe the different
forms bargaining power (GIAP and inclusion powe take in these situations.
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Next to bargaining, the strength of environmentalspures at the point of adoption
was identified as an intervening factor which canse diffusion outcomes to vary.
With a focus on NGO campaigning activities, it wiagpothesised that diffusion

outcomes will be more (less) inclusive if coercpressures at the point of adoption
are strong (weak). To examine this explanation,aekfround analysis about the
environmental conditions during the adoption precedl be conducted. Therefore,

the empirical analysis will draw on media repof#:O reports, and secondary
literature. Furthermore, interviews will be usedetcamine how adopters perceived

their institutional environment and how they respeoh to it.
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Figure 8: Analytical Framework to Explain the Outae of Institutional Diffusion Processes
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2.5 Methodology and Research Design

After first specifying the causal model, this sestielaborates on questions of methodology and
research design. It operationalises the dependerable and explains the rationale behind the case

selection and the methods used.

2.5.1 Dependent Variable

The inclusiveness of MSIs is the main dependenabbe of interest in this project. In Chapter 1,
board compositions and constitutive rules were aseggroxies to examine the inclusiveness of a large
sample of environmental MSIs. This inventory pr@ddndicative evidence for significant variation
in this key dimension of institutional design. Thow for a more in-depth analysis, this section

elaborates on the concept of MSI inclusivenessdawelops a set of qualitative indicators.

Inclusiveness is one of the core procedural reqérds of deliberative democratic theory (Lévbrand
& Khan, 2010; Smith, 2003). The inclusiveness ngtipulates that all those affected by a rule have
to be given the opportunity to participate in thdermaking process. For the case at hand,
conceptualising MSI inclusiveness therefore reguia@ identification of those groups who are
affected by their activities. MSls are private roleking arrangements that set sustainability
standards for global supply chains and often relymarket forces (certification) to implement their

standards in the world’s factories, mines, farmsl, isheries.

Typically, MSls are created to regulate productionthe global south (e.g. apparel, mining, and
agriculture), whereas trading, retail, and consumnpare located in the global north. The firms
occupying different positions in the supply chaitteo differ distinctively in their interests. For
example, as the primary targets of regulation, repst producers are typically concerned with the
costs of private governance — that is, implemeortiatind membership costs. On the other hand, the
consumer-facing firms at the downstream end of sheply chain are more concerned with
reputational benefits and the level of assurano@fer governance arrangements are able to provide.
To capture these differences among business actomomic north and economic south are

introduced as key stakeholder categories.

Civil society actors are the other major stakehofgteup in transnational sustainability governance.
Next to business actors (profits), NGOs are invblire MSls to represent the interests of the people
and the planet. For the group of civil society exta distinction is also made between actors fitan
global north and the global south is made. Theamdsr this is that it is generally preferable that

affected communities in the global south are regresl by local groups instead of large northern
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NGOs. This follows from the discussion on direat@mtability being normatively superior to what
Rubenstein (2007) calls surrogate accountabilityrdjate accountability refers to a relationship in

which an actor exercises accountability on behadftioers without being itself accountable to them.

After having identified the four key stakeholdeogps of MSIs (civil society north, civil society
south, economic north, and economic soch), is now important to measure their level of
participation. Therefore, the inclusiveness of M8lge-setting and decision-making arrangements is
considered. Typically, rule-setting is organisedworking groups or standards committees. To
determine their level of inclusiveness, their opEssiand composition is examined. As to decision-
making, the analysis will focus on the opennessypmmsition, and collective choice rules of MSIs’
central decision-making bodies. Table 5 containsi@ber of qualitative indicators that will be used

to distinguish between varying levels of inclusiess.

Table 5: Qualitative Indicators for MSI Inclusivesse

Rule-setting Decision-making
High Fairly open access and substantial Decision-making power is equally balanced
participation from all key stakeholder between the key stakeholder groups
groups
Medium Restricted access but balanced participatiptynequal distribution of decision-making powetr,
of all key stakeholder groups but no stakeholder group can dominate the
process.
Low Restricted access and unequal participatiorunequal distribution of decision-making power
from the key stakeholder groups among the key stakeholder groups, and no
protection against the possibility of regulatory
capture.

Inclusiveness, as defined for the purpose of thigept, focuses on the design of MSIs’ rule-setting
and decision-making arrangements. This focus omdbrorganisational structures facilitates the
operationalisation and measurement of the dependgigtble as well as comparisons across cases.
However, there are also several drawbacks to tppgoach. One problem is that organisations
sometimes decouple actual practices from formahmisgtional structures. This is what Meyer and
Rowan (1977) refer to as organisational myth arréroeny. Also, the focus on institutional design
may conceal the fact that certain positions invifder discourse about sustainability are not inetld
in a governance arrangements (Schouten et al.,)20k&refore, an “inclusive design” should not be
mistaken for deliberative capacity or democratigitimacy, and only in combination with other
indicators should it be used as a proxy for meaguhese concepts. Still, institutional designns a
important aspect of organisational life. Essentjall lays down the rules of the game — that ig, th

way in which collective decisions are reached and/bom.

" This is a common distinction used by leading M8ldistinguish between key stakeholder groups (FSC,
website).
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2.5.2 Case Selection

The case selection is based on the inventory oérBronmental MSIs conducted in Chapter 1.
Analysing MSIs’ board compositions and constitutivdes, this inventory provided a “first-cut”
distinction between MSIs with a high, medium, aad llevel of inclusiveness (see Table 6). From
this larger sample, three MSIs have been seleotea Within-case analysis and subsequent cross-case
comparison. The MSiIs selected are the RSB, RTREB&VBonsucro. The following briefly details

the rationale behind these choices.

Table 6: Environmental MSls and Their Levels ofusiweness

High Medium Low
FSC 4c ASC
HPSAP BCI BSI/Bonsucro
RSB GRSB ISCC
GSTC PEFC
MAC
MSC
RSPO
RTRS
Utz Certified

In Designing Social Inquiry,King, Keohane, and Verba (1994: 129-149) express&dng
reservations about selecting on the dependentblaridhey also warned against so-called truncated
samples — that is, samples that do not cover tltidengpectrum of variation in the dependent variable
They argue that cases that do not show at least samation on the dependent variable make causal
inference impossible and that truncated samplestiza flattening of the regression line and thus a
underestimation of an independent variable’s cawftdct. In the discussions following the
publication of Designing Social Inquirygualitative methodologists have convincingly addees
some of these concerns. In this regard, BennetEémdn (2006) have argued that within-case study
techniques such as process-tracing do not suffer fruncated samples and spurious inference in the
same way as controlled comparisons do. That isusecprocess-tracing does not rely on co-variation,
but examines the underlying causal mechanisms.nidre general point raised by King, Keohane,
and Verba, however, remains valid. We are likelylaarn more about the causes of a general
phenomenon, if we study cases that vary in theevafitheir dependent variable. The reason for this
is that studies that only look at cases in whiahdlbitcome is either present or absent lack a Inasel
for comparison. Against this background, and ihtligf the project’'s primary research objective — to
explain variation in the level of inclusivenesschames with a high, a medium, and a low level of

inclusiveness have been selected.

The RSB, RTRS, and BSI/Bonsucro have been seldotednother reason. As can be seen from

Figure 1 (Chapter 1, Section 1.5.3), agricultureugently the most dynamic site of MSI diffusion.
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The mapping analysis identified 12 MSlIs which argently operating in this sector. Today, MSls set
sustainability standards for cotton, sugarcand, loeeoa, biofuels, flowers, palm oil, soy, andfeef

In other words, multi-stakeholder sustainabilityvgmance has become an important source of
regulation in the global economy of agriculturer Bogood reason: agriculture is the sector with the
highest environmental impact of all economic sextgee Chapter 3 for details). However, the
emergence and evolution of MSIs in the agricultseetor remains underresearched. Currently, the
bulk of the MSI literature focuses on schemes enftrestry (Bloomfield, 2012; Cashore et al., 2004;
Gulbrandsen, 2009; Marx & Cuypers, 2010; Meiding®006; Overdevest, 2010), fishery (Auld,
2007; Constance & Bonanno, 2000; Gulbrandsen, 28@%¥agianni & Pattberg, 2013a, 2013b;
Ponte, 2006), and apparel (Bartley, 2003, 20070692Blowfield, 2002; L. W. Fransen, 2011, 2012a,
2012b; O'Rourke, 2006) sectors. Only recently heorelars begun to examine agricultural MSIs in
more detail (Ponte, 2013; Schouten et al., 201@)bdbly, the reason for this is that the forestigl a
apparel sectors are constitutive sites — it wag hdrere MSIs first emerged as a mode of global
sustainability governance. In contrast, most ofagecultural MSIs have been created since the mid-
2000s. Therefore, by studying the RSB, RTRS, anddE®8&sucro in-depth, this dissertation also fills

an empirical gap in the literature.

2.5.3 Methodology
For the empirical analysis, the project combinegass-case comparison with process-tracing. The

following discusses the rationale behind this appho

The comparative method can be a powerful techniquadrawing causal inference from a small
number of cases (Lijphart, 1971). Its logic is ded from John Stuart Mil'sA System of Logic
(1864). In this book, Mill develops the “methoddifference” and the “method of agreement”. In the
former, the researcher seeks to explain differeimceatcomes by finding two cases that are siniilar

all but one explanatory factor. Having thus “colé&d’ for alternative explanations, the varying
factor is then causally associated with the obskmagiation. In the latter, the researcher seeks to
explain a common outcome by varying all but onelaxgtory factor, again through careful case
selection. If all relevant variables are includadhe model, the constant factor must be a sufficie
condition for the observed outcome. In theory, Mlithethods are powerful inferential techniques. In
practice, however, they suffer from several shariogs. Mill's methods work through logical
elimination. But matching cases without verifyinpether the assumed causal mechanism really was
in operation can easily lead to spurious infereA¢go, Mill's methods operate on the basis of siag|
cause hypotheses and are thus unable to deteetrattharacterised by causal complexity such as
interaction effects (intervening variables) andjooational causation in which multiple independent

variables coproduce an observed outcome. Anothgrort@nt challenge is to meet the strict
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requirements of a controlled comparison — thabidind cases that vary in outcomes and in whith al

but one explanatory factor are constant (Georgee&rigtt, 2005: 153-161).

Process-tracing can help to overcome some of tivegations (Collier, Brady, & Seawright, 2004;
George & Bennett, 2005: 205-233). Instead of faugisbn co-variation, this within-case study
technique examines the observable implication@fcausal process hypothesised to be in operation.
It “seeks to uncover a causal chain coupling inddpat variables with dependent variables and
evidence of the causal mechanisms posited by ayth@®eorge & Bennett, 2005: 153). In this way,

it becomes possible to map out one or more poterdiasal paths that are consistent with both the
outcome and the process-tracing evidence. Thisvallthe comparative researcher to go beyond
correlation and thus to reduce the risk of spurimfisrence. Also, by studying cases in-depth, the
technique is well suited to examine hypothesisetiepss of complex causality. Finally, process-
tracing makes cross-case comparisons possibleiestinations in which not all but one explanatory

factor can be controlled (George & Bennett, 2005%t)2

The empirical investigation starts with a withirseaanalysis, followed by a comparison across cases.
For the within-case analysis, the analytical framéwndeveloped in Section 2.4.4 will be used as a
structuring device. For each of the three caseprbeess of diffusion will be traced, from the pgaif
origin to the point of adoption. Then, the findinffsm the single case study chapters will be
compared across cases, with the goal of identifyimg factors that have caused the observed

variation.

2.5.4 Data Collection

Data sources used for the empirical analysis imclogeeting minutes, constitutional documents,
background documents, and websites as well asvieterdata. The period of investigation spans
from the initiation of an MSI to the finalisatiori the standard-setting process — typically, a gedb

4-6 years. With regard to primary documents, tredyesms mostly relied on the meeting minutes of the
three MSiIs’ central decision-making bodies as gooirtant source of information. For the case of the
RSB, a complete set of meeting minutes of the R8Bafd its stakeholder chambers could be
obtained, covering the years 2006-2011. Most doowgsnevere publicly available from the
organisation’s website; others could be obtaineshugquest from the RSB secretariat. The detailed
meeting minutes allowed an in-depth analysis dadrimal decision-making processes and interactions
between stakeholder groups. The quality of the anyndocuments was of a similar high quality for
the case of the RTRS. For the period of investigat?004-2011), a complete set of meeting minutes
of the RTRS board and GA could be obtained. Also,this case most documents could be

downloaded from the organisation’s website or waesle available by its secretariat. Accessing the
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meeting minutes of BSI/Bonsucro’'s central decisimaking body was more difficult. The
organisation does not publish its meeting minutest® website and its secretariat declined several
requests to share these documents. Still, a lamgeber of meeting minutes of BSI/Bonsucro’'s SC
could be obtained through other channels, whidwatl important insights in the formation phase of
this scheme (2005-2011).

The information from the meeting minutes, constinél documents, background documents, and
websites was triangulated and complemented thrimighviews. The interviews targeted people who
had played important roles in the formation phatehe three schemes, but people not directly
involved in multi-stakeholder sustainability govance or critically opposed to it were also
interviewed. In total, 51 interviews were conduc{sde Appendix 1): 18 people were interviewed
about the RSB, 15 people were interviewed abouRFRS, and 18 people were interviewed about
BSI/Bonsucro. The interviews were conducted in-per@N = 16) as well as by phone (N = 35). The
approach taken was that of a semi-structured irg@rvin contrast to standardised interviews, semi-
structured interviews are conducted using a moesn dgamework with the aim of ensuring flexibility.
In this regard, semi-structured interviews are dgfy organised around an interview guide —
containing topics or themes to be covered durimgitiberview — rather than a sequenced script of
standardised questions (see AppendixF)r the purpose of this dissertation, the intevgievere
guided by the analytical framework developed abdvewever, depending on the interviewee and
his/her knowledge about different aspects of thestjan under investigation, the approach taken

allowed adapting the sequence and type of quesdisked during the interview.

2.6 Conclusion

Beginning with a more focused review of how schelsave studied processes of institutional
diffusion in the area of multi-stakeholder sustaility governance, this chapter revealed a
gap in the current literature. Whereas much oketlrdy MSI literature has studied the process
of initial institutional emergence, more recent kshave focused on diffusion in the context
of institutional isomorphism or convergence betwegisting organisations. In contrast, only
a few scholars have looked at the institutionafudibn of the MSI organisational model

itself. The works that do exist describe procesdeselective imitation and learning and how
they have transformed the MSI institutional mod&bwever, we still know little about the

cause-and-effect relationships that make diffusiositomes vary.

In order to address this gap, this chapter turnedidcus towards diffusion “theory”. It

defined institutional diffusion as a causal procélsough which institutions and their
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elements are transmitted through time and spacdgiséussed why and when institutional
diffusion occurs, and what its primary mechanismd autcomes are. Having introduced the
concept of diffusion, the chapter then identifiacet different stages in the diffusion process
(source selection, transmission, and adoption).edah of the stages, hypotheses about the
cause-and-effect relationships that influence ditin outcomes were formulated. Integrated
into a causal model of diffusion, these hypothdas&e the form of intervening variables.
They intervene in the diffusion process, causingoitproduce more or less inclusive
institutional outcomes. To empirically examine tmsodel, the chapter closed with a
discussion on methodology and research designd&pendent variable (inclusiveness) was
operationalised and the rationale behind the cadectton and research method was
explained. For the empirical analysis, three MSisrating in different agricultural sectors
were selected. They will be subject to a withinecasalysis (process-tracing), followed by a

Cross-case com parison.
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Chapter 3: The Global Political Economy of Agriculture

3.1 Introduction

It is the purpose of this chapter to provide thedes with background information about the
agriculture sector and thus to set the scene cése study chapters which follow. After a
brief introduction, the next section sketches theetbpment of the global political economy
of agriculture from the emergence of agriculturatle in the colonial era to today’s globally
integrated agro and bioenergy supply chain. Theptelnahen turns its focus towards the
major sustainability challenges faced by the setriday, describing how addressing these
problems is complicated by the industry’s transoval character. Finally, the role of private

governance, and that of MSls in particular, is assed.

The agriculture sector spans a wide range of aietsviincluding crop and livestock farming,
fishery, and forestry. Its primary purpose is tlevgsion of human food, animal feed, and
fibre. To this day, the sector continues to berapartant aspect of global economic activity.
It still employs approximately 35 per cent of thik@l workforce (ILO, 2011: 20) and
provides the livelihoods for large segments ofweld’s population — above all this is true
for developing countries (IAASTD, 2009: 2). Alsopternational trade in agricultural
commodities remains significant. In fact, in recgaars, high prices on international markets
have triggered a boom in the trade in agricultwamnmodities. According to the trade
statistics of the World Trade Organization, agtierdl trade grew at an annual rate of 14
percent in the period 2005-2011 (WTO, 2012: 63).

The world agricultural economy is characterisedabyultiplicity of production systems. It
ranges from traditional systems in which food, airfeed, and fibre are produced and
consumed locally, to transnationally integrated oagdustries. The ETC Group, an
environmental advocacy group, estimates that abf@utper cent of global agricultural
production is still produced using traditional gyss such as peasant agriculture and hunter-
gathering (ETC Group, 2009: 1). Typically, thesede® of production play an important role
in developing countries, particularly in the leasveloped countries. Here, a significant
proportion of the active working population is Iséhgaged in subsistence farming, with an

average farm size of below two hectares (IAAST2®).
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Although traditional agriculture remains importaagriculture — like other sectors — has
undergone a process of globalisation (Higgins & teawe, 2005). Industrialisation, the
lifting of trade barriers, lower transportation tgsand the rise of large processing and retail
corporations have facilitated the sector’s transnat integration and led to a concentration
at almost all stages of the agro-supply chain. &hs/elopments have had implications for
the distribution of power within the sector, putfisome companies in the position of being
able to exercise control over prices and the candtof production (Clapp & Fuchs, 2009).
At the same time, it changed the relationship betwsompanies and public regulators, with
the latter finding it increasingly difficult to retate the industry’s transnational production
networks. However, given the industry’s dauntingtainability challenges, the question of
regulating global agriculture is growing in urgen@gricultural activity is a major driver
behind soil degradation, deforestation, and clincdi@nge. In fact, agriculture is considered
to be the largest emitter of greenhouse gases (Ebf@d economic sectors (Clay, 2004). At
the same time, problems with food security, pobola standards, and land grabs, as well as
food safety, remain important issues. Furthermttre,advent of biotechnology and biofuels
has sparked much debate about the sustainabilttyeajlobal agrifood system in recent years
(Clapp, 2012).

Despite the urgency of the matter, implementingeai¥e social and environmental
regulation remains difficult. In the countries dfet South, where most of the social and
environmental externalities occur, weak administeatcapacities are among the main
obstacles for achieving sustainability goals. Amdtie North, where states are strong,
regulators remain constrained by national borders therefore find it difficult to regulate
transnational production networks. At the same tistates are as reluctant as ever to confer
regulatory authority to supranational bodies sushtlae FAO or the United Nations
Environment Programme. In this situation, the gevsector and civil society have become a
major source of regulation in the global politieonomy of agriculture. Initially lagging
behind other sectors in terms of corporate so@aponsibility (World Bank, 2004), the
sector has evolved into one of the most dynames if private sustainability governance in
recent years. Over the course of the last two deszaal large number of private regulatory

arrangements have emerged in the industry, amamg thany MSiIs.
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3.2 The Globalisation of Agricultural Production and Trade

Like other sectors, agricultural production is gesingly global in nature. This section traces
this development from the emergence of agricultiradle in the colonial era to today’s

highly industrialised and transnationally integdaggro-supply chain.

3.2.1 Agricultural Trade in the Colonial Era

Historically, global markets for agricultural comditbes are not a new phenomenon. As
described by Clapp (2012), throughout history agunical markets have had an international
dimension to them. Once-exotic commodities like, sgppices and sugar have been traded
over long distances for centuries. However, lamg@es international trade in agricultural
products first occurred during the colonial erariDg this period, European powers created
plantations for key crops in their overseas coleried established international trade routes.
Much of the colonial trade in agricultural produatss organised by private trading
companies. As a precursor of the modern transraticorporation (TNC), the British East
India Company, for example, established tradinggpasd operations throughout India. Until
its divestiture in 1874, the company controlled muwd Britain’s trade with the Asian
subcontinent. Also, other colonial powers such las Metherlands, Portugal, and Spain
established trading companies during this periddg; 2012: 8, 92).

In the eighteenth and nineteenth centuries, intermal trade in agricultural products
intensified further. The industrialisation of Biitaand other European countries enormously
increased their demand for imported food productserals, and organic raw materials.
These goods were required both to sustain acceterpopulation growth and as raw
materials for the quickly expanding manufacturiegters in these countries (O'Brien, 2004
9). During this period, trade volumes increaseddigpand so did the range of products
traded. Whereas early colonial era trade was hargehfined to tropical luxury goods,
nineteenth century agricultural trade was much deoaBesides exotic products from the
colonies, it also included trade in temperate agfuical products such as wheat and maize.
Markets for agricultural products integrated atioral levels and were increasingly traded
intercontinentally. It was these developments inojga, and later North America, which laid
the foundation for today’s global agricultural eoary. However, it was the emergence and
spread of industrial agriculture, the reductiontraide barriers, and the rise of large agro-
TNCs which completed this process (Clapp, 2012: 24)
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3.2.2 The Emergence and Spread of Industrial Agridture

The industrialisation of Europe and North Americat only increased the demand for
agricultural products, it also fundamentally chahgiee way in which agricultural products
were produced and processed. The industrialisafiagriculture began in the late nineteenth
century and fully unfolded in the first part of theentieth century. The process was driven
by policies in major industrialised countries. TW8, Australia, Canada, and the countries of
the European Community actively promoted the deweknt and adoption of the industrial
agricultural model. They funded agricultural reskarprovided farm subsidies and other
forms of support. These policies were a major dribehind the spread of industrial
agriculture and the subsequent emergence of exparkets for agricultural commodities
(Clapp, 2012: 11-12).

In the US, the industrial agriculture model wasrpoted from the mid-1800s. An important
factor was the establishment of government-ledcatitiral colleges throughout the country.
They conducted research on the technical and #eieaspects of agricultural production.
Major innovations included the mechanisation ofnpteg and harvesting, and mono-
cropping as well as the use of new hybrid seedspmsticides (Clapp, 2012: 26). While
industrial agriculture did not become the domimawoide of production until after the Second
World War, it progressed rapidly in the decadetowang it. This process is exemplified in
the case of the US broiler chicken industry. Unhie 1950s, broiler production was
undertaken by a large number of mostly small andiume sized farms, evenly distributed
over the US territory. But industrialisation fundamtally changed the way in which broilers
were produced and processed. All stages of theuptimah process (feed production, broiler
production, and broiler processing) became incngdgiconcentrated. In the period from
1950 to 1978, the number of poultry farms decredised 1,636,705 to 31,743 and much of
the production capacity was shifted to the southhef USA. During the same period, the
volume of production increased fifteen-fold from0OS&illion chickens in 1950 to 8.9 billion

in 1978 (PEW Environment Group, 2011: 6).

The industrialisation of agriculture was accompdni®/ policies that heavily subsidised
farmers and protected them from foreign competitionthe US, the federal government
introduced price supports, farm credit schemes, ianpobrt tariffs as part of the New Deal
economic policies of the 1930s. Similar policiegavenplemented in Europe. Following the

Second World War, war-torn Western Europe was giet of large amounts of US food
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aid, but quickly rebuilt its agricultural produatiocapacity. In fact, the newly formed
European Community spent the majority of its budgetits Common Agricultural Policy.
This policy established a system which combineéafiand indirect farm subsidies with a
range of protectionist measures, many of whiclstildn place today (Clapp, 2012: 26-27).

In the aggregate, these policies led to large fogluses. Rich country governments reacted
by buying large quantities of produce for whichrthevas no market, creating the so-called
“butter mountains” and “wine lakes” of the 1970s1ak©80s. However, excess production
became increasingly problematic, due to high stagsts and the downward pressure it put
on prices. But instead of reducing production capagovernments in Europe and North
America channelled their food surpluses into foadl programmes and launched export
promotion schemes. In this way, they hoped to ctanestic markets, while at the same
time protect the livelihoods of farmers. Besidds #ttonomic motive for pursuing an export-
oriented strategy, there were also humanitarianpatitical motives. After the Second World
War, many of the newly independent countries inoafiand Asia experienced food shortages
and large parts of the population suffered frommutltion and hunger. At the same time,
the US in particular had strong political motives foroviding food aid to developing
countries. As tensions with the Soviet Union inseshduring the 1950s, the US government
was eager to prevent countries in Asia and Africanf becoming communist. The domino
theory of the time predicted that if one state imegion came under the influence of
communism, then the surrounding countries wouldcldui follow in a domino effect.
Against this background, it was reasoned that stupgpldeveloping countries with food aid
would help to contain Soviet influence. Channelliegcess production into food aid
programmes, however, was not the only way througfchvNorth American and European
countries tried to reduce their food surpluses. tAao policy instrument was export
promotion programmes. Launched in the 1970s ands9ese policies included export
credits and direct subsidies for agricultural exp¢Clapp, 2012: 28-33).

Persisting food shortages in large parts of theslbgng world, however, soon made clear
that food aid alone would not solve the problemthis situation, policy-makers in North
America and Europe came to believe that only extersgricultural reform could provide a
durable solution. Through industrialisation, depehgy countries should fundamentally
restructure their agricultural sectors. It was hbpgeat this would reduce developing

countries’ dependency on foreign, particularly @bviood aid. With reference to the Russian
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Red Revolution, the promotion of industrial agrioné was labelled the Green Revolution.
Led by the US Agency for International Developméehé programme involved assistance to
mechanise production and adopt modern croppingniqobs as well as the provision of
high-yielding crop varieties and synthetic ferglis and pesticides. Green Revolution-style
reforms were first introduced in Mexico in the 1a@40s. They then spread rapidly across the
developing world. The adoption of industrial aghate strongly increased yields in
developing countries, although to different degrees Asia, cereal production doubled
between 1970 and 1995. Also, Latin America experdnsignificant yield increases. In

contrast, gains were much more modest in Sub-Sal#dreca (IFPRI, 2002).

In sum, the industrialisation of agricultural pration and the global diffusion of this model
laid the foundation of today’'s global agricultumtonomy. Following the Second World
War, Europe and North America began to donate apdréetheir food surpluses. At the same
time, the Green Revolution fundamentally transfatrdeveloping country agriculture. As a
result, countries in Latin America and Asia suctidgsmanaged the transition from being
food aid recipients and net importers to becomirggjomproducers and exporters. Notably,
Argentina, Brazil, Malaysia, Indonesia, and Thailavere able to build large export-oriented

agro-industries.

3.2.3 The Reduction of Trade Barriers and the Expasion of Export Markets

International trade in agricultural commodities wasd remains, restricted. Developed and
developing countries alike shield their domestiakats from foreign competition through
tariffs, quotas, subsidies, and other barriersadd. In particular, the EU continues to heavily
subsidise its agriculture sector. For example,0d® the EU still spent around 50 per cent
(approx. US$ 70 billion) of its budget on its Commagricultural Policy, of which the lion’s
share was spent on direct farm subsidies (EU, 20A@hough declining, the level of
agricultural subsidies continues to be high in ptimelustrialised countries as well. The
Organisation of Economic Co-operation and Develagm@ECD) estimates that its
members spent US$ 265 billion on agricultural sdilesi in 2008. Although still high, this
was the lowest level since the mid-1980s (OECD 9260.

There are several reasons for the high level dieptimnism in the agriculture sector. One is

that farmers are typically well organised. Agricué has lost its significance as a major
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employer in much of the developed world — on averia@ccounts for less than 3 per cent of
the total workforce (FAO, 2012a: 118). Howevernidobbies in Europe and the US remain
powerful and continue to exercise a significantuahce over policy-makers (Botterill, 2005;
Riedl, 2002). Another reason has to do with nafiosecurity. Industrialised countries
governments fear that their agricultural sectorsildbanot withstand competition from low-
cost countries. Against this background, it hasnbeegued that this would create
vulnerabilities and pose a risk to national segufWinters, 1990). These and other factors
explain why barriers to trade remain relativelytig agriculture when compared to other

sectors (e.g. manufacturing).

However, with the advent of economic liberalismri@gture has also seen a reduction in
barriers to trade. Notably, developments in theOE%8d 1990s led to a partial liberalisation
of the sector. In the 1980s, a severe debt crif@stad large parts of the developing world. In
the years preceding the crisis, high inflation sagmasily available credit, and the oil shocks
of the 1970s led many developing countries to acdate large external debts. In many
cases, the creditors were private banks in theAdSnterest rates rose sharply in the early
1980s, many developing countries, in particular Liatin America and Africa, found
themselves unable to pay their external debts. 9821 Mexico was the first country to
publicly declare that it would default on its debhere was a great risk that other countries
would follow suit in a domino effect. In order tortain the situation and to prevent further
countries from defaulting, the international finemdnstitutions (IFIs) (i.e. the World Bank
and the International Monetary Fund) began to pl®wmergency loans to heavily indebted
countries. These loans, however, came with stratigehed. The IFIs made them conditional
on so-called structural adjustment programmes. rifisdly, these structural adjustment
programmes consisted of a set of neoliberal reforescriptions, also known as Washington
Consensus policies. The term Washington Consenses lgack to the US economist John
Williamson. It describes a neoliberal reform ageifidia developing countries which was
crafted by the Washington-based IFls and the U&sIng. This reform package comprised
policies such as fiscal discipline, privatisatialeregulation, and liberalisation of trade and
foreign direct investments (Naim, 2000: 89). In twake of the foreign debt crisis,
Washington Consensus policies were adopted widelyughout the developing world. As
agriculture typically plays an important role iretle countries, this had a liberalising effect
on global agricultural trade. The results of thesdicies were mixed. In some cases,

developing country producers benefited from highierld market prices. However, in other
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cases, the availability of cheap imports becameohlem for domestic producers (Clapp,
2012: 59-63).

The trade negotiations under the Uruguay RoundG119®4) brought further liberalisation.
Until then, trade in agriculture commodities wagy&y exempted from free trade rules. In
particular, countries with highly subsidised agitiere sectors such as the European
Community had so far strongly and successfullystedi making agriculture a subject of
previous trade talks. However, prior to the laun€lthe Uruguay Round pressure to include
agriculture as an official agenda item mounted. Ajan driving force behind this was a
coalition of countries with large export-orientedraindustries. The coalition, which
includes developed and developing countries, firet in the Australian city of Cairns and
therefore became to be known as the Cairns gfbEgsentially, the members of the Cairns
group were unwilling to continue to accept the higlel of farm subsidies in some countries
and their trade-distorting effects (The Cairns @ramebsite). Concerned with the high costs
of agricultural subsidies, the US government waso aupportive of the idea of trade
liberalisation in this area. Eventually, the preditrade coalition was able to build up enough
pressure and agriculture was made an official agéed. After eight years of negotiations,
the Uruguay Round agreements included an Agreememigriculture. The Agreement of
Agriculture’s central aim was to eliminate cert&ypes of subsidies which were considered
to be particularly trade-distorting such as prigport subsidies or subsidies directly related
to production quantities. Overall, the Agreementgniculture led to a liberalisation of trade
in agriculture. However, it has been strongly cised for its various loopholes which allow
rich country governments to continue many of thede-distorting policies (Clapp, 2012:
63-76).

Protectionist barriers continue to be high in agtice. Nevertheless, the volume of
agricultural trade has increased significantly dgnecent decades. In the 1980-2011 period,
trade in agriculture increased more than five-foton US$ 299 billion to US$ 1,659 billion,
with an annual growth rate of 14 per cent overléise five years (WTO, 2012: 66). Although
the US and the EU remain the largest exportersgatatural commodities, global trade

patterns are changing. Emerging market economigls asi Argentina, Brazil, China, India,

18 The members of the Cairns group were Argentinatralia, Bolivia, Brazil, Canada, Chile, Colomb@opsta
Rica, Guatemala, Indonesia, Malaysia, New ZealRa#tistan, Paraguay, Peru, the Philippines, Souticaf
Thailand, and Uruguay.

91



Indonesia, Malaysia, and Thailand are rapidly expan their export-oriented agricultural
sectors and their global market share is growingr@Q)V2012: 69). In particular, Latin
American countries have experienced high growtlestaSince 2000, Latin America has
experienced the largest growth of net trade (esporinus imports) of any region (FAO,
2012a: 103-104).

3.2.4 Toward a Globally Integrated Agro and Bioenegy Supply Chain

Local food systems and peasant farming remain goftant aspect of agricultural activity.

According to estimates of the ETC Group about 70ceat of the world’s cultivated food is

still produced and consumed locally (ETC Group, 20D). However, a growing share of
agricultural production enters global markets amgroduced and processed within highly
concentrated and transnationally integrated agpplgichains.

Corporate concentration and transnational integmadre not an entirely new phenomenon in
the agriculture sector. As mentioned above, th&dBriand the Dutch East India Companies
had been involved in the international trade witbte goods centuries ago. Also, some of
the major agro-commodities companies, which sbiinthate the industry today, trace their
origins back to the mid-1800s. In this period, grecess of industrialisation, urbanisation,
and the quickly expanding populations in Europe #mel US dramatically increased the
demand for food, feed, and fibre. This demand coultlbe satisfied locally and required
international trade in foodstuffs and animal feedam unprecedented scale. It was in this
context that the industry’s large grain trading pames such as Archer Daniels Midland,

Bunge, Cargill, and Louis Dreyfus emerged.

Agricultural production has long had a transnatiaiaension. However, the current degree
of corporate concentration and transnational iratign is historically unparalleled. Similar to

developments in other sectors, the industry is i@t increasingly globalised. The process
has its roots in nineteenth and twentieth centechnological innovations such as food
canning, refrigeration, freezing, and the use ofnaical preservatives. These techniques
significantly increased the durability of food prmtls, making it possible to transport them
over long distances. Advances in information tedbgng lower transportation costs, and the
above-discussed reduction of barriers to trade lartleer accelerated this process in recent

decades. As a result, agricultural production, @sstlg, and retailing are increasingly
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transnational in nature and are dominated by lahgeizontally and vertically integrated
companies (Clapp, 2012: 92-96).

A second trend which is currently transforming ingustry is its increasing interlinkage with
the energy sector. The process is driven by pudliergy policies in major industrialised
countries. In the early 2000s, policy-makers inEueand US started to promote biofuels as
a means to reach GHG emission reduction targesterfeenergy security, and stimulate
development in rural areas at home and abroad (EfAsite; EU Commission, website).
These policies created large markets for biofuggificantly increasing the demand for so-
called energy crops (e.g. maize, oil palm, rapesseyl and sugarcane). For example, over
the last decade, ethanol production in the US araziBgrew by 780 per cent and 140 per
cent respectively. In 2012, it absorbed over 50ceat of Brazil's sugarcane crop and 37 per
cent of the coarse grain crop in the US. In the edghe EU, biodiesel production accounted
for almost 80 per cent of total vegetable oil pretchn (FAO, 2012a: 102-103). The FAO
forecasts that the use of food crops for energpgaes will increase further in the future (see
Table 7). As a result, the agro and energy suppigtins are becoming increasingly

intertwined.
Table 7: World Use of Crops for Biofuels
Crop Unit 2005 2030
Cereals Million tonnes 65 182
Percent of total use 3.2 6.7
Vegetable oils Million tonnes 7 29
Percent of total use 4.8 12.6

Source: FAO 2012b, p. 92

The agro-supply chain can be divided into five ma@gments: input provision, production,
trade and processing, retail, and consumptionsh&pe has been repeatedly described as
resembling that of an hourglass (e.g. Vorley, 20@3)arge number of upstream producers
and end consumers transact with a small numberogepsing, trading, and retail companies
which occupy the middle and downstream segmentiseoagro-supply chain. The hourglass
analogy only works if agricultural input companiase not considered (see Figure 9).
However, the more general point is that corporateentration is highest at certain stages of
the agro-supply chain and that this has crucialicapons for the distribution of power and
value-extraction within the industry. Large TNCsatttoccupy key positions in the agro-

supply chain are able to set prices for producads @nsumers and to influence the rules
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under which they operatd.The following provides a more detailed descriptadrthe agro-

supply chain and some of its major corporate pkyer

Figure 9: The Agro-Supply Chain

Upstream
Input
Production
Trading/processing
Retail
Downstream
Consumers

At the upstream end of the supply-chain are congsapioducing agricultural inputs such as
agrochemicals (e.g. pesticides and fertilisers) sewtls. Following the rise of biotechnology
in the mid-1990s, a wave of mergers and acquigtioas fundamentally restructured this
industry segment, leading to a very high level ofporate concentration. According to the
ETC Group, the top five seed companies accounte&3er cent of global sales in 2009
(see Table 8). Many of these companies (e.g. Syagé&fonsanto, and DuPont) are also
leading producers of agrochemicals (ETC Group, 2@5). The reason for this is that GM
seeds such as, for example, Monsanto’s RoundupyR&aybeans have been specifically
designed to be used with certain brands of fegtdisherbicides and pesticides (Clapp, 2012:
102-108).

9 For a detailed discussion see Gereffi & Fernargtark (2011).
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Table 8: The World’s Top Five Seed Companies

Company (headquarters) Seed sales 2009 (US$ milljon| Global Market share (percent)
Monsanto (USA) 7,297 27

DuPont (USA) 4,641 17

Syngenta (Switzerland) 2,564 9

Groupe Limagrain (France) 1,252 5

Land O’Lakes/WinField 1,100 4

Solutions (USA)

Total Top 5 16,854 62

Based on ETC Group 2011

Among the various supply chain segments, the ptomustage is the least concentrated.
There are plantation companies which grow banamwdfee, cocoa, sugarcane, soybeans, and
oil palm on a large scale. For example, the Malysiased Sime Darby Plantation has close
to 900,000 hectares under cultivation, mostly wittpalm (Sime Darby Plantation, website).
Another example is the Brazilian soy industry whieds seen a significant increase in farm
sizes since the 1980s. Brazil's largest plantatmmpany, Grupo Andre Maggi, has currently
more than 150,000 hectares under soybean (Vor(#3:263). However, when compared to
other segments of the agro-supply chain, corparateentration remains relatively low at
the production stage. The bulk of global agric@dtuwutput is still produced by individual

farmers and small and medium sized companies.

However, corporate concentration is again more quaned in the trade and processing
stages. For example, the top four grain tradingpaomes (Archer Daniels Midland, Bunge,

Carqill, and Louis Dreyfus) control approximately-90 per cent of the world trade in grains
and oilseeds. Similar high levels of corporate emtiation can be observed in the global
trade in bananas, cocoa, and tea (Clapp, 2012028-Also, food and beverage processing is
becoming increasingly concentrated, with TNCs liKestle, PepsiCo, and Kraft Foods

holding dominant positions in the market (ETC Gra2@l11: 39).

At the downstream end of the agro-supply chainailrehas undergone profound
transformation. Until a few decades ago, the resadtor in the EU and the US was
characterised by small, independent shops. By dhlg £990s, most of them had given way
to large, transnationally operating supermarketinshgsee Table 9). With over 2 million
employees and grocery sales of US$ 191 billion Wainis the world’s largest retall
company. The company accounts for 10 per cent efgitocery revenues earned by the

world’s top 100 retailers. Walmart and other indy$taders such as Carrefour and Tesco are
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also expanding rapidly in emerging market econornsigsh as China, India, Russia, and
South Africa. Today, Walmart, for example, operé388 shops in 124 Chinese cities, with
90,000 employees and annual sales of approximbk8tly 7 billion (ETC Group, 2008: 22-

24; 2011: 37-38).

Table 9: The World’s Top Five Retailers

Company (headquarters) Grocery sales (US$ million) | Number of countries of
operation

Walmart (USA) 191,711 15

Carrefour (France) 104,290 34

Schwarz Group (Germany) 65,012 23

Tesco (UK) 63,288 14

Aldi (Germany) 62,268 15

Based on ETC Group 2011

Furthermore, with the advent of biofuels, energypanies have become major players in
the agro-supply chain. This includes large fueltriigting companies such as BP,
ExxonMobil, Petrobas, and Shell as well as compasieecialising in the production of
biofuels. According tdnergy Digital an industry gazette, five of the world’s majoofoiel
companies are Australian Renewable Fuels, Blue Eihanol Fuels, Cosan, and Coskata
(Energy Digital, 2010). Often, the production anstribution stages are closely integrated. In
2011, Shell and Cosan, for example, created tim ya@inture Raizen which will produce and
sell over 2 billion litres of ethanol from Brazitiasugarcane every year (EcoSeed, 2011).
Also, many of the “traditional” agro-TNCs are hdguvnvolved in the bioenergy business.
Archer Daniels Midland and Louis Dreyfus, for exdeyprank among the world’s largest

biodiesel producers (Farm Industry News, 2012).

Corporate concentration in certain segments o&gre-supply chain has had implications for
supply chain governance. It has created power agyres, notably between upstream
producers and the more highly concentrated dowersirend of the supply chain. This has
put large retailers, consumer goods manufactuegrd,trading companies in the position to
be able to influence prices and to determine theditions of production (cf. Fuchs,

Kalfaggiani, & Arentsen, 2009). However, corporatencentration and the industry’s
increasing transnationalisation have not only affiédntra-supply chain relationships; they
have also changed the relationship between indastgrs and public regulators. According
to Higgins and Lawrence (2005: 1), “where, previpusthe nation-state exercised
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considerable control over the regulation of agtimg, the rise of TNCs in the agribusiness
industries (...) has resulted in a reconfiguratiorpolfitical power in which the state is no
longer the predominant acto(Higgins & Lawrence, 2005: 1). This raises questi@atout
how to govern global agriculture, especially imligof the daunting sustainability challenges
faced by the industry today.

3.3 Sustainability Challenges

At the beginning of the 21 century, the agriculture sector is confronted bfficdilt

challenges. The industrialisation and intensifmatof agricultural production around the
world has had severe ecological effects on soitgery biodiversity, and our climate. At the
same time, food insecurity, poor labour standaeshsl land grabs continue to negatively
affect large parts of the developing world. Furthere, the advent of biofuels and
biotechnology has created new environmental anthlspsks. In the future, these problems
are likely to intensify due to both an increasedanded for agricultural products from a

growing world population as well as changing diatkey developing countries.

3.3.1 Ecological Impacts

The intensification of agriculture has had seve@aical effects. One major problem is the
degradation of soils and water quality. Historigalfarmers have managed soil fertility
through crop rotation and long fallow periods. Witike spread of industrial agriculture,
however, these techniques have largely been abaddamstead, industrial agriculture relies
on mechanisation, mono-cropping, irrigation, an@ thse of synthetic fertilisers and
pesticides. Due to industrialisation and intenaifien, world agricultural production has
nearly tripled over the last 50 years while theaané cultivated land has only grown by 12
per cent during the same period (FAO, 2011: 17)wéier, these production gains have
come at a high cost. Industrial agriculture hasrgjty degraded the land and water systems
upon which it depends. In some areas, the impax severe that production and livelihoods
are compromised. The FAO estimates that approxlgna@te per cent of the world’s arable
land and its associated water systems are nowyhitigraded (FAO, 2011: 18).

A closely related problem is the loss of biodivgrsiMonocropping and the widespread

adoption of hybrid seeds have significantly reduceap diversity around the world. As a
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result of the Green Revolution, diversity loss hmesen particularly pronounced in the
developing world. Today, 90 per cent of the wh&atper cent of the rice, and 60 per cent of
the maize planted in these countries are moderneties. Besides reducing crop diversity,
intensive farming methods have resulted in a Idssatural habitats for birds, insects, and
small animals (Clapp, 2012: 50-51). For exampldl-sun monocrop coffee fields in

Colombia and Mexico have been found to supporté&Ocpnt fewer bird species than shade-

grown coffee systems (Killebrew & Wolff, 2010: 4).

Agriculture is also a major emitter of GHGs andréfiere a key driver behind climate
change. It is estimated that approximately 15 et of global GHG emissions result from
agricultural activity. These include emissions frimestock farming, the burning of biomass,
and soil management, as well as land use changearticular, the large-scale conversion of
forests, wetlands, and grasslands into arable ha®lsignificantly reduced the ability of
ecosystems to store and sequester carbon (IAASTIY: 211). However, agricultural activity

is not only a major driver behind climate chandes ialso severely affected by this process.
In particular, this is true for lower latitudes. these areas, climate change is expected to
increase the frequency and intensity of droughtsflnods. Also, sea level rises are expected

to pose a threat to deltas and coastal areas (E&Q1,: 23-24).

3.3.2 Social Impacts and Human Health

Besides these ecological challenges, food insgecyrdor labour standards, and land grabs
are major problems, particularly in developing does. Furthermore, the issue of food
safety has received much attention in recent yéarsd insecurity is “the inability to access
sufficient amount of safe and nutritious food” (Re& Kalfaggiani, 2010: 1). It was the food
crisis of 2007/2008 which brought food securityboaaoto the global political agenda. During
the crisis, sharp price rises on agricultural cordityomarkets made it difficult for highly
import-dependent countries, notably in Africa andiad to supply their populations with
basic food staples. According to the FAO, the sriscreased the number of undernourished
people by 75 million, bringing the total number@®2 million in 2007 (FAO, 2008). Since
then, food prices have fallen again, but they renmégher than before the crisis and hunger
and malnourishment continue to affect large pdrth® developing world (FAO, website-a).
Mittal (2009) identifies a range of short-term dodg-term causes behind the sharp price

rises in this period. These include a decline obgl stocks of grains, increased demand from
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emerging economies, the use of food crops for fwetluction, and speculation in financial
markets. As discussed in more detail below, theeadwof biofuels in particular has sparked

much debate about the sustainability of the glédad system.

Besides food insecurity, poor labour standards meraamajor problem in much of the
developing world. The International Labour Orgatia estimates that 60 per cent of the
world’s child labourers work in agriculture, which considered to be one of the three most
dangerous sectors in terms of work-related fagsljtnon-fatal accidents, and occupational
diseases (ILO, website). Also, human traffickingl &orced labour continue to be widespread
in the agriculture sector (ILO, 2005: 52). For exden in 2008, Amnesty International
reported about hundreds of incidents of forced labio Brazil’s rapidly growing sugarcane
industry (Reuters, 2008).

Furthermore, land grabbing has become an issuecent years. Land grabbing is an activist
term for large-scale foreign land acquisitions. fEhare varying estimates about the extent of
the phenomenon, which range from a low of 45 millieectares (World Bank) to a high of
227 million hectares (Oxfam). However, it is a wedtablished fact that foreign land
acquisitions have increased sharply in recent yddrs “scramble” for land is driven by
corporate investors, governments, and local elifegy take control over large quantities of
land in order to produce food, feed, fibre, andgueoften for international markets. In many
cases, these deals lack transparency and are talishdvantage of local communities
(Margulis, McKeon, & Borras, 2013: 2). Accordingttee Land Matrix Partnership, most of
the land acquired in the period 2006-2010 has lsed for biofuel production (40 per cent)
and is located in Africa. For example, in 2010, ri@se investors acquired 2.8 million
hectares of land in the Democratic Republic of @Gotaygrow oil palm for biofuel production
(ETC Group, 2011: 2; Sassen, 2013: 30).

Whereas problems with food insecurity, poor labstandards, and land grabs are mostly
confined to the developing world, the issue of faadety has received much attention in
developed countries. Over the last few decadesy@bar of high profile food scares such as
the “mad cow disease” crisis, discoveries of diaxifood products as well as outbreaks of
illness due to food-borne pathogens (e.g. salmaneikoli, and listeria) have led to growing

concern among rich country consumers. This hasgige to controversial debates about the
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industrial mode of agricultural production and distrimental effects on human health and
animal welfare (IAASTD, 2009: 34).

3.3.3 Biofuels and Biotechnology

The advent of biofuels and biotechnology is thoughexacerbate some of the problems
discussed above. The large-scale production ofibisthas been criticised on various fronts
(Biofuelwatch, 2007; Friends of the Earth Europ@)& Oxfam International, 2008). One
major issue is their carbon intensity. Biofuels éndeen promoted as a means of reducing
GHG emissions and thus to reach climate changectiedutargets. However, official figures
often do not consider emissions emanating fromctliaed indirect land use change. Direct
land use change occurs when previously uncultivieted is converted to the production of
energy crops. Indirect land use change is a proaeswhich biofuels displace other
agricultural activities to previously uncultivateateas. These processes can result in an
overall negative GHG balance of biofuels when,drample, forests, peatlands or wetlands
are cultivated (Nuffield Council on Bioethics, 20Hp. 32-33). Also, the adverse effect of
large-scale biofuel production on food security heome a highly contentious issue.
During the food crisis of 2007/2008, Jean Ziedst, UN Special Rapporteur on the Right to
Food, even called them arfme against humanityand requested a five-year moratorium on
their production (The Guardian, 2008b). Furthermdrere is evidence suggesting that
biofuel production is a major driving force behifateign land acquisitions in Africa and

elsewhere (e.g. Oxfam, 2012).

Like the case of biofuels, the rise of biotechngldas sparked much debate about the
sustainability of the global food system. Bioteclmgy is not a new phenomenon. For
centuries, farmers have used breeding techniquesattipulate and change the genomic
properties of crops and animals in order to ina@ediseir yields. However, modern
biotechnology goes beyond traditional breeding negplres. Scientific progress in the area of
genomics has made it possible to transfer geness@pecies. The results are transgenic
crops, livestock, and fish which can be geneticatigineered to have favourable traits such
as pest, disease, and drought resistance. Howtbeeg, is a lot of uncertainty about the long
term effects of bioengineering on the environmerd human health (IAASTD, 2009: 12).
For example, there is evidence suggesting thatvidlespread use of GM crops — in 2009

about 77 percent of the world’s soybean crop was @WO Compass, website-a) — in
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combination with certain agrochemicals has givee tb so-called superweeds. Superweeds
are weeds that are increasingly resistant to cdrorel pesticides such as glyphosate (Adler,
2011). Furthermore, there are worries that GM cropgd pose a risk to biodiversity. By
means of out-crossing, transgenic plants could tress superior traits on to wild relatives.
This could enable them to out-compete other speCighcult to predict and control, such
processes could result in an overall loss of biedivy. Finally, there are concerns that GM
crops which produce their own pesticides may posgeat to non-target animal populations
as well as to human health (GMO Compass, website-b)

3.3.4 Future Challenges

World population is expected to grow from 6.1 bitliin 2000 to 8.9 billion in 2050 (United
Nations, 2004). Much of this growth will occur ievkloping countries, which will strongly
increase their demand for food. At the same tinetsdn these countries are changing from
staple foods to high protein diets. It is projectibt as a result of this world meat
consumption will increase from 37.4 kg/person/yeaR000 to over 52 kg/person/year by
2050. As meat production requires a high inputes€als in the form of animal feed, this too
will have a major impact on global food demand (UNE009: 17). Although production
growth rates are projected to fall until 2050 whmmpared to the 1961-2007 period, the
guantities needed to satisfy global demand willslgnificant. According to the FAO, by
2050, world cereal production will increase by 940lion tonnes (+46 percent) and meat
production by almost 200 million tonnes (+76 petteMuch of the additional cereal
production is estimated to be used for animal féed.example, approximately 60 per cent of
the additional 443 million tons of maize produced 2950 will be used for that purpose.
Furthermore, the FAO estimates that developing tamswill produce about 90 per cent of
the projected increase in global agricultural paittun, raising their share from 67 per cent in
2005/2007 to 74 per cent in 2050 (FAO, 2012b: 9b-Bst of the production increase (73
percent) will come from intensification (i.e. inaseng crop yields through mechanisation, the
use of synthetic fertilisers, pesticides, fungisidand potentially biotechnology). With 21
percent, the expansion of arable land is anotheoitant factor. However, there are strong
regional differences. Arable land expansion willdignificant in Latin America, but almost
absent in East Asia and North Africa. Furthermanereases in cropping intensities (i.e.
multiple cropping and/or shortening of fallow pets) will play a role (see Table 10).
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Table 10: Sources of Growth in Crop Production 2@0%0 (percent)

Arable land Increases in cropping | Intensification
expansion intensity

All developing 21 6 73

countries

Sub-Saharan Africa 20 6 74

Near East/North Africa| 0 20 80

Latin America and the | 40 7 53

Caribbean

South Asia 6 12 82

East Asia 0 15 85

Based on FAO 2012b: 93

Another trend in global agriculture is the expansod international trade (see Figure 10). In
the period 2010-2022, international trade in kegpsrsuch as coarse grains (corn, barley,
sorghum, rye oats, and millets), soybeans, and twhegmojected to grow by 49 per cent, 34
per cent, and 19 per cent, respectiv8lyiccording to the United States Department for
Agriculture, traditional exporters such as Austtaltanada, the EU, and the US will continue
to play a key role in the global trade in agrictdlucommodities. However, the department
estimates that developing countries will be themsaurce of growth in world agricultural
trade. Countries like Brazil have made significenvestments in their agricultural sectors in
recent years and they are expected to stronglgaser their presence in agricultural export
markets (USDA, 2012: 17-19).

% These figures have been calculated using tradepdavided by the United Stated Department for égtire
(USDA, 2012: 44-50).
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Figure 10: Global Trade in Soybeans, Wheat, andr€®&rains
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Source: USDA 2012: 19

The intensification and expansion of agriculturedquction are likely to exacerbate some of
the problems outlined above. In particular, thet@®s ecological footprint can be expected
to increase in the future. But also food insecutdpour standards, and land grabbing as well
as food safety are likely to remain important issudén combination with the
transnationalisation of production and the growingortance of developing countries in
agricultural export markets, this raises importaqestions about the design and

implementation of regulatory standards.

3.4 Regulating Global Agriculture: The Role of Private Standards

Making global agriculture more sustainable posdicdit challenges for regulators around
the world. In what could be dubbed old global agticral governance, states and IGOs were
the primary, and often only, providers of regulati®ule-making took place at the national
level, through international negotiations and withiGOs. Rule implementation and
enforcement mostly occurred through the state endgencies as IGOs typically lack direct
enforcement powers. However, in an increasinglybalised agricultural economy, the
effectiveness of this system is called into questim the countries of the South, weak
administrative capacities are among the main olestdor achieving sustainability goals.
And in the North, where states are strong, regrdatemain constrained by national borders

and therefore find it difficult to regulate transioaal production networks. At the same time,
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states are as reluctant as ever to confer authtoitgupranational bodies, and many
intergovernmental forums currently experience stakes as the result of an increasingly

heterogeneous international system (cf. Abbott &&n2009a).

Faced with this situation, public regulators, intysand civil society have turned toward
private standards as a source of regulation. Intrasih to public regulation, private
sustainability governance is largely unconstraibgdnational borders and the rules of the
international trade regime. Instead of relying ba state and its monopoly of force, private
sustainability schemes harness market forces. Ealgnthese systems function as clubs
(Potoski & Prakash, 2009). Firms striving for memnshép have to implement the club’s code
of conduct in their operations and, with the help poivate auditing firms, corporate
compliance is assessed. Compliant operators aneigheed with a certificate which they can
use to signal their sustainability performancedievant external audiences. Facing pressures
from regulators, civil society, and consumers t@argntee the safety and sustainability of
their products, downstream companies in partiqodesess strong incentives to participate in
these initiatives. They also play a key role in ihiplementation of private standards. As
detailed above, the downstream end of the agrohguppain is significantly more
concentrated than the upstream end. A large nurabgroducers interact with a much
smaller number of traders, processors, and retaildris puts the latter in the position to be
able to exercise control over prices, but alsonftuénce the conditions of production.
Through making their sourcing decisions conditiomal meeting certain sustainability
criteria, they can thus act as “enforcers” and en@nt private standards in their
transnational production networks. These qualibésprivate standards have made them
important players in the emerging system of gl@ggicultural governance.

Initially lagging behind other sectors, the agriaté sector has now become a dynamic site
of private sustainability governance (World BanRp2: 17-25). Over the course of the last
two decades, a large number of private standartersgshave emerged in the sector. In
particular, retail corporations have been veryvacin designing and implementing food

safety standards, but MSIs have also become arriam@ource of regulation in the sector.
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3.4.1 Industry Initiatives

Facing pressures from regulators, civil societyd anonsumers, retail corporations and big
brand consumer goods manufacturers have become jar rdaver behind private
sustainability governance in the agriculture sedsme Table 11). For example, with its
Sustainable Living Plan, food giant Unilever consnitself to sourcing all of its agricultural
raw materials sustainably by 2020 (Unilever, wed)siSimilar sustainability strategies have
been formulated by other leading companies in tigeistry such as McDonald’s, PepsiCo,
Coca-Cola, Starbucks, and Walmart (Dauvergne &kjs2012). Most big brand companies
are also engaged in initiatives at the industrglein particular, the consumer-facing retail
sector has been very active in designing and img@hdimg industry-level food safety
standards (Fuchs et al., 2011). Following the ltkatetroversy about the sustainability of
biofuels, there has also been a wave of privattubicstandards in recent years. The table
below does not provide a complete inventory, atslsome of the major industry initiatives

in the agriculture sector.

Table 11: Industry Standards in the AgriculturetSec

Standard System | Initiator Focus Description

British Retail British retail | Food safety BRC was created in 1998 in order ttueta the
Consortium Global| industry manufacturing of retailers’ own brand products. It
Standard for Food | association delineates more than 250 requirements including
Safety (BRC) comprehensive norms for food safety and quality as

well as personal hygiene of personnel. In 2002, a
Packaging Standard was published, followed by a
Consumer Products standard in 2003 and finally the
BRC Standard for Storage and Distribution in 2006.

International Food | German Food safety IFS is a standard developed by resagled wholesalers

Standard (IFS) retail to ensure the safety of own-brand products. It was
industry initiated in 2002 by a German food retail industry
association association. The development of the current versfon

IFS Food is a collaboration of three retail fediers
from Germany, France and ltaly.

Safe Quality Food | US retail Food safety SQF is a food safety and quality deatifon
(SQF) industry programme for primary production (SQF 1000) and for
consortium food manufacturing and distribution (SQF 2000) ogvne

by the Food Marketing Institute. Its membership

represents three-quarters of all retail food storéke
US and 200 companies from over 50 countries. SQR is
primarily designed as a food safety programme.

The Global Food | International | Food safety GFSI was initiated in 2000 by a grolimt@rnational

Safety Initiative retail retailers in order to agree on globally acceptextifo
(GFSI) industry safety standards. The initiative sets baseline
consortium requirements for food safety standards and intémds

improve efficiency costs throughout the food chain.
Currently, four food safety standards have been
benchmarked against the GFSI standard: BRC, IFS,
SQF, and the Dutch Hazard Analysis and Critical
Control Point (HACCP) standard.
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Global Partnership| European Food safety Global G.A.P (known as EurepGap @0il7) was

for Good retail developed in 1997 by a group of European retailers.

Agricultural industry While initially only applying to fruits and vegetals, it

Practices consortium now covers meat products and fish from aquaculisre

(GlobalG.A.P) well. The standard focuses on food safety, but also

includes criteria pertaining to animal welfare and
environmental sustainability.

Biofuel Biomass French Environmental| 2BSvs was developed by leading organisations and

Sustainability agriculture | sustainability | associations in the French agriculture and biofuel

Verification industry of biofuel industries. The scheme is being implemented by the

System consortium | production certification body Bureau Veritas. It mainly covéng

(2BSvs) environmental sustainability standards set ouhén t

European Union Renewable Energy Directive (EU
RED) of 2009.

REDCert German Environmental| REDcert was founded in 2010 by leading organisatign
agriculture | sustainability | and associations in the German agriculture andibiof
industry of biofuel industries. It has been approved by the Germanrkede
consortium | production Agency for Agriculture and Food to fulfil the

requirements of the German Biomass Sustainability
Ordinance.

Red Tractor British Food safety, | Launched in 2000, the Red Tractor scheme was
industry environmental | developed by a consortium of British farmers, food
consortium | sustainability | producers, and retailers. Its standard covers $adety,

of biofuel animal welfare, and environmental protection. Réger
production the Red Tractor has been supplemented by a standard
for biofuels.

Based on Fuchs, Kalfagianni et. al. 2009

Industry food and sustainability standards havenbesgticised on several grounds. A

recurrent theme in the literature is their limieffectiveness. It has been argued that, besides

“greenwashing” corporate reputations, industry -seffulation has so far produced few

substantial results. For example, in their studypakate food governance, Fuchs and

Kalfagianni (2010) conclude that industry susthiliy initiatives did not fundamentally
change the environmental behaviour of food retaiporations and that such programmes are
too few and have too little coverage to have anaichpA second criticism pertains to the
relationship between private sustainability schemed developing countries. It has been
pointed out that farmers, fishermen and civil stycectors from the south often have little
access and influence over private standard-septiogesses (Fuchs et al., 2011). According
to Clapp (2005a), this has led to a situation incWwiprivate standards prioritise issues of
importance to industrialised countries. Furthermdine distributive consequences of private
sustainability governance have given rise to gsiticas, in many cases, these are believed to
be detrimental to the interests of producers inettgung countries (Fuchs & Kalfaggiani,
2010; Guthman, 2007). Finally, industry-led initv@s have been criticised for their lack of

legitimacy. Not formally elected, private standaedting systems rely on procedural criteria
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such as process-transparency and inclusivenessenerage legitimacy. However, industry
initiatives like the BRC, IFS, and SQF lack pagpatiory elements (Fuchs et al., 2011).

3.4.2 Multi-Stakeholder Initiatives

As discussed in-depth in Chapter 1, the growingartgnce of private actors in global
governance has triggered much debate about theiwockatic legitimacy. In this context,
concerns have been expressed that outsourcingategufunctions to private actors will lead
to “less democracy and accountability around theldvqLipschutz & Fogel, 2002: 121).
Others, however, are less pessimistic about the nodsvplayed by private actors. On the
contrary, they believe that public-private parthggsand MSlIs can counteract the democratic
deficit of transnational rule-making and enhance thgitimacy of global governance
institutions. They see the rise of these new madg®vernance as part of a deliberative turn
with the potential to increase the democratic quailf global governance institutions (cf.
Backstrand, Khan, Kronsell, & Lévbrand, 2010b).

In recent years, the agriculture sector has becongeof the most dynamic sites of MSI
diffusion. Over the course of the last decadergelaumber of agro-MSlIs have been created
(see Table 12). Their goal is to improve the suosfaility of key crops such as cocoa, coffee,
cotton, palm oil, soy, and sugarcane. Other imtest focus on aquaculture, meat production,
and biofuels. These schemes are not necessarilg mffective than their industry-led
counterparts. However, through including civil sagiactors and producers from the global

south in their governance and standard-settingviei, they achieve a higher level of

legitimacy.
Table 12: MSls in the Agriculture Sector

MSI Initiator Focus Description

4C German coffee| Social and Created in 2003, 4C was initiated by the
industry environmental | German Ministry for Economic
association, sustainability of | Cooperation and Development, the
German coffee German Association for Development
government production Cooperation (GlZ), and the German

Coffee Association. In 2006, the
initiative issued the 4C code of condu¢
which addresses social and
environmental impacts of coffee
production.

~+
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BCI

Environmental
NGO, industry
consortium

Social and
environmental
sustainability of
cotton

The BCI process was initiated in 2004
by the WWF, Adidas, H&M, and
IKEA. The initiative involves the
different supply chain actors

production (producers, processors, retailers) and
civil society organisations. In 2010-
2011 the first cotton bearing the Bette
Cotton label was harvested.
BSlI/Bonsucro Environmental Social and Previously known as the Better Sugar

NGO,
international

environmental
sustainability of

Initiative (BSI), Bonsucro is a
roundtable association initiated in 200

2]

organisation sugarcane to reduce the environmental and social
production impact of sugarcane cultivation. Among
its founding members are the WWF and
the IFC.

FLO Social NGO Fair trade The FLO was established in 1997, in
order to unite the fair trade initiatives of
several European countries and North
America under one umbrella
organisation. In 2002, FLO launched its
certification scheme. Through its
standard and labelling scheme the
initiative seeks to contribute to greate
equity in international trade.

FLP Coalition of Social and The FLP emerged out of a campaign

social NGOs | environmental | against poor social conditions in the cpt
sustainability of | flower industry. The campaign was
cut flower organized by Brot fuer die Welt and
production FIAN (FoodFirst Informations- und
Aktionsnetzwerk), and Terre des
Hommes. In 1999, producers and
traders, as well as trade unions, joined
the initiative and jointly launched the
FLP.
ICI Coalition of Social The ICI emerged out of a campaign
social NGOs | sustainability of | against abusive labour practices in the
cocoa cocoa industry. Founded in 2002, it is|a
production partnership between civil society
organisations, trade unions and the
cocoa industry. ICI activities focus on
knowledge management and capacity
building.
ISCC German Social and The ISCC was developed through a
government environmental | multi-stakeholder approach, with
sustainability of | financial support from the German
biofuels Agency for Renewable Resources. In
production 2011, the ISCC launched its
certification system and to date more
than 1,600 certificates have been issued.
RTRS Environmental | Social and The RTRS was established in 2006 in

NGO

environmental
sustainability of
soy production

Zurich, with its secretariat now located
in Buenos Aires. The initiative provide|
a forum for dialogue between various
actors in the soy supply chain and civ
society. In 2011, the first RTRS
certificates were issued.

)
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RSB University Social and The RSB was initiated by the Ecole
environmental | Polytechnique Fédérale de Lausanne|in
sustainability of | 2006. The RSB developed a standard
biofuel for sustainable biofuel production and
production issued its first certificates in 2012.

RSPO Environmental | Social and The RSPO was initiated by the WWF |n

NGO environmental | cooperation with Unilever, Migros, and
sustainability of | the Malaysian Palm Oil Association.
biofuel The scheme was officially launched in
production 2004 and completed its standard-setting

process in 2006. Today, 14 per cent of
global palm oil production is RSPO
certified.

GRSB Environmental | Environmental | Still in the process of formation, the

NGO

sustainability of
beef production

GRSB is a MSI involving leading
organisations from the beef industry

and environmental NGOs. The initiatiy
aims to improve the sustainability of the
global beef value chain.

(¢}

UTZ Certified Environmental | Environmental

NGO and social

UTZ Certified is a label and programme
for sustainable farming launched in
sustainability of | 2002. Its standard addresses the socia
coffee, cocoa, | and environmental impact of coffee,
tea and rooibos | cocoa, tea, and rooibos farming. UTZ
production certified coffee is sold in almost 50
consuming countries.

Most of the initiatives listed above emerged in thiel-2000s. However, the inventory of
environmental MSIs conducted in Chapter 1 showeal tie diffusion of the MSI
institutional model has transformed it in key dirsi@ms of organisational design. This is also
true for the group of agro-MSlIs. Whereas some atites adopted highly inclusive
structures, others did not. It is this variatiom d@s implication for the democratic legitimacy
of multi-stakeholder governance which the followingse study chapters will explore in

more depth.

3.5 Conclusions

The main purpose of this chapter was to providerdagler with background information
about the agriculture sector and to serve as andnttion for the case study chapters to
follow. In a first section, the chapter describkd tevelopment of an increasingly globalised
agro-industry with close links to the energy secliowas pointed out that international trade
in agricultural commodities is not a new phenomen®nce-exotic commodities such as
coffee, spices, and tea have been traded for ¢estitowever, the chapter revealed that the
current volume and level of international trade &m@hsnational integration are historically

unprecedented. At the heart of this transformatisnthe global spread of industrial
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agriculture, the reduction of barriers to traded dhe rise of horizontally and vertically

integrated TNCs at almost all stages of the agppisichain.

The second section focused on the various susthipaihnallenges faced by the agriculture
sector today. These include ecological impacts sischoil erosion, loss of biodiversity, and
GHG emissions. Also, food insecurity, poor labaangards, and land grabs, as well as food
safety, remain important issues. In the futureseéhproblems are likely to intensify. The
reasons for this are an expanding demand fromaiggoworld population, changing diets in
key developing countries, and the growing imporéaat developing countries as producers
of agricultural commodities. Furthermore, the adwanbiofuels and biotechnology together

with the various social and environmental risksoimed were discussed.

In its final section, the chapter turned to thesquom of regulating global agriculture. In the
twenty-first century, the regulation of agricultuestivities is complicated by the fact that
production, processing, and retailing are incregigitransnational in nature. This poses
difficult challenges for public regulators, whichnain constrained both by national borders
and by the rules of the international trade regimehis context, the role of private standards
was discussed. In response to growing pressures ¢dansumers, civil society, and public
regulators, the private sector has become an iamodource of regulation. In particular,
retail corporations have been very active in cngatand implementing food safety and
sustainability standards. Besides hosting varindsstry initiatives, the agriculture sector has
also become one of the most dynamic sites of rstdieholder governance, and agro-MSls

have emerged in several of the industry’s subsgctor
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Chapter 4: The Roundtable on Sustainable Biofuefs

4.1 Introduction

After an introduction to the global political ecany of agriculture, this is the first of three
case study chapters. With a focus on the RSB aadvibfuels industry, it examines the

diffusion of private participatory governance i thgriculture sector.

To recapitulate, in Chapter 1, it was described Hufield of global sustainability politics is
currently undergoing a profound transformation franstate-centred model of governance
toward a system in which governance has multiptedad levels. It was shown how private
actors and private regulatory arrangements haveectumplay an important role in the
emerging global governance architecture. The risprivate authority in the international
system has raised pressing questions about itsatatiwolegitimacy. In the transitional realm
where these schemes operate, no clearly defieetbsor self-governing community exists.
With its focus on elections and representation]itie¥al model of democracy is therefore not
well suited to the reality of transnational rulekamg with its multitude of actors, diffuse
authority, and many levels. As part of a wider tumthe philosophy of democracy,
deliberative democratic theory has been propose@dnaslternative normative basis for
organising legitimate rule-making at the transnalolevel. In essence, deliberative
democrats highlight the importance of participatenmd dialogue over the liberal ideas of
representation and formal accountability. Among tkarious private governance
arrangements that have emerged in recent yearss B8l believed to come closest to the
deliberative ideal. They try to organise legitimat@nsnational rule-making through
participatory elements and procedural transparembgse design features directly follow
from the two core procedural principles of delilime democratic theory: inclusiveness and

unconstrained dialogue.

As a mode of global governance, MSis first emeligetie forestry and apparel sectors in the
early 1990s and from there spread rapidly and wigrethe global economy. A good fit with
prevailing social structures, social movement presssand the entrepreneurial activities of

NGOs, foundations, and progressive firms have hdentified as the main drivers behind

2L Recently, the Roundtable on Sustainable Biofuetsged its name to Roundtable on Sustainable
Biomaterials.
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this process. However, as shown in Chapter 1,ptasess of institutional diffusion has not
spread a universal model of private participatoovegnance. Instead, real-world MSls

exhibit significant variation in their institutiohdesigns, notably their level of inclusiveness.

In order to explore the causes of this variatiomire depth, this and the following two case
study chapters trace the diffusion of private jggrtitory governance in the agriculture sector,
the most dynamic site of MSI diffusion in recentag@ To this end, the empirical analysis
will be guided by the diffusion model developeddhapter 2. The model distinguishes three
stages in the diffusion process — source seledfiansmission, and adoption — and identifies
as set of testable hypotheses about the causeHacot-eelationships that influence

institutional outcomes.

The remainder of this chapter is structured a®¥at In a first step, some case context and
background is provided. Then, the institutional @lepment of the RSB is described, from
the scheme’s inception to the launch of the fororglanisation and the finalisation of the
standard-setting process. As part of this, a metailéd analysis of the inclusiveness of the
scheme’s decision-making and rule-making arrangésnisnprovided. In a final step, the
analytical framework developed in Chapter 2 is usedxplaining the institutional outcome

for the case at hand.

4.2 Case Context and Background

The biofuel sector is a relatively young global ustty. Although industrial biofuel
production has existed in countries like Brazil éimel USA since the 1970s, the emergence of
a global biofuel supply chain and market is a nateeent phenomenon. Over the last decade,
biofuel production, consumption, and trade haveaexlpd strongly as major industrial
countries around the world have adopted blendingdaies for biofuels (Global Renewable
Fuels Alliance, website). One important examplthesEU RED 2009. Enacted in 2009, the
EU RED established a blending mandate for biofirethe transport sector of 10 percent to
be achieved by 2020 (European Union, 2009). Thi sarpporting policies at the member
state level created one of the world’s largest ugbimarkets with an estimated volume of
currently 14 billion litres or 4.65 percent of tbteansport fuels (USDA, 2013). As a result of
EU RED and similar policies elsewhere, world bidfpeoduction increased six-fold during
2000-2011 from 315 to 1898 thousand barrels per @dys. Energy Information
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Administration, website). Strong growth rates arejgrted to continue in the future. In this
regard, the FAO estimates that global biofuel pobida will almost double in size by 2021
(OECD-FAOQO, 2012: 88). Today, the world’s top fivefoiel producing countries are: USA,
Brazil, EU-27, Argentina, and China (see Table 13).

Table 13: Top 5 Producers of Biofuels in 2011

Country Production (thousand barrels per day)
USA 971.729

Brazil 438.058

EU-27 250.450

Argentina 50.340

China 46.800

Source: U.S Energy Information Administration

Also, the global trade in biofuels is set to inseatrongly, from 4.5 billion litres annually in
the previous decade to 12 billion litres by 2021rréntly, the world largest exporters of
biofuels are the USA and Brazil, followed by theotwajor palm oil producing countries,
Indonesia and Malaysia (OECD-FAO, 2012: 95).

The strong expansion of biofuel production, traate consumption over the last two decades
has contributed to a surge in global demand fod foammodities. The FAO estimates that

this trend will continue in the future (see Tabig.1

Table 14: World Use of Crops for Biofuels

Crop Unit 2005 2030

Cereals Million tonnes 65 182
Percent of total use 3.2 6.7

Vegetable oils Million tonnes 7 29
Percent of total use 4.8 12.6

Source: FAO 2012

This development has triggered much debate aboait ststainability of biofuels. In
particular, environmental and human rights group£urope have strongly criticised the
massive expansion of what they call “agrofuels’ofBelwatch, 2007; Friends of the Earth
Europe, 2008; Oxfam International, 2008).

One major issue raised by these groups relatebetacdrbon intensity of biofuels. Often,
biofuels are promoted as a means to reduce GHGsmmssand thus to reach climate change
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reduction targets. But official figures often dot monsider emissions emanating from direct
and indirect land use change. Direct land use dahargurs when previously uncultivated
land is converted to the production of energy cr@pse the other hand, indirect land use
change is a process in which biofuels displace rofugicultural activities to previously
uncultivated areas. Direct and indirect land usenges are problematic as they can result in
an overall negative GHG balance of biofuels. Thkighe case when, for example, forests,
peatlands, or wetlands are cultivated (Nuffield @@uon Bioethics, 2011, pp. 32-33).

Also, the social impact of biofuels has become ghlyi contentious issue. Besides poor
labour standards in producer countries and probleitis land grabbing, it was particularly
the food crisis of 2007/2008 which sparked muchatkekabout biofuels. As food prices
increased sharply during this period, Jean Ziegier UN Special Rapporteur on the Right to
Food, even called them a “crime against humanity eequested a five year moratorium on
their production (The Guardian, 2008b). The delase further fuelled by the release of the
Gallagher Review in July 2008. Commissioned by Brétish Secretary of State for
Transport, the review concluded that without sa#éeds biofuel policies in the EU and
elsewhere will: (1) reduce biodiversity; (2) mayusa GHG emissions rather than savings;
and (3) that increasing demand for biofuels cooteb to rising prices for some food

commodities such as oil seeds (Renewable Fuelsdg2008, pp. 7-15).

To address this situation, several private govesearrangements were created to mitigate
the social and environmental impact of biofuel p@tn. The growth of private governance
in the biofuel sector was further spurred by theés=diécision to rely on private certification
schemes for implementing the EU RED. In additionatblending mandate, the EU RED
included a mandatory sustainability scheme whittbialfuels produced or imported to the
EU must meet. The emerging system of private garera in the biofuel sector includes
firm-level self-regulation, industry-level initiats, and MSIs. These arrangements are now a
major source of environmental and social regulaiiothe industry (Schleifer, 2013). One of

the most important private schemes in terms obiligi and membership is the RSB.

4.3 The Roundtable on Sustainable Biofuels

Launched in 2006, the RSB is a private standarihgeand certification body, created to

mitigate the social and environmental impact ofbglobiofuel production. In a multi-
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stakeholder process, it defined principles andegatfor “sustainable” biofuel production
and, via certification, provides market incentifestheir implementation. This section traces
the institutional development of the RSB form itkeption to the launch of the formal
organisation. With a focus on the design of the R&Bandard-setting and decision-making

arrangements an assessment of the scheme’s irenesiv is provided.

4.3.1 Inception

An important stepping stone for the RSB was a aemige on sustainable bioenergy in Bonn
in October 2006. Organised by the German NGO FavanEnvironment and Development
and the UN Foundation (two of the founding memlzdrthe RSB), the conference brought
together a diverse group of stakeholders, includegyesentatives from NGOs, industry,
governments, IGOs, and academia. In a communibee;dnference participants described a
profound transformation of the energy productiostem and identified bioenergy as “one of
the most promising sources of energy and crucidlgfghe new energy paradigm” (German
NGO Forum on Environment and Development, 2006a)h& same time, the environmental
and social impacts of bioenergy were a key conegrtihe conference. In particular, issues
like deforestation, soil depletion, food securii;d land grabbing were discussed in detail
and how they could be mitigated through a privatendard-setting and certification
mechanism (German NGO Forum on Environment and IDpueent, 2006b).

Simultaneously, a group of people at the Ecole teohnique Fédérale de Lausanne (EPFL)
Energy Center started discussing the possibilityde¥eloping sustainability criteria for
biofuel production. In November 2006, the EPFL EyeCenter published a white paper on
“the need for biofuel certification” (EPFL, 2006 hdy shortly after, hosted a Sustainable
Biofuels Stakeholder Meeting. The meeting was dterby a diverse group of stakeholders
from civil society, industry, the public sector,daacademia. Participants analysed the various
problems associated with commercial biofuel productdiscussed existing regulation, and
“investigated the potential for developing an intgionally accepted and implementable
standard for sustainable biofuelRSB, 2006). The most important outcome of thetmge
was the decision to create a Founding SteeringdB@e8B), charged with launching a multi-
stakeholder standard-setting process (RSB, 200&jthérmore, a small secretariat was
established, based at the EPFL Energy Center.
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4.3.2 Formation Phase

Holding its first meeting in May 2007, the FSB cisitesd of anad hocgroup of people who
had volunteered at the Lausanne workshop in Nove@®@6. Over the course of the next
two years, these individuals, representing orgdioiss from civil society and industry, met
several times per year in-person or via teleconferdo launch the standard-setting process
and to create the organisational structures ofRBE8. The composition of the FSB varied
greatly during the time of its existence (May 260January 2009). As the initiative evolved,
new organisations joined the FSB, whereas othdtsotescaled back their involvement.
There were no formal stakeholder categories, bailable documentation suggests an overall
balanced representation of the four key stakehajdaups (civil society north, civil society
south, economic north, and economic south). TowHrdsend of the formation period, the
FSB had some twenty members. Civil society membmaisided: the World Wide Fund for
Nature, the National Wildlife Federation, Amigos Tarra (a Brazilian environmental NGO),
the Energy Resource Institute (an Indian envirortalddGO), and the Mali Folkecenter (an
environmental NGO from Mali). From the industryesithere was Shell, BP, Bunge, Toyota,
Petrobas, the Federation of Swiss Oil Companies, @NICA (the leading Brazilian
Sugarcane Industry Association). Furthermore, s¢varademics and representatives from
government agencies and international organisapantcipated in the meetings of the FSB
(RSB, 2011e). During 2007 and 2009, the memberth®fFSB met about 10 times. The
meetings mostly revolved around questions of ogdimnal development (e.g. recruitment
of new members, creation a formal governance strectaunch of the certification system,
etc.) and the standard-setting process. To reacBides on these issues the members of the
FSB strived to reach consensus. However, a votirggepure existed in the event of
deadlock. In such cases, a decision could be rdalohea two-third majority of the votes
(RSB, 2007f).

One of the most important milestones during thenfdion period was the launch of the
standard-setting process. In June 2007, the FSHB, halp of the Secretariat, created four
working groups (WGs) on environmental impacts, a&ocimpacts, GHGs, and
implementation. Their task was to draft the pritespand criteria of the RSB standard.
Decisions on the draft standard were reached bgermus or by simple majority in the case
of deadlock (RSB, 2008a). Participation in the gowvas free of charge and open to all
interested parties. Regarding their compositioatdlwas no formal balance between sectors

or regions. However, the RSB Secretariat aimed antain an overall balance in order to
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prevent single interest groups from capturing tteeess (interview with several members of
the RSB Secretariat).

The more in-depth analysis of the standard-sefinogess revealed that the single WGs had
memberships of 77 (WG Environmental Impacts), 645(WHG), 70 (WG Social Impacts),
and 71 (WG Implementation), respectively (RSB, 20®007d). Information giving a more
detailed breakdown of the WGs could be obtainedierVG Environmental and WG Social

Impacts (see Figure 11).

Figure 11: Composition of the RSB’s Standard-SgtBodies (percent)

Social Impacts

civil society

M economic

H others

Based on RSB 2007a, 2007b

Unfortunately, the available data does not allowaio exact breakdown of the WG members’
geographical origin. One document mentions that gamisations from 45 countries
participated in the work of the WGs (RSB, 2011sjoimation obtained from the interviews
suggests that, despite a bias toward organisatioms the global north, there was

nevertheless substantial participation from orgetioss from the global south.

Communication among the members of the WGs tookepléa teleconferences and through
a so-called Bioenergy Wiki. Openly accessible @ phblic, the Bioenergy Wiki is a website
which contains detailed documentation of the stedidatting process in the RSB, including

meeting minutes of the WGs as well as backgroundiments (Bioenergy Wiki, website).

Taken together, the process leading to Version Zdrthe RSB Principles and Criteria

involved more than 50 WG teleconferences and ftakeholder outreach meetings in Brazil,
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China, South Africa, and India (RSB, 2008a). In Asig2008, the twelve principles and
related criteria of Version Zero were formally atexpby the FSB. Following the guidelines
of the International Social and Environmental Aditaion and Labelling (ISEAL) Alliance,
an association defining standards of good practmeprivate standard-setting organisations,
the standard was then made available for publigtisgrand comments (RSB, 2009). During
the consultations, the RSB Secretariat organisestdkeholder outreach meetings around the
globe and received comments via phone and its vee3irthermore, the Kluyver Centre for
Genomics of Industrial Fermentation in Delft, NetArds was commissioned to conduct an
expert workshop to review the RSB standard (Kluy@entre, 2008). Documentation about
stakeholder engagement during this period provededence that nearly 900 individuals and
organisations from over 40 countries participatethe feedback process to improve Version
Zero of the RSB standard (RSB, 2009).

4.3.3 The Formal Organisation

In January 2009, the RSB was launched as a menibpeosbanisation with a formal
governance structure. The FSB and the four WGs dissolved and replaced by a formally
elected SB and a corresponding chamber systemt, lthtee expert groups on genetically
modified organisms (GMOs), GHGs, and indirect impawere formed to work out the
technical details of the RSB Principles and Cratehitially, the chamber system consisted of
eleven stakeholder chambers. The private sector reaesented by four chambers and
environmental and social groups by a further sike Televenth chamber, comprising
government agencies, 10s, consultancy firms, acadeand certification agencies, was set
up as a non-voting chamber. Early in 2010, a dacisvas made to reduce the number of
stakeholder chambers from eleven to seven. Theedwhamber structure consisted of three
industry chambers, three civil society chambers, thie former chamber 11 as a non-voting
chamber (see Figure 12) (RSB, 2011e: 3f.).
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Figure 12: Organisational Chart of the RSB

Expert Groups RSB Steering Board RSB Secretariat

- GMOs Primary decision-making body, comprisep - Based at EPFL Energy
- GHGs |:> up to two representatives from each |:> Center

- Indirect impacts chamber + RSB Executive Secretary - Day-to-day management

RSB Stakeholder Chambers
Eleven Chamber System (January 2009 — April 2010) Seven Chamber System (since April 2010)
1. Farmers and growers of biofuel feedstocks 1. Farmers and growers of biofuel feedstocks
2. Industrial biofuel producers 2. Industrial biofuel producers
3. Retailers/blenders and the transportation imgust 3. Retailers/blenders, the transportation industry,
4. Banks/investors banks/investors
5. Rights-based NGOs _ o 4. Rights-based NGOs and trade unions
6. Rural development and food security organisation 5. Rural development, food security organisations
7. Environment and conservation organisations smallholder farmer organisations, indigenous
8. Climate change and policy organisations peoples’ organisations and community-based civil
9. Trade unions society organisations
10. Smallholder and indigenous peoples’ organisatio 6. Environmental NGOs, climate change and policy
11. IGOs, governments, standard-setters, specalissory organisations
agencies, certification agencies, and consultas-yoting 7.1GOs, governments, standard-setters, specialigory
chamber) agencies, certification agencies, and consultarus-yoting
chamber)

Using the four key stakeholder groups (civil sociebrth, civil society south, industry north,
and industry south) identified in Chapter 2, FigliBeprovides a detailed breakdown of the
RSB SB. It shows that it maintained a careful bedabetween industry and civil society

actors as well as organisations from both the d¢lobeh and south.
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Figure 13: Composition of the RSB'’s Primary DeaisMaking Body (percerff
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In the formal organisation, decision-making proceiedtwo stages. In a first stage, a decision
about an agenda item is reached at the chambdr-flvenembers of the RSB belong to one
of the seven stakeholder chambers. In January 2084RSB had 102 members. See Figure
14 for a detailed breakdown of the compositiorhef RSB membership.

2 This figure has been composed from the meetingiminof the RSB SB. To this end, members have been
identified as either belonging to one of the follogvcategories: Industry, civil society, or othergen, the
location of their home institution’s headquartes bh&en used to determine their geographic oridobé&l north
or global south).
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Figure 14: Composition of the Membership of the R&Bcent}®

civil society north

civil society south
B economic north
B economic south

M others

Chamber meetings are held via teleconference peiison and have a quorum if at least 25
percent of its membership or three members, whieh&v highest, participate. Chambers
reach their decisions by consensus. However, df iinird consecutive meeting no consensus
can be reached regarding a particular agenda ttean, decisions may be reached by a vote
of two-thirds of the members present (RSB, 201di)a second stage, the agenda item is
passed on to the SB. The composition of the SEBvdlfrom the chamber structure. Each
chamber elects up to two representatives, knowecoashairs, who represent the chamber at
the SB-level. Like the FSB before it, the SB mesetgeral times a year via teleconference or
in person and is deemed to be quorate if at le@spedcent of its members are present.
Similar to decision-making in the chambers, thesii/es to reach consensus. However, in
the case of deadlock (i.e. no consensus in a tlorgecutive meeting) a decision can be
reached by a vote of two-thirds of the voting merslpgesent (RSB, 2010i).

Throughout 2009 and 2010, the RSB continued itsdstal-setting activities and stakeholders
amended and refined the RSB Principles and Critégesion Zero in various chamber
teleconferences. In November 2009, Version 1.0hef RSB Principles and Criteria was
formally adopted by the SB and field-tested in ect§ in Africa, Asia, and Europe. The
lessons learned from the pilot projects and theldaek from a second public consultation

% This figure has been composed from the membelishiprovided on the RSB website
(http://rsh.org/about/organization/rsb-membergiuday 2014). To this end, members have been idkhtifs
either belonging to one of the following categari@sonomic, civil society, or others. Then, thealian of their
home institution’s headquarter has been used &rm@te their geographic origin (global north orlgibsouth).
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period were then worked into the standard (RSB,1dD1n November 2010, Version 2.0 of
the RSB Principles and Criteria were formally a@optShortly after, in March 2011, the

RSB launched its certification system. See Figusefdr an overview of the institutional

development of the RSB.

Figure 15: Institutional Development of the RSBO@@2011)

June August November
November | Creation of Principles & November Field tests
Founding | working Criteria Principles and
Meeting groups Version & Criteria Principles &
{} {} Zero 1.0 Criteria 2.(
200¢ | 2007 | 200¢ | 200¢ | 201C | 2011
April January April February
Creation of Creation of Consolidation Launch of
RSB Founding formal of governance RSB
Steering Board organisation structurt certification

4.3.4 Assessing Inclusiveness
Using the qualitative indicators developed in Ckaj (Section 2.5.1), this section assesses
the inclusiveness of the RSB’s standard-setting dewsion-making arrangements. To this

end, their openness, composition, and the desigimeafconstitutive rules are examined.

Standard-setting in the RSB was initially organigedour WGs on environmental impacts,
social impacts, GHGs, and implementation. The W@&eeviormed in mid-2007 and over the
course of the next year drafted the principles entéria of the RSB standard. Access to the
standard-setting process was open to all intergsaeiles and some 282 organisations and
individuals participated in the formulation of tRSB Principles and Criteria Version Zero.
At a later stage, standard-setting took place icagefully balanced chamber system,
involving all members of the RSB. In addition, threxpert groups were formed to work out
the technical details of the standard. After Versiero of the standard was completed the
RSB followed the guidelines of the ISEAL Alliancacaopened its standard for two public
consultation periods. Furthermore, a global outtegcogramme was conducted. This

consultation process exposed the standard to a \@rdep of stakeholders, providing them
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with the opportunity to give feedback and to previcomments. However, there were no

clear guidelines as to how and to what extent t8B BB had to incorporate this input.

Decisions about the standard and other organisdtioatters were initially reached by the
FSB, anad hocgroup of people who had volunteered at the orgdiois's foundational
meeting. Then, when the RSB became a formal orgtmimsin January 2009, the FSB was
replaced by a formally elected SB and a correspmndhamber system. The above analysis
of the compositions of these bodies showed that thaintained a careful balance between
industry and civil society actors as well as orgations from the global north and the global
south. Also, the collective choice rules of the R&B designed in a way that ensures that
economic actors cannot capture the process. Inréigiard, the two-third majority rule for
decisions at the SB-level give civil society actanglocking minority.

Overall, the RSB can be characterised as a prigateernance institution with a highly
inclusive design. Its standard-setting and decismaking arrangements are open and
balanced. Furthermore, its collective choice rygestect the rule-setting process against the
possibility of regulatory capture. See Table 15 d&summary of the inclusiveness of the
RSB.

Table 15: Inclusiveness of the RSB (Overview)

Standard-setting

Working Groups

arrangement

Membership rules Open
Composition Balanced
Consultation mechanism Yes

Primary Decision-making
arrangement

Steering Board (Founding Steering Board)

Membership rules

Restricted to members

Composition

Balanced

Collective choice rules

Protection against regujatapture
(civil society actors possess a blocking minority)

Secondary Decision-making
arrangement

Stakeholder Chambers

Membership rules Open
(membership fees depending on size and stakeholder
category)

Composition Balanced

Collective choice rules

Protection against reguiatapture (via their
representatives civil society chambers can blodiksttns at
the SB-level)
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4.4 Tracing the Diffusion Process

Why has the RSB adopted highly inclusive structudsereas other MSIs in the agriculture
sector are significantly less participatory? To lakpthis variation in diffusion outcomes,

this section traces the diffusion of the MSI ingdfitnal model to the biofuels sector.

Diffusion is the study of why and how norms, ideasd practices spread across time and
space. According to common wisdom, diffusion prgesslead to institutional isomorphism
or convergence. States and organisations become simailar over time as they imitate and
learn from those whom they know and perceive asessful. While diffusion often does
have an isomorphic effect, there are numerous esuthat have shown that it is not a
“neutral” process of transmitting ideas from a padf origin to a point of adoptioff. For
example, Borzel and Risse (2011) find that theuditin of the European Union (EU) model
has led to significant variation in institutionalcabehavioural outcomes among adopters. In a
similar way, the works of Falkner and Gupta (2088) Radaelli (2005) point to diffusion
processes that led to only limited degrees of cagyerece. In sum, these studies suggest that

diffusion often transforms the elements that aiad#ansmitted.

In order to investigate the institutional diffusicand variation of private participatory
governance, Chapter 2 developed a framework tlstinduishes three stages in the diffusion
process: source selection, transmission, and anofgee Chapter 2, Section 2.4.4). For each
of these stages, hypotheses were formulated abeutduse-and-effect relationships that
make diffusion outcomes vary. The starting pointtfee analysis is the assumption that the
designers of the RSB did not create their orgaimisdtom scratch. Instead, uncertain about
legitimate forms and trying to save time and resesy they turned toward existing MSiIs in
other fields in order to imitate their structuresdato learn from their experiences. The
analysis proceeds by explaining the specific diffasoutcome for this case through an in-
depth analysis of the diffusion process, namely skéection of target institutions, the
transmission process, and the adoption processtijiranal bargaining and environmental

pressures).

To this end, the empirical analysis can draw osdi-structured interviews conducted with

members and observers of the RSB process. Furtherm@omplete set of meeting minutes

%4 See Klinger Vidra and Schleifer (forthcoming) fodetailed overview.
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of the FSB/SB is available for the years 2007-20déeting minutes are also available from
the meetings of the stakeholder chambers held g@2®@9-2011.

4.4.1 Causes

Consistent with the underlying diffusion model, treators of the RSB did not design their
organisation from scratch. Instead, they turnedhlteady-established initiatives in other
fields for inspiration and to learn from their expaces. Also consistent with diffusion
“theory”, the interview material and meeting mimsiteuggest two sets of motives for
imitating the institutional design of other schemieisstly, the creators of the RSB hoped to
thus save time and resources. For example, theingeetinutes of the RSB stakeholder
workshop held in Lausanne in November 2006 merttienneed to “[b]uild on pre-existing
initiatives [to] make sure we don’t reinvent theeelil (RSB, 2006: 5). This motive was also
reflected in several of the interviews conductethwnembers of the FSB. In this regard, one

FSB member stated:

“There were others who had done similar things teefes and we wanted to get off
the ground as quick as possible. Obviously, we dyewheir experiences” (interview
with a member of the FSB).

However, saving time and resources was not the anmigtive for engaging in
interorganisational imitation and learning. Therasvalso uncertainty among the creators of
the RSB about what constitutes a “good” designfaads of making the wrong institutional
design choices. In this regard, the meetings miuatethe RSB foundational workshop
describe the need to avoid governance mistakdgeatdginning of the process which could
compromise its legitimacy at later stages (RSB,62@). Providing further evidence for
uncertainty being an important driver behind prgessof institutional diffusion in the RSB,

one of the interviewees explained:

“We couldn't really assume that we knew the best lyaour own so we were trying
to learn as much as possible from the experiendbeoones that came before us”
(interview with a member of the FSB).

Consistent with the institutional diffusion pathese motives led the founders of the RSB to

imitate and learn from the experience of familiad @restigious MSiIs in other fields.
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4.4.2 Source Selection

The selection of a target institution or source kedahe beginning of the diffusion process. A
choice has to be made about whom to imitate, |&@m, etc. Standard diffusion models
assume the existence of a single central sourcenCfowever, multiple sources exist. When
multiple sources are available institutional vaoatcan occur as designers select different
source models for imitation. These choices depemdactors such as familiarity, spatial
proximity, and perceptions about the prestige oé¢ tlarget institution. Against this
background, it was hypothesised that:

H1: The diffusion outcome will be more (less) inclwesivthe primary target

institution exhibits a high (low) level of inclugness.

To empirically examine this claim, interviews amhpary documents will be used in order to

establish which organisations served new adopteespimary source model.

For the case at hand, very close network ties ctnaddetected between the founding
members of the RSB and the FSC. Established irdny 1990s in the forestry sector, the
FSC is one of the oldest and best-established @mwiental MSIs. The scheme is widely
known for its highly participatory structures. Itsoard is divided into a social, an

environmental, and an economic chamber and stalaseful balance between organisations
from the global north and south. Furthermore, tbleeme features a quasi-parliamentary

assembly of all its members which convenes ann@afhC, website).

Through the interviews and a review of the boar@tmg minutes, five members of the FSB
could be identified who had close connections ®@RBC (interviews with various members
of the FSB). At some point in their careers, thieskviduals had either sat on the board of
the FSC or otherwise been closely involved withfirestry initiative. Among them was the
former Director General of FSC International, whartipated in the FSB from its first

meeting in May 2007 (RSB, 2007e). The interviewd ameeting minutes revealed that he
played an important role in advising the other mersbof the FSB in questions of
governance and standard-setting. For example, ©8,2lhe became a member of a
“governance committee” charged with developingrani governance structure for the RSB
(RSB, 2008Db).

126



Besides close network ties, there was also a spengeption among the members of the FSB
that the FSC was a successful institution. In teigard, the founding head of the RSB
Secretariat stated in an interview that “the FSG ween as the most successful standards
initiative with the biggest market share, globalale, and respected among industry, NGOs,
and governments. It also was the oldest, so itthadongest track record in terms of the
lessons that we could draw fromi.itin a similar vein, a member of the FSB explaitieat

“the FSC clearly was a key driver for the RSB. Ve Imany people with experience with the
FSC who knew that this was a robust system thaksviWe agreed that we wanted to go in

this directiori (interview with a member of the FSB).

Although the FSC was the primary target institutionthe RSB, it was not the only one. Its
designers also looked at the RSPO and its desigtwadyk ties to the RSPO were less strong
when compared to the FSC, only one individual cdaddidentified with direct links to the
palm oil roundtable. However, this individual wadscaa member of the above-mentioned
governance committee which played a key role inndaing the RSB as a formal
organisation. Also, there is evidence of directtaots between the secretariats of the two
organisations (RSB, 2008c: 3). As diffusion theaquld predict (Davis, 1991; Galaskiewicz
& Wasserman, 1989; Haunschild, 1993), these cleseork ties between the RSB and the
FSC and RSPO facilitated a process of institutiolifision between the three organisations.
In this regard, the analysis of meeting minutethefRSB SB revealed some twenty passages
in which references were made to the FSC in disonssabout institutional design and
standards (e.g. RSB, 2006: 4; 2007c; RSB, 2008/4:91 2008d: 2, 3; 2008e: 3). References
were also made to the RSPO and its design but theseless frequent (e.g. RSB, 2007e: 2;
2008b: 6; 2008c: 3). The importance of the FSC R8PO as target institutions was
confirmed by the founding head of the RSB Secratalm an interview she explained that the
RSB was “built on other certification systems sastthe Forest Stewardship Council and the
Roundtable on Sustainable Palm Qil” (Volans, 2010).

In sum, the process analysis revealed that thedfersnof the RSB had very close network
ties to the FSC and somewhat looser ties to theQR$#® particular, the forestry initiative
served them as an important reference institutiasiscussions about institutional design and
standards. Thus, in support of Hypothesis 1 (thecten of the primary target institution
influences the diffusion outcome), a correlatiomldobe established between the high level
of inclusiveness of the FSC and the RSB.

127



4.4.3 Transmission

Once a target institution, or institutions, is sébel, a diffusion mechanism transmits
information about the source model to the poina@dption. In Chapter 2, different types of
diffusion mechanisms were discussed. It was arghatl when imitation is the primary
diffusion mechanism, then a close replication ef$burce model is the expected outcome. In
contrast, learning can introduce variation. Vaoatoccurs as adopters draw lessons from
their experiences and the experiences of otherdoilmg so, they may find that some aspects
of the source model are suboptimal for their puggoand make modifications accordingly
(selective imitation). Also, they may combine tlkeedons learned at different places and thus
synthesise new practices. The outcomes of learpnogesses are inherently difficult to
predicta priori. They depend on a range of factors which are aftse specific. They are
likely to depend on the past experiences, inforomafvailable, and interpretations of the
adopter, as well as the situation and context inckvlihe learning process takes place.
Although difficult to predict, learning processe=ave empirical “traces” (e.g. reflections
about the pros and cons of a model) which can benaed through interviews and primary
documents (e.g. meeting minutes, project propasagpinst this background it was

hypothesised that:

H2: The diffusion outcome will be more (less) inclesivf adopters learn that
inclusiveness was good (bad) for the success of pdopters.

The process analysis revealed that the foundeitsedRSB drew lessons from the experience
of the FSC and other MSIs when creating the orgdioisal structures of the biofuels
roundtable. The dominant interpretation among treug of adopters was that the FSC’s
inclusiveness was one of the main reasons behsnorganisational success. They perceived
the forestry initiative as a credible and robusitesn and traced this back to the scheme’s
highly participatory approach. For example, in theerviews it was described how in the
FSC conflicts among stakeholders were mostly solntzinally, whereas other schemes had
done less well in crisis situations. In this comts&veral interviewees mentioned the MSC
(interviews with members of the FSBhe MSC came out of a bilateral partnership between
Unilever and the WWF and was heavily criticisedriot involving other stakeholder groups.
The ensuing conflict between the MSC, fishermerd aivil society groups brought the

scheme to the brink of failure, something the farmsdf the RSB wanted to avoid. Against
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this background, one interviewee, who was a merobehe above-mentioned governance

committee, stated:

“We knew stakeholder engagement would happen, reitlithin the context of an

organised platform or on the title page of the Néwk Times. (...) There are several
initiatives that have tried to find a shortcut, Ibkere is no shortcut” (interview with
members of the FSB).

Notably, the composition of the RSB’s decision-nmgkiarrangements, with their careful
balance between industry and civil society groupsvell as organisations from the global
north and global south can be traced back to thesfoy initiative. For example, during a
meeting of the SB in June 2008, the FSC and itggdesere discussed in detail. In the
discussion, the FSC’s participatory approach intigpaar was identified as an essential

feature.

“In the FSC, participatory governance was extren@lgortant. This does not mean
you have to have equal balance in all decisionsybu can't marginalize a group just
because they are not in the room” (RSB, 2008b: 19).

However, the members of the FSB did not simplyicapé the FSC for the biofuels sector.
For example, the RSB does not feature a quasiapagitary assembly like the FSC. The
interview material suggests that resource congtrdiorganising an annual meeting of all
members involves considerable costs) were the meason behind this design decision
(interview with the Director of the EPFL Energy @em. Also, as evidenced by the meeting
minutes, they learned from the FSC experienceishafas important to distinguish between

firms occupying different positions in the supply.

“FSC's industry members felt that they should sajeaout their different interests -
there is a wide diversity of opinions amongst pistg, buyers, regions, etc.” (RSB,
2008d: 3).

To learn about alternatives, contact was estaldistieh the secretariat of the RSPO (RSB,
2008c). In contrast to the FSC, with its three-chamsystem (environmental, social, and
economic), the RSPO features seven stakeholder bdran{oil palm growers, palm oll

processors/traders, consumer goods manufactueteslers, banks/investors, environmental
NGOs, and social NGOs) (RSPO, website-b). To adifiseRSB, a member of the RSPO
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secretariat participated in several meetings ofSBeduring 2008 and helped the founding
group to design a governance structure for the BB, 2008b). The idea of separating out
stakeholder groups was taken up by the first gamere committee. To define stakeholder
categories, a survey was conducted among the memierthe RSB WGs. In the
guestionnaire WG members had to provide detailsitath@ir organisations and specify their
interest and engagement in the biofuel sector.Hanhkasis, the members of the governance
committee distinguished eleven stakeholder groupglwbecame the basis for the eleven
chamber system (interview with a member of the guaece committee).

In sum, providing support for Hypothesis 2 (leaghcan influence the diffusion outcome),

traces of a learning process could be uncoveredkihg at the FSC and its experience, the
founders of the RSB came to believe that the sclsemmghly participatory approach was

essential for its overall success. However, in o#reas they diverged from the forestry
initiative. In this regard, they learned that it svaecessary to distinguish between firms
occupying different positions in the supply chanmi ain search of alternatives, turned toward
the RSPO and its design.

4.4.4 Adoption

The adoption of the diffusion item marks the endihed diffusion process. In the broader
diffusion literature this process is often desalilbe a somewhat mechanistic way in which
potential adopters make a decision to either acoepgject a diffusion item (Rogers, 1995:
364). However, a closer consideration of the issiggests that adoption is not simply a ‘yes

or no’ decision.

Institutional Bargaining
Multi-stakeholder processes are political arenaswimch struggles over influence and
diverging interests take place. When firms and N@Gl&borate to create new MSIs they
typically differ sharply over the structure and gavance of these schemes and the scope and
content of their standards and procedures. As tiveapy targets of private regulation,
corporate actors in particular will try to maximideeir control over the regulatory process.

Against this background, it was hypothesised that:
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H3: the diffusion outcome will be more (less) inclwsi¥ corporate actors are in weak

(strong) bargaining position.

To examine this claim, the empirical analysis idfesg and describes processes of
institutional bargaining during the adoption phaleen, the distribution of bargaining power

in these situations is examined.

For the case at hand, the process analysis uncbvene stakeholder groups in the RSB
bargained fiercely over the structure and govereari¢che scheme and the scope and content
of its standards. These conflicts were found tordied in deep-seated differences over
regulatory outcomes. In particular, big differeneassted between civil society actors on the
one hand and producer groups from the global soutine other.

As the primary targets of regulation, producer goin the RSB were strongly concerned
about the costs of private sustainability standaREpeatedly, they complained about the
complexity and stringency of the RSB Principle a@dteria and demanded that changes
should be made. As evidenced by the meeting mindissatisfaction with the RSB and its
standard was particularly high among biofuel prais¢Chamber 2). Members of this group
complained that “the standard should be changedway that it works in the real world and
that it can make a difference in the worl@®SB, 2010b: 3). Others considered any extra
costs arising from sustainability certificationrast acceptable and as posing an unacceptable
risk to their businesses (RSB, 2010b: 4). Simiksues were raised during meetings of
Chamber 1 (feedstock growers) (RSB, 2010a). Orouarbccasions, these upstream firms
tried to push back on standards and aired con@drost the regulatory process. This is not
surprising, given that these firms bear the majaftcosts arising from private sustainability
certification. They have to pay membership and tnglifees and often face considerable

indirect costs as they have to bring their opengtinto compliance with the standard.

On the other hand, civil society actors in the R8Bhed for higher standards. Different
NGOs prioritised different issues. For example jaddGOs pushed for labour standards and
wanted to see the rights of local communities mtet® whereas environmental NGOs were
more concerned with issues such as pesticide usendirect land use change (interviews
with NGO representatives). However, for the most,pavil society actors in the RSB were

united in their demand for a comprehensive anchgent standard and repeatedly clashed
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with producer groups from the global south overséheuestions (RSB, 2010g: 3-4).
Downstream firms (economic north) in the RSB posiid themselves somewhere in
between the two camps. Depending on the issualet, dthey would either support the NGO
position or that of the producer groups. The in@mwmaterial suggests several reasons for
this. Firstly, as corporate consumers, downstremmsfare not certified by the RSB and
therefore do not face any direct costs. Secondhgel multinational companies like BP and
Shell can use their market power to force upstrpamducers to absorb most of the costs
arising from private sustainability certificationThirdly, highly visible downstream
companies have a strong interest in the level stirance and reputational protection a
private governance arrangement is able to prowtis with stringent standards and strong
participation from NGOs can provide higher repataél benefits than lenient schemes
(interview with an industry representative). Howe\a the same time, these companies are

for-profit actors and do not have an interest iarbystrict regulation.

These differences over regulatory outcomes traglatto concerns about the design of the
RSB’s standard-setting and decision-making arramgésn In particular, the group of
biofuels producers felt that the existing govermasitucture was to their disadvantage. In an
interview, one of the co-chairs of Chamber 2 exggdarticular concerns about bloc voting
behaviour among civil society chambers. She expththat “often, we have chambers which
are voting on items that they do not understanthmry decide to vote with other chambers
from which they believe that they share similamg®& Driven by these concerns about NGO
influence, producer groups challenged the instinal status quo in the RSB. Interestingly,
however, bargaining over questions of governandg @ccurred after a formal structure had
been put place. In contrast, the initial desigrcpss was found to be largely uncontentious.

It was in late 2007 when discussions in the RS& finrned toward the issue of governance.
Until then, the RSB had been governed by the F®Badahocgroup of people who had

volunteered at the initiative’s foundational megtin November 2006. As the organisation
evolved and the standard-setting process was ladndhe members of the FSB began

discussing the necessity of providing the RSB itbrmal governance structure.

“[T]he more we communicate, the more people who @askwhose behalf we are
communicating, and request some clear governanogtwte” (RSB, 2007b: 8).
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The issue received further attention during subsegboard meetings. Whereas some felt
that it was important to quickly formalise the RSBhers feared that “roundtables are very
slow when they start with governancéRSB, 2007b: 8). However, most FSB members
agreed that a formal structure and procedures needed and at a meeting in June 2008 a
decision was made to move forward with the issuethls end, a governance committee was
formed and charged with developing a proposal fofoemal governance structure.
Participation in the governance committee was dpeall members of the FSB, but those
who volunteered were mostly people with previougpesience of multi-stakeholder
regulation. In fact, only one industry represent&atvolunteered to serve on the committee
(RSB, 2008b). In the following months, the comnatteonducted a survey among the
members of the RSB WGs which was used to ident#lgedholder categories and to develop
a chamber system for the RSB (interview with memslrthe governance committee). In
October 2008, the governance committee presergguiaposal to the FSB which approved it
unanimously (RSB, 2008d). In its final version, tgevernance committee’s proposal
recommended the creation of eleven stakeholder lohiEmsix civil society chambers, four
industry chambers, and one non-voting chamberdgegqment agencies, IGOs, consultancy
firms, academics, and certification agencies (dgaré 12). The composition of the newly
created SB followed from the chamber structure. hEabamber elected up to two

representatives, called co-chairs, who represeghtedhamber at the SB-level.

In January 2009, the eleven chamber system cameffgct and the RSB was launched as a
formal membership organisation. It was also du20g9 when the RSB membership base
increased rapidly. In particular, feedstock growaerd biofuel producers joined the initiative.
They soon became the largest constituency groujls, @hamber 1 and 2 soon counting
more than 30 members (interview with one of co4shaif Chamber 2). These companies
joined the RSB at a time in which the organisasogovernance structure had already been
formalised, putting civil society actors in a stggposition (they controlled six out of the ten
voting chambers). Worried about the level of NG@uence, and that the resulting standard
would turn out to be too demanding and costly tplement, upstream industry actors began
to challenge the institutional status quo in thé8RIA autumn 2009, Chamber 2 wrote a letter
to the SB, requesting that the eleven chamber my$te revised. Their position was that
voting power in the RSB should more strongly rdflectual participation. In this regard, it
was argued that many of the civil society chambeis only very few members and that they

often failed to reach a quorum during their meetirig an interview, one of the co-chairs of

133



Chamber 2 stated thatve did not think it was fair that a chamber witlrthhmembers had
the same vote, which is one vote, as a chamber faith members”. Not surprisingly, the
group of civil society organisations strongly diszeg with the biofuel producers’ demand
for more influence over the decision-making procdsgey pointed out that many NGOs are

umbrella organisations, representing many members:

“[JJust having more members isn’'t a fair measutbeg| since a single organization
may represent more stakeholders in the field thaaother entire chamber has
members. For example this is the case for some mefbdsed NGOs, representing
several hundreds of villagers over broad geograpigas” (RSB, 2010f: 3).

The conflict over governance dominated much ofittternal debate in 2010 and at some
point a decision was made to put the RSB’s oth&viaes on hold until a solution was found

(RSB, 2010f). During the often heated discussionsha SB-level, the group of biofuel

producers threatened that “if the governance inRB& is not changed to its satisfaction,
some members of Chamber 2 will get out” (RSB, 20B)f In fact, several members of
Chamber 2, among them the European Biodiesel Baadl the European Bioethanol

Association, announced their resignation during gariod and left the RSB (Biofuel Digest,
2010; European Biodiesel Board, 2010).

In an attempt to overcome the crisis, a second rganee committee was established. This
time a careful balance was maintained between tndasid civil society actors as well as
organisations from the global north and south (R3&L0f). In its reform proposal, the
committee recommenced reducing the number of stdétehchambers from eleven to seven.
The new structure would consist of three civil sbgichambers, three industry chambers, and
the former Chamber 11 as a non-voting chamber. Mewehe seven chamber system also
did not find support among the biofuel producersstéad, they proposed to merge civil
society Chamber 4 (land, water, human and labaitsiNGOs, and trade unions) and 5
(rural development, food security, and communitgdzh organisations), arguing that these
chambers had very few members. Again, the groupl®@Os, supported by many of the
downstream firms in the RSB, opposed the idea. Istadement, the representatives of
Chamber 4 and 5 criticised that they “see the papa@s a step backward for their
constituencies returning to the ‘top-down’ apprqgashich denies the rights of small-scale
and vulnerable stakeholder®SB, 2010d: 21)
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At a meeting of the SB in November 2010, Chamberakle a last attempt to renegotiate the
constitutional rules of the RSB. It proposed to geeall existing chambers into a unique
private sector chamber, a unique civil society dbamand a third non-voting chamber for
government agencies, 1IGOs, consultancy firms, anae and certification agencies.
Furthermore, the proposal included a method foolvésy deadlocks through a two-thirds
majority vote of all voting members present (RSB81@e). But again, NGOs and many of the
downstream industry actors in the RSB opposeddba of a three chamber system. They
argued that “reducing stakeholders to 3 total amg 8 voting chambers would impact the
‘roundtable’ spirit of the RSB by effectively maknit a ‘triangle’ discussion, with a
consequent polarization of discussions and memb@S8B, 2010d: 21). Furthermore,
concerns were expressed that “the deadlock breakiethod would turn RSB decision-
making into a numbers game — the group musteriagribst members would win. That is
contrary to the spirit of multi-stakeholder rouru&s, where all voices are entitled to
consideration regardless of their numbe(RSB, 2010d: 21). Eventually, Chamber 2’'s
proposal was voted down at the SB-level and therseltlamber system was confirmed as the
new structure of the RSB (RSB, 2010e).

Unsuccessful in renegotiating the control rulestrgam industry actors in the RSB began to
directly challenge the content and design of thé&'R&ertification system. In November
2010, the standard-setting process was nearing letiorpand discussion in the RSB turned
toward the rolling out of the certification systein.this context, a proposal was made to
introduce a two-tiered certification scheme. Thestfitier should consist of a less
comprehensive, entry-level version and the secoad af the full RSB standard. The
rationale behind the two-tiered certification systewas to increase the RSB’s
competitiveness on the European biofuel certiftbatmarket. At the time, other biofuel
certification schemes were already operational ianeas feared that the more demanding
RSB standard would deter economic operators frooomeng RSB certified (RSB, 2010e:
12).

Over the following months, the discussion about tia®-tiered -certification system
developed into a more general debate about the &%Bits standard. On one side of the
debate, feedstock growers and biofuel producere wiongly in favour of the two-tiered

certification system (interviews with members ofa@iber 1 and 2). However, they opposed
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the idea of a mandatory transition mechanism whichld have obliged them to transition to
tier two (the full RSB standard) after a periodtbfee years. It was argued that the full
standard was too demanding and that there was n&etmdemand for RSB certified
products. In this regard, a representative of gelakrgentinian farmers association stated
during a chamber conference call that “if RSB afskmers to commit to adoption of RSB
full standard (Tier 2) after three years, then nfashers will not sign it” (RSB, 2010a: .2)
Others argued that“[c]ivil society knew that byrsigg up, they would have to work with
industry, and if they stick to ‘you must comply vithe full RSB standard,’ participation will
be nearly non-existent. (...) There is no marketha world today for an RSB certified
product. (...) It will not be possible to sell the BR® industry players when there are other
lower cost options (...)(RSB, 2010c: 3-4)Overall, the meeting minutes provide evidence
for the confrontational nature of the discussionsrdy this period:

“It is less important to get consensus with othba@bers than to get the Standard
right. There was a problem with representation b&i@bers in the RSB all along”
(RSB, 2010b: 3).

On the other side of the debate, civil society @&ctovere concerned that the two-tier
certification system would effectively result inmatering down of the RSB standard. They
also feared that the introduction of tier one woclldate reputational risks for the RSB and
themselves (interview with NGO representatives).aidgt this background, strong
reservations and criticism were expressed agamtst the two-tier certification system and

industry’s opposition against a mandatory transiticechanism:

“A few months ago there was no Tier 1, only pedplgt wanted to join the RSB. It
seems strange that we are going to revise ourtsteufor a whole cadre of producers
that were not even interested in joining the RSBty a few months ago. (...) If
companies are not willing to come on board to thié RSB system, even after 3
years, then perhaps RSB should not exist” (RSB0g03-4).

Despite these concerns, civil society actors ewlytiagreed to the two-tier certification
system under the condition that a set of “incuraldsues was included. In an interview, a
member of the RSB Secretariat explained that ameisgas considered incurable, if non-

compliance with that issue was irreversible. Foaregle, this is the case when forests are
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cleared or basic human rights are violated (ineavivith a member of the RSB Secretariat).

Furthermore, civil society actors insisted thataasition to tier two had to be mandatory.

The design and content of the two-tiered certifaratsystem remained at the centre of
discussions throughout 2011. A working group wast#shed to define the details of the
transition process and several chamber and SB mgsewere held to further discuss and
negotiate the issue. However, there was little réontompromise between the two groups.
Civil society actors regarded most of the contdnthe full standard as incurable. In this
regard, social rights NGOs insisted on the inclussdé human and labour rights and others
regarded food security and sustainable livelihoadsindispensable (RSB, 2010d). As a
result, the final proposal for the content of tmre still included eleven out of the twelve
principles of the full RSB standard (RSB, 2011h:B)is was not acceptable for the group of
biofuel producers which continued to oppose a m@mgaransition mechanism and any

extra costs resulting from certification:

“Chamber Two considers any economic disadvantagbarfuel market originating
form sustainability certification as an incuraldRarticipating Operators should not be
demanded to transition to Tier 2 if at the endhad transitional period there is no
market demand for a product complying with all 1&CP[Principles and Criteria].
Doing so would mean an added cost to producershatiiey will not be able to
recover. This is considered by industrial producassan incurable issue” (RSB,
2011a: 4).

Eventually, bargaining broke down as no agreemeemgd to be possible between the two
groups. At a SB meeting in June 2011, a decisios mwade to not further pursue the issue.
The meeting minutes read that “there is no rear@st from potential users in a Tier One that

imposes limited claims but is not significantly ieaso comply with” (RSB, 2011c: 13).

The process analysis uncovered several rounds stitutional bargaining in the RSB.

Stakeholders bargained over the design of the seledecision-making arrangements and
the scope and content of its standard. Howevegaiang was found to occur relatively late
in the process, at a time when a formal governateeture was already in place. In other
words, it was not the dominant mechanism of instihal choice. Only as the standard-
setting process was nearing completion and thes adstertification became more apparent

did upstream industry actors (biofuel producers d&meldstock growers) challenge the
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institutional status quo in the RSB. However, fdre tmost part, their efforts were
unsuccessful and did not result in major changéd, hese conflicts had an effect on
stakeholder participation in the RSB. In this regaseveral producer organisations were
found to have left the biofuel roundtable. Why édkrey decided to exit the RSB instead of
trying to influence the regulatory outcome fromhiit? The analysis of bargaining power
and its distribution among stakeholder groups m REB helps to shed some light on the

issue.

In the rational design literature, bargaining povgethought to be an important intervening
variable which can tilt a design choice in one dimn or another. Essentially, its distribution
determines whose preferences prevail and whicktutishal outcome is selected (cf. Abbott
& Snidal, 2009a; Thompson, 2010). Abbott and Sn{@al09a: 72-82) describe how, in the
context of multi-actor schemes, bargaining powenifeats itself in two forms: GIAP and
“inclusion power”. GIAP refers to the ability of tacs to unilaterally meet some or all of their
goals. For example, a NGO possesses GIAP whemidcav on its normative authority,
expertise, and independence to unilaterally desigtandard that becomes the focal point in a
particular issue area. In a similar way, firms c&e their resources to create self-regulatory
schemes that deflect criticism but exclude non+iess stakeholders. Thus, GIAP creates an
“outside option” for independent action. On theartihhand, as the term implies, inclusion
power creates an “inside option” for participation collaborative schemes. Actors have
inclusion power when they possess competenciessmurces which others need in order to
achieve their objectives. For example, businessrachay find it necessary to include a NGO
in their scheme because they need its independamtenormative authority to legitimise
their activities. Similarly, NGOs may find it nesasy to include a firm in their scheme

because of its market share and expertise.

In the case at hand, it can be assumed that produmeps possessed a significant amount of
GIAP (or more accurately go-with-others-power).this regard, the RSB was not the only
certification scheme operating in the biofuel indysat the time. Around 2011, when
bargaining peaked in the RSB, there were severaé nmaustry-friendly schemes like the
ISCC available to them (Ponte, 2013). The existeoicéghese “institutional alternatives”
created viable outside options for producer groupshe RSB. When their attempts to
renegotiate the RSB’s governance structure andlatdnvere met with resistance, many of

them opted for these cheaper alternatives as exadehy the RSB’s slow market uptake
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(Schleifer, 2013). In this regard, one member a groducer constituency stated in an

interview:

“You know, the world moves on and we move on withgau if you do not keep up
with us. There is almost an industry of certifioas schemes out there.”

Also, and not anticipated by Abbot’s and Sindal'sdal, the bargaining position of producer
groups in the RSB was constrained by the set ¢éatdte choice rules already in place when
bargaining began. In this regard, civil societyoastcontrolled six out of the then ten voting
chambers which gave them sufficient “blocking pdwier fend off any challenges to the

institutional status quo. To a large extent, thigl@ns the institutional resilience of the RSB

despite strong internal challenges.

In sum, the analysis of the adoption process umeodveeveral rounds of institutional
bargaining in the RSB. However, institutional bamngay only occurred at a later stage of
organisational development, when a formal govereastcucture was already in place. In
other words, it was not an important mechanismibiiai institutional choice. Also, it did not
result in any major changes to the institutionaigie of the RSB. This could be explained
through the blocking power of NGOs and a high lexfeGIAP of southern producer groups.
Overall, there is little evidence to suggest thaicpsses of institutional bargaining had a
significant influence on the institutional desigrtloe RSB.

Coercive Pressures
The previous sections discovered close networkogdween the founders of the RSB and the
FSC and RSPO. It was described how they used thitisgives as templates when creating
their organisation and how they learned from thexperiences. Also, processes of
institutional bargaining were examined and how pomils groups — worried about the level
of NGO influence — challenged the institutionaltssaquo in the RSB. However, the RSB
and its design cannot be fully understood withoaohsidering the wider institutional

environment in which the scheme was initiated.

In Chapter 2, a distinction was made between navenadnd coercive environmental
pressures. It was argued that the group of latptad® are likely to be subject to the same
normative pressures and that this can have an igmeoeffect on them. On the other hand,
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there is reason to believe that coercive pressumagswell vary across industry sectors and
schemes. With a focus on transnational activistpzagms, it was argued that strong coercive
pressures will lead to a more inclusive diffusiontamme. This is because in these
environments business actors are likely to be maliimg to engage with civil society actors

in the context of MSls. Also, advocacy groups matpgressure on the founders of new MSlIs

to adopt a more inclusive approach. Thus, the folypothesis is:

H4: The diffusion outcome will be more (less) inclwesiW coercive pressures at the

point of adoption are strong (weak).

To examine this hypothesis, a background analymisitahe environmental conditions during
the adoption process will be conducted. Therefive empirical analysis will draw on media
reports, NGO reports, and secondary literature.theamore, interviews and primary
documents (e.g. meeting minutes) will be used tanmere how adopters perceived their

institutional environment and how they respondeid. to

Through the interviews and a background analysisang coercive pressures in the biofuels
sector could be identified as an important envirental factor influencing institutional
design choices in the RSB. Having launched theirative in the midst of the global food
crisis, the founders of the RSB came to believe the contentious nature of the biofuels
debate required an inclusive process in orderdich s process to be robust and to produce

meaningful results.

The launch of the RSB at the end of 2006 coinciaild increasing controversy surrounding
industrial biofuel production and the policies pating it. In the EU, the first significant step
to promote biofuels was Directive 2003/30 on thenpotion of the use of biofuels or other
renewable fuels for transport (European Union, 2008e directive set an indicative, non-
mandatory blending target of 5.75 percent to behed by 2010. To further promote the
cause of biofuels, the Commission formulated an $tategy for Biofuels in 2006 and in
2007 published the Renewable Energy Road Map (Eraission, 2006, 2007). The latter
proposed a binding target for the use of biofuelthe transport sector of 10 percent, to be
reached by all member states by 2020. In Januadg,2be Commission presented a draft
directive to the Council and the European Parliamehich was formally adopted as
Directive 2009/28, also known as the EU RED, tH¥dng year (European Union, 2009).
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Enacted in 2009, the EU RED established a blendiagdate for biofuels in the transport
sector of 10 percent, to be achieved by 2020 (EaogJnion, 2009). This and supporting
policies at the member state level created onbefmorld’s largest biofuel markets, with an
estimated volume of currently 14 billion litres465 percent of total transport fuels (USDA,
2013). A similar policy, the Renewables Fuels Stddhad been implemented in the USA a

year earlier (U.S. Environmental Protection Agemnegbsite).

From the beginning, the EU’s and USA’s biofuel p@s were highly controversial. When
scientific evidence emerged that using food crapdiofuels was inefficient and potentially
damaging for the environment (Nature, 2006), mareé more critical news reports about
biofuels and their impacts appeared in the maiastranedia (BBC, 2006; National
Geographic, 2006; The Guardian, 2005). Around #@raestime, environmental and social
NGOs started mobilising against biofuels and theegoments and firms promoting their
production. For example, in 2006, about 100 NGQOsliphed an open letter in which they
called upon the parties to the UN Framework Cornganton Climate Change to
“immediately suspend all subsidies and other foomsequitable support for the import and
export of biofuels”(Resilience, 2006). Then, public criticism of biefsi increased sharply
during the global food crisis of 2007/2008, as mhlayned biofuels as one of the key drivers
behind the price hikes occurring in this periodafjl & Cohen, 2009). As mentioned above,
at the height of the crisis, Jean Ziegler, thenlUheSpecial Rapporteur on the Right to Food,
even called biofuels a “crime against humanity” aeduested a five-year moratorium on
their production (The Guardian, 2008b).

Given the EU’s ambitious biofuel targets, publigicism and NGO campaigning activities

were particularly strong in Europe. Here, a cdbatiof environmental and human rights
groups, comprising Friends of the Earth, Oxfam,idwAid, Greenpeace as well as many
smaller NGOs like Biofuelwatch, Action Against Aduels, Agrofools, and Campaign

Against Climate Change, began campaigning agaiitstidds (interview with a biofuels

campaigner). Their activities took various forms tBe one hand, NGO campaigners tried to
shift the public discourse on biofuels by linkirgein to the global food crisis, land grabs in
Africa, and the destruction of rainforests in Latimerica and South Asia. To this end, many
of the more resource-strong groups like Oxfam amehBs of the Earth published reports and
conducted studies on biofuels and their impact eopfe and the planet. One example is

Oxfam’s Another Inconvenient Truth: How Biofuel Rots Are Deepening Poverty and
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Accelerating Climate Changend its central claim that rich countries’ biofyellicies would
push 30 million people into poverty (Oxfam Inteinatl, 2008). The report was widely cited
and referred to in the mainstream media, includifite Guardian, BBC, and Der Spiegel.
Also, NGOs were very active in lobbying the EU Coission to reduce its biofuels blending
mandate and, in particular, to limit the proportiohfood-based biofuels. For example, in
2007, an open letter was sent to the EU Commiggiotesting against its plans to import
palm oil based biofuels from Indonesia and Malay¥éarld Rainforest Movement, website).
Furthermore, anti-biofuel activists engaged in diraction against governments and
companies. For example, in 2008 campaigners fromenés of the Earth, the Campaign
Against Climate Change, and Biofuelwatch demonstiatutside Downing Street to protest
against the Renewable Transport Fuel Obligatiopolicy which introduced a blending
mandate for biofuels in Britain (Campaign Againdin@te Change, website). In the same
year, the European Biofuels Expo in NottinghamsfiitK) and the World Biofuels Market
in Brussels were disrupted as NGO activists bloakatiances, set off rape alarms inside the
buildings, and displayed protest banners (ASEEDbsie; The Guardian, 2008a).
Furthermore, there are press and NGO reports ghdlic shaming activities against single

companies, including Cargill, Virgin Airlines, BIU¢G, and Vopak (Biofuelwatch, website).

It was in this environment that the founders of R8B held their initial meetings. The
meeting minutes and interview material allow ingsginto their thinking at the time, and how
they interpreted and responded to the situatiotihénbiofuel sector. On the one hand, they
saw the many problems associated with biofuel prhdi as an important reason to create
an initiative like the RSB in the first place. Gretother hand, they believed that, given the
highly contentious nature of biofuels, it neededimciusive process in order for such a

mechanism to be successful.

In their analysis, the turn toward bioenergy woutthnsform agriculture and forestry
worldwide more profoundly than any development sitite Green Revolution(German
NGO Forum on Environment and Development, 20060) ah the Bonn Bioenergy
Conference the “[e]nvironmental and social impadtdioenergy were a key concern (...).
Issues such as deforestation, soil depletion, fmrity, and displacement of populations
were all discussed” (German NGO Forum on Envirortnagrd Development, 2006b). In a

white paper, which laid out the rationale for cmegta sustainability standard and
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certification programme in the biofuels sector, BEfeFL provided a detailed analysis of the

risks involved:

“An increased demand for biofuels is triggering thgansion of agricultural land,
with potentially devastating results in some ar@dee clearing of land in south-east
Asia (e.g. Malaysia) for palm oil production is oofethe leading causes of rain forest
destruction in the region. (...) Another often-quoigglie is the competition with food
agriculture in the case of a significant scale-tighe biofuels production. Making
biofuels from plants already in demand for food;lsas sugar beet, sugar cane, soy,
corn, and canola/rapeseed, raises the prices dbdloeversions and reduces available
supplies” (EPFL, 2006).

In their perception, these risks and the transnatimature of biofuel production required
“the major stakeholders in business, government awitl society at large to agree on: a
shared vision, principles to follow, minimum criterto observe, and the instruments of
implementation”(German NGO Forum on Environment and Developmed@62) In other
words, it required a multi-stakeholder process egification mechanism which the group
of people that first met in November 2006 at thé-EEnergy Center agreed to initiate. As
described in the previous section, the founding bemnof the RSB had extensive experience
with multi-stakeholder governance in other sect&esveral members of the founding group
had been involved in the FSC and RSPO and thesiatives served them as important
reference points. From the FSC they learned th#tarforestry sector stakeholder inclusion
had proven essential, especially during crisisasidms, and it was shown how this lesson had
informed their institutional design choices. ClgaHowever, this learning process cannot be
considered independently of the context in whiol REB was conceived and initiated. As
shown below, it is very likely that the designefdlee RSB became interested in topics like
crisis management and the robustness of multi-stdéler processes because of the highly
politicised nature of the environment in which tlvegre operating.

In this regard, the interview material reveals htwe members of the founding group
perceived the situation in the biofuels sector &mav it affected their thinking about
launching a multi-stakeholder process in this aré&sked about the situation in the biofuels
sector, one of the principal initiators of the R&Bhe EPFL Energy Center elaborated on the

high level of political conflict and ambiguity inhé biofuel sector and how it was

143



fundamentally different from his previous experiengith multi-stakeholder governance in

the anti-corruption area.

“In biofuels there was so much polemic and crititig ake, for example, Jean Ziegler
and his statements. The situation was so explasivk created the necessity for a
broad process. (...) In the anti-corruption areaaswlifferent. Here, you made a little
progress and everybody said it was good. Blackvamite was much clearer defined.
Biofuels were different. You can have the same rimfttion, but very different
opinions. If there is so much ambiguity, you neadwch broader process. Ambiguity
defines the efficiency of the process you can bdiltat is why the RSB needed to be
inclusive. (...) If you try a quick shot, it is liketo be a shot in the foot and you have
achieved nothing” (interview with a member of tHeRE Energy Center).

Another member of the FSB explained that “the caxipy of biofuels made it necessary to
have a range of different voices at the table. Was in a sense trying to get ahead of some
of the criticism of biofuels by getting in placédramework that would diffuse concerns about
the competition with food{interview with a member of the FSB). Very simiktatements

were made by other individuals involved in the pathges of the RSB process:

“Biofuels cover so many different kinds of feed ct®, are produced in so many
different kinds countries, and there was so mugattrogersy surrounding it. Having
something narrow was not useful in our thinking.would not have had any
credibility or legitimacy” (interview with a membei the FSB).

The evidence laid out above allowed insights in ttiiaking of the founders of the RSB.
Providing support for Hypothesis 4, it was shownvhbey perceived the highly politicised
nature of the biofuels sector as a defining enwvirental factor. They reasoned that only a
broad process involving all key stakeholder growmposild have a chance of success in this

environment and therefore opted for an inclusiveragach, similar to that of the FSC.

Normative Pressures
Besides a high level of political conflict in théotuels sector, transnational norms of good
private governance practices could be identifiedmenvironmental factor influencing the
institutional trajectory of the RSB. As discussadrore detail in Chapter 2, these norms are
being developed by the ISEAL Alliance. Created @2, ISEAL is an association of leading
private standard-setting systems. Among its foumparembers are the FSC, the IFOAM, the
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FLO, and the MSC (ISEAL, website-a). Probably thestnmportant normative document
developed by ISEAL, is it€ode of Good Practice for Setting Social and Envinental
StandardqISEAL, 2012). First released in 2004, the code laut principles and criteria for
how to create credible private standard systems GMhthe most important procedural
requirements of the ISEAL code is stakeholder isidn in the decision-making and
standard-setting process. In this regard, the stigelates that (ISEAL, 2012: 8):

» Standard-setting shall be open to all interestetigsa

» Participation and decision-making needs to refiedbalance of interests (subject
matter and geographic scope)

» Participants shall include stakeholders with aneetxge relevant to the subject, those
that are materially affected by the standard, amukeé that could influence the
implementation of the standard.

The normative framework created by ISEAL has becamamportant reference point for
private sustainability initiatives — also for theuhders of the RSB. The in-depth analysis
revealed that ISEAL and its code was already dssdigt the scheme’s foundational meeting
in 2006.

“Discuss with ISEAL to ensure that we don’'t makegmance mistakes at the
beginning that compromise legitimacy later (RSB)&0

Then, in November 2007, the RSB Secretariat stadezkplore with ISEAL the possibility
of becoming a formal member and, about a year,|ther SB made a decision to formally
“adopt the ISEAL Code of Good Practice of Standaedting for RSB activities” (RSB,
2008b: 2). Shortly after, the RSB became an assoni@mber of ISEAL and a full member
in 2011 (interview with a member of the RSB Seaiata The meeting minutes and
interview material confirm that the ISEAL norms y#a an important role in the design
process of the RSB. Often in discussions aboustheme’s decision-making and standard-
setting arrangements, references were made to ISAAlLits code of good practice (RSB,
2010h). Notably, the RSB’s decision to open itsidéads for public consultations could be
traced back to the ISEAL Alliance and its framew{&EAL, 2012: 9).
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4.5 Summary of Findings

This was the first of three case study chaptersexttmined the diffusion of private
participatory governance to the biofuels sectorteAfproviding some case context and
background information, the institutional develominef the RSB from its inception to the
launch of the formal organisation was described.pAg of this, a detailed analysis of the
scheme’s rule-making and decision-making arrangésmweas conducted. They were found
to be open and balanced, confirming the RSB to bhighly inclusive governance
arrangement. In order to explain this outcome, ghecess of institutional diffusion was
traced. The process-analysis was guided by thgtaalframework developed in Chapter 2.
This framework distinguishes three stages in thiéuslon process — source selection,
transmission, and adoption — and specifies a sastdéible hypotheses about the cause-and-

effect relationships that influence institutionatcomes (see Table 20, Section 4.4).

Consistent with the underlying diffusion model, tempirical analysis revealed how the
founders of the RSB did not design their organisatirom scratch. Instead, they turned
toward already-established MSiIs in other fieldsrider to learn from their experiences and to
imitate their structures. The interviews and primdocuments suggest two main causes of
institutional diffusion for this case. Firstly, tii@eunders of the RSB hoped to save time and
resources by learning from the experiences of sthand, secondly, they were uncertain

about what constitutes a good design and wantaddim making mistakes.

Close network ties to the FSC led them to seleetftinestry initiative as a primary target
institution. It was shown how the scheme servedntlas an important reference institution
during discussions about institutional design aaddards. Finding support for Hypothesis 1,
a correlation could be established between thelyhigguticipatory approach of the FSC and
the diffusion outcome. However, the FSC was notahly source model considered by the
founders of the RSB. In this regard, it was fouhdt tthey looked also at the design of the
RSPO - one of the first MSls in the agriculturetsec

Examining the transmission of ideas, the withinecasalysis uncovered traces of a learning
process. In this regard, the founders of the R$Bhdt simply imitate the forestry or palm oil
schemes, but drew lessons from their experiengesidhg support for Hypothesis 2, they

came to believe that the FSC's highly participat@ygproach was essential for its
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organisational success. However, in other areag dheerged from the FSC model. For
example, learning about the importance of distigigumig between firms that occupy different
positions in the supply chain, they turned towdrd RSPO with its more differentiated

chamber structure.

Moving on toward the adoption stage of the mode& process analysis revealed how,
worried about the level of NGO influence, produgesups from the global south challenged
the institutional status quo in the RSB. Howevemvas found that institutional bargaining
only occurred at a later stage of organisationalelbppment, when a formal governance
structure was already in place. In other wordsgéaring was not an important mechanism of
initial institutional choice. Also, it did not relsun any major changes to the institutional
design of the RSB. This could be explained by tleeking power of the NGOs and a high
level of GIAP of the group of southern producersug, overall the case study produced little
evidence that institutional bargaining had a sigaiit effect on the diffusion outcome

(Hypothesis 3).

Finally, the nature and strength of environmentaspures at the point of adoption were
examined. In support of Hypothesis 4, it was fodhat strong coercive pressures in the
biofuels arena influenced the diffusion outcomeviH@ launched their initiative in the midst

of the global food crisis, the founders of the R&Bne to believe that the contentious nature
of the biofuels debate required an inclusive predesorder for such a process to be robust
and to produce meaningful results. Furthermoreptbeess analysis revealed how emerging
transnational norms of good private governance otssenl normative pressures on the

founders of the RSB to adopt a participatory apghnoa

In order to allow for a comparative analysis, thextntwo chapters will analyse the

institutional diffusion of private participatory gernance to the soy and sugarcane sectors.
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Chapter 5: The Roundtable on Responsible Soy

5.1 Introduction

The previous chapter traced the diffusion of pevparticipatory governance to the biofuels
sector. It established a correlation between tigalhiparticipatory approach of the source
model (FSC) and the diffusion outcome (RSB). Furtiege, by examining the exchange of
ideas between the two organisations, traces ofamiley process were uncovered. The
founders of the RSB came to believe that the F®{@jkly participatory approach had been
essential for its success as a private standatituiien and certification scheme. Also, it was
found that strong coercive pressures in the irtgiital environment of the RSB influenced

the diffusion outcome. In the form of a transnadiioadvocacy campaign against biofuels,
these pressures pushed the founders of the RSBgage a wide range of stakeholders in
their standard-setting activities. They believedttia narrow process would have little
chances of succeeding in such an environment. # thes confluence of factors which

explains why the founders of the RSB adopted alfigiclusive approach. On the other
hand, although institutional bargaining could besased, the case study produced little

evidence to suggest that it had a significant eéfbecthe diffusion outcome.

In order to create a baseline for comparison, @nid the next case study chapter trace the
diffusion of private participatory governance te thoy (RTRS) and the sugarcane sectors
(BS1/Bonsucro). In the inventory of MSIs conductedChapter 1, these schemes were found
to exhibit a medium and low level of inclusivenaesspectively. As in the previous chapter,

the empirical analysis will be guided by the diftus model developed in Chapter 2. The

model distinguishes three stages in the diffusi@mtgss — source selection, transmission, and
adoption — and identifies a set of testable hym#bhabout the cause-and-effect relationships

that may influence institutional outcomes.

The remainder of this chapter is structured a®v¥adl in a first step, some case context and
background is provided. Then, the institutionalelepment of the RTRS is described, from
the scheme’s inception to the launch of the fororglanisation and the finalisation of the

standard-setting process. As part of this, a metailed analysis of the scheme’s decision-
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making and rule-making arrangements is provided fimal step, the analytical framework

developed in Chapter 2 is used to explain thetirtginal outcome for the case at hand.

5.2 Case Context and Background

Soybeans have been cultivated by mankind for mnmieenn China, during the Zhou Dynasty
(1046 to 256 BC) and the Qin Dynasty (221 to 206.B.soybeans became one of the main
food crops in the Yellow River Valley. By the tinoéthe Ming Dynasty (1368 to 1644 B.C.),
soybean cultivation had spread throughout the cguf@lay, 2004: 174). Today, soy is
grown around the world and has become one of thst imngportant commodities for the

production of food, feed, and fuel.

The soybean is often referred to as the “king eflibans”. The dry seed contains 38 percent
protein — more than any other food crop and twenach as pork. Furthermore, it contains
18 percent unsaturated fats. These qualities make as key crop for food and feed
production. About 85 percent of global soybean pobidn is processed into soybean meal
and oil. The oil fraction is mostly used for hum@onsumption in the form of edible oils. Of
the soybean meal fraction, approximately 98 percemrocessed into high-protein animal
feed. More recently, soybeans have also becomeedstieck for biodiesel production.
However, only a small percentage (< 5 percenthefworld’s soybean oil is used in this way

(Marketsandmarkets.com, 2013).
The world’s largest soybean producers are: the UBAzil, Argentina, China, and India (see

Table 16). It is also the USA, Brazil, and Argeatiwhich dominate the global soybean trade,
with China and the EU being the world’s largest amtprs (FAO, website-b).

Table 16: Top 5 Producers of Soybeans 2012

Country Production (million tonnes)
USA 82.1
Brazil 65.7
Argentina 51.5
China 12.8
India 115

Source: FAO STAT
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Soy is the fastest expanding crop in the world.v&ri by a growing world population,
changing diets in developing countries (notablyAisia), and a ban on feeding animal
proteins to ruminants in the EU, the total landaavader soy has almost doubled in size over
the course of the last two decades (see FigureAbgprding to FAO statistics, the total land
area under soybeans increased from 56 million hecia 1992 to about 106 million hectares
in 2012 (FAO, website-b). For comparison, thishew twice the size of the UK.

Figure 16: Global Land Area under Soybeans (millieactares)
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The expansion of soybean fields is predicted tdicaa in future. Using FAO data, Masuda
and Goldsmith (2009: 153) estimate that by 203Qdked land area under soy will reach 140
million hectares. Most of this growth will occur lratin America, with Brazil expected to

soon overtake the USA as the world’s largest predo€ soybeans (Agrimoney.com, 2013).

The so-called soy boom of the 1990s and 2000s pasked much debate about the
environmental and social impacts of soy productione of the major issues raised in this
debate is deforestation, notably the destructiorawfforests in Latin America. The majority
of soy expansion has taken place in Argentina arakiB which between 1992 and 2012
increased their total land area under soy by 14lkomhectares and 15.5 million hectares,

respectively (FAO, website-b). This accounts foow#th60 percent of global soy expansion
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during this period. Environmental groups argue thatprocesses of direct and indirect land
use chang® soybean cultivation is a major driver behind thestclction of the Amazon
rainforest. Related to this, soybean expansionsis aften associated with climate change,
biodiversity loss, and land grabs in the globaltso(BBC, 2011; The Guardian, 2010;
Urioste, 2013).

Another highly controversial issue surrounding sowpduction is the widespread use of
GMOs. Today, close to 80 percent of the global saybharvest is GM (GMO Compass,
website-a). This has led to a number of environalersiocial, and human health related
concerns. One important issue in this debate isthigawidespread use of pesticide-resistant
GM soy has not reduced but instead increased thamum@inof agrochemicals used. In this
context, concerns have been raised that the inmem@sid concentrated use of agrochemicals
such as glyphosate poses a risk to human healtihtanget animal species (e.g. birds), and
the natural environment (e.g. soils and water). e®thhave warned against so called
superweeds — that is, weeds that are resistamniveational pesticides such as glyphosate —
or that GM crops could pass their modified traitsto wild relatives via processes of out-
crossing (Adler, 2011; Earth Open Source, 2012; G, 2013). Furthermore, it has been
pointed out that GM crops are creating new depeciderfor farmers in the global south.
These dependencies arise as local seed systentaditibnal farming methods are replaced
by patented seeds and other expensive agrochempcas (UN General Assembly, 2009).

In absence of effective public regulation, and gitlee industry’s multiple challenges, private
governance arrangements have become an importanbfpéhe global soy regime. The
evolving system of private governance in the sagtaeincludes firm- and industry-level

self-regulation as well as multi-stakeholder schexsee Table 17).

% Direct land use change occurs when previously ltimated land is converted to the production of.soy
Indirect land use change is a process in whiclexpansion of soy displaces other agricultural #@ivto
previously uncultivated areas.
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Table 17: Private Regulation in the Soy Industry

Scheme Initiator Geographical Focus of standard
focus
Basel Criteria for | NGO initiative Global Social and environmental
Responsible Soy impacts (no GM soy)
Production
ProTerra Auditing firm Global Social and environmental
Foundation impacts (no GM soy)
Roundtable on Multi-stakeholder Global Social and environmental
Responsible Soy impacts of mainstream soy
production
Soja Plus Program Industry consortium Brazil Soeralironmental
impacts of mainstream soy
production

Today, these arrangements are an important sofie@voonmental and social regulation in
the soy industry. They define standards for pesticise, land-use change, labour rights, etc.
and often rely on incentive-based mechanisms feir implementation. One of the most
significant private schemes in the soy sectorimsgeof visibility, membership, and volume is
the RTRS.

5.3 The Roundtable on Responsible Soy

Launched in 2004, the RTRS is a private standattdigeand certification body, created to
mitigate the social and environmental impact obglassoy production. In a multi-stakeholder
process, it defines principles and criteria for sfrensible” soy production and via
certification provides market incentives for th@mplementation. This section traces the
institutional development of the RTRS from its iptten to the launch of the formal

organisation. With a focus on the design of the B'BRule-making and decision-making

arrangements an assessment of the scheme’s ireresiv is provided.

5.3.1 Inception

The RTRS evolved out of the Forest Conversiondtite (FCI) of the WWF. Starting in
1998, a team at WWF Switzerland began exploringpttodblem of forest conversion in the
global south. They quickly identified agricultuiaduced land use change as one of the key
drivers behind deforestation in the tropics (inteww with the former Director and
International Coordinator of the WWF FCI). Becaw$eheir high expansion rates oil palm

and soybeans in particular were singled out asgbéighly problematic from a forest
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conversion perspective. The expansion of soy waaténing the Amazon rainforest and oll

palm expansion the rainforests in Indonesia anchiys:

“Palm oil and soy constitute the largest raw matevase for the rapidly expanding
edible oil market (...). This growing demand globaity palm oil and soy and the
subsequent expansion of these crops is a key drioirce behind forest and habitat
loss” (WWF, website-a).

As it stood at the time, the WWF had no strategynstruments in place to deal with the
problem of agricultural-induced land use changetillimen, the WWF's forest conservation
efforts had been exclusively focused on the foyestictor and the FSC as the main forum
and instrument to promote sustainable forestrytes In contrast, agricultural activities

were not included in its forest conservation stygte

“WWEF did not have a very good response to that eedeing an environmental
organisation it did not have the know-how to deéhvagricultural issues and there
was a lot of debate whether we should deal witlseghissues at all” (interview with
the former Director of the FCI).

Against this background, WWF Switzerland pushedifatuding agricultural-induced land
use change in the WWF's overall forest conservastmtegy. After overcoming initial
resistance from other parts of the network, théf®ete led to the creation of the FCI in 2001.
Initially hosted and led by WWF Switzerland, thellsG@nain goal is to reduce the conversion
rate of so called high conservation value forestsaim oil plantations and soy fields. To this
end, the FCl initiated two MSls, the RSPO and thi&R (WWF, 2005b).

Organised by the FCI, the RTRS’ foundational wodsiiMoving towards Sustainable Soy
Production: A Global Multi-Stakeholder Effgprivas held in London in May 2004. The
central goal of the workshop was to “have an opahange of information and discussions
about a successful process to more sustainablestream soy production” (WWF, 2004a).
The workshop was attended by about 25 particip&mis civil society, industry, and
producer groups. Representatives from IGOs or stgancies did not participate. At the
meeting, the different stakeholder groups discugkedmajor impacts of soy production,
existing sustainability initiatives in the agriaulé sector, and the possibility of creating a set

of global principles and criteria for sustainabdg roduction. The most important outcome
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of the meeting was the decision to form an OrgagisCommittee (OC), charged with
organising a first roundtable conference of the amaoy stakeholders in 2005 (WWF,
2004a).

5.3.2 Formation Phase

Like the RSB, the RTRS was initially governed by ah hoc group of people who had
volunteered at the scheme’s founding workshop imdom in May 2004. In principle,
participation in the OC was open to all interespadties with a stake in the soy industry.
However, OC members had to pay a membership f&ks86f10,000 which was used to fund
the activities of the group (WWF, 2004a). Over tioeirse of the next two and a half years,
the members of the OC did much of the institutiocraation work. The group met several
times a year via teleconference or in person. QuUAN04 and 2007, a total of 35 such
meetings were held. As in the case of the RSB E&Bmembership of the OC varied greatly
during the time of its existence. As the initiatiegolved, new members joined the OC,
whereas others left or scaled back their involvamEowards the end of the formation period
the OC counted had 11 members. Industry membehsdied: ABIOVE (Brazilian Oilseed
Processors Association), ABN AMRO Group, APPRESA¥géntinian No Till Farmers
Association), Grupo André Maggi (Brazil's largesbgucer of soy) Coop Switzerland, and
Unilever. Among the civil society members were IPARmMazon Environmental Research
Institute), Guyra Paraguay, Solidaridad, and WWF.

Important milestones during the formation phasdunhed the organisation of the first
roundtable conference in March 2005 in Foz do IguaBrazil. Bringing together
stakeholders from across the industry, the evervedethe OC as a forum to promote the
initiative and to launch a broader discussion abesponsible soy production (interviews
with various members of the OC). Following the @ehce, the OC decided to organise an
expert workshop to further explore the technicdésif sustainability criteria for mainstream
soy production. Held in Buenos Aires, ArgentinaAioril 2006, the workshop was attended
by more than 50 participants from industry, civdcety, and producer groups. They
discussed the social and environmental impact®ypsoduction and ways to mitigate them
through better management practices. Providing lihsis of the later standard-setting
process, the workshop identified what participg@sceived to be the key environmental and

social impacts of soy production: (1) habitat casie and biodiversity loss; (2) soll
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degradation and erosion; (3) contamination andthesdfects of agrochemicals on man and
environment; (4) qualitative and quantitative hydgical changes; (5) infrastructure; (6)
workers’ rights; (7) loss of livelihoods for smaltale land use systems; (8) migration (rural
to urban areas and rural to forest ecosystems); (@hdland rights conflicts (illegal

acquisition, land use rights violations, and indigees land rights) (RTRS, 2006a).

Then, in August 2006, a second roundtable conferevas organised. At the conference, in
Asuncién Paraguay, its 200 participants made a commitmenegponsible soy production
and announced the establishment of “a legally teggd organization with a governance
structure, and a plan for developing and implenmgntglobally applicable criteria and
indicators for defining responsible sdRTRS, 2006a).

5.3.3 The Formal Organisation

In November 2006, the OC met in Rolle, Switzerlalmdlaunch the RTRS as a foundation
under Swiss law (RTRS, 2006c). The OC was repldzmgdan Executive Board (EB),
supported by a newly created secretariat basecuan® Aires, Argentina. Furthermore, a
GA of all members of the RTRS and a so-called Rylas Criteria Verification Development
Group (PCVDG) were established. The GA is organisdtiree stakeholder chambers (civil
society, industry/trade/finance, and producers)k @dugroup of observers (e.g. government
agencies and 1GOs) with no voting rights. Also, R@VDG, the RTRS’ primary standard-
setting body, features the three chamber structbee. Figure 17 for an overview of the

organisational structure of the RTRS.
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Figure 17: Organisational Chart of the RTRS
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The GA held its first meeting in May 2007 in SdaPaBrazil (RTRS, 2007b). According to

the Statutes of the RTRS, the GA is the organisatibighest decision-making body. It has a
quorum if more than 50 percent of the members oh emnstituency group are present. In
the GA, each of the three stakeholder chambershatb power. By a simple majority vote
of their participating members, chambers can egertlieir right to veto and thus prevent a
decision from being passed. Among the GA’s mostortgnt powers is the election of the
EB. Therefore, each constituency group elects uUpvéorepresentatives which represent the
chamber at the EB-level. Furthermore, the GA apgsdhe standard and budget of the RTRS
(RTRS, 2007c). Currently, the RTRS has 156 membeigure 18 provides a detailed

breakdown of the composition of the RTRS’ membershi
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Figure 18: Composition of the Membership of the BTpercentf
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The Statutes of the RTRS identify the GA as theanigation’s highest decision-making
body. However, in practice most decision-makingtie RTRS takes place in the EB
(interview with a member of the RTRS Secretarii.members convene several times a
year to discuss and reach decisions concerningRRS and its standard. Also, the EB
appoints, directs, and controls the RTRS Secretarfee meetings of the EB are quorate if
more than 50 percent of its members, representingpastituencies, are present. Decisions
are reached by consensus. If no consensus caratigeteon a particular agenda item, then
each board member has one vote within his/her toesty. As in the GA, each
constituency takes its decisions by a simple migjai votes. In order for a decision to be
passed successfully the positive vote of all troeestituencies is required (RTRS, 2007c).
Using the four key stakeholder groups (civil sociabrth, civil society south, economic
north, and economic south) defined in Chapter @uiei 19 provides a detailed breakdown of
the composition of the RTRS EB during 2007-2010.

% This figure has been composed from the membelishiprovided on the RTRS website
(http://mww.responsiblesoy.org/, January 2014)tfis end, members have been identified as eitHengimg
to one of the following categories: Industry, cisdciety, or others. Then, the location of theimeanstitution’s
headquarter has been used to determine their gagrograrigin (global north or global south).
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Figure 19: Composition of the RTRS’ Primary DeaisMaking Body (percerft)
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Shortly after the GA had convened for its first mvag in May 2007, the PCVDG began its
work. Facilitated by Proforest, a UK-based consuljafirm, the rationale behind the
PCVDG was to bring together a group of stakeholtless was:large enough to encompass
the different parts of the soy supply chain but ls@a@ough to be workable(RTRS, 2007a:
16). Appointed by the EB, its membership reflected thrganisation’s three chamber
structure, with each stakeholder group being remtesl by 9 members (Proforest, 2009).
Although the available data does not allow for aact breakdown of the PCVDG members’
geographical origin, there is evidence for a badncepresentation. In this regard, a
document by Proforest specifies the geographidgirof the PCVDG members as follows:
civil society (Argentina, Brazil, China, and Netlads), industry/trade/finance (Argentina,
Belgium, Brazil, Netherlands, Switzerland, and USAhd producers (Argentina, Brazil,

India, and Paraguay) (Proforest, 2009).

In the PCVDG, decisions on draft principles andecia were reached by consensus, which
its terms of reference define as “general agreemefthout sustained opposition on

substantial issuefRTRS, 2007d: 3). However, a voting procedure exish the event that

%" This figure has been composed from the meetingiminof the RTRS EB. To this end, board members hav
been identified to either belong to one of thedwiihg categories: Industry or civil society. Thém location of
their home institution’s headquarter has been tseétermine their geographic origin (global nasttglobal
south).
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no consensus could be reached. For regular degisaiing, at least 50 percent of the voting
members needed to be present in each of the tlmestittiencies. Decisions were then
reached by simple majority of the whole group arsthale majority within each of the three
constituencies. For approval of the principles anideria as a whole, the quorum was
increased to two-thirds of the voting members ircheaf the three constituencies.
Furthermore, specific to the civil society consitay, support from two-thirds of each of the

social and environmental sub constituencies wasined) (RTRS, 2007d).

The process leading to Version 1.0 of the RTRSdiies and Criteria, involved five in-
person meetings of the PCVDG during 2007 and 2B@86ilitated by Proforest, the meetings
were held in turn in Brazil and Argentina, two bétworld’s largest soy producing countries
(Proforest, 2009). Furthermore, following the gliles of the ISEAL Allianc®, the
standard was opened for three public consultatesiogs during which external parties could
comment on it (RTRS, website). During the firstmdwf public consultations (March-May
2008), the PCVDG received 774 separate commenta #0 respondents. Furthermore,
Proforest organised a feedback session duringhing RTRS Roundtable Conference on
Responsible Soy in April 2008 in Buenos Aires iniahhover 150 people took part
(Proforest, 2008). The feedback from the three ipudmnsultation rounds was worked back
into the standard, leading to the RTRS Principles @riteria Field Testing Version in April
2009 (RTRS, 2009d). After field-testing the stamam International Technical Group was
convened in March 2010. For the group, the RTRSeBatat recruited 12-18 people, with
equal representation of each of the three constyugroups (RTRS, 2009a). After the
International Technical Group had reviewed the R'HRi&ciples and Criteria Version 1.0, it
was sent to the EB and GA for formal approval (RT®REbsite). Shortly after, in June 2011,
the RTRS issued its first certificates. See Figk@efor an overview of the institutional
development of the RTRS.

2 |SEAL is the leading umbrella organisation in fied of private sustainability governance. Onetsf
primary functions is that of a meta-standard seltethis regard, its standard-setting code deflmest practices
for setting social and environmental standards AISEvebsite-b).
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Figure 20: Institutional Development of the RTR@0#-2011)
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5.3.4 Assessing Inclusiveness
Using the qualitative indicators developed in Ckaj& (Section 2.5.1), this section assesses
the inclusiveness of the RTRS’ standard-setting @axision-making arrangements. To this

end, their openness, composition, and constitutiles are examined.

Standard-setting in the RTRS was organised in @¥G. The PCVDG was formed in
October 2007 and over the course of the next theses defined and operationalised the
RTRS Principles and Criteria. But unlike the RS RTRS restricted access to its standard-
setting body. In this regard, the EB appointed alsgroup of experts to define the draft
principles and criteria. However, the compositidnttos group was found to be balanced.
There was equal participation from producers, itgusind civil society as well as a balance
between organisations from both the global nortth hae south. Furthermore, following the
guidelines of the ISEAL Alliance, the RTRS opentxdstandard for three public consultation
periods during which external stakeholders couloviole comments and feedback on the
standard. As noted above, during the first rounguddlic consultations (March-May 2008),
the PCVDG received 774 separate comments fromsfbrelents.

With regard to decision-making, the RTRS was ifiitigoverned by the OC, aad hoc

group of people who had volunteered at the org#airsa foundational workshop. Then,
when the RTRS became a formal organisation in 2086 0C was replaced by a formally
elected EB and an annual GA of its members. In Hetlision-making bodies, industry actors

outnumber civil society actors. However, a righvvefo for the civil society chamber protects
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the organisation against regulatory capture. Weitpard to geographical representation, the
composition of the EB reveals a strong participatioom the global south in the RTRS’

primary decision-making body.

Overall, the inclusiveness of the RTRS ranges batweedium and high. In this regard, the
scheme restricts access to its standard-setting, ot maintains a careful balance between
the key stakeholder groups. With regard to decismaking, the RTRS’ central decision-
making body is mostly balanced and a veto positmncivil society actors protects the
organisation against the possibility of regulatagpture. See Table 18 for a detailed

overview of the inclusiveness of the RTRS.

Table 18: Inclusiveness of the RTRS (Overview)

Standard-setting Principle Criteria Verification Development Group

arrangement

Membership rules Restricted (members appointeddegitive Committee)
Composition Balanced

Consultation mechanism Yes

Primary Decision-making
arrangement

Executive Committee (Organising Committee)

Membership rules

Restricted to members (Fee of LIBS00 to join Organising
Committee)

Composition

Balanced

Collective choice rules

Protection against regujat@pture (civil society actors
possess a formal right of veto)

Secondary Decision-making
arrangement

General Assembly

Membership rules

Open
(membership fees depending on size and stakehcddegory)

Composition

Unbalanced

Collective choice rules

Protection against regujat@pture (civil society actors
possess a formal right of veto)

5.4 Tracing the Diffusion Process

In Chapter 2, diffusion was defined as a causatgs® in which a diffusion practice is
transmitted from a point of origin to a point ofagdion. One of the main arguments of this
literature is that processes of diffusion lead nstitutional isomorphism or convergence.
States and organisations are thought to converga oommon model as they mimic the
structures of those whom they know and perceivesiaxessful. In fact, the notion of
increasing similarities between prior and latergdcs is inherent to the concept of diffusion

as it is frequently used in the literature (Elkiasd Simmons, 2005: 2, Ovodenko and
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Keohane, 2012: 524). On the other hand, howeveretlare numerous studies that have
shown that practices often vary as they diffuseingdér-Vidra & Schleifer, 2014). One
example is Borzel's and Risse’s (2011) study ofdtusion of the European Union (EU)
model. They find that this process has led to &igpmt variation in institutional and
behavioural outcomes among adopters. In a similay, wralkner and Gupta (2009) and
Radaelli (2005) show how processes of institutiodéusion have led to only limited

degrees of convergence.

With a focus on the agriculture sector, this disgem traces the diffusion of private
participatory governance in the agriculture sechorthe previous chapter, the case of the
RSB in the biofuels sector was investigated in-de@ontinuing the empirical analysis, this
chapter now examines the diffusion of the MSI tusitbnal model to the soy sector with the
objective to explain why the RTRS has taken thenfdescribed above. Therefore, as in the
case of the RSB, the analytical framework develdapegdhapter 2 is applied. This framework
disaggregates the diffusion process in three phasmsrce selection, transmission, and
adoption (see Chapter 2, Section 2.4.4). With audoon these different stages four
hypotheses were formulated. These hypotheses hekiitm of intervening factors and may
help us shed some light on the question why mtdieholder institutions vary in their level
of inclusiveness as they diffuse in the global @etoyn. In order to explain the institutional
outcome for the case at hand, this model is noviexpfo the case of the RTRS. Therefore,
the empirical analysis can draw on 15 semi-strectunterviews conducted with members
and observers of the RTRS process. Furthermorejmplete set of minutes of the OC/EB

and GA meetings is available for the years 20041201

5.4.1Causes

Consistent with the underlying diffusion model, toeinders of the RTRS did not design
their organisation from scratch. Instead, theyedrio already established initiatives in other
fields for inspiration and to learn from their expaces. Also consistent with diffusion
“theory”, the interview material and meeting mimteuggest two sets of motives for
imitating the design of other schemes. On the arelhthe creators of the RTRS hoped to
save time and resources. On the other, they wdatkérn from the experiences of others in

order to avoid making mistakes.
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The available documentation reveals that a decigicgngage in imitation and learning was
made early on in the process. In this regard, @RMNRS’ foundational meeting, participants
formed several working groups to look at varioupeas$s of sustainability in relation to
global soy production. One of the working groupswharged with making a compilation of
existing efforts in the area of sustainable agtimel After discussions, there was consensus
among the members of the working group “regardirggrieed to tap into existing work and
efforts being carried out in different countriesvarious issues related to sustainability in the
field of agriculture”. It was pointed out that “thiRoundtable needs to build upon past
achievements and on-going efforts as opposed noeasting the wheel”. Furthermore, it was
argued that “[c]opying existing models will providgportunities to learn from mistakes and
speed-up the process” (WWF, 2004a: 3). As obseirvélde case of the RSB and consistent
with the underlying institutional diffusion modé¢hese motives led the founders of the RTRS

to turn to familiar and prestigious MSIs in othisids.

5.4.2 Source Selection

The selection of a target institution or sourcekadhe beginning of the diffusion process. A
choice has to be made about whom to imitate, |&@m, etc. Standard diffusion models
assume the existence of a single central sourcenCiowever, multiple sources exist. When
multiple sources are available institutional vaolatcan occur as designers select different
source models for imitation. These choices depamdactors such as familiarity, spatial
proximity, and perceptions about the prestige oé tlarget institution. Against this

background, it was hypothesised that:

H1: The diffusion outcome will be more (less) inclwesi¥the primary target

institution exhibits a high (low) level of inclusness.

To empirically examine this claim, interviews amhpary documents will be used in order to
establish which organisations served new adopgeaspimary source model.

The RTRS was one of two agricultural commodity mtables which came out of the
WWF's FCI. The RTRS was launched in 2004 two yedisr the RSPO had been initiated.
Not surprisingly, the RSPO served the foundershef RTRS as an important point of
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reference. Several people involved in the earlgedaof the RTRS had been, or were still,
working with the palm oil roundtable. Through tmeerrviews at least four individuals could
be identified who had participated in board meetinf both organisations (interviews with
various members of the OC). As diffusion theory idopredict (Davis, 1991; Galaskiewicz
& Wasserman, 1989; Haunschild, 1993), these intkihg boards (network ties) led to a
close exchange of information between the RTRStla@dRSPO. The role of the RSPO as the
primary target institution for the RTRS was alsmfaoned through documentation and the
interview material. For instance, a background doent on governance options which
shortly preceded the launch of the RTRS as a foorgdnisation identified the RSPO as
being of “particular relevance in view of the sianihature of the commaodity involved (palm
oil), similar challenges (difficulty in differentieng streams of produce traded globally), and
the similar circumstances under which both RSPORNRS were set up(RTRS, 2006b).

Furthermore, the former International Coordinatiothe WWF’'s FCI stated in an interview:

“It was the idea from the beginning that we wowddrh from palm oil for soy. Also,
the actors were more or less the same. For exakdpikever was very active in the
RSPO as well as the RTRS” (interview with a mendi¢he OC).

Interestingly, the RSPO in turn had been modelledt® FSC as interviews with WWF
officials in charge of the FCI revealed (interviewsth the former Director and the
International Coordinator of the FCI). In this refjathe RTRS and its design are partly the
outcome of what in Chapter 2 has been discussath@s mode diffusion. In contrast to
“standard diffusion”, where diffusion is focused ansingle, central source, chain mode
diffusion involves the passing on of a diffusioragice (here institutional design elements)
from one adopter to the next. Often, processes haiinc mode diffusion facilitate the
emergence of institutional variation. The reasontfos is that at each step of the chain
modifications are made as designers engage initgafrom past experiences and adapt the
model to the situation at hand (see sections arstngssion and adoptions, below). A quick
glance at the three organisations illustrates yipe tand degree of variation for the three

cases.

The FSC is widely known for its highly participagoapproach. Its board is divided into a
social, an environmental, and an economic chammepaovides civil society actors with a
strong position — they hold six out of nine boamhts (FSC, website). In contrast, the
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inventory of 16 environmental MSIs conducted in gtiea 1 identified the RSPO as a scheme
with a medium level of inclusiveness. It featuremare differentiated (business-oriented)
chamber structure, distinguishing between sevekebtdder groups: (1) oil palm growers;
(2) palm oil processors and traders; (3) consunoerdg manufacturers; (4) retailers; (5)
banks and investors; (6) environmental NGOs; andsfcial NGOs. The higher level of
corporate influence is also apparent at the boardH where business actors hold twelve out
of sixteen seats (RSPO, website-b). In comparitiom, RTRS appears to strike a middle
ground between the RSPO and FSC. The scheme hasdniack to the three chamber
system of the FSC. However, its creators reverseccomposition of stakeholder chambers
from two civil society and one economic chambemte civil society and two economic
chambers. Also occupying the middle ground betwbenFSC and the RSPO, civil society
actors in the RTRS hold five out of fifteen boaedts.

In sum, the RSPO, which in turn had been modelitt the FSC, served the designers of the
RTRS as the primary target institution. Providiogng support for hypothesis 1 (the primary
target institution influences the diffusion outcomie RTRS resembles the RSPO and FSC
in many ways. However, the soy scheme is neithephcation of the palm oil roundtable
nor the forestry initiative as a comparison of thigistitutional designs revealed. In the
following the transmission stage is examined anav Hearning processes may have
influenced the diffusion outcome.

5.4.3 Transmission

Once a target institution, or institutions, is sétel, a diffusion mechanism transmits
information about the source model to the poinaddption. In Chapter 2, different types of
diffusion mechanisms were discussed. It was arghatl when imitation is the primary
diffusion mechanism, then a close replication efsburce model is the expected outcome. In
contrast, learning can introduce variation. Vaoatoccurs as adopters draw lessons from
their experiences and the experiences of othemoilmy so, they may find that some aspects
of the source model are suboptimal for their puggoand make modifications accordingly
(selective imitation). Also, they may combine tksdons learned at different places and thus
synthesise new practices. The outcomes of learpnogesses are inherently difficult to
predicta priori. They depend on a range of factors which are afts® specific. They are

likely to depend on the past experiences, inforomafvailable, and interpretations of the
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adopter, as well as the situation and context inckvlihe learning process takes place.
Although difficult to predict, learning processe=ave empirical “traces” (e.g. reflections
about the pros and cons of a model) which can benaed through interviews and primary
documents (e.g. meeting minutes, project propasadgpinst this background it was

hypothesised that:

H2: The diffusion outcome will be more (less) inclesivf adopters learn that
inclusiveness was good (bad) for the success of pdopters.

When beginning their work on the palm oil and segters in the early 2000s people in the
WWF soon realised that these commodities were réffitein important ways from the
forestry sector. Typically, forestry products argie to the end consumer. They are used to
produce timber, wood products, paper, etc. In esmtrpalm oil and soy are what one
interviewee referred to as “hidden commodities”.thins regard, most cosmetic and many
food products contain palm oil, but consumers d®nanot aware of it. In the case of soy, a
very small percentage of global production is dlgeconsumed by humans, whereas about
98 percent of the soybean meal fraction is usedpfoducing high protein animal feed
(interviews with the former Director and Internai# Coordinator of the WWF FCI).

Against this background, it was reasoned that thresemer oriented approach of the FSC
was not suitable for the palm oil and soy sect8imilar to the fair trade label and other
certification schemes, the FSC operates a consonemted label, displayed on wood and
timber products which have undergone FSC certiboatAt least in theory, firms can use the
FSC label to signal their sustainability performamc consumers and thus reap reputational
benefits and tap so called “markets of virtue” (¥hg2006). However, due to the hidden
nature of palm oil and soy, this model seemed de#able for the RSPO and RTRS. Trying
to find an alternative, the designers of the RSRO RTRS experimented with the idea of
creating a business-to-business platform (intersiewith the former Director and
International Coordinator of the WWF FCI). In thapproach, there is no visible label or
certificate involved. Instead, the scheme functidmeugh business-to-business transactions

only.

The background to this is that in response to pressfrom consumers, NGOs and

regulators, many of the big retailers and consugwmrds manufactures have formulated
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sustainable sourcing targets (cf. Dauvergne & LisE®12). For example, as part of its
Sustainable Living Plan, Unilever has pledged tarse 100 percent of its raw materials
sustainably by 2020 (Unilever, website). Howevéting on top of the agro-supply chain,
these “corporate consumers” often face difficulties implementing and credibly
demonstrating compliance with their sustainabititsgns to external audiences. On the other
hand, producer groups have to assure buyers abewustainability of their products and
practices. One possible way to overcome these lBigmg@roblems is to rely on third-party
certification schemes. In this regard, in the bessto-business approach, MSIs mainly
function as assurance mechanisms between corpacites, whereas they remain largely

invisible to the end consumer.

For the founders of the RSPO and RTRS, the decigioadopt a business-to-business
approach instead of a consumer oriented label baeral implications for the institutional

design of their initiatives. Firstly, they felt theeed to differentiate more clearly between
firms occupying different positions in the agro-plypchain. At a minimum, the business-to-
business approach made it necessary to distingogttveen corporate consumers and
producers (interview with a member of the OC). 3elty it was reasoned that the business-
to-business model would require more business ahieand allow for a more ‘streamlined’

approach.

The rationale behind the institutional design & RTRS is elaborated in more detail in a
report of a consultancy firm hired by the OC tophiéldesign a governance structure for the
soy roundtable. In its the report, Pi Environmer@ahsulting elaborates on the relationship
between inclusiveness and effectiveness, arguingt thulnder a certain level of
inclusiveness, sufficient legitimacy will not beaohed, thus making it impossible for the
initiative to deliver, or to be effective. As ingliveness increases, so does legitimacy. (...)
But with the increase of inclusiveness, the spdetth@ process slows down (...). At some
stage, the inclusiveness can become so cumbers@mnhad decision can be taken anymore,
thus making it again impossible for the initiatit@ be effective”. They concluded that
“[slomewhere in the middle lies a situation where initiative is efficient, i.e. it can deliver
objectives well and fast. This ‘somewhere’ will éepd on the objectives of the initiative.
(...) [Nt is likely that a scheme designed for B2Business-to-business] declarations will
need less inclusiveness to be effective than ansebedesigned to provide a consumer

oriented label”(Pi Environmental Consulting, 2005: 4-5). The aablé documentation
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suggests that this line of thinking was adoptedhgymembers of the OC and informed their
institutional design choices. In this regard, tlfiec@l project proposal for the RTRS which

shortly preceded its launch as a formal organisatidVlay 2007 reads:

“The viability of the RTRS is also dependent oncépacity to deliver its objectives,
i.e. its effectiveness. With increased legitimaoften the speed of the process is
reduced. Somewhere in the middle, there is a coaibm of the two where the RTRS
will be both inclusive and efficient” (RTRS, 2007a4).

Providing some support for hypothesis 2 (learniag mfluence the diffusion outcome), the
empirical analysis revealed how the creators ofRB&0O and RTRS reflected upon the FSC
and its consumer-oriented, participatory model.yTb@me to believe that the palm oil and
soy sectors required a more business-driven apiproBlus explains why the RSPO and
RTRS came out stronger on the business side whapared to the FSC. However, it does
not explain why the founders of the RTRS seem te Heack-pedalled a bit, positioning their
initiative somewhere in between the FSC and RSP meigard to participation from civil
society actors. To further investigate the mattez, next sections look at the adoption of the

diffusion practice.

5.3.4 Adoption

The adoption of the diffusion item marks the endihed diffusion process. In the broader
diffusion literature this process is often desalilbe a somewhat mechanistic way in which
potential adopters make a decision to either acoepgject a diffusion item (Rogers, 1995:
364). However, a closer consideration of the issiggests that adoption is not simply a ‘yes

or no’ decision.

Institutional Bargaining
Multi-stakeholder processes are political arenaswimch struggles over influence and
diverging interests take place. When firms and N@GQl&borate to create new MSIs they
typically differ sharply over the structure and gavance of these schemes and the scope and
content of their standards and procedures. As tiveapy targets of private regulation,
corporate actors in particular will try to maximideeir control over the regulatory process.

Against this background, it was hypothesised that:
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H3: the diffusion outcome will be more (less) inclwsi¥ corporate actors are in weak

(strong) bargaining position.

To examine this claim, the empirical analysis idfesg and describes processes of
institutional bargaining during the adoption phaBeen, the distribution of bargaining power

in these situations is examined.

In the case at hand, the empirical analysis uneaoveseveral episodes of institutional
bargaining in and surrounding the RTRhese conflicts were rooted in differences over
regulatory outcomes. Similar to the interest cdladten in the RSB, strong differences
existed between economic actors from the globathsand civil society actors. However,
there were also differences within each stakehot@éegory, and the within-case analysis

revealed how preference coalitions shifted acremsa areas.

Like in the RSB, producer groups (economic south)ne RTRS were strongly concerned
about the cost of certification. It was a widelychgiew among the members of this group
that the RTRS Principles and Criteria were toocstiit was argued that many producers
would not be able to comply with the standard. lkemnore, there were concerns about
whether a market for responsible soy existed aatdRARS certification would put them at a
disadvantage vis-a-vis their competitors (intervieith a producer member). On the other
hand, NGOs in the RTRS pushed for high standardtahly, they insisted on strict standards
with regard to deforestation practices. This isswprising as the RTRS had its origin in the
WWF’'s FCI which had been initiated to tackle thelgem of deforestation in the tropics.

Also similar to the RSB, downstream industry act@sonomic north) in the RTRS often

positioned themselves somewhere in between thecamops. Depending on the issue at

stake, they would either support the NGO positiothat of the producer groups.

The within-case analysis furthermore revealed hosfepence coalitions shifted across issue
areas. More specific to the soy sector, one isshiehastrongly divided stakeholders in the
RTRS was the initiative’s scope, notably whethenatrto include GM soy under its scheme.
Whereas industry actors in the RTRS were largety @M soy, the group of civil society
actors was deeply divided over the issue (intergievith various members of the OC and
EB). On the one hand, the WWF’s and Solidaridaik® (arge northern NGOs) position was

to make the RTRS a “technological neutral” platforiihe rationale behind this was the
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RTRS’ background in the FCI. As described above,R1 was the outcome of a change in
strategy in the WWF's forest conservation actigitielnder the FCI, the WWF moved away
from its exclusive focus on the forestry sectordows including agricultural-induced forest
conversion, notably soy- and oil palm-driven lansk uchange. For this strategy to be
effective, it needed a change in practices of tlnstream producers in the oil palm and
soybean sectors. However, in the case of soy, ad@utercent of global production was
already GM by the time the RTRS was initiated dmegroportion of GM soy was projected
to increase further in the future (GMO Compass, siekbn). Against this background,

excluding GM soy from the RTRS would have led te #xclusion of the majority of soy

producers and therefore to a failure of the RTR& asinstream platform (interviews with

NGO representatives). In contrast, many other N@Sisle (e.g. Cordaid) and outside (e.g.
Friends of the Earth) the RTRS were strongly opgase GM soy. They pointed to the

various dangers associated with GMOs (see ChaptnBargued that certifying GM soy as
“responsible” would further legitimise the use amaead of this technology (interviews with

NGO representatives).

These differences over regulatory outcomes resuhedarious episodes of institutional
bargaining in the RTRS. These bargains were largelysed on the scope and content of the
RTRS’ standard. Unlike in the RSB, the empiricablgsis produced little evidence for
explicit bargaining over the design of governantecsures and standard-setting procedures.
This means that, for the case at hand, bargaindagat lead to any major modification to the
MSI institutional model. Still, institutional bargeéng was found to have had a more indirect
effect on the inclusiveness of the RTRS as sevstakeholders decided to leave the

organisation.

As mentioned above, one major issue encounteretthdyounding members of the RTRS
was the question whether or not to include GM soglen the scheme. On one side of the
debate, the WWF, Unilever, Coop, and Grupo André@gdildBrazil’s largest soy producer)
took the position that the RTRS needed to be “teldgy neutral” in order to be effective.
They argued that excluding GMOs from the RTRS wanlike it a niche label and that such
a scheme would not be able to significantly rediheeindustry’s impact. On the other side of
the debate, notably Cordaid (a Dutch developmenON@nd Fetraf-Sul (an Argentinian
smallholders association), strongly opposed tha mfecertifying GM soy as “responsible”

(interviews with a member of the OC).
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The debate about the RTRS’ position on GMOs stariedctober 2004 when Syngenta, a
large multinational company specialising in the duction GM seeds and pesticides,
expressed interest in joining the RTRS. At the time decision could be reached and the
GMO issue continued to dominate discussion in tBef@ several months (RTRS, 2004). As
finding a workable compromise proved to be extrgnagificult, WWF, Unilever, Coop, and
Grupo André Maggi eventuallyecided to move forward with the issue and to atfigeek
the participation of GM soy producers. Not surpigdy, the decision was not well received
by Cordaid and Fetraf-Sul. As a consequence, thegunced they were reconsidering their
membership and subsequently left the RTRS in eafl95 (RTRS, 2005a). Over the
following months, the remaining members tried tpand the OC and to a find replacement
for Cordaid and Fetraf-Sul. However, getting new®&anvolved proved to be difficult. In
the process, several NGOs such Oxfam and FundamaAigentinian development and
social justice NGO) were approached but declined itivitation to participate due to the
RTRS’ position on GMOs (RTRS, 2005b). Eventuallplidaridad (a Dutch development
NGO) and Guyra Paraguay (a conservation group fRamaguay) joined the OC. The
members of the new OC continued to differ in thessessments of the desirability and
dangers of GM soy, but agreed that the RTRS shmiftiechnology neutral”. As reflected in
the Common Basis for the RTRS this view becametfigal position of the RTRS in 2006:

“Genetically modified soy is currently being culited in major growing areas such
as Argentina, many parts of Brazil, Paraguay ardUBA. Opinions on the benefits
and risks of biotechnology and the GM trend vargagjy. Individual Organizing
Committee members have different standpoints oretgeaily modified soy. The
Round Table process will not promote the productmmocessing or trading of either
genetically modified or non-genetically modifiedyS¢RTRS, 2006d: 3).

After it became clear that the RTRS would certifyl Goy, organisations that were critical of
GMOs decided to leave the process. As a resuitigad conflict intensified in the scheme’s

institutional environment (see section on politipedssures, below).

The available documentation and interview matgnalide evidence for a second episode of
institutional bargaining in the RTRS. Similar tovdeopments in the RSB, producer groups
became increasingly discontent with the compleaitthe RTRS standard as the organisation
evolved. Furthermore, they perceived the criticeamd controversy surrounding the RTRS as
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a problem. In particular, the Brazilian vegetahbldéralustry association, ABIOVE, expressed

its dissatisfaction with the RTRS on several ocuasi

“[W]e are very disappointed in the last internaibnonference in Buenos Aires, the
negative propaganda about soy in Brazil. ABIOVEodisels the list of criteria is
becoming too long and too difficult to comply withle should have 4 or 5 criteria,
not more” (RTRS, 2008).

In early 2009, tensions between producer groups,then one hand, and NGOs and
downstream industry actors, on the other, inteegifiover the RTRS’ position on
deforestation. The latter demanded a prohibitiom&fbrestation under the RTRS scheme,
whereas producer groups did not want to go furthen making a statement of intent. At a
meeting of the EB in May 2009 the conflict escalas the two major Brazilian producer
associations (ABIOVE and Aprosoja) openly clashdth the other members of the EB over
the inclusion of a cut-off date in the RTRS Pritegoand Criteria. On one side of the debate,
notably the WWF, Unilever, and Coop demanded tbkigion of a cut-off date which would
prohibit deforestation for soybean cultivation aftecertain date. They argued that without it
the RTRS would lose credibility and ultimately fail

“It is necessary that the standard includes theaties derived from implementing
non deforestation practices, otherwise, we would l@8TRS, 2009b: 4).

On the other side of the debate, the represensatreen Aprosoja and ABIOVE expressed
strong concerns about the cost of certification #vad many of their members would not be
able to meet the RTRS standard.

“We acknowledge that certification implies costs.)(ABIOVE central concern is to
establish conditions that a large number of produd¢em different countries can
meet and not just a minority” (RTRS, 2009b: 2).

Furthermore, they argued that the RTRS could ndgtidosomething which was legal under
Brazilian law and that, if producers would havectamply with requirements which went

beyond the law, they had to be compensated:

“[P]roducers are legally entitled to deforest besmatheir level of compliance goes
beyond the quota required by law. RTRS should mwbid something that is
permitted by Brazilian law. Producers must not sig{RTRS, 2009b: 3).
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At the meeting, board members voted for the inolusof a cut-off date in the RTRS
Principles and Criteria. A new criterion, Criterign4, was added to the standard which
prohibited the clearing of forests for soybeanicatton after May 2009. An exception only
existed if producers were able present scientiiclence prepared by a professional third
party that no primary forests, other high conseovavalue areas, or land belonging to local
communities were affected. ABIOVE and Aprosoja, bwer, remained opposed to Criterion
4.4 and the representative from Aprosoja annoutitaidhis organisation may have to leave
the RTRS because of it (RTRS, 2009b: 6). The isdube cut-off date also dominated the
meeting of the RTRS GA held the same month. Atrtleeting, Aprosoja, supported by
Abiove, made a request to remove Criterion 4.4 ftbm standard, arguing that it was not
agreed on in the PCVDG. However, the proposal veésdvdown by the GA and even failed
to win a majority in the producers’ chamber. Unsssful with its proposal, Aprosoja and
Abiove announced their resignation from the EB eetceat from the RTRS (RTRS, 2009c).
About a year later, in April 2010, the two Braziiandustry associations played a leading
role in launching the Soja Plus Program (SPP). &PBn industry scheme to promote
sustainable soybean production in Brazil (Soja ,Riebsite). Today, the scheme has become
a major competitor of the RTRS on the Brazilian seytification market, suggesting that
institutional bargaining surrounding the RTRS hasdme more implicit (interview with a
member of the RTRS secretariat).

In sum, differences over regulatory outcomes redulh several episodes of institutional
bargaining in the RTRS. However, unlike the RSEBr¢hwas no explicit bargaining over the
design of governance structures. Instead, bargawas focused on the scope of the RTRS
and the content of its standard. Still, these ectsfhad an effect on the inclusiveness of the
RTRS as several stakeholders decided to abandosctieme. In case of the GMO issue,
GMO-critical NGOs left the RTRS and have not reaatio the table to this day. This means
that an important position in the discourse abolbatwconstitutes sustainable or responsible
soy has disappeared from the RTRS. In case of ¢émdlict about the cut-off date for
deforestation, two major Brazilian producer asdomis, representing a significant
proportion of global production, left the organisat Why have these stakeholders decided
to exit the RTRS instead of trying to influence tiegulatory outcome from within? The
analysis of interest and power constellations @ RTRS helps to shed some light on the

issue.
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GMO-critical organisations in the RTRS are liketyhave had some inclusion power. The
GMO issue emerged as a major topic in the soy amedathere was an interest among the
founding members of the RTRS to integrate thesarosgtions in the process in order not to
compromise its legitimacy. This is evidenced by féoa that various attempts were made to
retain Cordaid and Fetraf-Sul as members of thgit€rviews with various members of the
OC). Also, as described above, it proved to beeqdifficult to find replacements for these
organisations. In this regard, various NGOs (e.gfa® and Fundapaz) declined the
invitation to join the OC due to the scheme’s poriton GMOs. But for many members of
the RTRS (civil society and industry) the GMO issmas non-negotiable. From the very
beginning, the RTRS was meant to be a mainstreatfoph (WWF, 2004a). However, not
allowing GM soy under the scheme would have meantuding the majority of global
production, thereby making the RTRS a niche labelother words, the GM issue was
directly linked to the core preferences of importactors within the RTRS. Also, although it
proved to be difficult, the remaining members o tBC were eventually able to recruit
several more GMO friendly NGOs to replace Cordaid &etraf-Sul. That is probably why
their inclusion power and the pressure exercisedgfoyps outside the RTRS were not
sufficient to change the RTRS’ position on GMOs.tA¢ same time, it was unconceivable
for Cordaid and Fetraf-Sul to further participatean organisation that would certify GM soy

as responsible and they therefore decided to lgw/echeme.

In contrast to the limited inclusion power of GM@tical organisations in the RTRS, the
Brazilian producer associations Abiove and Aprogmasessed significant inclusion power
as well as GIAP. With its origin in the WWF’'s FGhe main rationale behind creating the
RTRS was to halt deforestation in the Amazon ragdgb Against this background, getting
Brazilian producers to sign up for the scheme whksyaobjective. Now, Aprosoja is Brazil's
largest soybean growers association and Abiove Btlagilian vegetable oil manufacturers
association) represents about 72 percent of thatgos soy processing volume (Abiove,
website; Aprosoja, website). Therefore, their pgration was essential for the scheme’s
overall success. Given their high level of inclusjower, it is therefore puzzling why the
other members of the RTRS did not do more to pretresm from leaving the initiative. The
within-case analysis points to two reasons: Firdityere was little room for compromise
between Brazilian producers, on the one hand, anldsociety groups in the RTRS, on the

other. For Abiove and Aprosoja, a strict cut-offedfor deforestation directly interfered with
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their economic interests as it posed an obstaclittoe soy expansion (interviews with

producer representatives). In a similar way, foil gociety actors in the RTRS, removing or
softening the cut-off date would have undermineeirtltore objective of protecting the

Amazon rainforest (interviews with NGO represents). Secondly, the interviews and
background analysis point to an increase in Abiewid Aprosoja’s GIAP as a determining
factor. The circumstance to this is that beginnimghe late 1990s Chinese demand for
soybeans grew exponentially and by the mid-2000s&Cleplaced the EU as the world’s
largest import market for soy (see Figure 21).

Figure 21: Soybean Imports by China and the EUl{oniltonnes)
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As explained by a member of the RTRS secrefdrishis shift in trade patterns reduced
pressures on Brazilian producers to engage in mghuisustainability regulation. This is
because Chinese companies and consumers are caEgtlifi less concerned about
sustainability issues than their European counte&spdhus, when Abiove and Aprosoja
found themselves unable to prevent the RTRS froaptaty a cut-off date for deforestation
practices, they decided to leave the euro-cenwic reundtable (interviews with several

members of the EB).

2 Interview with Ben Zeehandelaar.
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Summing up the above discussion, the analysis efattoption process uncovered several
rounds of institutional bargaining in the RTRS. Hmer, unlike the RSB, there was no
bargaining over the design of governance structurbss, overall the case study produced
little evidence in support of Hypothesis 3 (indidnal bargaining and the distribution of
bargaining power influence the diffusion outcom@®n the other hand, the within-case
analysis revealed how important stakeholders (N@@d firms) left the RTRS due to
conflicts over the scheme’s scope and the conteris gtandard. These conflicts and their
outcomes could be explained with the constellatibmterests and bargaining power in the
RTRS. Whereas patterns of participation are diffefeom institutional design (the focus of
this project), the issue is closely related todbeper research question studied in this project:
the inclusiveness of private governance instititigeee discussion in Chapter 2, Section
2.5.1).

Coercive Pressures
The previous sections discovered close networkhigteeen the founders of the RTRS and
the RSPO, which in turn had been modelled on tlseshaf the FSC. It was described how
they used these initiatives as templates wheningetiteir organisation and how they learned
from their experiences when importing the MSI ingional model to the soy sector. Also,
processes of institutional bargaining were examinewas revealed how producer groups
and NGOs clashed over the scope and content oRTRS’ standard and how several
stakeholders left the initiative as a result. Hoarethe RTRS and its design cannot be fully
understood without considering the wider institnbenvironment in which the scheme was

initiated.

In Chapter 2, a distinction was made between navenaand coercive environmental
pressures. It was argued that the group of latetado are likely to be subject to the same
normative pressures and that this can have an igneoeffect on them. On the other hand,
there is reason to believe that coercive pressmaswell vary across industry sectors and
schemes. With a focus on transnational activistpgaagns, it was argued that strong coercive
pressures will lead to a more inclusive diffusiontomme. This is because in these
environments business actors are likely to be malteng to engage with civil society actors
in the context of MSls. Also, advocacy groups malgressure on the founders of new MSis
to adopt a more inclusive approach. Thus, the lfolaypothesis is:
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H4: The diffusion outcome will be more (less) inclwsiW coercive pressures at the

point of adoption are strong (weak).

To examine this hypothesis, a background analysisitethe environmental conditions during
the adoption process will be conducted. Therefive empirical analysis will draw on media
reports, NGO reports, and secondary literature.thEamore, interviews and primary
documents (e.g. meeting minutes) will be used taneme how adopters perceived their

institutional environment and how they responde. to

Through the interviews and a background analysiwa$ discovered that the RTRS was
subject to strong coercive institutional pressudesing its formation phase. The rapid
expansion of soybean fields in Latin America ansewhere had attracted much attention
form NGOs and the media. Furthermore, the widesptess of GM technology in the soy

sector became an important issue with environméNEDs.

From the beginning, the rise of GM technology ia #990s was met with much scepticism
and criticism. In a similar way to nuclear energythhe 1970s and 1980s, GMOs mobilised
protests by development and environmental NGOsnardahe world. They argued that
GMOs were associated with a wide range of humatihemimal health, and environmental
risks (see Chapter 3 for details). Starting inl#te 1990s, an international coalition of NGOs
began campaigning against the use of transgengscrbhis coalition consisted of large
NGOs like Greenpeace and Friends of the Earth dsagsemany smaller issue-specific
advocacy groups like GM Freeze and GM Watch. Wglheavy reliance on GM technology,
the soy industry became a notable focal pointarignational activism against biotechnology

(interview with a GMO campaigner).

Civil society activism in the soy arena began temsify in the early 2000s and has been
strong ever since. In one of the most visible cagns Greenpeace directly targeted some of
the major players in the soy supply chain, amormgntlthe world’s largest producer of GM
seeds — Monsanto. Since 1996, the company hasahpédent on GM soy, also known as
Roundup Ready Soy. The glyphosate-resistant RouRtgaly soybean is widely used by
farmers around the world. For example, in Brazihe 2009/2010 growing season, Roundup

Ready Soy accounted for 67 percent of the total fea under soybeans (Soybean and Corn
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Advisor, 2009). In collaboration with other NGOste@npeace has challenged Monsanto’s
patent on all GM soybean varieties (Organic ConsufAssociation, 2003). This litigation
strategy was accompanied by ‘naming and shamirtgyites in which Monsanto has been
publicly criticised for its business model, whick built around GM technology and
agrochemicals (Greenpeace, 2003, 2006, 2007).

It was in this environment of intensifying contros surrounding the soy industry in that the
members of the OC launched the RTRS process. Wbthigg visibility, soon their initiative
had also become a target of criticism and contsyveéMotably, the decision to allow GM soy
to be certified under the scheme, which led GMQ@ieai organisations to leave the OC,
triggered political activism against the roundtabidiative. In this regard, the first soy
roundtable conference held in March 2005 in Fozgdacu, Brazil, already became a highly
politicised event. Parallel to the roundtable nregtia coalition of GMO-critical NGOs
organised a counter-conference in the same citya Istatement, they pointed to the
irreconcilability of GMOs and monoculture with saistability and heavily criticised the
RTRS for its plans to certify GM soy as responsifilee second soy roundtable conference
in August 2006 in Asuncién, Paraguay, was also mpamied by protests. A coalition of
NGOs organised a protest march and published amicin opposing “responsible soy”.
Similar protest activities surrounded the third dodrth RTRS roundtable conferences
(ASEED, 2008; Corporate Europe Observatory, 2008¢. WWF, too, became a direct target
of NGO activism for its involvement in the RTRS.2609, WWF Netherland’s headquarters
in Amsterdam were visited by a group of activisipanda costumes, demanding the WWF’s
retreat from the soy roundtable (The Ecologist, §00he same year, a coalition of over
sixty NGOs published an open “letter of criticapogition to the Roundtable on Responsible
Soy” (Rainforest Rescue, 2009). Protests agairstRMRS and its position on GM soy
continue to this day as evidenced by NGO reports re@ws coverage (Corporate Europe
Observatory, 2012; GMWatch, 2013; The Telegrapi120

The interviews and available documentation show hbese strong (direct) coercive
pressures were perceived by the members of thailogirgroup and how it affected their
institutional design choices and thus the diffussotcome. In this regard, the members of the
OC discussed the situation in the soy sector aadthivities against their initiative. Like the
founders of the RSB, they reasoned that the highkl lef controversy surrounding their

project required a more participatory approachthie case of the RTRS, which unlike the
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biofuels roundtable had been the target of dirgeONactivism, this can also be interpreted as

a strategy to shield the organisation from furitréicism.

The interviews and available documentation shows tiee members of the OC perceived
and responded to their institutional pressureséir environments. Importing the MSI model
form the palm oil to the soy sector, they drew cangons between the two environments. In
this regard, the former chairperson of the RSPO fmwhding member of the RTRS

explained in an interview:

“The most important difference between the two ripadil and soy] is the GMO
discussion. GMO is dominant in soy especially vaivil society, not so much with
producers, and GMO is absent from the palm oil wison” (interview with a
member of the OC).

There was also a perception among the memberseofotimding group that the political
conflict and controversy surrounding GM soy made toy sector a very difficult
environment for launching a multi-stakeholder pssceln this regard, the International
Coordinator of the WWF FCI stated in an intervidattthey were aware of the fact that they
were “sticking their head in anthill” and that itaw a “really though environment”. Her

interpretation of the situation was seconded byfdhmer Director of the WWF FCI:

“Compared to palm oil, it was a much more poliggtlsenvironment. There was the
GMO issue. It was much more difficult to setup.”

As evidenced by the meeting minutes, the protetities and criticism surrounding the
RTRS process were discussed in detail among thebersnof the OC. After the first
roundtable conference was held in March 2005, thexg a general agreement that they had
underestimated the political nature of the issuERR, 2005c). When preparing the launch of
the formal organisation, they turned toward Pi Emwnental Consulting, a Swiss
consultancy firm, for advice. Analysing the poldicsituation in the soy sector, its report to
the OC reads:

“Who will be affected, who can affect the RSS [Rdtable on Sustainable SéYhnd
the level of impact are key guides in determinirtypvehould participate and to what

%0 During the first year, the RTRS was called the itiable on Sustainable Soy (RSS).
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extent. Because stakeholders are also those whasep an initiative, the higher the
controversy around a project, the more SH [Stakdgrs] must be closely involved
with decision-making” (Pi Environmental Consultirgf)05: 23).

The interviews with several members of the OC cargd that the high level of political
conflict surrounding the RTRS was one of the maasons for adopting a more participatory
approachiln a way, this can also be interpreted as a styaieghield the organisation from

further criticism, as a comment of one of the mirvees suggests:

“We were under very close scrutiny from the NGOsause of the GMO issue.
Everything we were doing was watched closely anddwenot want to give them
another pretext to criticise us on governance’sfwiew with a member of the OC).

Confirming the findings from the previous case gtatiapter, the evidence laid out above
showed how strong coercive pressures in form ofstrational activism against GM soy
pushed the founders of the RTRS to adopt a motesive approach. Like their counterparts
in the RSB, they reasoned that a narrow approachdiave little chance to succeed in such
an environment. Furthermore, being the target tdaliNGO activism, there is evidence to
suggest that this was also a strategy to protedRIFRS against further criticism.

Normative Pressures
Like in the previous case, the within-case analysi®aled how the ISEAL Alliance and its
standard-setting code exercised normative pressamethe designers of the RTRS. To
recapitulate, created in 2002, ISEAL is an assmriabf leading private standard-setting
systems. Among its founding members are the FSE |RDAM, the FLO, and the MSC
(ISEAL, website-a). Probably the most importantmative document developed by ISEAL,
is its Code of Good Practice for Setting Social and Envinental StandarddSEAL, 2012).
First released in 2004, the code lays out prinsi@ead criteria for how to create credible
private standard systems. One of the most impopesdedural requirements of the ISEAL
code is stakeholder inclusion in the decision-mgkémd standard-setting process. In this
regard, the code stipulates that (ISEAL, 2012: 8):

» Standard-setting shall be open to all interestetigsa
» Participation and decision-making needs to refiedbalance of interests (subject
matter and geographic scope)
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» Participants shall include stakeholders with aneetxge relevant to the subject, those
that are materially affected by the standard, amuse that could influence the
implementation of the standard.

The normative framework created by ISEAL has becamemportant reference point for
private sustainability initiatives — including theunders of the RTRS. Although the RTRS
never became a formal member of ISEAL, there isngtrevidence suggesting that its
standard-setting norms served the members of th@<O&h important point of reference. In
this regard, in many of the documents related amddrd-setting references are made to
ISEAL and its standard-setting code (RTRS, 200D8,7d). The importance of ISEAL for
the RTRS could also be confirmed in an interviewhwhe coordinator of the PCVDG who
states that she followed the methodology of ISEAhew setting up the standard-setting
process (interview with the coordinator of the PG¥DNotably, as in the case of the RSB,
the decision to open the RTRS Principles and Gaiter public comments periods could be
traced back to the ISEAL norms.

5.5 Summary of Findings

This was the second of three case study chaptemxamined the diffusion of private
participatory governance to the soy sector. Afteovling some case context and
background information, the institutional developmef the RTRS from its inception to the
launch of the formal organisation was described.pAg of this, a detailed analysis of the
scheme’s rule-making and decision-making arrangésnems conducted, identifying the
scheme as an MSI with a medium level of inclusigsnén order to explain this outcome, the
process of institutional diffusion was traced. Tpecess-analysis was guided by the
analytical framework developed in Chapter 2. Tharfework distinguishes three stages in
the diffusion process — source selection, transansand adoption — and specifies a set of
testable hypotheses about the cause-and-effedioredhips that influence institutional

outcomes (see Table 20, Section 5.4).

Consistent with the underlying diffusion model, tempirical analysis revealed how the
founders of the RTRS did not design their orgaiosafrom scratch. Instead, they turned
toward already established MSis in other fieldsrger to learn from their experiences and to

imitate their structures. Mirroring the finding®in the previous case study chapter, inquiries
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into the causes of institutional diffusion suggesb main motives: costs savings (time and

resources) and risk reduction (avoidance of makirgjakes).

Close network ties to the RSPO (both initiatived treeir origin in the FCI of the WWF) led
the founders of the RTRS to select the palm oihdtable as its primary target institution.
Furthermore, it was discovered that the RSPO hadurn, been modelled after the FSC
(chain mode diffusion). Providing some support fdypothesis 1 (the primary target
institution influences the diffusion outcome), tR&RS resembles the RSPO and the FSC in
many ways. However, the founders of the soy roundtalid not simply replicate the
institutional design of the palm oil roundtable thie forestry initiative as a comparison

between the three organisations revealed.

Examining the transmission of ideas between theetlurganisations, the process analysis
revealed how the people behind the RSPO and RTR®dd from the FSC experience.
However, unlike the founders of the RSB, they codell that the FSC’s participatory
approach was less suited to their purposes. Thespned that the “hidden commodities” soy
and palm oil required amore business-oriented ambraand less involvement from civil
society actors. Providing support for Hypothesiglearning can influence the diffusion
outcome), this learning process explains why the®%nd RTRS came out stronger on the
business side when compared to the FSC. Howevelpas not explain why the RTRS

positioned itself somewhere in between the RSPOF&®@ in terms of inclusiveness.

Moving toward the adoption stage of the model, phecess analysis uncovered several
rounds of institutional bargaining among the fousdef the RTRS. Howeveunlike the
RSB, there were no attempts from industry groupetoegotiate the institutional design of
the scheme. On the other hand, several stakehd&®s and firms) were found to have
left the RTRS due to conflicts over the schemetpscand the content of its standard. These
conflicts and their outcomes could be explained thg constellation of interests and
bargaining power in the RTRS. However, overall thse study produced little evidence in
support of Hypothesis 3 (institutional bargainingdahe distribution of bargaining power

influences the diffusion outcome).

Finally, the nature and strength of environmenta&spures at the point of adoption were

examined. Confirming the findings from the previaase study chapter, it was shown how
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strong coercive pressures in the soy arena infegkice diffusion outcome (Hypothesis 4).
These pressures took the form of transnational N@Giyism against GM soy and the RTRS
and pushed its founders to adopt a more inclugygaach. Like their counterparts in the
RSB, they reasoned that a narrow approach would htie chance of succeeding in such a
contentious and politicised environment. Also, eihe target of direct NGO campaigning
activities, there is evidence to suggest that adgp more inclusive governance structure
was a strategy to protect the RTRS against furdnigicism. Next to coercive pressures,
emerging transnational norms of good private gosmece were found to have influenced the

diffusion outcome toward a more participatory a@goio
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Chapter 6: The Better Sugarcane Initiative (Bonsuoo)

6.1 Introduction

The previous two chapters traced the diffusion ¥gte participatory governance to the
biofuels and soy sectors. The process analysisaleayesimilarities as well as differences
across the two cases. In both cases, adoptersorietties determined the selection of
primary target institutions which closely linkeceth to the FSC and RSPO. However, there
were differences with regard to the lessons leafread prior adopters. Whereas the founders
of the RSB came to believe that the FSC’s highlyigipatory approach was essential for its
success as a private standards organisation, timeléos of the RTRS reasoned that the FSC
model was less suited for their purposes and oftteé more business-oriented approach
instead. But in examining the adoption procesetiofuels and soy sectors, it was found
that strong coercive institutional pressures irs¢harenas led the two initiatives to converge
toward a higher level of inclusiveness. Creatingirthinstitutions in these contested
environments, the founders of the RSB and RTRS danielieve that a narrow approach
would have little chances of success. In the cdseeoRTRS, which became the target of
direct NGO activism, adopting a more inclusive daswas also a strategy to shield the

organisation from further criticism.

In order to create a baseline for comparison, thiapter traces the diffusion of private
participatory governance to the sugarcane sectSt/B®nsucro). In the inventory of MSlIs
conducted in Chapter 1, this scheme was found hib#xa low level of inclusiveness. As in
the other case study chapters, the empirical aisalydl be guided by the diffusion model
developed in Chapter 2. The model distinguishesettstages in the diffusion process —
source selection, transmission, and adoption —idedtifies a set of testable hypotheses

about the cause-and-effect relationships thatemite institutional outcomes.

The remainder of this chapter is structured a®v¥adl in a first step, some case context and
background is provided. Then, the institutional @lepment of BSI/Bonsucro is described,
from the scheme’s inception to the launch of thenfd organisation and the finalisation of
the standard-setting process. As part of this, aendetailed analysis of the scheme’s
decision-making and rule-making arrangements ivigea. In a final step, the analytical
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framework developed in Chapter 2 is used to expglaninstitutional outcome for the case at
hand.

6.2 Case Context and Background

Sugarcane is a perennial crop that is grown betvleehatitudes 36.7° north and 31.0° south
of the equator (i.e. in tropical to subtropical esh It is mainly processed into sugar and
accounts for about 70 percent of the world’s sugaduction, while the remaining 30
percent is derived from sugar beet (Plant Culturedysite). Only a very small fraction of the
world’s sugar production is directly sold to thedeconsumer. Most of it is used as a
sweetener in a large variety of food products aeeebages. Increasingly, sugarcane is also
used as a feedstock for biofuel production (bicethia The FAO estimates that currently
about 24 percent of the global sugarcane harvestad for this purpose. For 2020, this share
is set to increase to about 32 percent of glokadyetion (OECD/FAQO, 2011: 132).

Today, sugarcane is grown in more than 100 cowmtAecording to the FAO, the total land
area under sugarcane was 25.8 million hectare81if and total production was 1.77 billion
tonnes (FAO, website-b). The world’s top five swugare producing countries are: Brazil,
India, China, Thailand, and Pakistan (see Table 19)

Table 19: Top 5 Producers of Sugarcane 2012

Country Production (million tonnes)
Brazil 670.8

India 348.9

China 124.2

Thailand 96.5

Pakistan 58

Source: FAO STAT

As the world’s largest producer, Brazil also donwsathe global trade in sugar. In 2010, the
country accounted for 62.5 percent of world sugepoes, followed by Australia (8.4
percent) and Thailand (6.2 percent) (FAO, websjteRibazil is also the largest exporter of
sugarcane ethanol, of which it exported some 500omigallons in 2010 (USDA, 2011).
Whereas sugar exports are highly concentratedgtbep of importing countries is more
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diversified. Currently, the major importer is thé) Eclosely followed by the USA. Other
important sugar importing countries are Korea aghd (OECD/FAQO, 2011: 126).

Driven by public biofuel policies around the woddd a growing world population, global
demand for sugarcane is increasing. However, tltoisdias not seen a global boom
comparable to that of the soy sector. Instead,rsaga expansion has been more gradual and

significantly smaller in scale (see Figure 22).

Figure 22: Global Land Area under Sugarcane and @ajlion hectarey
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Source: FAO STAT

Nevertheless, in some regions sugarcane expansenbien significant. In Brazil, for
example, the total land area under sugarcane s@teirom 4.2 million hectares in 1992 to
9.4 million hectares in 2012. This is an increasd 24 percent. The FAO’s Agricultural
Outlook 2011-2020 predicts that sugarcane expanaitincontinue. Major drivers are a
growing demand for sugar from emerging market epoes — notably China — as well as a
growing global demand for sugarcane ethanol (OEGDYVF2011: 119-132).

The strong expansion of sugarcane in countries Bikazil has led to concerns about the
detrimental environmental and social impacts ofascgne production. The controversy
surrounding sugarcane intensified with the advdnbiofuels. Sugarcane is an important

feedstock for ethanol production and, accordinghto FAO’s projections, the proportion of
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world sugarcane production used for ethanol iss@bcrease from 24 percent currently to
about 32 percent in 2020 (OECD/FAOQ, 2011: 132)sTHas led to concerns about sugarcane-
induced land use change becoming a major driveineteforestation in the Amazon. In this
context, sugarcane production has been discussedussng climate change and a loss of
biodiversity (BBC, 2009; Friends of the Earth, 2R1Burthermore, the water-intensity of

sugarcane production has been an issue (WWF, 2004c)

With regard to the social impacts of sugarcane esipa, NGOs have raised concerns that
land grabs have led to a loss of local communitigglihoods communities (Ethical Sugar,

2012). Another, issue in the sugarcane sector & pabour standards. Due to a low

mechanisation rate, sugarcane production is a yilgiidour intensive industry and NGOs

have long criticised the industry for low wages doited labour as well as poor health and
safety conditions (Reuters, 2008; The Guardian2p01

In the absence of effective public regulation agiden the industry’s multiple challenges, a
number of private regulatory arrangements have gedelin recent years. The evolving
system of private governance in the sugarcane rseatludes firm- and industry-level self-

regulation as well as multi-stakeholder schemes {sdble 20).

Table 20: Private Governance in the Sugarcane Itrglus

Scheme Type Geographical Focus of standard
focus

BSI/Bonsucro Multi-stakeholder Global Social and environmental
impacts

Carbon Free Label| Company scheme Global , @0issions

Coca-Cola Company scheme Global Social and environmenta

Sustainable impacts

Agriculture

FLO Multi-stakeholder Global Fair remuneration of
sugarcane farmers

Greenergy Company scheme Global Environmental itnpfac
sugarcane ethanol
production

ISCC Multi-stakeholder Global Social and environma¢n
impacts

Sustainable Coalition of NGOs South America Social and envinemtal

Agriculture impacts

Network/Rainforest

Alliance

Fairtrade USA Multi-stakeholder Global Fair remwuatem of
sugarcane farmers
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These arrangements are now an important sourcevifoamental and social regulation in
the industry. They define standards for pesticiske, land-use change, labour rights, etc. and
often rely on incentive-based mechanisms for th@iplementation. Probably the most
significant private scheme in the sugarcane seatoterms of visibility, membership, and

volume, is BSI/Bonsucro.

6.3 Better Sugarcane Initiative (Bonsucro)

Launched in 2005, BSI/Bonsucro is a private stashdatting and certification body, created
to mitigate the social and environmental impactglobal sugarcane production. In a multi-
stakeholder process, it defines principles anckgatfor “better” sugarcane production and,
via certification, provides market incentives foeir implementation. This section traces the
institutional development of BSI/Bonsucro form itgeption to the launch of the formal

organisation. Furthermore, with a focus on the wiggion’s standard-setting and decision-

making arrangements, a more detailed assessmgstmtlusiveness is provided.

6.3.1 Inception

In the early 2000s, the WWF turned towards agnraltinduced land-use change as an
important driver behind deforestation in the trepi8pearheaded by WWF Switzerland, this
shift in the NGO'’s forest conservation strategyhesl in the creation of the RSPO and the
RTRS as part of the FCI (see Chapter 5). But oplaets of the WWF network also started
working on agriculture and its impact on the enmiment. One important initiative was the

WWF's Global Freshwater Programme (GFP) which idiedt agriculture as having a key

impact on water systems. According to the GFP,calitire is by far the biggest user of

water, accounting on average for about 70 perdeait reshwater withdrawn for human use.

Furthermore, agricultural practices were held raspgwe for considerable freshwater

pollution through the intensive use of fertilisarsd pesticides. In this context, GFP identified

sugarcane as one of the world’s “thirstiest” crOpaVF, 2003):

“WWEF became interested in agriculture’s impact oesliwater systems. We were
looking at the crops that were having the biggesiact on water systems. This was
in 2002 and we looked at seven major catchmentsoaadf the crops that came out
as the most important was sugarcane. Also cottanhri@e were important. So that
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meant that we had an impact that we wanted to ségated” (interview with a
member of the WWF GFP).

It was WWF UK and WWF US which, with support of th&C, took the lead on sugarcane.
In 2003, WWEF officials attended the annual congmasthe International Society of Sugar
Cane Technologists (ISSCT), a leading industry @ason and important forum for
sugarcane growers around the world. The followiegry WWF UK published an article in
which it outlined the rational and contours of ailcsociety-industry partnership in the
sugarcane sector (Perkins, 2004). Around the sang the GFP compiled a major report on
the environmental impacts of sugarcane producti@hveays to mitigate them through better
management practices (BMPs) (WWF, 2004c). Thenthen summer 2004, WWF UK
reached out to Tate & Lyle, one of the world’s Esgbuyers and refiners of sugar, to discuss
the possibility of creating a sustainability startéor sugarcane. After several meetings, the
company agreed to host a workshop on BMPs for sagar at its London headquarters

(interviews with representatives of WWF UK and Tateyle).

Held in June 2005, th8etter Sugar Better Business Meetingught together about 30

stakeholders from industry and civil society. Theeting focused on identifying the key

environmental and social impacts of sugarcane mtomtu In particular, the topics of land

use change, water use, pesticides, and labourqeacstere discussed together with how to
improve them through the adoption of BMPs. Furthemen the goals and objectives of a
roundtable initiative for sugarcane were discussedetail. At the end of the meeting, the
workshop participants agreed to move forward whi plan and the WWF and IFC recruited
members for a multi-stakeholder SC (WWF, 2005a).

6.3.2 Formation Phase

Like in the cases of the RSB and the RTRS, the &Bisted of amd hocgroup of people
who had volunteered at thigetter Sugar Better Business Meetihg principle, participation

in the SC was open to all interested parties. HaneSC members had to pay a membership
fee of US$ 25,000 which was used to fund the aaw/of the group (BSI, 2007a). Starting in
January 2006, the SC members met several timearasigeteleconference or in person. As in
the others cases, the composition and membershipeoSC varied over the period of its
existence. New organisations joined the initiatmdereas others left or scaled back their
involvement. Towards the end of the formation parih had some 15 members. Industry
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members included buyers of sugarcane or sugarcaaeat (BP, British Sugar, Shell, Coca-
Cola, Tate & Lyle, and Cardbury Schweppes), andetrs (Cargill), as well as a large
Brazilian producer industry association (UNICA)ofr the civil society side, there were the
WWF, Solidaridad, and Ethical Sugar (BSI, 2008djtidlly, the WWF provided secretarial

support to the SC. Later a small secretariat basédndon was established (interviews with

the Coordinator and General Manager of the BSI).

One important milestone during the formation peneak the launch of the standard-setting
process. Discussions about the key impacts of sagarproduction and ways to mitigate
them had already begun at the foundational meetingune 2005. Throughout 2006 and
2007, the members of the SC continued the disausghout the key impacts of sugarcane
production (BSI, 2007c). This led to the identifioa of five principles which served as the
point of departure for the formal standard-settprgcess launched in early 2008. These
principles were: (1) Obey the law; (2) respect hnmghts and labour standards; (3) manage
input, production, and processing efficiently tohance sustainability; (4) commit to
continuous improvement in key areas of the busjn@dsactively manage biodiversity and

ecosystem services (BSI, 2008f).

The refinement of the standard and the developrmatmdicators then took place in three
newly formed Technical Working Groups (TWGs) onagmmy, processing and milling, and
social impacts. The distinctive feature of the Bame standard is that it is based on metrics.
Instead of BMPs which define principles and cradar improving the process of production,
the metric-based system attempts to measure impadtss regard, the BSI is different from
the RSB and RTRS which follow the BMP approachd&bne and operationalise the impact
indicators, the SC adopted what it called an exipased approach to standard-setting
(Bonsucro, website-b). In this regard, the BSlimilar to the RTRS which also restricted
access to its standard-setting body. The SC sdl¢glstee TWG leaders who then recruited a
small team of eight to nine experts for each ofttiree areas mentioned above. The role of
the TWG leaders was to organise the meetings af tireups (mostly in the form of
teleconferences), to circulate documents, and thwdevelop the impact indicators for the
BSI/Bonsucro Production Standard (interviews withe tTWG leaders). However, in
comparison to the RTRS, participation in the TWGasvess balanced. Overall, very few
civil society actors participated in the processoAit was found that all three TWG leaders

had an industry background (interviews with thee¢hfWG leaders). Figure 3 provides a
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more detailed breakdown of the composition of theee TWGs using the four key
stakeholder categories defined in Chapter 2 (sgar&i23).

Figure 23: Composition of BSI/Bonsucro’s StandaettiSg Bodies (percent)
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Over the course of 2008, the work of the TWGs poedusome 150 indicators for measuring
the environmental and social impact of sugarcaoeuymtion. In a joint meeting of the three
TWG leaders and the members of the SC these indscatere then revised and compiled
into Version 1 of the BSI Production Standard. Tineeting took place as part of the BSI’s
first AGM held in Sado Paulo, Brazil, in November030(interviews with the three TWG
leaders). At the time, the BSI was not yet a forroajanisation. However, some 70
organisations had already registered with theatnte and at the meeting a decision was
made to provide the BSI with a more formal and aremt structure (BSI, 2008b).

6.3.3 The Formal Organisation
The first step in this transition process was tadintle the SC and to replace it with a so-
called Transitional Management Committee (TMC). mhén March 2009, electronic

31 This figure has been composed from backgroundnaitéBSI, 2008a). To this end, TWG members have
been identified as either belonging to one of tilWing categories: economic, civil society or eth. Then,
the location of their home institution’s headquahas been used to determine their geographicrofigobal
north or global south).
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elections were held among the BSI membership. TME Tvas replaced by a Management
Committee (MC) and Supervisory Board of Directo88D). Furthermore, the AGM was

formalised and the BSI was registered as a ngprimiit company under the laws of England
and Wales (BSI, 2009c, 2009d).

In the newly formed organisation, decision-makwas concentrated in the SBD, whereas
the MC mainly functioned as an advisory body (BX109a). In practice, however, the two
boards often held their meetings together (intevsievith members of the MC and SBD).
Also, the double board structure was somewhati@siifin the sense that their memberships
strongly overlapped (BSI, 2009d). As having twotdsavas perceived by many as unwieldy
and unnecessary, a decision was made at the AGRu@&rto Rico in November 2010 to
replace them with a single BD. At this occasior BSI also changed its name to Bonsucro

(Bonsucro, 2010). See Figure 24 for an organisationart of Bonsucro.

Figure 24: Organisational Chart of BSI/Bonsucro

TWGs Board of Directors Bonsucro Secretariat
- Agronomy :> Primary decision-making body, |:> - Based in London

- Processing and Milling comprises 2-4 representatives from each

- Social Impacts stakeholder category

Annual General Meeting
Consists of four electing classes:
1) Growers/producers
2) Processors
3) End users/intermediaries
4) Civil society

The BD is now the central locus of decision-makingBonsucro. Its members (directors)
convene several times a year to discuss and reacksi@hs on various matters of
organisational strategy and development. Somesatdte functions include: approving the
standard, admitting new members, and appointing eorolling the activities of the
Bonsucro secretariat. The SB is divided into foutakeholder categories: (1)
growers/producers; (2) processors; (3) end usesirediaries; (4) civil society. The

Bonsucro Constitution stipulates that each corestity group shall be represented by at least

192



two Directors at the board level (BSI, 2008a)n contrast to the RSB and RTRS, the
collective choice rules of Bonsucro do not incliedgght of veto for civil society actors. Its

Articles of Association stipulate that the BD hagueorum of at least two directors. If the
guorum is met, decisions are taken by a simple mtajof votes. In the case of a draw, the
chairman has a casting vote (Bonsucro, 2011). &ffdg, as shown below, this translates
into a dominant position of northern industry astar the organisation’s central decision-
making body.

Whereas the formal design of BSI/Bonsucro’s centiedision-making body has changed
over time, its composition has remained very sim{gee Figure 25). In this regard, a
breakdown of stakeholder participation using theegaries defined in Chapter 2 reveals a
dominant position of northern industry actors, rhyobig brand companies like BP, Shell,
Cargill, Tate & Lyle, and Coca Cola. Also, two largorthern NGOs (WWF and Solidaridad)
have been permanent members of the BSI/Bonsucradfodhere was also some
participation from producer groups such as the iBaaz sugarcane industry association
UNICA. However, civil society actors from the gldlsouth have had no representation in

the organisation’s central decision-making body.

3%2|n 2011, the composition of the BD was change jend users; (2) civil society; (3) farmers; (4)
intermediaries; (5) industrial (Bonsucro, 2011).
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Figure 25. Composition of BSI/Bonsucro’s PrimarycBen-Making Body (percerit)
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Membership of Bonsucro is open to all organisatiith a stake in the sugarcane sector. All
members have to pay a membership fee, which vdgpsnding on the type and size of the
organisation (Bonsucro, website-a). In January 2884/Bonsucro had 102 members. Figure
26 shows a detailed breakdown of its compositiamceOa year, the members of Bonsucro are
invited to convene for the AGM. As mentioned abadbe, first AGM took place in Sado Paulo
in November 2008. At these meetings, the memberivie the accounts of the organisation
in the form of a written report. Furthermore, th&M has some decision-making authority.
Among the most important powers of the AGM is tiecgon of the BD. Therefore, each
“electing class” (growers/producers, processors, @sers/intermediaries, and civil society)
elects or re-elects their representatives at the Blthermore, the AGM approves the
standard and decides on resolutions referredhkyp the BD. With regard to collective choice
rules, the AGM has a quorum of at least seven mesnbemprising at least one person from
each constituency group. Voting is done by a shébwamds or (if demanded) a poll. The
Decisions on resolution or amendments to resolstaye taken by a simple majority of votes
(BSI, 2009a)*

% This figure has been composed from backgroundnaisteTo this end, board members have been idedtif
as either belonging to one of the following catégmrindustry, civil society, or others. Then, theation of
their home institution’s headquarter has been usegtermine their geographic origin (global nasttglobal
south).

% The 2011 version of the Articles of Associatioredmot clearly specify the collective choice rudéshe
AGM (Bonsucro, 2011).
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Figure 26. Composition of the membership of BSI&Borp (percenty
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In the newly formed organisation, standard-setwogtinued in the TWGs. Furthermore,
following the guidelines of the ISEAL Alliance, \@on 1 of the standard was opened for a
60-day public consultation period, starting in Mar2009. During this period interested
parties could comment and provide feedback ontdredard. The standard was opened for a
second public consultation period after Versionf 2he Bonsucro Production Standard was
approved at the AGM in November 2009. During thestfround of public consultation,
eighteen organisations provided feedback on thadatd (BSI, 2009b). Regarding the
second round of public consultations, comments ffoan organisations were posted on the
Bonsucro website (BSI, 2010). In addition to thélpuconsultation period, the secretariat
organised a number of stakeholder outreach meetingsg 2009 and 2010. Meetings were
conducted in Africa, Asia, Latin America, and EuwopAccording to the Bonsucro
Secretariat, more than 800 stakeholders were rdadoeing this outreach programme
(Bonsucro, website-b). The feedback from the stakkdn outreach meetings was worked
back into the standard, leading to Version 3 ofBl@sucro Production Standard. However,
no clear guidelines existed about how, and to vexaent, the input from the stakeholder
consultations had to be included in the standarfterAhe standard setting-process was
concluded, the certification scheme was launchedlune 2011. See Figure 27 for an

overview of the institutional development of BSlfBuicro.

% This figure has been composed from the membelishiprovided on the Bonsucro website
(http://bonsucro.com/site/members/list-of-membelahuary 2014). To this end, members have beetifiddn
as either belonging to one of the following catéggrindustry, civil society, or others. Then, theation of
their home institution’s headquarter has been tseétermine their geographic origin (global nasttglobal
south).
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Figure 27. Institutional Development of BSI/Bonsu(2005-2011)
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6.3.4 Assessing Inclusiveness
Using the qualitative indicators developed in Ckaj& (Section 2.5.1), this section assesses
the inclusiveness of BSI/Bonsucro’s standard-sgtiand decision-making arrangements. To

this end, their openness and composition, as waheir constitutive rules are examined.

Standard-setting in BSI/Bonsucro was organisechieet TGWSs on agronomy, processing
and milling, and social impacts. The TWGs were fednmn early 2008 and over the course of
the next three years defined and operationalised®i/Bonsucro Production Standard. Like
the RTRS, BSI/Bonsucro restricted access to itsdstal-setting bodies. In this regard, the
industry-dominated SC selected three TWG leaders then recruited small groups of

experts (8-9 people) for their respective areasc#s be seen from Figure 2 civil society
actors in particular were strongly underrepreseirteade TWGs. Once the first version of the
standard was completed the BSI followed the guidsliof the ISEAL Alliance and opened

its standard for two public consultation periodartRermore, a global outreach programme
was conducted. This consultation process exposedsthndard to a wider group of

stakeholders, providing them with the opportunitygive feedback and to provide comments.
However, there were no clear guidelines as to hod ® what extent the SC had to

incorporate this input.

Decision-making authority in BSI/Bonsucro was ity concentrated in the SC and then in
the TMC, SBD, and BD. The analysis of the compositf these bodies revealed the strong
position of economic actors from the global nortioétly big brand companies) (see Figure

4). They hold the majority of seats in the orgaimges central decision-making body. In
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contrast, civil society actors from the global $obhaive had no representation at the board-
level at all. Overall, there are very few civil gty organisations among the members of
BSI/Bonsucro, with only 9 out of 102 (9 percent)mirs belonging to this category. Also,
it was found that the design of the collective ckaiules of BSI/Bonsucro’s central decision-
making bodies do not protect the standard agdiespossibility of regulatory capture. Thus,
in comparison to the RSB and RTRS, BSI/Bonsucro &asgnificantly lower level of

inclusiveness. See Table 21 for an overview ofikgtutional design of BSI/Bonsucro.

Table 21. Inclusiveness of BSI/Bonsucro (Overview)

Standard-setting

Technical Working Groups

arrangement
Membership rules Restricted (members appointedibgrihg Committee)
Composition Unbalanced

Consultation mechanism

Yes

Primary Decision-making
arrangement

Board of Directors
(Steering Committee)

Membership rules

Restricted to members

(Fee of US$25,000 to join the Steering Committee)

Composition Unbalanced

Collective choice rules No protection against ratuly capture

Secondary Decision-making Annual General Meeting

arrangement
Membership rules Open

(membership fees depending on size and stakehcddegory)
Composition Unbalanced

Collective choice rules

No protection against ragpriy capture

6.4 Tracing the Diffusion Process

As in the previous two case study chapters, thii@e uses process-tracing to examine the
diffusion and variation of the MSI institutional ohel in the agriculture sector. With a focus

on BSI/Bonsucro in the sugarcane sector, the difftestages of the diffusion process, as
identified in Chapter 2, are assessed. The obgdtito explain why, unlike the RSB and

RTRS, the BSI/Bonsucro developed significantly leésslusive structures. The analysis

begins with inquiring into the causes of the diifuns Then, the selection, transmission, and
adoption phases are examined in-depth. To this thedempirical analysis can draw on 17

semi-structured interviews conducted with membard abservers of the BSI/Bonsucro
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process. Furthermore, the analysis relies on thetingeminutes of the SC and other types of

primary documents.

6.4.1 Causes

As in the previous cases, and consistent with titeerlying diffusion model, the designers of

BSI/Bonsucro did not design their organisation frecnatch. Instead, they turned to already
established initiatives in other fields for inspioa and to learn from their experiences. As
diffusion “theory” would predict, the main motivegere that the initiators of the BSI wanted

to avoid making mistakes and to save time and ressu

The decision to learn from the experiences of stheas made early on in the process.
Already at the initiative’s foundational workshopestions of institutional design were being
discussed in detail. At the meeting, participamsried four working groups and each was
given the task of discussing the structure of anl k4§ better sugarcane production. Each
group developed an organogram and these were tleserged to the full meeting. In the
subsequent discussion, participants expressedesttén learning from other commodity
initiatives and to see how they were run and olgahi By learning from the efforts and
mistakes of others, they hoped to “add value rathan replicate existing programmes”
(WWEF, 2005a). As in the cases of the RSB and RTRiS Jed the initiators of the BSI to turn
to familiar and popular institutional designs. In eaterview, the Coordinator of the BSI

stated:

“| personally had not set up one [MSI] before, there was lots of experience within
the WWF on these issues and | talked to a lot opfgeas many as | could have.”

6.4.2 Source Selection

The selection of a target institution or sourcekadhe beginning of the diffusion process. A
choice has to be made about whom to imitate, |&@m, etc. Standard diffusion models
assume the existence of a single central sourcenCiowever, multiple sources exist. When
multiple sources are available institutional vaoatcan occur as designers select different
source models for imitation. These choices depamdactors such as familiarity, spatial
proximity, and perceptions about the prestige oé¢ tlarget institution. Against this

background, it was hypothesised that:
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H1: The diffusion outcome will be more (less) inclwesivthe primary target

institution exhibits a high (low) level of inclusness.

To empirically examine this claim, interviews amhpary documents will be used in order to

establish which organisations served new adopteespmimary source model.

The designers of the RSB had very close netwosktbethe FSC, which served them as an
important point of reference. For the initiatorsloé RTRS, the RSPO was the primary target
institution. For the case at hand, the diffusiofitgga was found to be more diffuse. The
available documentation and interview material advehat its designers had knowledge
about various MSIs. In this regard, in particuldWF US was an important source of
information. Its representative had been one ofntlagn advocates for including agriculture-
induced land-use change in the WWF's overall coradem strategy. In 2004, he had
published a widely circulated booWprld Agriculture and the Environment: A Commodity-
by-Commodity Guide to Impacts and Pract)jcedich identified farming as the “single
largest threat to biodiversity and ecosystem famcof any single human activity on the
planet” (Clay, 2004: vii)On various occasions, he briefed the members db@about other
MSIs and their setups. For example, he held a ptatsen about governance options at the
first meeting of the SC where he talked about tI&P®&, the FSC and other roundtable
initiatives (BSI, 2006e). The interviews confirmétht WWF US and its representative was

an important source of information for the foundefrghe sugarcane roundtable.

“He was setting the direction for us as he hadugetther roundtables before. So
when we had the first meeting in London, [Persordid] a lot of the talking. He is a
fairly convincing person” (interview with a membarthe SC).

Before starting its work on sugar, WWF US had atéd and coordinated in the Aquaculture
Dialogues (ADs). The ADs consisted of eight spespscific roundtables to develop
standards for responsible aquaculture productiachEroundtable consisted of a multi-
stakeholder steering group, TWGs, and a seriesa@eBolder outreach meetings as, well as
periods open to public comments. With a focus dmea farming, the first AD was initiated

in February 2004. In the following years, roundésbior others species (e.g. freshwater trout,
pangasius, shrimp, and tilapia) were launched.e52809, the finalised standards have been
managed by the ASC, a foundation under Dutch lawVf¥Vwebsite-b). There is evidence
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that the ADs served the members of the SC as a pbimeference when creating the
organisational structures of the BSI. In this relg&/WF US supplied the members of the SC
with documents from the Salmon AD which were usedemplates for setting up the TWGs
(BSI, 2006¢). However, as mentioned above, thedetsrof BSI/Bonsucro also considered
the design of the RSPO, the FSC, and other MSlsnvthey created the organisational
structures of their initiative (BSI, 2006c, 200@006e; WWF, 2005a).

Thus, whereas in the previous two cases a cleanapyi target institution could be

established, the diffusion pattern in the case $FBonsucro was found to be more diffuse.
When creating the organisational structures ofstigarcane initiative, its founders looked at
the design of several MSIs, including the ASC, RSB@l the FSC. This means that in the
case at hand no clear correlation between thesivaness of the primary target institution
and the diffusion outcome could be establishedyighnog no support for Hypothesis 1 (the

primary target institution influences the diffusiontcome).

6.4.3 Transmission

Once a target institution, or institutions, is sétel, a diffusion mechanism transmits
information about the source model to the poinaddption. In Chapter 2, different types of
diffusion mechanisms were discussed. It was arghatl when imitation is the primary
diffusion mechanism, then a close replication efsburce model is the expected outcome. In
contrast, learning can introduce variation. Vaoatoccurs as adopters draw lessons from
their experiences and the experiences of othemoilmy so, they may find that some aspects
of the source model are suboptimal for their puggoand make modifications accordingly
(selective imitation). Also, they may combine tksdons learned at different places and thus
synthesise new practices. The outcomes of learpnogesses are inherently difficult to
predicta priori. They depend on a range of factors which are aftse specific. They are
likely to depend on the past experiences, inforomafvailable, and interpretations of the
adopter, as well as the situation and context inchvlthe learning process takes place.
Although difficult to predict, learning processe=ave empirical “traces” (e.g. reflections
about the pros and cons of a model) which can benaed through interviews and primary
documents (e.g. meeting minutes, project propasagpinst this background it was
hypothesised that:
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H2: The diffusion outcome will be more (less) inclsif adopters learn that

inclusiveness was good (bad) for the success of pdopters.

As the previous section revealed, the initiatorshef BSI looked at several MSils, including
the ADs, RSPO, and FSC, when creating the strustir¢heir organisation. However, they
did not simply imitate any of these initiativesstead, learning from its experiences with
these prior adopters, WWF US promoted a more streathand market-oriented approach
to stakeholder inclusion. These experiences wecellated among founding members of the
BSI in the form of a memo about WWF US’ *“lessoearhed from commodity-specific
dialogues (WWF, 2004b):

“[Person Z] of WWF UK and [Person Y] of IFC askea o put together a memo of
some of my experiences and lessons learned aas'#lIWF US’ from engaging the

private sector in commodity specific efforts such Bundtables, certification

programs, and consortia. Here are some of the gsiocls that | have come to over
the past 15 years doing such work” (WWF, 2004b: 1).

The memo develops the foundations of what is noawknand widely publicised as the
WWEF's theory of business transformation (WWF, wadsi). According to this theory, there
are 15 key agricultural commodities that are respgme@ for much of the sector’s
environmental impact. Seventy percent of those codities are under the control of a
limited group of 300-500 companies. Against thiskgeound, the WWF seeks to engage the
top 100 influential companies which between themtrd 25 percent of the trade in these
commodities in its roundtable initiatives. In thvay, the NGO hopes to significantly reduce
the environmental impact of the agricultural sectoa global scale (Clay, 2010). This theory
of change has important implications for the suetof MSls. They are to focus on key
crops, key impacts, and to leverage the influerfdeey players in the agro-supply chain. In

this regard, the memo argues against the more apeexperimentalist approach of previous
roundtable initiatives:

“While talk, discussion, or even consensus may beeans to an end, they are not a
sufficient end in and of themselves to be worthWaA/F's time. The goals need to be
agreed to before the first meeting” (WWF, 2004b: 1)

201



For WWF US, these goals should be the 5-10 mosifi&ignt impacts that result in 70-80
percent of the adverse effects that WWF cares abBather than creating a more
comprehensive standard, it is argued that theipyrisihould be to engage a wider segment of
the industry. Regarding stakeholder inclusion, tiemo elaborates on the importance of
identifying and engaging the “key leverage poimtisdhange”. The process should be driven
by “the players that bring sustained interest i@ dtommodity to the table, and that bring
considerable financial resources to the work ofgheup as well” (WWF, 2004b: 3-4). On
the corporate side, these are buyers and tradeneldss banks. These companies, which
transact with large numbers of producers, can iadarovironmental change by making their
buying decisions and loans conditional on standardhpliance. In contrast, the memo
expresses scepticism about involving producery earlin the process. In particular, it warns
not to involve producer or manufacturer associatiovhich are identified as the most
conservative members in the agro-supply chain. ,Ad8dl society organisations should be
selected using criteria such as their level of caiment and expertise. Once the key impacts
and acceptable levels of overall performance haenbdentified, the size of the group can
be expanded. However, the memo makes clear that #ne many companies and NGOs that

should not be included in the process:

“Successful dialogues need a diversity of stakedrsldt the table, but not necessarily
everyone who might want to be there. It is impdrtanget those at the table who are
not only committed to changing a commodity systbat,who are also committed to
work together to make the change happen. Many rdiftestakeholders (whether
NGOs or companies) do not fit into this categonydoe reason or another (e.g. lack
of expertise, lack of real knowledge or experiewith the commodity in question, or
ideologically opposed to the production of a comityodr finding a viable solution
for reducing impacts). These types of stakeholdemild not be invited to the table”
(WWF, 2004b: 2).

Furthermore, WWF US identifies the politicisatiohtbe standard-setting process as one of
the main problems of other roundtable initiativ€ten, these would “bring too much
technical work into the central group which is mofe ‘political’ body”. Instead, the memo
argued that the standard “should be set by dedicndards groups or sub-committees that
have the technical expertise to do so” (WWF, 2004b)

The interviews with the members of the SC confirnieel importance of the memo for the

genesis and development of the BSI. In the intarsjehe representative of the WWF US
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was described as the “intellectual architect” afalifitain head” of the initiative (interviews
with members of the SC) and the then Coordinatth@BSI stated:

“[Person X] had very clear ideas how to do this amdte a paper about the principles
that we should use to set up this kind of initiatiHis idea was to get your arms
around the chain at the bits where it is conceatrand then drive change through
that. That was the thinking behind (thterview with the Coordinator of the BSI).

In this regard, many of the early decisions abawt b setup a commodity roundtable can be
traced back to WWF US’ theory of change. One exanplthe decision to first approach
Tate & Lyle, one of the world’s largest buyers aerfiners of sugar, before engaging other
stakeholders in the process. Another example isi¢esion to introduce a fee of US$ 25.000
for organisations wanting to join the SC. It se¢h® these decisions directly followed from
WWF US’ advice to focus on the “key leverage pofotschange” and “the players that bring
sustained interest in the commodity to the tabled #hat bring considerable financial

resources to the work of the group as well” (WW804b: 3-4).

In support of Hypothesis 2 (learning can influettoe diffusion outcome), the above analysis
uncovered clear traces of a learning process. Hewewmlike the founders of the RSB, the
people behind BSI/Bonsucro came to believe that rtie@e open and experimentalist
approach of earlier commodity roundtables had lmembstacle to their success. Drawing
lessons from their experiences, they developed ee nmstrumental and results-oriented
approach to stakeholder inclusion. In this regaingy bought into WWF US’ “theory of

change” which focuses on the key leverage pointeeragro-supply chain (buyers, investors,
and traders), whilst excluding more peripheral antical actors. This learning process may
explain why the founders of BSI/Bonsucro adoptesigaificantly less inclusive approach

when compared to the RSB and RTRS. However, a aimphalysis of the diffusion process
also needs to consider processes of institutioajaining, as well as the wider institutional

environment in which the BSI| was initiated.

6.4.4 Adoption
The adoption of the diffusion item marks the endth diffusion process. In the broader
diffusion literature this process is often desdalilbe a somewhat mechanistic way in which

potential adopters make a decision to either acoepgject a diffusion item (Rogers, 1995:
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364). However, a closer consideration of the issiggests that adoption is not simply a ‘yes

or no’ decision.

Institutional Bargaining
Multi-stakeholder processes are political arenaswimch struggles over influence and
diverging interests take place. When firms and N@GQl&borate to create new MSIs they
typically differ sharply over the structure and gavance of these schemes and the scope and
content of their standards and procedures. As tiveapy targets of private regulation,
corporate actors in particular will try to maximideeir control over the regulatory process.

Against this background, it was hypothesised that:

H3: the diffusion outcome will be more (less) inclwesi¥ corporate actors are in weak

(strong) bargaining position.

To examine this claim, the empirical analysis idfeg and describes processes of
institutional bargaining during the adoption phaleen, the distribution of bargaining power

in these situations is examined.

In the case at hand, the empirical analysis uneoveseveral episodes of institutional
bargaining during the formation period of BSI/Boasu As in the previous cases, these
conflicts were found to be rooted in differencesmthe content and form of regulation. Like
the interest constellations in the RSB and RTRYpndifferences existed between NGOs,
on the one hand, and producers groups from theagkxuth, on the other. In an interview,

one of the chairmen of the SC summarised the &iuas follows:

“I would say the people the most difficult to brimdpng were the NGOs and the
producers. Those two were the two extremes | hatbéab with and the most active in
trying to shape the standard. They were oppositspgo

Like in the other cases, the cost of implementingtanability standards was a key issue for
sugarcane growers. They feared that the BSI/Bonsstendard would be too demanding and
that they would not be able to comply with it. Futmore, there were concerns about
BSI/Bonsucro being a barrier to trade and a meshario discriminate against producers

from developing countries (BSI, 2006f, interviewsthwa sugarcane farmer). Another
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perception was that, controlled by big buyers aratiNern NGOs, BSI/Bonsucro and its
standard was being imposed on producers. The ngestinutes of the SC summarise these

concerns:

“The producers (Australia, South Africa, et al) emwary of BSI because of the
perceived potential of BSI standards for introdgcitrade filters or other
phytosanitary trade barriers, and because the Bfgi'se (Better Sugarcane) makes
them feel singled out. This, together with the B8iporate and NGO members, who
are mainly from the EU and the US, suggests to th®ah there may be a hidden
protectionist trade agenda” (BSI, 2007c¢).

On the other hand, NGOs within BSI/Bonsucro pusfadhigher standards. At various
occasions, this led to clashes with industry adtotbe BSI (interviews with members of the
SC and TWGs). However, there were also differefet®een civil society actors. Whereas
the WWF wanted the BSI/Bonsucro standard to betdiento what it referred to as the core
impacts of sugarcane production, other groups witatasee a more comprehensive standard.
In this regard, the social component of the BSI&mmo standard became a notable bone of
contention. As a labour intensive industry, workeights are a highly contentious issue in
the sugarcane sector and were on top of the agdrstane of the NGOs involved (interview
with civil society representatives). At the sammdj labour standards (health and safety
standards, working hours, fair wages, etc.) had@ext impact on production costs and thus

affect the core preferences of producer groups.

Whereas producers and NGOs opposed each other oy isgues, downstream industry
actors often took a more moderate position. Depgnodn the issue at stake, they would
either support the NGO position or that of prodacerhrough the interviews, the core
preference of this stakeholder group could be iledtas being focused on assurance and
reputational protection. In this regard, a represtere of a big beverage company and

member of the BD explained in an interview:

“One of the challenges that a company like CocaQals is that we can do a lot of
great work but just because | say we are doing ghgtainably does not mean that
anyone is going to believe me. There are a lotuaktons about the company. There
are a lot of concerns about greenwashing. So wembbard with Bonsucro because
of the approach that was taken. It is multi-stakeé¢ioand defines what sustainability
is and with the certification programme there istparty validation.”
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These differences in preferences resulted in vargpisodes of institutional bargaining in
and surrounding BSI/Bonsucro. Through the intergieand the analysis of primary
documents two interrelated episodes of instituidr@againing could be identified. The first
involved the NGO-buyer dominated SC and producgamisations outside the initiative. The
second took place between producers and NGOs wBSifBonsucro over the content and
scope of the standard. However, unlike the RSB, ehmpirical analysis produced little
evidence for bargaining over governance structu@tsl, as in the case of the RTRS,
institutional bargaining was found to have had aerindirect effect on the inclusiveness of
the sugarcane initiative. In this regard, examinthg politics and conflicts surrounding
BSI/Bonsucro was important in order to understamdtepns of participation — that is,
stakeholders’ decisions to engage or to not engatheprivate sustainability governance in

this arena.

From the very beginning, there was strong opposifrom producer groups in Australia,
South Africa, Brazil, and India against the BSI atsl plans to develop a sustainability
standard for sugarcane production (interview whit Coordinator of the BSI). By 2003, the
WWEF had already made attempts to reach out toSKXCIT, a leading industry association
and important forum for sugarcane growers aroumdwbrid. When the SC held its first
meetings in 2006, a decision was made to againoapprthe ISCCT for technical support
and formal endorsement. The contact was facilitthedugh a member of the ISCCT, who
had attended several of the early SC meetingsryiete with the Coordinator of the BSI).
Then, later in 2006, the Coordinator of the BSiétked to South Africa to meet with the
members of the ISCCT Executive Council. The purpafsthe visit was to seek the formal
endorsement of the ISCCT and to use its annualresagas a forum to launch and promote
the BSI within the wider industry. Furthermore, tB€ was interested in the technical input
the ISCCT could make to its standard-setting pmdc&SI|, 2006a). However, the ISCCT
leadership remained very suspicious of the BSI after the meeting withdrew its
representative from the BSI SC. Summarising thetimgethe report of the BSI Coordinator
to the SC reads:

“There was real concern from those present ase@dhstruction of a barrier to entry
and as to discrimination against producers with lewironmental or social
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performance. | was forcefully informed by [Persohthat these matters relating to
sugarcane were ISSCT competence and not WWF's”, (BRIGT).

The BSI was also met with opposition from otherducer groups, notably the South African
Sugar Association (SASA) and the Australian sugsdadustry. SASA had participated in
the Better Sugar Better Business Meeting2005, but remained wary of the process. In a
letter to the SC, SASA raised concerns similathtusé expressed by the ISSCT. The letter,
which was discussed in detail by the members ofSiethe stated that “certain institutions
are not adequately represented”. Furthermore, thehSAfrican sugarcane growers feared
that the buyer-dominated BSI and its standard waoelgatively impact their businesses and
distort trade practices (BSI, 2006e: 10). Attemfaswin over the Australian sugarcane
industry also met with little success. During 20@@embers of the SC met with leading
organisations in the Australian sugarcane indushgiuding Canegrowers, the Australian
Sugar Milling Council, and the Australian Societly Sugar Cane Technologists. But the
Australians also showed little interest in joiniihg BSI. Although less concerned about trade
barriers or sustainability standards as such, #éingyed that the Australian sugarcane industry
was already well down the road to implementing BMPsring the meeting, they had asked
the SC representative: “What is, and where is,atiheantage of us becoming part of BSI?”
(BSI, 2006b).

As the world’s largest producer and exporter ofasagne, Brazil was another priority region
for the BSI. Starting in 2006, the SC members meeleral attempts to establish contacts
with leading organisations of the Brazilian sugaecandustry. As part of the “Brazilian
engagement strategy” a stakeholder outreach mesasgrganised and UNICA was invited
to join the SC. But the Brazilian sugarcane groweese also sceptical about the BSI
(interview with a member of the SC). In the caséBrdzil, the meeting minutes of the SC
also mention language barriers and the absencee@rfsan on the ground to represent the BSI
as challenges (BSI, 2007b).

Over the next two years, there was little progmsshe issue and notably the ISCCT, SASA,
and the Australian sugarcane industry continued/dloemently oppose the BSI. During
further negotiations, they complained about the’8&Icus on sugarcane and demanded a
name change. Furthermore, they continuously cétti the BSI for trying to impose

standards on them and to distort trade practicks.BSI responded by considering a name
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change and ultimately changing its name to Bonsuéiso, the word ‘standard’ was

removed from the communication materials in ordealteviate concerns and misperception
about the BSI developing a compulsory standard ,(B®07b, 2008e). However, the
relationship between the BSI and producer groupSaath Africa and Australia remained

difficult as the former Chairman of the SC desddiiean interview:

“We had to cope with quite a lot of resistanceerEhwas a lot of resistance in
Australia and there was a lot of resistance in B@édtica. Australia and South Africa
took such an extreme position that we never reafipaged to get them involved and
now they would lose too much face if they would oetlved” (interview with the
Chairmen of the SC).

It was around 2008 when changes in the regulatoviranment of the BSI also changed the
dynamics in the bargaining game with producer aggions. With a focus on sugar, the BSI
had started out as a food crop initiative. Howetteg, adoption of biofuel quotas in the EU,
USA, and elsewhere suddenly transformed sugarcaoen internationally traded bioenergy

crop as one of the SC members explained in arvieter

“When we started the process we were talking abdoeibd commodity and midway
through the process we were talking about a fuehroodity. We had a very

interesting time when the dynamic of the conveosatchanged. That gave a
momentum to the BSI process and kicked it up a”g@aterview with a member of

the SC).

It was in January 2008 when the EU Commission prtesea draft directive which included a
10-percent blending mandate for biofuels, to behed by 2020. Furthermore, the proposal
included a set of mandatory sustainability criteviaich all biofuels produced in or exported
to the EU would have to meet (EU Commission, 2068ymally adopted in 2009, the EU
RED created one of the world’s largest marketsbiofuels (European Union, 2009). At the
same time, a decision was made to rely on privadification schemes for the
implementation of the EU RED’s sustainability compot. Under the planned scheme, firms
would be able to use initiatives like the BSI tomibmstrate compliance with EU
sustainability regulation and thus gain accessh® European biofuel market (Schleifer,
2013).
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The prospect of selling large quantities of bioatitao the EU changed the preferences of
the strongly export-oriented Brazilian sugarcangustiry — but not so much those of the
Australian and South African sugarcane growers, adlb most of their production locally

(interviews with an Australian sugarcane farmerjtiits focus on sugarcane, the BSI was
the natural forum for the Brazilian's to seek degdition. In an interview, the chairman of the

SC described the development as follows:

“The producers were the most difficult and they evéine last people to come on
board. It was always very difficult because the ldgng they needed was more
barriers put in front of them. (...) What drove itr fBonsucro in the end was
legislation around ethanol production and the reedertification there” (interview
with the chairman of the SC).

In autumn 2007, the Project Manager of the BSItetsiBrazil where he met with the
President of UNICA, Brazil's leading sugarcane isitlyl association. With EU biofuel quotas
and sustainability regulation looming on the homizbINICA expressed great interest in the
BSI (interview with the General Manager of the BSI) the following months, UNICA

regularly attended the meetings of the SC, of wititlecame a formal member in mid-2008
(BSI, 2008c). Later that year, in November 2008,ION hosted the BSI's first AGM in Séao

Paulo, Brazil (BSI, 2009c). Essentially, UNICA’'sdamsement of the BSI functioned as a
catalyst for the initiative. It explains the higlmoportion of Brazilian sugarcane growers

among the members of BSI/Bonsucro (see Figure Gidde6.3.3).

The influx of producer groups increased the le¥diaierogeneity in the BSI. As in the cases
of the RSB, this led to conflict and bargainingvibetn stakeholder groups. In this regard, the
interviews provide evidence of various occasionsnguwhich producer groups clashed with
civil society actors over the scope and contenstahdards. In particular, BSI/Bonsucro’s
social component became a bone of contention. alkkdoound to this is that the EU RED
does not include any social criteria under itsaunsability scheme. Not surprisingly, producer
organisations in the BSI wanted the standard tadamn the environmental criteria included
in the EU RED, whilst keeping its social componaatsmall as possible (interview with a
member of the TWG Social Impacts). On the otherdhafor some of the NGO
representatives labour standards and human rigéts avtop priority (interviews with NGO
representatives). Disagreements about the BSI’'ebapp towards labour rights violations in
the industry had already previously caused tensaomgng the members of the SC. At some
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point, an NGO representative had left the SC oveordlict about a report he wanted to see
published on the history of human rights and lalrghits violations in the sugarcane sector

(interview with a member of the SC).

In November 2008, the members of the SC met wightlinee leaders of the TWGs to put
together the first version of the BSI Productiorartetard. Over the course, of 2008, the
TWGs had produced some 150-200 indicators for niegsthe environmental and social
impacts of sugarcane production (interview with &V leaders). However, stakeholders in
the BSI strongly diverged as to which and how mahthe indicators should be included in
the standard. Industry members felt that the stahslaould start from a low base. Instead of
putting the bar too high, and thus excluding manydpcers from the initiative, it should
highlight continuous improvement. On the other haw@Os representatives wanted to see a
more comprehensive standard, with some insistingaastrong social component. These
differences resulted in an intense round of instital bargaining among the members of the
SC, which its chairman described as “a bit of ddwzling exercise because everyone was
trying to get everything they thought needed torbéhere and we got close to 200 major
points and each had 4 sub points”. Asked aboudlifferent stakeholders and their positions,

he explained:

“WWF was more pragmatic than the others. Solidaridas more left if we call
NGOs left, and the Brazilian cooperative [UNICA] svatamping its feet from the
other side. (...) Ethical Sugar was just a pain i@ #iss. They tried but they were
manageable. They did not play much of a role. Ates they were irritating but as
they were so small they got swept along really. Cora-Cola for me was the dark
horse. They seemed to gang-up with WWF more oftan hot.”

The result of these negotiations was the identiboaof 50 key indicators, which then
formed the basis for the first version of the B&dction Standard. However many of the
initial social indicators, in particular, did notake their way into the standard. In this regard,

the leader of the TWG Social Impacts stated inrberview:

“It was a painful exercise. With regard to the sbstandards, | thought that we were
losing a lot of the substance” (interview with teader of the TWG Social Impacts).
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A comparison of the social components of the RS@tae BSI/Bonsucro standard confirms
significant differences between the two initiativéghereas the RSB includes a wide range of
social criteria in its standard, BSI/Bonsucro mited to a few core criteria in this area (see
German & Schoneveld, 2011: 11-13). This suggest# tbroducer organisations in
BSI/Bonsucro were able to influence the bargaingagne in their favour. The following
analysis of the sources and distribution of barggimpower sheds some further light on the

issue.

Producer organisations in BSI/Bonsucro possessagn#icant amount of GIAP. However,
unlike the other cases this GIAP did not maniféseli in their ability to create or join
alternative arrangements. Instead, it enabled tloenot take regulatory action and to remain
outside the initiative. The interview material psirio the nature of the international sugar
trade as the main reason. In comparison to othenuadities, such as soybeans or palm oil, a
much smaller proportion of global sugar producti®riraded internationally. In this regard,
an expert from the IFC’s Biodiversity and AgricultlCommodities Program explained in an

interview:

“There are a couple of things about sugar thad#ferent from other commaodities |
have worked on. One is that the bulk of sugar itn@tled internationally. Sugar is
very anomalous in that the vast majority of sugpat ts produced in China, Brazil, or
India does not reach international markets. Isisdudomestically.”

A look at the trade statistics of the FAO confirthe lower export rate of sugar. Whereas 77
percent of global palm oil production and 34 petceh global soybean production are

exported, only 19 percent of the world’'s sugarraléd internationally (values for 2011)

(FAO, website-b). This means that producers inglobal south are less dependent on world
markets and, as a result, that buyers and NGOslhasdeverage over them. In other words,
they could afford to remain outside the initiateved not to engage in regulatory activity. The
IFC expert, who was involved in the founding stajehe BSI, described the situation as

follows:

“The assumptions we had about trade flows and lowse the middle of the value
chain to promote better practices doesn’'t necdgsanrk as clearly for sugar as
you've got massive domestic trade and consumptibittwisn’t really affected by
this theory of change” (interview with an IFC agilicral commodities expert).
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However, the situation changed as the EU launctsediofuels policy and plans to rely on
private certification schemes to implement a setahdatory sustainability standards. This
created an attractive export opportunity, notablythe Brazilian bioethanol industry. At the
same time, it reduced producers’ GIAP by increasiirgcost of not taking regulatory action.
Theoretically, the Brazilians could have createglrtbwn scheme, but there was a lot of time
pressure and uncertainty surrounding EU biofuellagn (interview with a sugarcane
farmer and member of the SC). In the end, thesmrmaplayed in favour of the BSI, and
UNICA and its members made a decision to join thigative. This explains the relatively

high level of producer participation in BSI/Bonsoicr

In the above section, the resulting conflicts bemveroducer groups and NGOs within the
BSI were described in detail. As in the case of RA&RS, bargaining mainly focused on the
scope of the standard. However, unlike producearusgtions in the RTRS, UNICA and its
members were able to influence the bargaining gerteeir favour. Partially, this can be
traced back to UNICA'’s high level of inclusion pawge. its importance to the success of
the BSI). For several years, the BSI had unsucakgsiegotiated with producer groups from
important sugarcane growing regions to join thé&ative. Now, the world’s most important
industry association had decided to join the schame was negotiating on behalf of its
members to become certified. It is needless talsatythis put UNICA in a strong bargaining

position.

On the other hand, in comparison to the RSB and®RTGOs in the BSI seem to have been
in a weaker position. Not only were there fewer N\G@volved in the scheme but also there
was little NGO activity outside the initiative. this regard, a background analysis revealed
that none of the big international NGOs was runréagpaigns on sugarcane. It seems that
this lack of NGO activity in the sugarcane sectanslated into a low level of inclusion
power for civil society actors. Also, there is exide to suggest that the business-dominated
SC did not actively seek their inclusion. In thegard, an NGO representative and member of

the MC stated in an interview:

“I think if an NGO would have wanted to be a membelon't think it would have
been turned down. That is my feeling. But | dohink that the members at the
beginning tried to attract more NGOs.”
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In sum, the analysis of the adoption process umeodveeveral rounds of institutional
bargaining between the members of BSI/Bonsucropaoducer groups outside the initiative.
But, as in the previous cases, there is little ewi@ to suggest that these bargains had a
significant effect on the institutional design betsugarcane roundtable. Thus, overall the
case study produced little evidence in support ghdthesis 3 (institutional bargaining and
the distribution of bargaining power influence thiéusion outcome). On the other hand,
examining the politics and conflicts surroundinglB®nsucro was important in order to
understand patterns of participation — that iskedtalders’ decisions to engage or to not
engage with private sustainability governance is #nena. Whereas patterns of participation
are different from institutional design (the foafgthis project), the issue is closely related to
the deeper research question studied in this dager. the inclusiveness of private

governance institutions (see discussion in Chdht8ection 2.5.1).

Coercive Pressures
The previous sections have discovered how the fensndf BSI/Bonsucro considered the
design of various MSis in other fields when conding the organisational structures of their
initiative. It was shown that, drawing lessons fridrase experiences, they developed a more
instrumental and results-oriented approach to kt@ker inclusion. Furthermore, processes
of institutional bargaining were examined. Howe\BEIl/Bonsucro and its design cannot be
fully understood without considering the wider ingtonal environment in which the scheme

was initiated.

In Chapter 2, a distinction was made between navenadnd coercive environmental

pressures. It was argued that the group of latptado are likely to be subject to the same
normative pressures and that this can have an igmeoeffect on them. On the other hand,
there is reason to believe that coercive pressumagswell vary across industry sectors and
schemes. With a focus on transnational activistpzagms, it was argued that strong coercive
pressures will lead to a more inclusive diffusiontamme. This is because in these
environments business actors are likely to be malimg to engage with civil society actors

in the context of MSls. Also, advocacy groups maypgressure on the founders of new MSlIs

to adopt a more inclusive approach. Thus, the folypothesis is:
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H4: The diffusion outcome will be more (less) inclwsiW coercive pressures at the

point of adoption are strong (weak).

To examine this hypothesis, a background analymisitahe environmental conditions during
the adoption process will be conducted. Therefive empirical analysis will draw on media
reports, NGO reports, and secondary literature.theamore, interviews and primary
documents (e.g. meeting minutes) will be used taneme how adopters perceived their

institutional environment and how they respondeid. to

The previous case study chapters on the RSB andRFévided support of Hypothesis 4. It
was shown how strong coercive institutional pressun the biofuels and soy arenas pushed
the founders of the RSB and RTRS to adopt a maskisive approach. Launching their
initiatives in these highly politicised and conegstenvironments, they came to believe that
only a highly participatory approach would have rates of success and of producing
meaningful results. In the case of the RTRS, whiels directly targeted by NGOs, adopting
an inclusive design was also a strategy to shiedtganisation from further criticism.

In comparison, a background analysis of NGO activaad the interview material suggest
that during its founding phase BSI/Bonsucro wagexilio only weak coercive pressures.
Unlike the soy and biofuels arenas, there wag INNGO activism in the sugarcane sector. In
the past, there had been some NGO criticism of pamking conditions in the industry
(Amnesty International, 2008). However, backgrouesearch revealed that none of the big
international NGOs was running campaigns on sugaraathe periods preceding or during
the formation phase of the BSI. There are seveadans for that. Firstly, when compared to
soy, sugarcane expansion had been relatively m¢sestFigure 16, Section 6.2). Brazil had
seen a significant increase of land under sugardariesoy was by far the bigger problem. In
this regard, the statistics of the FAO reveal thahe decade preceding the launch of the BSI
(1995-2005), sugarcane in Brazil expanded by 1.[lomihectares. In comparison, about
11.2 million hectares of land had been convertéd soybean fields during the same time
period (FAO, website-b). Secondly, GMOs, which hagarked much controversy in the soy
sector, were not an issue in the sugarcane settials with GM sugarcane have been
conducted in a variety of countries, but the GMasugne proportion of global production
remains insignificant (GRAIN, 2009).
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The situation somewhat changed when sugarcane keaammportant feedstock for the
world’s growing demand for biofuels (interview wighNGO activist). As a result, sugarcane
became increasingly associated with the contraaertsipics dominating the debate on
biofuels (land grabs, food vs. fuel, etc.) (Friemdsthe Earth, 2010). However, during its
formation period, and in the minds of its creatdise BSI was primarily a food crop
initiative. Only later in the process did BSI/Boosu enter the biofuels certification market
(interview with a member of the SC). In this regatte BSI's starting point was different
from those of the RSB and RTRS. Whereas these shdrad been initiated in highly
politicised environments, the BSI was “sailing adra waters” as one of the interviewees put
it (interview with a member of the SC). Asked abdbe nature of NGO-business
relationships in the sugarcane sector, this asssgsmas echoed by many of the other
interviewees (interviews with various members af 8C). Background research on media
coverage and NGO reports about the BSI confirmedlolv level of coercive pressures
during the scheme’s formation phase. It producdg one report, by European Corporate
Observatory, in which the “little known Better Suggne Initiative” was critically mentioned
(Corporate Europe Observatory, 2008).

In sum, the analysis showed how, unlike the RSBthadRTRS, the sugarcane initiative was
subject to only weak coercive pressures. Whereasgicoercive pressures had pushed the
founders of the RSB and RTRS to adopt a more in@uspproach, the opposite effect could
be observed in the case at hand. Here, weak cegoodssures were found to coincide with a
low level of inclusiveness. In this regard, the ecagudy provides further support to

Hypothesis 4.

Normative Pressures
Like in the previous cases, the within-case anslgsvealed how the ISEAL Alliance and its
standard-setting code exercised normative pressurdbe designers of BSI/Bonsucro. To
recapitulate briefly, created in 2002, ISEAL is association of leading private standard-
setting systems. Among its founding members areFB€, the IFOAM, the FLO, and the
MSC (ISEAL, website-a). Probably the most importantmative document developed by
ISEAL, is its Code of Good Practice for Setting Social and Enwvinental Standards
(ISEAL, 2012). First released in 2004, the codeslayt principles and criteria for how to
create credible private standard systems. Oneeofmibist important procedural requirements
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of the ISEAL code is stakeholder inclusion in thecidion-making and standard-setting
process. In this regard, the code stipulates tB&AL, 2012: 8):

» Standard-setting shall be open to all interestetigsa

» Participation and decision-making needs to refiedbalance of interests (subject
matter and geographic scope)

» Participants shall include stakeholders with aneeiige relevant to the subject, those
that are materially affected by the standard, amukseé that could influence the
implementation of the standard.

The normative framework created by ISEAL has becamamportant reference point for
private sustainability initiatives — including theunders of BSI/Bonsucro. At a meeting of
the SC in December 2007, its members agreed teaB8 should work with ISEAL to
achieve “credible standards of sustainability” (B8007c). Following this decision, the
BSI's General Manager established contacts wittAlIS&nd attended one of their workshops
on emerging initiatives. In 2008, Bonsucro thenligopfor ISEAL membership and became
an associate member the year after (interview whth General Manager of the BSI).
Documentation from the standard-setting procesd,tha interviews with the three TWG
leaders, confirm the importance of the ISEAL noforsBonsucro. In this regard, as required
by the ISEAL standards code, the Bonsucro Produ@&iandard was opened for two 60-day
public consultation periods during 2009 and 20l1QrtHhermore, a global stakeholder
outreach programme was conducted (Bonsucro, websit€omparing the findings across
cases, the analysis shows how the ISEAL norms Feubtated convergence between the
three initiatives. However, the resulting ‘isomarpkffect’ remains limited as the in-depth

analysis of their institutional designs revealed.

6.5 Summary of Findings

This was the last of three case study chapterex#tmined the diffusion of private
participatory governance to the sugarcane secttier Aproviding some case context and
background information, the institutional develomtnef BSI/Bonsucro from its inception to
the launch of the formal organisation was descriBedpart of this, a detailed analysis of the
scheme’s rule-making and decision-making arrangésnems conducted, identifying the
scheme as an MSI with a low level of inclusivendssorder to explain this outcome, the

process of institutional diffusion was traced. Tpecess-analysis was guided by the
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analytical framework developed in Chapter 2. Thearfework distinguishes three stages in
the diffusion process — source selection, transonis&nd adoption — and specifies a set of
testable hypotheses about the cause-and-effedioredhips that influence institutional
outcomes (see Table 20, Section 5.4).

Consistent with the underlying diffusion model, tempirical analysis revealed how the
founders of BSI/Bonsucro did not design their orgation from scratch. Instead, they turned
toward already established MSiIs in other fieldsrger to learn from their experiences and to
imitate their structures. Mirroring the findingsofn the previous case study chapters,
inquiries into the causes of institutional diffusisuggest two main motives: costs savings

(time and resources) and risk reduction (avoid m@knistakes).

Whereas in the previous two case study chaptefsaa primary target institution could be

established, the diffusion pattern in the case $FBonsucro was found to be more diffuse.
When creating the structures of their organisattbe, founders of BSI/Bonsucro looked at
the design of several MSIs, including the ASC, RSB@l the FSC. This means that in the
case at hand no clear correlation between thesiveness of the primary target institution
and the diffusion outcome could be establishedyiginog no support for Hypothesis 1 (the

primary target institution influences the diffusiontcome).

Examining the transmission of ideas between BSIgBoro and its various target institutions,
the empirical analysis uncovered clear traces tdéaaning process. However, unlike the
founders of the RSB, the people behind BSI/Bonsuame to believe that the more open
and experimentalist approach of earlier commodityndtables had been an obstacle to their
success. Drawing lessons from their experiences;, tleveloped a more instrumental and
results-oriented approach to stakeholder inclusiBroviding support to Hypotheses 2
(learning can influence the diffusion outcome)stl@arning process partly explains why the
founders of BSI/Bonsucro adopted a significantgslenclusive approach when compared to
the RSB. However, a complete analysis of the diffusprocess also needs to consider
processes of institutional bargaining as well aswider institutional environment in which

the diffusion process takes place.

Moving toward the adoption stage of the model, pnecess analysis uncovered several

rounds of institutional bargaining between the merabof BSI/Bonsucro and producer
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groups outside the initiative. But, as in the poes cases, there is little evidence to suggest
that these bargains had a significant effect on itistitutional design of the sugarcane
roundtable. Thus, overall the case study produittel ¢vidence in support of Hypothesis 3
(institutional bargaining and the distribution oérgaining power influence the diffusion
outcome). On the other hand, examining the poldind conflicts surrounding BSI/Bonsucro
was important in order to understand patterns atigi@ation — that is, stakeholders’
decisions to engage or to not engage with privastamability governance in this arena.
Whereas patterns of participation are differentfrmstitutional design (the focus of this
project), the issue is closely related to the deemsearch question studied in this
dissertation: the inclusiveness of private goveceanstitutions (see discussion in Chapter 2,
Section 2.5.1).

Finally, the nature and strength of environmenta&spures at the point of adoption were
examined. The findings provide further support fypothesis 4 (the strength of coercive
pressures at the point of adoption influences tfiestbn outcome). Whereas strong coercive
pressures had pushed the founders of the RSB aR$&RI adopt a more inclusive approach,
no similar effect could be observed in the caskaaid. Here, weak coercive pressures were
found to coincide with a low level of inclusivenegsirthermore, as in the cases of the RSB
and RTRS, the ISEAL alliance was found to have @ged normative pressures on the
founders of BSI/Bonsucro. As the comparative ansliysthe next chapter will show in more

detail, these normative pressures had only a langemorphic effect on the three initiatives.
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Chapter 7. Comparative Analysis

7.1 Introduction

With a focus on the agriculture sector — the mastadhic site of MSI diffusion in recent
years — Chapters 4-tnvestigated the institutional diffusion and vapat of private
participatory governance in the biofuels, soy, angarcane industries. These individual case
study chapters described the institutional develmof the RSB, the RTRS, and
BSI/Bonsucro. This included a more in-depth analydithe inclusiveness of their standard-
setting and decision-making arrangements. Then,atiedytical framework developed in
Chapter 2 was used in order to trace the diffugimtess and to explain the institutional

outcome for each case.

The purpose of this chapter is now to complete dhmpirical analysis by comparing the
results of the individual case study chapters witle another. This will make it possible to
identify the causes of variation for the casesistlidit will also provide a solid empirical
basis for the formulation of more general hypotseakout the institutional diffusion and
variation of private participatory governance. Teenainder of this chapter is organised in
three sections: the first section revisits the gaesof the legitimacy of transnational rule-
making organisations. Then, bringing together theifgs from the individual case study
chapters, the institutional designs of the RSB, BTBnd BSI/Bonsucro are described and
compared. In order to explain the observed vamaitotheir levels of inclusiveness, a cross-
case comparison of their institutional diffusiorttpeays (source selection, transmission, and

adoption) is conducted.

7.2 Organising Legitimate Transnational Rule-Making

The growing importance of private regulation in thiebal economy has raised pressing
guestions about the democratic legitimacy of pevgbvernance arrangements. In the
transitional realm where these schemes operateleanly defineddemosor self-governing

community exists. Against this background, Chapteargued that the liberal model of
democracy, with its focus on formal accountabityd representation, is not well suited for
the reality of transnational rule-making with itaultitude of actors, diffuse authority, and

many levels. As part of a wider turn in the philpkp of democracy, deliberative democratic
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theory has been proposed as an alternative norenhtsis for organising legitimate rule-
making at the transnational level (Dingwerth, 20Mfryzek, 2000). In essence, the
deliberative approach highlights the importanceaticipation and dialogue over the liberal
ideas of representation and formal accountabiftsnong the various private governance
arrangements that have emerged in recent yearss M&1 believed to most closely
approximate the deliberative ideal. They try to amige legitimate private rule-making
through participatory elements and procedural parency. These design features follow
directly from the two core procedural principles deliberative democratic theory:

inclusiveness and unconstrained dialogue.

With regard to the first criterion, real-world MSfwactise inclusiveness through direct
participation as well as consultation. In this @oxtf direct participation means active
involvement in the rule-making process, with theligbto influence its outcome; whilst
consultation is a process of informing, and seekihg input of, a wider group of
stakeholders. Generally, the participatory quadityconsultation is considered to be inferior
to direct participation as there are no clear duide as to how and to what extent power
holders have to incorporate the input (cf. Arnsté®69).

MSIs organise direct participation of those affdctey their activities through the multi-
stakeholder structure of their decision-making astdndard-setting bodies. Typically,
organisational decision-making is concentrated ames form of board or executive
committee. Representing key stakeholder groups peaglucers, buyers, and civil society),
these bodies convene several times a year and deawions on standards, certification, and
other organisational matters. In addition, many $18lso feature a secondary decision-
making body in the form of an annual assembly efrtmembers. The main purpose of these
meetings is to engage and inform the wider memieedbout current developments and the
organisation’s future plans. Their role in orgatim@al decision-making is often limited to
the election of the members of the executive baactithe approval of the standard.

In the cases studied, the standard-setting pragasrganised in separate bodies. The RSB
had four WGs on environmental impacts, GHG, soampacts, and implementation;
BSI/Bonsucro featured three TWGs on agronomy, @msiog and milling, and social
impacts; and in the RTRS standard-setting was @gdnn a PCVDG. The main function of

these bodies is to develop the principles, criteara indicators of the standard which are
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then referred to the board and/or assembly of mesrfioe approval. Typically, these bodies

reflect the multi-stakeholder structure of theigamisations.

Besides practising direct participation, many M8&& consultation mechanisms to inform,
and seek the input of, a wider group of stakehsldé&Widely practised consultation

techniques among sustainability MSIs are public m@mt periods on draft standards as well
as stakeholder outreach meetings. With regard bligpapomment periods, MSIs make draft
standards available on their website. For a detegnperiod of time, external stakeholders
can then provide comments and feedback on the atdnd@hrough organising face-to-face
meetings with external stakeholder groups, stakkmobutreach meetings serve a similar
purpose of engaging and informing a wider audieabeut both the standard and the
certification process.

Unconstrained dialogue is the second core proceguiraciple of deliberative democratic
theory. It means that the decision-making proces=ds to be free from domination and
manipulation. The goal is an open dialogue or “‘idgeeech situation” in which actors try to
persuade each other through argumentation and ichvgower relationships recede into the
background (Risse, 2000). From an institutionalgteperspective, unconstrained dialogue is
difficult to organise as it depends on so manydiact- for example, the willingness of
participants to engage in an open dialogue andetgpdrsuaded by the better argument.
However, there are certain design features which #mought to be conducive to
unconstrained dialogue. In this regard, procedugaisparency is widely regarded as a key
element of good governance. According to Esty (2825), seeing the decision-makers in
action and observing who has influenced a decimoessential in establishing a sense of
fairness, rationality, and neutrality. Also, it @ges the decision-making process to public

scrutiny and thus discourages rent-seeking and s#ieserving behaviour.

Procedural transparency is an important designufeabf MSIs. It is achieved through
documenting the standard-setting and decision-ngagimcess and making this information
accessible to external audiences. In this regduel,websites of MSIs typically include a
section on governance and/or standards in whichcémeposition and procedures of their
decision-making bodies are described. Furthermmany MSIs make their constitutional
documents together with documentation about thendstal-setting process and the

implementation of the standard available on thesbsites. Some MSIs also make detailed

221



meeting minutes of their decision-making and steshdetting bodies available to external

audiences — however, this is less widely practised.

Due to their inclusiveness and transparency, M&8letbeen praised for their democratising
potential. In this regard, scholars have refereethem as “innovative institutional designs,”
“good governance models,” and “sites of meanindgliberation” (Cashore et al., 2004: 298;
Dingwerth, 2007: 9; Gulbrandsen, 2008b). Howeviee, democratic legitimacy of private
multi-stakeholder governance remains contested y(@he2011; L. Fransen & Kolk, 2007;
Schouten et al., 2012), and there is evidencedgesi that the institutional diffusion of MSls

has not spread a universal model of private pagtory governance in the global economy.

7.3 Variation in the Level of Inclusiveness

In Chapter 1, an inventory of 16 environmental M8las conducted. With regard to
measuring their levels of transparency, the qualityprocedural information provided on
their websites was assessed. This exercise reveal®@ variation in this dimension of
institutional design. Whereas most schemes woutivige detailed documentation about
their decision-making organs, and more or lessilddtaocumentation about their standard-
setting activities, very few would disclose infotmoa about internal decision-making
processes. For the analysis of inclusiveness, dhgosition and constitutive rules of MSIs’
central decision-making bodies were examined, texgaignificant variation in this key
dimension of institutional design (see Table 2R)wéas found that some schemes carefully
balance the influence of business and non-busmesss and protect their standards against
the possibility of regulatory capture. On the otHeand, there are MSIs which are

significantly less inclusive.

In order to further investigate stakeholder inabasin private sustainability governance and
differences between initiatives, Chapters 4-6 cotetll a more in-depth analysis of the
inclusiveness of three agricultural commodity roabdes. The results of this analysis were

summarised in Chapter 1 (Section 1.5.4, Table 3).
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Using the qualitative indicators developed in Ckajt (Section 2.5.4, Table 5), the in-depth
analysis of the RSB, the RTRS, and BSI/Bonsucreigea further evidence for significant

differences in the way in which real-world MSIs anjse and practise stakeholder inclusion.

Firstly, membership rules were analysed as to vénetin not they restricted access to the
governance arrangement’s standard-setting and iciegisaking bodies. If restrictions

existed, the type of restriction was identifiedc@&dly, with regard to collective choice rules,
the focus was on whether or not they protect agaires possibility of regulatory capture.

Regulatory capture occurs when a regulatory agendpminated by those whose actions it
is supposed to control (Mattli & Woods, 2009). Fotample, regulatory capture becomes
possible when a private regulator’s primary decisitaking body is dominated by economic
actors and decisions are taken by a simple majorfityotes. Giving a right of veto or

blocking minority to civil society actors is a coram design feature to protect against
regulatory capture. Finally, using the four keykstaolder categories identified in Chapter 2
(civil society north, civil society south, economiorth, and economic south), the
compositions of the standard-setting and decisiaking arrangements were included in the

analysis.

In all three cases, the standard-setting processonganised in a distinct standard-setting
body. The RSB featured four WGs (environmental iapasocial impacts, GHGs, and
implementation); in the RTRS standard-setting tplaice in the PCVDG; and BSI/Bonsucro
had three TWGs (agronomy, processing and millimg, social impacts). The main function
of these bodies was to develop and refine draftcyples and criteria in order to reduce the
environmental and social impacts of biofuel, soyd augarcane production. Whereas all
three organisations used a similar rhetoric to Wescheir standard-setting processes (multi-
stakeholder, transparent, etc.), the more in-depiysis revealed differences as well as
similarities. Significant differences existed wrgtgard to the design of membership rules and
the composition of the standard-setting bodiesthim RSB, the WGs were open to all
interested parties and membership was free of ehdrgken together, the WGs had some
282 members. Unfortunately, the exact compositibthe WGs could not be established.
However, the available documentation and intervignevided evidence that all four key
stakeholder groups were represented. Unlike the, R#BRTRS and BSI/Bonsucro restricted
access to their standard-setting processes. In dagbs, a small number of experts were
selected by the OC and SC, respectively. But wisetka RTRS’ PCVDG maintained a
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careful balance between the key stakeholder gra@@®BBonsucro’s TWGs were dominated
by industry actors. Overall, very few civil sociedgtors participated in the standard-setting

process of the sugarcane initiative.

On the other hand, there were also similaritiessben the three organisations. In this regard,
all three MSIs were found to organise public cotadidn periods and stakeholder outreach
meetings. For example, during 2008 and 2010, thB &®ducted three public consultation
periods in which external stakeholders could comnoenthe RSB Principle and Criteria.
Furthermore, 15 stakeholder outreach meetings werelucted in Europe, Asia, North
America, South America, and Africa. The RTRS algmered its standard for public
consultation periods and organised stakeholdeeaditr meetings. Very similar consultation
activities could be observed in the case of BSI&ano. With varying degrees of
transparency, the three initiatives published imi@tion about their consultation activities on
their websites. However, in none of the cases wakear to what extent, and according to
which criteria or guidelines, the feedback from fhéblic consultation periods was worked
into the standard, if at all. These findings canfeissumptions about the inferior participatory
quality of stakeholder consultation when compareddirect participation. The former is
mainly a process of informing, and seeking the inpiy a wider group of stakeholders,
whereas the later actively involves stakeholdershi rule-making process (cf. Arnstein,
1969).

The WGs, PCDVG, and TWGs were responsible for mh@gfthe standard, but they did not
possess decision-making authority. In all threeegsadecision-making was concentrated in
some kind of board or steering body. At the begigrof each process, these boards consisted
of an initial founding body, arad hoc group of people which had emerged from the
organisations’ foundational meetings. Later, thbedies were formalised. With regard to
membership rules, all three organisations restfietecess to their primary decision-making
bodies to their members. However, there were diffees regarding the access to the initial
founding bodies. In the case of the RSB, memberghithe FSB was open and free of
charge. In principle, all organisations with a stak the biofuel industry could volunteer to
participate in the FSB. In contrast, to become anber of the RTRS and BSI/Bonsucro
initial founding bodies, stakeholders had to paypembership fee of US$ 10,000 and US$
25,000, respectively. It is likely that these feessed the membership of these bodies toward

large, resource-rich organisations. Difference® a&sisted with regard to the composition
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and collective choice rules of the later formalisiatision-making bodies. In this regard, the
RSB’s SB and the RTRS’s EB were found to be baldnaed the design of their collective
choice rules protected the organisation againspdssibility of regulatory capture (right of
veto/blocking minority for civil society actors)n Icontrast, the BSI/Bonsucro board was
found to be unbalanced and a simple majority raftediecision-making put economic actors

from the global north in a dominant position.

Besides a central board, all three MSIs featuresg@a@ndary decision-making body; in the
form of a GA in the case of the RTRS and an AGMhm case of BSI/Bonsucro. Somewhat
differently, the RSB’s membership was organisedeleven, later seven, stakeholder
chambers which convened separately several tinteggae. The importance of these bodies
in terms of organisational decision-making varietoas the three cases. In the RSB, the
chambers, and therefore the wider members, wereebcinvolved in various aspects of

organisational decision-making, including the depehent of the standard. In contrast, the
political function of the RTRS GA and the BSI/Bonsu AGM was largely limited to the

approval of the standard and the election of thtrakboard. The membership rules of these
bodies were found to be very similar across theetlwases. In this regard, membership in all
three organisations is open to all interested gmsiith a stake in the respective biofuels, soy,
and sugarcane industries. Furthermore, all thrgamsations charge a similar membership
fee which depends on the size and type (e.g. ®bglety or economic actor) of the member.
However, the case study chapters revealed significhfferences with regard to the

composition and collective choice rules of thesdiém With 27 percent, the RSB is the only
organisation with a strong civil society constitagnin contrast, with 12 percent (RTRS) and
9 percent (BSIl/Bonsucro), civil society participatiis significantly lower in the other two

schemes. But whereas civil society actors in thdR®Thold a right of veto in the GA,

decisions by the AGM of BSI/Bonsucro are taken kgmaple majority vote. The situation is

somewhat different in the RSB where the membershiprganised in seven stakeholder

chambers which do not convene in one forum (se@€hd for details).

In sum, the in-depth analysis and comparison of dasign of the three organisations’
standard-setting and decision-making bodies redestmificant differences in their levels of
inclusiveness. Clearly, the most inclusive schelmgh(level of inclusiveness) is the RSB. Its
standard-setting and decision-making arrangemegt®@en and balanced. Also, the design

of its collective choice rules protects the orgati against the possibility of regulatory
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capture. On the others side of the spectrum, withowa level of inclusiveness, is
BSI/Bonsucro. In this case, access to the stanskettthg process was restricted, the scheme’s
standard-setting and decision-making bodies areirdied by corporate interests, and its
collective choice rules provide no protection agamegulatory capture. As can be seen from
Table 24, the RTRS occupies a middle ground betwleemRSB and BSI/Bonsucro in terms

of inclusiveness.

Table 22 Inclusiveness of the RSB, RTRS, and BSI/Bonsu€omparison (Overview)

RSB RTRS BSI/Bonsucro
Standard-setting Working Groups Principles Criteria Technical Working Groups
arrangement Verification Development
Group
Membership rules Open Restricted (members | Restricted (members
appointed by Executive | appointed by Steering
Committee) Committee)
Composition Balanced Balanced Unbalanced
Consultation Yes Yes Yes
mechanism
Primary Decision- Steering Board Executive Board Board of Directors
making (Founding Steering (Organising Committee) | (Steering Committee)
arrangement Board)
Membership rules Restricted to members Restrictedembers Restricted to members
(Fee of US$ 10,000 to join (Fee of US$ 25,000 to join
Organising Committee) | the Steering Committee)
Composition Balanced Balanced Unbalanced
Collective choice Protection against Protection against No protection against
rules regulatory capture (civil | regulatory capture (civil | regulatory capture
society actors possess g society actors possess a
blocking minority) formal right of veto)
Secondary Decision-| Stakeholder Chambers | General Assembly Annual General Meeting
making
arrangement
Membership rules Open Open Open
(membership fees (membership fees (membership fees depending
depending on size and | depending on size and on size and stakeholder
stakeholder category) | stakeholder category) category)
Composition Balanced Unbalanced Unbalanced
Collective choice Protection against Protection against No protection against
rules regulatory capture (via | regulatory capture (civil | regulatory capture
their representatives civil society actors possess a
society chambers can | formal right of veto)
block decisions at the
SB-level)
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7.4 The Institutional Diffusion and Variation of Private Participatory

Governance: A Cross-Case Comparison

Bringing together the findings from the single cadedy chapters, the previous section
revealed significant variation in the level of imsiveness of agro-MSIs operating in the
biofuels, soy, and sugarcane sectors. Whereas $tieviRas identified as a highly inclusive
private governance arrangement, the RTRS and BB#Bwo were found to exhibit a
medium and a low level of inclusiveness, respebtiv&hese findings confirm earlier
observations that the institutional diffusion of MSas not spread a universal model of
private participatory governance in the global ecog. As ideas about multi-stakeholder
governance have diffused across and within indusgggors, they have taken different forms
at different places. It was argued that discover®ut more and less participatory
arrangements have important political repercussionsthe legitimacy and credibility of
MSIs as a mode of global sustainability governaAgminst this background, the central task

of this dissertation has been to explain this viemain institutional outcomes.

Whereas much has been written about the initidltin®nal emergence of MSls (Bartley,
2003, 2007b; Bernstein & Cashore, 2007; HaufleQ32McNichol, 2006; Pattberg, 2005;
Zietsma & McKnight, 2009)as well as the activities and interactions of alyeastablished
schemes (Dingwerth & Pattberg, 2009; L. W. Frang64,1, 2012b; Kaan, 2008; Overdevest,
2010; Zietsma & McKnight, 2009), only a few scheldrave dealt with the process of
institutional diffusion in more depth (Auld et aRP07; Gulbrandsen, 2010). In order to
address this gap and to advance our understanflingw institutions vary as they diffuse,
Chapter 2 provided a detailed discussion of diffasitheory”. It defined institutional
diffusion as a causal process through which institis and their elements are transmitted
through time and space. It discussed why and whstitutional diffusion occurs, and what
its primary mechanisms and outcomes are. On thss [dairee stages in the diffusion process
— source selection, transmission, and adoptionre wistinguished. For each of these stages,
hypotheses about the cause-and-effect relationshgisinfluence diffusion outcomes were
formulated. Integrated into a causal model, thegeotheses take the form of intervening
variables. They intervene in the diffusion processising it to produce more or less inclusive
institutional outcomes (see Chapter 2, Sectiord®.4 his diffusion model was then put to

work in three case study chapters which tracedlitfiesion of the MSI institutional model to
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the biofuels, soy, and sugarcane sectors. In th@wing, the process-tracing evidence from

the single case study chapters is compared adnesthitee cases. The comparative analysis
begins with an examination of what caused diffusioneach case, then the case study
evidence regarding the model's source, transmissiod adoption stages are summarised

and compared.

7.4.1 Causes

Consistent with the underlying diffusion model, thliee case study chapters provided clear
evidence for the occurrence of an institutionalugifon process. This means that the founders
of the RSB, the RTRS, and BSI/Bonsucro did not teréheir organisations from scratch.
Instead, they turned toward familiar and prestigiguior adopters in order to imitate their
structures and to learn from their experiencesldb means that in order to explain their
institutional designs (and variation between thémese processes have to be understood and
examined. With regard to the causes of diffusialgpsers’ motives to imitate the design of
others and to learn from their experiences wer@dotp be very similar across the three
cases. One important motive was the adopters’ elésirsave time and resources. In this
regard, the founders of the RSB, the RTRS, andB&®Kucro wanted to avoid “reinventing
the wheel”, “replicating existing efforts”, or t@ét off the ground as quick as possible”. On
the other hand, reducing exploration costs coulddbatified as another important cause of
institutional diffusion in the cases studied. Frample, the founders of the RSB mentioned
concerns about how poor decisions at an early staglel compromise legitimacy at a later
one and documents from the founding phase of theSRiead: “[c]opying existing models
will provide opportunities to learn from mistakesdaspeed-up the process” (WWF, 2004a:
3). In sum, the findings from the individual castudy chapters suggest that cost
considerations — time savings as well as the remluctf exploration costs — were the main
drivers behind institutional diffusion in the casssidied. In organisational theory, these
factors are discussed as important triggers bepindesses of interorganisational imitation
and learning (Dutton & Freedman, 1985; Levitt & Mar1988; Lieberman & Asaba, 2006;
Ordanini et al., 2008).
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7.4.2 Source Selection

The selection of a target institution or source kedahe beginning of the diffusion process. A
choice has to be made about whom to imitate, [Bam, etc. In Chapter 2, it was argued that
diffusion will lead to a homogenisation of the atiog population when there is a single
central source (broadcasting model of diffusiom).such cases, later adopters converge
toward the prior adopter who is the target of diffun. In contrast, diffusion outcomes can
vary when the underlying diffusion model has mudtipources. In these situations, variation
among late adopters occurs, when designers saféatedt target institutions for imitation
which exhibit different institutional features. ™ee decisions are thought to depend on
factors such as adopters’ network ties, their apgtioximity to prior adopters, as well as
their perceptions about prior adopters’ performaremrds. Against this background, the

following hypothesis was formulated:

H1: The diffusion outcome will be more (less) inclsivf the primary target

institution exhibits a high (low) level of inclugness.

The case study chapters provide some support i®hipothesis. The relationship between
the institutional design of the target institutimd the diffusion outcome was most evident in
the case of the RSB. Through the interviews andlabla documentation at least five
members of the founding group could be identifidtbvpreviously had been involved in the
FSC, among them the former Director General of l&€rnational. As diffusion “theory”
would predict (Davis, 1991; Galaskiewicz & Wassenm&989; Haunschild, 1993), these
close network ties led them to select the FSC agpthmary target institution. Furthermore,
the within-case analysis uncovered network tiestte RSPO which functioned as a
secondary target institution. As evidenced by treeting minutes of the RSB’s founding
body and through the interviews with its membelng, forestry scheme notably served the
initiators of the biofuels roundtable as an impott@ference institution in discussions about
organisational design and standards. In this regarthe case of the RSB, a clear correlation
between the high level of inclusiveness of the priyntarget institution and the diffusion

outcome could be established.

In reverse order, the FSC and RSPO were also iammoreference institutions for the
founders of the RTRS. Both the RSPO and RTRS heid d¢higin in the FCI of the WWF.
The RSPO had been initiated in 2002 and the RTR&xfed the palm oil scheme two years

229



later. Through the interviews it was establisheat #everal people who had been involved in
the launch of the RSPO later helped to form the TR an interview, the Coordinator of

the WWF FCI explained that the RTRS had essenti@bln modelled on the RSPO and that
it was the plan from the very beginning to leammnirthe palm oil experience. Furthermore,
the within-case analysis revealed that the RSP@rim had been modelled after the FSC. In
this regard, the RTRS and its design are partlyotiteome of what in Chapter 2 has been
discussed as chain mode diffusion (see Sectiofh)2Broviding some support for Hypothesis
1, the RTRS resembles the RSPO and the FSC in mapy. However, the founders of the

soy roundtable did not simply replicate the insitnal design of the palm oil roundtable or

the forestry initiative as a comparison betweenttiree organisations revealed. Instead, it
was found that they positioned their initiative shere in between the two schemes in

terms of inclusiveness.

On the other hand, the case study of BSI/Bonsuruiged little support for Hypothesis 1.
In this case, the diffusion pattern was found torbere diffuse. The founders of the
sugarcane initiative looked at several prior adaptencluding the RSPO, FSC, and ADs,
when designing the organisational structures af théiative. However, unlike in the other

two case studies, no clear primary target institutiould be identified.

Overall, the cases studied confirm assumptionstad@omplex diffusion pattern in the field
of multi-stakeholder sustainability governance,aiving multiple sources as well as chain
mode diffusion. Also, there is some evidence inpsupof Hypothesis 1 that the selection of
the primary target institution has an effect on diféusion outcome. This relationship could
be clearly observed in the case of the RSB. Alee, RTRS was found to resemble its
primary target institution, the RSPO, in many walewever, there was no systematic co-

variation of primary target institutions and diffois outcomes as suggested by Hypothesis 1.

7.4.3 Transmission

Once a target institution, or institutions, is se&del, a diffusion mechanism transmits
information about the source model to the poinaddption. In Chapter 2, different types of
diffusion mechanisms were discussed. It was arghat when imitation is the primary
diffusion mechanism, then a close replication efsburce model is the expected outcome. In

contrast, learning can introduce variation. Vaoatoccurs as adopters draw lessons from
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their experiences and the experiences of othemoilmy so, they may find that some aspects
of the source model are suboptimal for their puggoand make modifications accordingly
(selective imitation). Also, they may combine tkesdons learned at different places and thus
synthesise new practices. Against this backgroiimehs hypothesised that:

H2: The diffusion outcome will be more (less) inclesif adopters learn that

inclusiveness was good (bad) for the success of pdopters.

Providing strong support for this hypothesis, tlasec study chapters uncovered how the
founders of the RSB, the RTRS, and BSI/Bonsucrandidsimply imitate the design of prior
adopters. Instead, they drew lessons from the exprs of prior adopters and adapted the
MSI institutional model to the context at hand. Hwer, as shown below, the lessons learned
by the adopters were not the same across the ttases, putting them on different

institutional trajectories.

As described above, the founders of the RSB hayl adlese network ties to the FSC, which
they regarded as a success story. For exampleptimeling head of the RSB Secretariat
stated in an interview that “the FSC was seen asrbst successful standards initiative with
the biggest market share, global reach, and resgpeamong industry, NGOs, and
governments. It also was the oldest, so it hadahgest track record in terms of the lessons
that we could draw from’it Similar statements were made by other membeitsediounding
group. The dominant interpretation was that the 'B®ighly participatory approach was of
key importance to its success as a standardstivitidn their view, the FSC had proven that
stakeholder inclusion was particularly importantidg crisis situations. In this regard, the
forestry scheme was seen as a credible and rolygstns in which conflict among
stakeholders were solved internally, whereas ofithtlemes had fared less well in crisis
situations. One example mentioned in the interviexs the MSC. The MSC came out of a
bilateral partnership between Unilever and the WWffd was heavily criticised for not
involving other stakeholder groups. Due to the higbontroversial nature of biofuel
production, the founders of the RSB were partidylarorried about conflict and eager to
learn about strategies and mechanisms of crisiagesment. Drawing lessons from the FSC
experience, they therefore decided to follow theestry initiative and its highly inclusive

approach to stakeholder engagement.
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The people behind the RTRS and RSPO also lookédeaFSC as an important reference
institution. However, the within-case analysis wered a different learning path. When
WWF Switzerland started its work on forest conwansthrough agricultural-induced land-
use change, people within the FCI soon realiset tth& soy and palm oil sectors were
fundamentally different from the forestry sectorsed to produce timber, wood products,
paper, etc., most forestry products are visibléheoend consumer. In contrast, palm oil and
soy are what one interviewee referred to as “hidcienmodities”. In the case of soy, only a
very small fraction is directly consumed by humamiereas the bulk of global production is
used for producing high-protein animal feed. On titker hand, palm oil is an, often
unnoticed, ingredient in many food and cosmetiadpobs. Against this background, it was
reasoned that the consumer-oriented approach df$ii2 was not suitable for the palm oll

and soy sectors.

Like the fair trade organisation, the FSC operaesonsumer-oriented label which is
displayed on wood and timber products from companieat have undergone FSC
certification. However, due to the nature of sogl aalm oil consumption, the founders of the
RSPO and RTRS saw little use for an on-productllabd opted for a business-to-business
approach instead. In this approach, there is niblgisabel or certificate involved. Instead,
the scheme functions through business-to-busimaasdctions only (see Chapter 5, Section
5.4.3 for details). The interviews and availablewoentation show that this decision had
two implications for stakeholder inclusion. A ditemplication of the business-to-business
approach was that the designers of the RSPO andSRiBEA to differentiate between firms
occupying different positions in the supply chakb.a minimum, a distinction needed to be
made between corporate consumers, on the one haddproducer groups, on the other.
Also, they reflected about the relationship betwstakeholder engagement and process
efficiency. They reasoned that both were imporfanta scheme’s success, but identified a
trade-off between the two. In their view, highlyrfp@patory schemes were often slow,
whereas more streamlined initiatives lacked in ity and legitimacy. Against this
background, they concluded that an effective ititeawould need to find a middle ground
where it could be both inclusive and efficient. thermore, they came to believe that the
right balance between the two was also a functfdheinitiative’s objectives. In this regard,
they reasoned that the less visible business-touss approach would require fewer non-
business stakeholders to be effective than theucoasoriented approach. This explains why
the RSPO and RTRS came out stronger on the busiitesg/hen compared to the FSC.
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Like the RTRS, the founders of BSI/Bonsucro devetbp narrower approach to stakeholder
engagement. When the initiative held its first gt in 2006, WWF US advised the SC on
governance options. It briefed its members abdwromMSIs, including the RSPO, the FSC,
and the ADs, and circulated a memo about WWF U®eegrnces and the lessons it had
learned from commodity-specific roundtables andtifogation programmes. Within the
WWF network, the US office has a reputation fomigestrongly market-focused and close to
business. In its memo, it developed the foundatbrwhat is now known and widely
publicised as the WWF's theory of business trams&tion (see Chapter 6, Section 6.4.3).
This so-called “theory of change” has important licgtions for the structure and objectives
of MSls: they are to focus on key crops, key impaand key players. More specifically, in
its memo WWF US argued against the more open apdriexentalist approach of previous
roundtable initiatives like the FSC. Instead, adwieas given that the goals of a new initiative
need to be defined before the first meeting antdtakeholder engagement should focus on
the agro-supply chain’s “key leverage points foarmipe”. On the corporate side, these are the
players that command significant market power faghuyers and traders, as well as banks.
In contrast, scepticism was expressed about imvghproducer groups early on in the
process. In particular, WWF US warned not to inegbvoducer or manufacturer associations
which were identified as the most conservative memmin the agro-supply chain. Also, civil
society organisations should be selected usingr@isuch as their level of commitment and
expertise. It was made clear that many stakehqgldeses their lack of expertise or resources,
or critical positions, should not be invited to tble. It was found that these principles were
adopted by the founding members of BSI/Bonsucro tad they informed many of the
institutional design decisions made during the fation period of the sugarcane initiative.

In sum, the comparative perspective shows how ilegrprocesses have influenced the
diffusion outcome in the three cases. In partigulae¢ cases of the RSB and BSI/Bonsucro
provide strong support for Hypothesis 2. In thefuets case, the founders of the RSB learned
that inclusiveness had been important in the insdimal success of prior adopters, and the
case study showed how this influenced their insbital design choices. On the other hand,
the people behind BSI/Bonsucro came to the oppositelusion. Based on their experiences,
they reasoned that the open and experimentaligibapip of earlier adopters had been an
obstacle to the success of these initiatives, bhay therefore opted for a narrower and more

instrumentalist approach to stakeholder inclusiomarning could also be observed in the
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case of the RTRS. However, the decision of its feug to adopt a less inclusive design was
only indirectly related to the experiences madgbgr adopters. In this case, modifications
to the source model (FSC) were made because poiile WWF learned about differences
between the palm oil, soy, and forestry sectorsciwhhey believed required a different

approach.

7.4.4 Adoption

The third stage of the causal model developed iap@r 2 is the adoption process. It marks
the end of the diffusion process. In the literatitnie process is often described in a somewhat
mechanistic way in which potential adopters makeeaision to either accept or reject a

diffusion item (Rogers, 1995: 364). However, a eloonsideration of the issue suggests that
adoption is not simply a ‘yes or no’ decision. Imistregard, the following sections examine

and compare how processes of institutional barggiand institutional pressures at the point

of adoption have influenced the diffusion outcoméhie three cases.

Institutional Bargaining
Multi-stakeholder processes are political arenaswimch struggles over influence and
diverging interests take place. When firms and N@Gl&borate to create new MSIs they
typically differ sharply over the structure and gavance of these schemes and the scope and
content of their standards and procedures. As titeapy targets of private regulation,
corporate actors in particular will try to maximideeir control over the regulatory process.
Against this background, it was hypothesised that:

H3: The diffusion outcome will be more (less) inclsiiW corporate actors are in a

weak (strong) bargaining position.

Overall, the case studies produced little evidehaeintergroup bargaining was an important
mechanism of institutional choice in the RSB, RTR8d BSI/Bonsucro. In fact, explicit

bargaining over governance structures was onlyrgbdan two of the three cases, with no
significant changes to the institutional status.gMevertheless, the analysis of institutional
bargaining produced important insight into the d@gepesearch question studied in this
project: variation in the inclusiveness of privataticipatory governance. In this regard, the

analysis of bargaining power was important in otdeunderstand adoption patterns — that is,
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stakeholders’ decisions to join, to not join, or leave MSIs in the biofuels, soy, and
sugarcane arend®.In this regard, it was found that differences irpducer groups’
bargaining power explained variation in adoptioritgras across the three cases. Producer
groups were in a strong bargaining position indages of the RTRS and RSB where shifting
trade patterns and the availability of alternatimad from a business point of view more
attractive, options reduced the cost of leavingtthe initiatives. On the other hand, it was
shown how UNICA, the leading Brazilian sugarcargustry association, made a decision to
join BSI/Bonsucro only after EU sustainability réafion around biofuels had weakened its

bargaining position vis-a-vis the sugarcane rouridta

Bringing together the evidence from the case sitlthpters, the remainder of this section
describes the interest constellations and confiicthe RSB, the RTRS, and BSI/Bonsucro.
Then, the distribution of bargaining power in thegeations is analysed in order to explain

variation in adoption patterns across the threesas

For the most part, the observed interest congtaligtwere very similar in the RSB, the

RTRS, and BSI/Bonsucro. In all three cases, theirgrap analysis uncovered significant

differences in the core preferences of civil sqgciattors, on the one hand, and for-profit
actors, on the other. In particular, producer gsofipm the global south were often at odds
with the other stakeholder groups.

Concerned about the negative environmental andlsmapact of agricultural production in
the global south, (northern) NGOs were found tathee main drivers behind transnational
sustainability governance. Through initiating condity roundtables like the RSB, the
RTRS, and BSI/Bonsucro, their intention was to oedweforestation rates, conserve
biodiversity, and protect the livelihoods of locammunities. However, the case studies also
revealed that the NGO community is far from beimgtad on the issue of sustainability
certification. In fact, many NGOs remain very adi of business-civil society partnerships
which they see as mere “greenwashing” ploys. Tlagmear to be deep-seated differences

among civil society organisations about privateutatpry mechanisms and the current model

% The focus of this project is on institutional dgsbf MSIs’ standard-setting and decision-making
arrangements (e.g. collective choice rules, merhijersiles). On the other hand, the concept of adnpefers
to the decisions of individual stakeholders to emgar to not engage with multi-stakeholder goveceaithe
focus on institutional design as a dependent viriahs advantages as well as disadvantages, spte€Cha
Section 2.5.1 for a more detailed discussion.
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of global industrial agriculture. On the one harwdrtification proponents argue that
harnessing market forces can be a powerful meamafis making mainstream agricultural
production more sustainable. On the other, ceafifim critics dismiss the market as the
appropriate forum for sustainability regulation andtead demand more radical changes in
the way in which agricultural products are produeed consumed (e.g. a return to local

production and distribution systents).

As the principal targets of regulation, produceoups from the global south were often
opposed to private sustainability regulation foottwer reason. Many of them feared that high
environmental and social standards would have ativegimpact on their businesses. In this
context, a major concern of these groups was tinztp sustainability regulation would pose
a barrier to future economic growth (agriculturapansion) and that it would negatively
affect their competitiveness vis-a-vis non-certlfiproducers. Also, there were fears that
many of the smaller producers in the global southuldl not be able to comply with
demanding sustainability regulation and that asrssequence they would be excluded from
northern consumer markets (trade barriers). In tegard, the case studies revealed how
sugarcane growers accused BSI/Bonsucro of discaimig against developing countries,
how soy producers opposed the RTRS’ plans to adoptrict policy on deforestation
practices, and how biofuel producers in the RSBsmared any extra cost arising from

sustainability certification as an “incurable” igsu

Located at the downstream end of the supply cleianomic actors from the global north
often took a more moderate position. Dependinghenissue at stake, they would sometimes
support the position of the more “pragmatic” NG®sf on other issues their preferences
were closely aligned with the interests of produgreups. There are several reasons for this
“inbetween position”. Faced with intensifying presss from NGOs, consumers, and
regulators about their social and environmental actg the primary concern of this
stakeholder group are assurance and reputatioogdqgbion. Collaborating with NGOs in the
context of MSIs has become an important mechan@nthiese companies to send credible
signals about their sustainability performancextemal audiences. Another reason for their

more moderate position is that, as corporate coassjndownstream firms are not the

3" Typically, these critical NGOs do not participateMSlis. Therefore, there are not included in thalgsis of
institutional bargaining to create new MSls. Howeweey are included in the analysis in the form of
environmental pressures (see section on coercesspres).
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primary targets of regulation. Also, large multioaal companies like Unilever, Coca-Cola,
and Shell can use their market power to force apstrproducers to absorb most of the costs
arising from private sustainability governance. léer, at the same time, these companies
are for-profit actors and do not have an interesstrict regulation. Clearly, they would
oppose any standard or regulation that would pdbkeeat to their business models or prevent

them from exploiting lucrative business opportuasti

Consistent with the assumption underlying Hypoth&sithe case studies uncovered various
episodes of institutional bargaining between staldgr groups in the RSB, the RTRS, and
BSI/Bonsucro. Often, NGOs and producer groups frleenglobal south were at the centre of
these conflicts. They clashed with one another auestions of governance and the scope
and content of the regulatory outcome. This issurprising given that the core preferences
of these two stakeholder groups are diametricgllyosed to one another. Still, there is little
evidence to suggest that institutional bargainirag &n important mechanism of institutional
choice in the cases studied. Explicit bargainingrawe design of constitutive rules could
only be observed in two of the three cases, buh éexe bargaining was not an important

mechanism of institutional choice.

A first example comes from the case of the RSBeAthe scheme had been launched as a
formal organisation, its quickly expanding produassnstituency became increasingly
unsatisfied with the institutional status quo. krtgular, producer groups were concerned
about the strong position of civil society actomsdademanded more influence over
organisational decision-making. They made varidtengts to renegotiate the existing set of
constitutive rules. After much internal controveesyd discussion, the conflict resulted in a
reform of the RSB’s governance structure which, éwosv, did not significantly change the

balance between stakeholder groups in the orgamsat

Another episode of institutional bargaining oventrol and influence comes from the early
days of BSI/Bonsucro. In this case, producer groapallenged the scheme for being
dominated by large buyers and NGOs from the globatih. For a long time, they remained
opposed to the initiative and heavily criticised far erecting trade barriers and for
discriminating against producers from developingritdes. Only changes in the regulatory
environment of BSI/Bonsucro changed the situatiod aventually got producer groups to

sign up for the scheme.
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Clashes between stakeholder groups were also connmtire RTRS. However, here they
were mostly focused on the scope and content ofstaedard — that is, the regulatory
outcome. In this regard, GMO-critical NGOs bargdingith economic actors and more
“pragmatic” NGOs over the scheme’s position on Gddhnology. Later in the process,
Brazilian producer groups clashed with NGOs andhenuc actors from the global north
over the scheme’s policy on deforestation practitee issue at stake was whether or not the
RTRS should include a strict cut-off date for degiation in its Principles and Criteria. For
obvious reasons, producer groups from Brazil, thedis largest and fastest expanding soy
growing region, were strongly opposed to this psgho The conflict ended when two
Brazilian industry associations, representing aniScant proportion of global production,
decided to walk out on the RTRS. Conflicts and hanigg over the scope and content of
standards were also common in the other two schemése RSB, producer groups tried to
renegotiate the scheme’s production standard, wthiely argued was too demanding and
costly to implement. Largely unsuccessful in tlatempt, several producer organisations left
the RSB as a result. In BSI/Bonsucro, the standadtial component became a major bone

of contention between NGOs and industry actors.

In all three cases, NGOs and producer groups flmngtobal south were at the centre of
conflicts surrounding the creation and design ahsnational sustainability governance.
However, there were also interesting differencasthis regard, it was observed how key
producer groups pulled out of the RSB and RTRS,red® after a lengthy conflict, the

world’s largest sugarcane industry association @sdnembers made a decision to join
BSI/Bonsucro. What explains these divergent out@¥mé&he following analysis of the

sources and distribution of bargaining power irs¢heituations helps to shed some light on

the issue.

In bargaining situations, bargaining power is ampamant intervening variable. Essentially,
its distribution determines whose preferences pireasad which institutional outcome is
selected (Abbott & Snidal, 2009a; Thompson, 20hbott and Snidal (2009a: 72-82)
describe how in these situations bargaining powanifests itself in two forms: GIAP and
“inclusion power”. Whereas GIAP (i.e. an actor’siliap to create or join alternatives
arrangements or not to engage in regulatory agtiait all) creates an “outside option,”

inclusion power (i.e. an actor’'s importance to fhecess of the governance arrangement)
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creates an “inside option” (see Chapter 2, Se@idi3 for details). In the cases at hand, it
can be assumed that producer groups possessedlar simount of inclusion power — all

three initiatives needed producers to sign up f@irtschemes. In other words, inclusion
power cannot account for the observed variationwéler, the case studies revealed

differences in producers’ GIAP, and changes theraiar time.

When, in 2009, the EU announced its plans to relypovate certification schemes to
implement its renewable energy policy a larger nembf biofuel producers joined the
RSB The within-case analysis showed that they sootiestged the institutional status quo
in the organisation. They demanded more influenger the decision-making process and
tried to renegotiate the scheme’s standard. Howeteir attempts were met with strong
opposition from the initiative’s civil society caiitsiency and after a lengthy struggle several
producer organisations decided to leave the RSERrdlly the scheme’s slow market uptake
suggests that important parts of the biofuel inguisave turned their backs on the RSB. The
analysis of bargaining power and its distributioglps to shed some light on the issue.
Producer groups in the RSB are likely to have haayaificant amount of GIAP. The EU’s
renewable energy policies did not only increasendir interest in private sustainability
certification, it also attracted several competititiatives to the biofuels sector. A number of
new certification systems were created, and exjsschemes in other sectors modified their
standards and developed auditing protocols forueiotertification. Among them were
several schemes which, from a business point of,vadfered more favourable conditions
than the RSB (e.g. no social component, no NGO lwevoent) (cf. Schleifer, 2013). For
producer groups in the RSB, this created a rangeabfe outside options. In other words, it
increased their GIAP (or more accurately their gttwethers power). Thus, when their
attempts to renegotiate the RSB’s control rules staddard failed, many of them decided to

seek certification elsewhere.

The EU’s biofuel policy also changed the dynamitshe bargaining game in the case of
BSI/Bonsucro; however, it did so in a differentetition. When the sugarcane roundtable was
initiated, producers and their industry associaishowed little interest in the initiative. On

the contrary, they strongly criticised and oppoexischeme. The within-case study revealed

% n 2009, the EU adopted the EU RED. Besides adiilgnmandate for biofuels, the policy included a
mandatory sustainability scheme which all biofymisduced in or exported to the EU must meet (Ewanpe
Union, 2009).
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that their decision to remain outside the initiativad its foundation in the relatively low
export rate of sugarcane. Most of the world’s scgiae is processed and consumed locally,
which made southern producers less dependent @mnational markets. Also, when
compared to other sectors, sugarcane had seerNBD activism and no major incidents or
‘naming and shaming’ campaigns had put the industnger pressure. These factors
translated into a high level of GIAP for southemogucer groups. For them there was no
need to engage in transnational sustainability gwrece. However, the situation changed
when renewable energy policies in the EU createsl @inthe world’s largest markets for
sugarcane ethanol. This created an attractive exgaportunity, notably for the Brazilian
bioethanol industry. At the same time, it redudsd3IAP vis-a-vis BSI/Bonsucro as it made
not engaging in transnational sustainability goaege more costly. Bioethanol producers
who wanted to export to the EU needed certificatiand with its focus on sugarcane
BSI/Bonsucro was the most suitable system availabiier some negotiations concerning
the scheme’s social component, the leading Brazgizgarcane industry association decided
to endorse the scheme, which explains the higH EvBrazilian) producer participation in
BSI/Bonsucro.

As only a very small fraction of the world’s soybeail is processed into biofuels, the EU’s
renewable energy policies had little effect on dyaamics of institutional bargaining in the
RTRS. But here also, changing trade patterns afflegroducers’ GIAP and thus the
dynamics and outcomes of the institutional barg@ngame. When the standard-setting
process in the RTRS was nearing completion, pradgoeups from South America and
NGOs clashed over the scheme’s position on defurest practices. There was little room
for compromise as the issue was linked to the poeterences of the two stakeholder groups.
In this regard, the two major Brazilian industrg@sations strongly opposed a strict cut-off
date for deforestation practices because it wowdehposed an obstacle to future soy
expansion. On the other hand, stopping deforestatidche Amazon was the main objective
for many of the NGOs in the RTRS. When bargainingkb down, the Brazilian industry
associations were quick to pull out of the RTRS tndreate a self-regulatory scheme in the
form of the SPP. The within-case analysis suggdwsis their GIAP was boosted by the
changing nature of the international soybean tr&gginning in the late 1990s, Chinese
demand for soybeans grew exponentially and soomeCreplaced the EU as the primary
export market of Brazilian soy. In the eyes of ®oémerican producers and their industry

associations, this reduced the significance ofetin®-centric RTRS. More generally, it has
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reduced their willingness to engage in meaningélf-egulation, as Chinese buyers and

consumers are less concerned about sustainabgiig$ than their European counterparts.

To sum up the above analysis, the case studiesugeddlittle support for Hypothesis 3,
which causally linked the inclusiveness of the wfobn outcome to the distribution of
bargaining power between corporate actors and N@&Wsrall, there is little evidence to
suggest that institutional bargaining was an imgadrimechanism of institutional choice in
the cases studied. On the other hand, analysingo@e actors’ bargaining power was

helpful in order to understand differences in agwppatterns across the three cases.

Coercive Pressures
Besides processes of institutional bargainingctee study chapters examined the nature and
strength of institutional environmental pressuretha point of adoption. In the literature on
the new institutionalism, environmental pressure®rrfative, coercive, and mimetic
pressures) are discussed as key drivers behindegmes of institutional isomorphism
(DiMaggio & Powell, 1983). The argument goes thagamisations which occupy an
organisational field are subject to the same enwirental pressures, and that these pressures
make them adopt similar structures. Whilst envirental pressures can be powerful forces
behind processes of institutional isomorphism, @rap elaborated on how their strength is
not necessarily the same in all places and atradlst With a focus on transnational activist
campaigns, it was argued that strong coercive presswill lead to a more inclusive
diffusion outcome. This is because in these enwm@mis business actors are likely to be
more willing to engage with civil society actors tine context of MSls. Also, advocacy
groups may put pressure on the founders of new MS&lopt a more inclusive approach.
Against this background, the single case studytehagxamined the following hypothesis:

H4: The diffusion outcome will be more (less) incluesif coercive pressures at the

point of adoption are strong (weak).

The case study chapters produced strong evidensepport of this hypothesis. Through
interviews and a background analysis of media aB®Neports, it was shown that coercive
pressures were strong in the biofuels and soy ayemi@ereas, in comparison, BSIl/Bonsucro

was subject to only weak coercive pressures duisigformation period. Furthermore,
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through the interviews and available documentatianes of the mechanism at work could
be uncovered. In institutional environments chamased by strong coercive pressures, the
founders of new MSiIs felt under scrutiny and reasbtinat a narrow approach would not be
capable of gaining political authority — that isgitimate decision-making power — in these
arenas. They feared that not including importaakedtolder groups would leave their
institutions contested and delegitimised. Alsooine of the cases, adopting a more inclusive
design was used as a strategy to shield the omgams which had been targeted by

transnational activist groups, from further crsiai.

Analysing the political situation in the biofueladasoy sectors at the time, the case study
chapters discovered that the RSB and RTRS wer¢ecr@a highly contested environments.
In the biofuels arena, the ‘food vs. fuel’ debatgarticular had sparked a lot of controversy
and political conflict. At the height of the worfdod crisis in 2007/2008, many blamed
biofuels and the public policies promoting theioguction as one of the main drivers behind
the high prices for staple foods during this peribdrthermore, biofuels were accused of
causing land grabs in the global south and of baidgver behind deforestation and climate
change due to processes of direct and indirect-usedchange. Overall, there was a lot of
NGO activism and critical media coverage concerningse topics, and it was in this

environment in which the founders of the RSB haklrtinitial meetings.

Land-use change was also a major issue in theestgrs Over the previous two decades, the
so-called soy boom had converted some 50 millioctanes of land into soybean fields.
Much of this growth had occurred in South Americheve it was threating the Amazon
rainforest. Soy production was highly controversmalanother reason. Beginning in the early
1990s, GM soybean varieties emerged and spreadlyapiound the world. Today, close to
80 percent of the global soybean harvest is GM (G&Wnpass, website-a). When, at the
very beginning of the process, the RTRS made asiecito include GM soy under its
certification scheme, several GMO-critical orgatimas left the roundtable initiative. Since
then, the RTRS has been strongly criticised byrenmental groups for greenwashing GM

soy as responsible.

The case studies showed how the founders of the B&B RTRS perceived their
environments, and how these perceptions influeticei institutional design choices. They

interpreted the highly politicised environmentdiué biofuels and soy sectors as difficult and
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challenging and anticipated that soon their inites, too, would become (or already were)
the subject of intense scrutiny and political cetdBon. Against this background, the
founders of the RSB reasoned that a narrow appyraaaiuding important stakeholders,
would not be able to gain political authority irethiofuels arendn this regard, a member of
RSB’s founding body explained that “ (...) there wss much controversy surrounding it
[biofuel production]. Having something narrow wast mseful in our thinking. It would not
have had any credibility or legitimacy”. They fearhat a narrow institution would become
contested and ultimately fail in its task of deyahg “internationally accepted standards for
sustainable biofuels production” (RSB, 2006: 1)eTndings from the within-case study
suggest that this was the main reason why theyddptea highly participatory approach. A
similar relationship between the high level of @pe environmental pressures and the
inclusiveness of the diffusion outcome could beeobsd in the soy case study. However,
unlike the RSB, the RTRS was the target of NGOverti. This means the pressures were
more direct. From the very beginning, the schems kneavily criticised by an international
coalition of NGOs for its decision to include GMysander its certification scheme. Trying to
find ways to respond to these pressures, its fasndsasoned that the level of conflict
surrounding a project determines its level of isolaness. In this regard, in the case of the
RTRS, adopting a more inclusive approach was attoagegy to shield the organisation from

further criticism, as one of the interviewees exypgd:

“We were under very close scrutiny from the NGOsause of the GMO issue.
Everything we were doing was watched closely anddwenot want to give them
another pretext to criticise us” (interview witimember of the RTRS Secretariat).

BSI/Bonsucro’s starting position was a very différene. In comparison to the biofuels and
soy sectors, sugarcane was a low conflict envirgrimie the mid-2000s, when the initiative
was launched, sugarcane expansion rates werevedyatnoderate and GMOs were not an
issue. In the past, problems with labour stand&ats made some headlines. However, a
background analysis revealed that none of the igynational NGOs was campaigning on
sugarcane and that, overall, the sector had algerynedia profile. The situation somewhat
changed when sugarcane became an important fekdestaihie biofuels needed to meet the
world’s growing demand. However, during its forneatiperiod, BSI/Bonsucro was a food
crop initiative and therefore was not associateth whe controversial topics of the biofuels
debate. Later in the process, the scheme develsiaediards and auditing procedures for
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bioethanol production, but at no point was theatite the target of direct NGO activism or
media criticism. In this regard, BSI/Bonsucro wasiling in calm waters”, as one of the
interviewees put it, whereas the RSB and RTRSestanff in heavy seas (interview with a
member of the SC). It seems that the low conflictijmnment of the sugarcane sector
enabled the founders of BSI/Bonsucro to go throwgth their narrower and more
instrumentalist approach to stakeholder inclusidnlike its counterparts in the RSB and
RTRS, they did not feel the scrutiny of critical B& or the media. In fact, the case study
evidence suggests that for a long time the scheasdittle known in NGO circles.

Overall, the case study chapters produced stropgostifor Hypothesis 4. In this regard, a
clear correlation could be established betweerstitength of coercive institutional pressures
at the point of adoption and the inclusivenesshef diffusion outcome. Furthermore, the
within-case studies provided evidence of the meshanat work. In environments

characterised by strong coercive pressures, thed&rg of new MSiIs felt under scrutiny and
reasoned that a narrow approach would have no ehafrguccess. Also, in one of the cases,
adopting a more inclusive design was used as tegyrdo fend off direct pressures and to

shield the organisation from further contestation.

Normative Pressures
Besides coercive pressures, the case study chaptarsined the nature and strength of
normative pressures in the environment of the teobemes. In Chapter 2, it was argued that
the group of late adopters, like the RSB, RTRS, B8tdBonsucro, are likely to be subject to
the same normative pressures and that this migiat & ‘isomorphic effect’ on them. In this
context, the standard-setting code of the ISEALiaflte, an umbrella organisation of private
sustainability initiatives, was discussed as esargi normative pressures on new MSIs to
conform to these transnational norms of good peivgivernance. ISEAL'€ode of Good
Practice for Setting Social and Environmental Stadd was released in 2004 and defined a
set of principles and criteria of how to organis@ravate standard-setting process in an
inclusive and transparent way. With regard to dtalder participation in the rule-making
process, the ISEAL code (ISEAL, 2012: 8) stipuldhes:

» Standard-setting shall be open to all interestetigsa
» Participation and decision-making needs to refiedbalance of interests (subject
matter and geographic scope)
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» Participants shall include stakeholders with aneetxge relevant to the subject, those
that are materially affected by the standard, amuseé that could influence the
implementation of the standard.

ISEAL’s standard-setting code quickly became anartgmt norm for transnational rule-
making organisations, including the MSIs studiedhiis dissertation. In this regard, the case
studies showed that the founders of the threeatiiés knew about ISEAL and that its
standards code served them all as an importanerefe point. The RSB and BSI/Bonsucro
became associate, and later full, members of tEAlLSAlliance. The ISEAL’s standard-
setting code was also central to the founders dR®Talthough the soy initiative did not
become a formal member. In particular, the prastiof opening standards to public
consultation periods and conducting stakeholdereagh meeting could be traced back to the
ISEAL code. These findings confirm arguments maudethe literature about ISEAL’s
isomorphic effect on the field of transnational taugability organisations (Dingwerth &
Pattberg, 2009; Loconto & Fouilleux, 2013). Howevlre cases studies suggest that this
effect remains limited to areas where stakeholdelusion is relatively “cheap”. In this
regard, the consultation mechanisms mentioned akmirearily serve the purpose of
informing, and seeking the input of, a wider grafpstakeholders, and there are no clear
guidelines as to how, and to what extent, poweddrs| have to incorporate the input. On the
other hand, the case studies showed how the RSHERSRT|nd BSI/Bonsucro differ
significantly in the way in which they organiseadit participation — that is, the inclusion of
key stakeholder groups in their standard-setting dacision-making arrangements. The

causes of this variation were examined in thisedtasion.

7.5 Summary of Findings

At the heart of this dissertation is the diffusiohprivate participatory governance in the
global economy and the questions of why and how pinocess has introduced institutional
variation in the field of sustainability MSls. Tongirically examine this question, Chapter 2
developed an analytical framework which distingaskhree stages in the diffusion process:
source selection, transmission, and adoption. fmh eof these stages, hypotheses were
developed about the cause-and-effect relationsthigs make diffusion outcomes vary. In
three case study chapters, this model was put tl& iwmoorder to examine the diffusion of

private participatory governance in the agricultseetor. Concluding the empirical analysis,
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this chapter compared the findings across the ttases. This made it possible to identify the
causes of variation for the organisations studiealso provides a more solid empirical basis
for the formulation of general hypotheses aboutitistitutional diffusion and variation of

private participatory governance.

With regard to the model’s first stage, sourceala, the case studies confirm assumptions
about a complex diffusion pattern in the field i@nsnational sustainability governance. This
pattern involves multiple sources as well as chaiode diffusion. Ideas about how to
organise participatory governance are passed on énoe adopter to the next, and often the
founders of new arrangements combine design feafiioen different source models with
one another. The cases studies showed that netigsrwere an important factor, facilitating
processes of institutional diffusion between préord later adopters. In this regard, the
findings confirm a widely held proposition in théfdsion literature that later adopters are
most likely to imitate those whom they know andstrDavis, 1991; Galaskiewicz &
Wasserman, 1989; Haunschild, 1993). Identifying fhrémary target institutions was
particularly important in the cases of the RSB #r@lRTRS, which were modelled after the
FSC and RSPO, respectively. However, in a comparagierspective, no systematic
correlation between the level of inclusiveness leé primary target institution and the

diffusion outcome could be established.

Examining the transmission of ideas, this couldlpdoe explained by the fact that learning,
not imitation, was the primary diffusion mechanisnoperation. In this regard, later adopters
did not simply try to copy the design of prior ateys, but drew lessons from their
experiences and adapted the model to the purpokanat In the cases of the RTRS and
BSI/Bonsucro, this led institutional designers éwelop a narrower and more instrumentalist
approach to stakeholder inclusion. On the othedhtre founders of the RSB followed the
highly participatory approach of the FSC, whichytihelieved was of key importance to the
organisational success of the forestry initiativeese findings show that lessons-drawing is
an important intervening factor which can influenice diffusion outcome in one way or the
other. However, as mentioned in Chapter 2, theamés of learning processes are inherently
difficult to predict — although, they are not rand@henomena as the concluding discussion
in the following chapter will show (see ChaptefS@ction 8.2.1)
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Moving on to the adoption stage of the model, thalysis of institutional bargaining during
the formation period of the three MSIs producetlelievidence to suggest that bargaining
was an important mechanism of institutional chorcéhe cases studied. On the other hand,
examining processes of institutional bargaining #rel distribution of bargaining power in
these situations was important in order to undedstadoption patterns (i.e. stakeholders’
decisions to join, to not join, or to leave a ptezgovernance arrangement). A notable finding
was that differences in producer groups’ GIAP eix@d the variation in adoption patterns
across the three cases. Producers from the glob#l svere in a strong bargaining position in
the cases of the RSB and RTRS where shifting trpaalterns and the availability of
alternative, and from a business point of view matteactive, institutional options reduced
the cost of leaving the two initiatives. On the astthand, it was shown how southern
producers made a decision to join BSI/Bonsucro aaftgr EU sustainability regulation

around biofuels had weakened its bargaining pasitis-a-vis the sugarcane initiative.

Finally, the nature and strength of institutionalvieonmental pressures at the point of
adoption were examined. With regard to coercivesgquees (activity of transnational
advocacy groups), a clear correlation could bebésteed between their strength and the
inclusiveness of the diffusion outcome. In thisam it was found that adopters in high
conflict environments (biofuels and soy) opteddamnore inclusive approach, whereas in the
low conflict environment of the sugarcane sectorcomparable process of ‘institutional
fitting’ could be observed. The within-case studigsovered traces of the mechanism at
work. In institutional environments characterisgdstrong coercive pressures, the founders
of new MSis felt under scrutiny and reasoned thadraow approach would not be capable of
gaining political authority — that is, legitimateasion-making power — in these arenas. They
feared that not including important stakeholder ugo would leave their institutions
contested and delegitimised. Also, in one of theesaadopting a more inclusive design was
used as a strategy to shield the organisation,tacl been targeted by transnational activist
groups, from further criticism.

With regard to normative pressures, the case sthdpters found evidence for a (limited)
isomorphic effect exercised by emerging transnatiarmorms on good private standard-
setting practices. These norms are being develbpgeithe ISEAL Alliance, a professional
association of leading private sustainability etittes. The ISEAL norms are believed to

have a structuring effect on the field of transorai rule-making organisations (Dingwerth &
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Pattberg, 2009; Loconto & Fouilleux, 2013). Promglisome support for these assumptions,
the case studies showed that the ISEAL code exer@eessures on the late adopters in the
biofuels, soy, and sugarcane sectors to confortmése norms. On the other hand, it was
found that ISEAL’s isomorphic effect was limited émeas where stakeholder inclusion is
relatively “cheap” (e.g. the use of consultation chemisms); and that, despite these
normative pressures, the RSB, the RTRS, and BS$Boon adopted institutional designs

that differ significantly in their level of inclugeness.
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Chapter 8: Conclusions

8.1 Introduction

This dissertation examined the institutional diffussand variation of private participatory
governance in the global economy. Over the lastdecades, MSIs have become a popular
model for organising private rule-making activiti@sthe transnational level. Today, multi-
stakeholder schemes operate in many industry sectomging from garment manufacturing
and diamond mining to aquaculture production angean farming. Involving stakeholders
from across these industries, they set standardsofoally and environmentally sustainable
production and often rely on market-based mechaniemtheir implementation. Because of
their participatory approach, MSIs have been exathias part of a ‘deliberative turn’ in
global sustainability politics (Backstrand et &Q10c; Cheyns, 2011; Dingwerth, 2007; L.
Fransen & Kolk, 2007; Schaller, 2007; Schouten.ef@12). However, calling into question
the notion of legitimate transnational rule-makirigere is evidence to suggest that the
diffusion of MSIs in the global economy has notegat a universal model of private
participatory governance. In this regard, this atiter studies (e.g. L. Fransen & Kolk, 2007)
have uncovered significant variation in the levélinclusiveness of real-world MSiIs.
Whereas some schemes involve a wide range of sileel in their governance and
standard-setting activities, others have been foundbe far less participatory. It is this
variation in the institutional design of MSIs andtably their level of inclusiveness which

this dissertation set out to explain.

It is the purpose of this final chapter to sumn&asd discuss the main findings of this study
and to place them in the context of the literatore the deliberative turn in global
sustainability politics. Furthermore, the disseotais contributions to the study of diffusion
and institutional design and the specialised liteea on multi-stakeholder sustainability

governance are briefly discussed.
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8.2 Explaining Variation in Diffusion Outcomes

The starting point of this study was the observatibat the diffusion of the MSI
organisational model in the global economy has ted/ariation in a key dimension of
institutional design, namely their level of inchasness. In order to explain this variation,
Chapter 2 developed an analytical framework whigstirjuishes three stages in the
diffusion process: source selection, transmissamg adoption. For the different stages,
hypotheses were formulated about the factors tidervene” in the diffusion process,
leading to more or less inclusive institutionalamres. This framework was put to work in
three case study chapters (Chapters 4-6) examihiegdiffusion of private participatory
governance in the agriculture sector — the mosaunya site of MSI diffusion in recent years.
Chapter 7 then compared the findings across tlee tbases. See Table 34 for a summary of

the empirical results.

Table 23: Explaining Variation in Diffusion OutcoméSummary Tabl&)

Diffusion Hypotheses RSB RTRS BSI/Bonsucro
Stage

Source H1: The diffusion outcome will ++ + -
Selection be more (less) inclusive if the

primary target institution exhibits
a high (low) level of
inclusiveness.

Transmission | H2: The diffusion outcome will ++ + ++
be more (less) inclusive if
adopters learn that inclusivenesg
was good (bad) for the success of
prior adopters.

Adoption H3: The diffusion outcome will + - -
be more (less) inclusive if
corporate actors are in a weak
(strong) bargaining position.

H4: The diffusion outcome will ++ ++ ++
be more (less) inclusive if
coercive pressures at the point @
adoption are strong (weak).

=

%9 Note: ++ = strong support; + = some support; ©snpport.
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As can be seen from the above table, the empianalysis produced strong support for
Hypothesis 2 and 4. In the following, these findirand their implications will be discussed

in more detail. See Chapter 7 for a more detailsecudsion of the other hypotheses.

8.2.1 Institutional Learning

The analytical framework developed in Chapter 2iidied the transmission of the diffusion
practice as a distinctive stage in the diffusioocpss. This stage describes the travel of ideas
from the target institution or source model to th@nt of adoption. Standard diffusion
models in organisational theory work with imitatices the underlying transmission
mechanism. In this regard, DiMaggio and Powell @9852) assume that organisations
model themselves after similar organisations inrtheld which they perceive to be more
legitimate or successful. Whilst important, imitetiis not the only diffusion mechanism of
relevance in organisational fields. In this regaCtiapter 2 introduced learning as a second
mode of adopter-driven diffusion. However, unlikeitation, learning implies a process of
rational reflection on the part of the adopterlearning mode, adopters consider the pros and
cons of a design feature, and lessons are dravmm tine experience of others. Against this
background, it was hypothesised that the diffusitatcome will be more (less) inclusive if

adopters learn that inclusiveness was good (badh&success of prior adopters.

In support of Hypothesis 2, the empirical analysicovered how later adopters did not
simply imitate the institutional design of prior cgders, but drew lessons from their
experiences. Furthermore, the comparative anatgsisaled that the type of lessons drawn
differed across the three cases studied, introduicistitutional variation between them. In
this regard, the founders of the RSB learned flioenRSC that its high level of inclusiveness
was important for its robustness and credibilitytHeir perception, these attributes had made
the FSC a successful private standards institui@m.the other hand, the people behind
BSI/Bonsucro reasoned that the open and experifistndé@proach of previous roundtable
initiatives had limited their effectiveness, anéititherefore opted for a narrower and more
instrumentalist approach to stakeholder inclusiomarning could also be observed in the
case of the RTRS. However, the decision of its feug to adopt a less inclusive design was
only indirectly related to the experiences madebgr adopters. In this case, modifications
to the source model (FSC) were made because poiile WWF learned about differences
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between the palm oil, soy, and forestry sectorscltihey believed required a different

approach to stakeholder inclusion.

The empirical examination of Hypothesis 2 focusaduacovering learning processes and
their outcomes, which were then compared acrosshite= cases. However, for a more
complete explanation it would be interesting townehy learning outcomes diverged in the
first place. In other words, what makes later adigptliffer in the lessons they draw from the
experiences of prior adopters — why are they neisime? In order to shed some light on the
issue, this section draws inductively on the caselyschapters in order to derive some
insights about the factors that have influencednieg processes and their outcomes in the
three initiatives studied. This may inform futuesearch on the role of learning in the context
of institutional diffusion processes. In the followy, three factors are briefly discussed: the
nature of adopters’ experiences, the role of ‘eastj and the situation and context in which

the learning process takes place.

With regard to the first point, adopters do notessarily draw their lessons from the same
experience base. For example, through their netweskthe founders of the RSB had very
detailed information about the internal workingstbé FSC, whereas the initiators of the
RTRS possessed a lot of institutional knowledge uabihe RSPO. In the case of
BSI/Bonsucro, information about prior adopters waade available to its founders through
WWEF US, which had worked with several MSIs befoldowever, the experiences
encountered at different times and places are moessarily the same, and therefore the
lessons that adopters draw from them may vary. i@ftgdhe experiences of prior adopters
are always conveyed by someone, in form of stof@al or written). The translation
literature assumes that these “someones”, or $edcalarriers’, are not neutral conduits of
ideas (Czarniawska & Joerges, 1996; Meyer, 1996@jirsAndersson & Engwall, 2002).
When they report about events that have happesesviére, they do not simply state facts
but interpret, dramatise, theorise, and re- andmtextualise these events. Thus, what flows
are not objective descriptions of reality but subje interpretations, dramatised stories, and
theoretical models. In this regard, carriers areetped to modify and co-construct the ideas
transmitted by them. In the cases studied, theenite of such carriers could be most clearly
observed in the example of BSI/Bonsucro. Here WW¥F US supplied the founders of the
sugarcane initiative with information about its yooeis experiences with multi-stakeholder

governance. However, instead of providing a vahee-description of different institutional
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options, it promoted its “theory of change”, whicdwdvanced a very narrow and
instrumentalist notion of stakeholder inclusion.isTfinding resonates with Aul@t al's
(2007) discussion of the WWEF being an importantaarsational carrier of the MSI
institutional model. Thirdly, the situation and t¢ext in which the learning process takes
place appears to have an influence on its outctmthis regard, the case study on the RTRS
showed how differences between the soy, palm oitl forestry sectors influenced the
lessons its initiators drew from the experiencpradr adopters. They came to believe that the
“hidden” commodity soy required a different (lesslusive) approach from that of the FSC,

which operates in the more visible forestry produilid.

Overall, the findings of this study show that asalg processes of learning is of key
importance to understanding the institutional diffun and variation of private participatory
governance. Typically, the founders of new MSlisrad simply emulate the institutional

designs of prior adopters, but draw lessons froeir texperiences. However, the type of
lessons drawn can vary. In the cases studied, #teren of adopters’ experiences, the
influence of carriers, as well as contextual fagtanfluenced the learning outcome, putting
the RSB, the RTRS, and BSI/Bonsucro on differestitutional trajectories.

8.2.2 Institutional Pressures

Examining the adoption of the MSI institutional nebdn the biofuels, soy, and sugarcane
sectors the case studies furthermore produced gsteupport for Hypothesis 4. This
hypothesis maintains that the inclusiveness ofdiffasion outcome depends on the strength
of coercive institutional pressures at the pointadbption. In the literature on the new
institutionalism, environmental pressures (norngtigoercive, and mimetic pressures) are
typically discussed as causes of institutional isghism (DiMaggio & Powell, 1983).
Organisations within an organisational field arelidewed to be subject to the same
environmental pressures, which make them becomiasiaver time. Whilst environmental
pressures can be powerful forces behind procedsestdautional isomorphism, Chapter 2
elaborated on how their strength is not necesstrdysame in all places and at all times.
With a focus on transnational activist campaighgas argued that strong coercive pressures

will lead to a more inclusive diffusion outcome.
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In support of Hypothesis 4, the case study chapbosved how transnational advocacy
groups were very active in the biofuels and soyaseand how they put pressure on firms,
policy-makers, and the founders of the RSB andRIFBS. In the case of the RSB, it was the
global food crisis of 2007/2008 which sparked mdebate about biofuels. In the soy arena,
it was the industry’s heavy reliance on GM techgglevhich led environmental groups to
mobilise against key firms in the soy supply chaithen a decision was made to certify GM
soy as “responsible”, the RTRS also became thet@afgan internationally coordinated NGO
campaign. In contrast, the case study on BSI/Baosuavealed that coercive pressures were
comparatively weak in the sugarcane sector. Duhiegscheme’s formation period there was
little NGO activism in this arena. The empiricabfysis suggests two main reasons for this:
firstly, sugarcane expansion had been relativelydesb when compared to other crops;
secondly GMOs — which had sparked much controverdhe soy arena — played only a
small role. Furthermore, launched in the firstanse as a food crop initiative, the early BSI
was not associated with the controversial topicthefbiofuels discussion. In a comparative
perspective, and consistent with Hypothesis 4ctse study chapters showed that adopters
in high conflict environments (biofuels and soy)texp for a more inclusive approach,
whereas in the low conflict environment of the sugae sector no comparable process of

‘institutional fitting’ could be observed.

The within-case study approach taken by this stalgpwed further insights into the
mechanisms at work. Through the interviews and anndocuments it could be established
how adopters in the biofuels, soy, and sugarcastorseperceived and responded to the
institutional environments in which they were opier@g In this regard, the biofuels and soy
cases show how the founders of the RSB and RTRSirider scrutiny and how they feared
that not including important stakeholder groups lddeave their institutions contested and
delegitimised. They believed that a narrow approaciuld not be able to gain political
authority — that is legitimate decision-making powein these arenas. In their perception,
this would have meant institutional failure for egulatory institution created to define and
implement a sustainability standard for the entigustry sector and its various stakeholder
groups. In this regard, adopting a more inclusippraach can be understood as an
organisational strategy aimed at increasing thatigal authority of private standards
institutions operating in highly contested enviramts. In the case of the RTRS, it was also a
strategy to fend off immediate coercive pressuthdike the RSB, the scheme became the

target of direct NGO activism. In order to shighgit organisation from further criticism, its
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founders opted for a more inclusive design. In @sitto adopters in the biofuels and soy
arenas, the founders of BSI/Bonsucro felt no needhodify their project in response to

coercive pressures at the point of adoption.

In sum, the examination of the adoption stage fedethat environmental institutional

pressures can vary across industry sectors. Wheeecige pressures are strong, we can
expect the diffusion outcome to be more inclusi@ the other hand, weak coercive
institutional pressures have been found to give tisless participatory private governance

institutions.

8.3 (Legitimate) Transnational Rule-Making Revisitel

This study on the institutional diffusion and v#ioa of private participatory governance has
been conducted against the background of the dedratihe ‘deliberative turn’ in global
sustainability politics. A central question in thisbate is whether new modes of governance
can increase the participatory quality and thudtitegcy of global governance institutions
(Backstrand et al., 2010c; Beisheim & Dingwerth020Bexel & Mérth, 2010; Dingwerth,
2007; Risse, 2004). Contributing to this line ofaarch, this dissertation set out to explain
the varying levels of inclusiveness of private mstakeholder arrangements.

The deliberative ideal as found in democratic thiestipulates that all those affected by a
rule should be given the opportunity to participatehe rule-making process (Bohman &
Regh, 1997; Dryzek, 2000; Elster, 1998). For deibee democrats, inclusiveness is one of
the core procedural requirements without which rmegol deliberation, and therefore
legitimacy, is not possible (Lévbrand & Khan, 208inith, 2003). MSils try to approximate
this ideal through the multi-stakeholder structofetheir decision-making and standard-
setting arrangements and other procedural mecharssich as public consultation periods
and stakeholder outreach meetings. However, ngrisurgly, real-world MSIs have been
found to fall far short of the deliberative ideBbr example, in their study of the deliberative
capacity of two agricultural commodity roundtabl&shoutenet al. (2012) find that they
include only a limited variety of pragmatic andhewal discourses, whilst excluding local
knowledge and ideological or emotional styles ofmomunication. A similar criticism has
been made by Cheyns (2011) who finds that smaledeamers and communities from the

global south are often excluded from these arraegésn Others, however, find that MSIs
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can be meaningful sites of deliberation. For instanin his study of three major
environmental MSlIs, Dingwerth (2007: 9) argues tthety “include numerous innovative
elements aimed at ensuring broad participationffeted communities; and they frequently
base their decisions on sincere and meaningfubelgiion among participants”. In a similar
vein, Schaller (2007) describes the Ethical Tradmggative, an MSI in the apparel sector, as

a private governance arrangement with a “relatihédjn degree democratic legitimacy”.

These divergent outcomes are not surprising gihenintangible — there are no clear-cut
criteria for measuring a concept like democratigitimacy — and political nature of the
subject under investigation. Regarding the lattesre are many scholars who oppose private
governance arrangements on ideological groundsjraydhat they privatise practices which
should be inherently public (Bartley, 2005; Lipsth& Rowe, 2005; Nélke & Graz, 2008).
Also, as noted by Backstraret al (2010a: 229-231), the assessment of the deliberat
quality of new modes of governance will dependlanpoint of reference. If this reference or
vantage point is the deliberative ideal, then weatld MSlIs are unlikely to do very well —
from a practical perspective, it is nearly impoksito involve all those affected by a rule in
the rule-making process. On the other hand, whenpeoed to other arrangements, MSls

might well constitute an improvement over the itgibnal status quo.

However, this does not mean that criticisms abbetdominance of established stakeholder
groups, a focus on selective topics and discouraes, power asymmetries between
participants, can be easily dismissed. In fact,dhges studied in this dissertation confirm
many of the shortcomings discussed in the liteeatéior example, the inventory of the
central decision-making bodies of 16 environmeM8&lls conducted in Chapter 1 revealed
that civil society actors from the global south avet very well represented in these
arrangements. At the same time, the inventory,thagewith other studies (L. Fransen &
Kolk, 2007), has shown that some MSIs seem to dteibéhan others when it comes to
involving key stakeholder groups in their goverranand standard-setting activities.
However, as of yet, varying levels of inclusivenes®ain largely underresearched. We know

that they exist, but we do not know why and whegytbccur.

Against this background, this study makes an ingmreexplanatory contribution to the
literature on the deliberative turn in global susaility politics. It describes the diffusion of

private participatory governance in the global esop and maps the variation in the level of
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inclusiveness across a large sample of environméffsds. Examining the diffusion of the
MSI institutional model in the biofuels, soy, angigarcane sectors, the study showed how
processes of learning and the nature and strerfgihsttutional environmental pressures
have influenced the way in which it has been tratisthand adopted.

Considering the aspect of institutional learningriare depth, the findings of this dissertation
show that the model of private participatory goasce is far from set in stone. While ideas
about multi-stakeholder governance diffuse, lat@péets learn from the experiences of prior
adopters. Based on these experiences and the segsndraw from them, they reinterpret,
innovate, and de- and recontextualise the modeleder, learning is not a uniform process
and, depending on the available experience base,nftuence of carriers, as well as
contextual factors, its outcomes can vary. Furtloeen it became clear that private
participatory governance does not exist and diffus@n institutional vacuum. There are
normative and coercive institutional pressures windluence the way in which the model is
received and implemented. While these pressures lmna source of institutional

isomorphism, they are not necessarily the samdl dinges and all places. In the cases
studied, differences in the strength of coerciveirenmental pressures caused variation in
diffusion outcomes. In this regard, in environmemisaracterised by strong coercive
pressures, adopting a more inclusive approach dengtitutional designers as a strategy to
gain political authority and to protect their orgaations from contestation. On the other
hand, the low conflict environment of the sugarcasextor allowed the founder of

BSI/Bonsucro to go through with their narrower amdre instrumentalist approach to

stakeholder inclusion.

8.4 Diffusion and Institutional Design

Besides making a contribution to the literaturelmndeliberative turn in global sustainability
politics, this study improves our understandingtiod relationship between diffusion and
institutional design. The main focus of the ingtdnal design literature is to explain why
international institutions are designed in the wlagy are (Finke, 2013; Koremenos, Lipson,
& Snidal, 2001; Koremenos & Snidal, 2003; Marco2@09; Thompson, 2010). Grounded in
game theory, the original rational design framewarknceptualises institutions as
components of equilibria. They are created by stated other international actors to help

them achieve and maintain equilibrium outcomes (alubeneficial cooperation). Institutions
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do this by, for example, reducing information asyetmies and by supplying rules as well as
monitoring and enforcement mechanisms. The mainnaegt of the rational design literature

is that different cooperation problems require etéht solutions and this is why states and
other international actors design institutionsiffedent ways (Koremenos et al., 2001).

Much of the institutional design literature treatstitution building processes as independent
events: each institution and its design are looktednd explained separately from those of
others. For example, Koremenes al (2001: 773-796) hypothesise that the magnitude of
distribution and enforcement problems or the leeél uncertainty influences actors’
institutional design choices. Only recently havehatars of IR began to explore the
relationship between diffusion and institutionabide, and how institutional design choices
made in one place can affect the institutional gitesihoices made in others (Alter, 2012;
Jetschke & Murray, 2011; Ovodenko & Keohane, 2@@nmerer & Tallberg, 2014). These
studies show that institutional diffusion is a @&ive phenomenon in international and
transnational relations. When new institutions areated or existing ones are reformed,
emulating others or drawing lessons from their egpees often plays an important role. For
the study of international institutions, this medhat in these cases institutional design
choices have to be understood as interdependéet hian independent events. Furthermore,
this literature suggests that while institutionSusie, they often vary in form and content. For
example, Adler describes how the European modefrdfedded international courts diffused
around the world. Examining the diffusion outcomles, finds that several of the adopted
versions diverged significantly from the institutad design of the source model. In a similar
vein, Jetschke and Murray find that the AssociatdnSoutheast Asian Nations has not
copied, but instead selectively imitated, the Es&titational model.

The question of why institutions vary as they d#uis an important one. A better
understanding of these processes can teach uatadgiad about why international institutions
are designed in a certain way, and why they chan¢fjee way that they do. However, as of
yet, explanations of variation in the diffusion pess remain largely context-specific and a
more general and systematic treatment of the tapistill missing (Klingler-Vidra &
Schleifer, 2014). In order to fill this gap, thisssertation makes an important theoretical
contribution to the literature on internationaltigions. It unpacks diffusion “theory” and
develops an analytical framework that distinguistirege stages in the diffusion process:

source selection, transmission, and adoption. Fmh eof these stages, hypotheses are
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formulated about the cause-and-effect relationstiijps make diffusion outcomes vary. In
this way, the dissertation offers a framework fiardying processes of institutional diffusion,

which is applicable beyond its specific empiricahtext.

8.5 Multi-Stakeholder Sustainability Governance

Finally, the study makes a contribution to the sdeed literature on multi-stakeholder
sustainability governance (Auld, 2009; Bartley, 200 Bloomfield, 2012; Cashore et al.,
2004; Gulbrandsen, 2010; Pattberg, 2005). In Ch&pte detailed review of the literature on
the evolution of multi-stakeholder institutions wa®vided. It was shown that much of the
existing literature focuses on processes surrognthe initial emergence of MSlIs in the
forestry and apparel industries (Bartley, 2003, Z0)Bernstein & Cashore, 2007; Haufler,
2003; McNichol, 2006; Pattberg, 2005; Zietsma & Naght, 2009). More recently, scholars
have turned their attention to the question ofitusbnal isomorphism or convergence
between existing organisations (Dingwerth & Pagh&009; L. W. Fransen, 2011, 2012b;
Kaan, 2008; Loconto & Fouilleux, 2013; Overdev@§t] 0; Zietsma & McKnight, 2009). On

the other hand, the actual diffusion of the MStitnsonal model has received considerably
less attention. The works that do exist descrileesthergence of institutional variation during
the diffusion process (Auld et al., 2007; Gulbrams2010: 112-133). However, a more

comprehensive treatment of the topic is still nmgsi

In order to address this gap, this study advanoesuderstanding of institutional diffusion
in this area, both theoretically and empiricallyitiregard to theory, and as discussed in
detail above, this dissertation developed an aicalytiramework and methodological
approach to trace the process of diffusion andxpdagn variation in institutional outcomes.
This framework was put to work in three case stddgpters examining the diffusion of the
MSI institutional model in the agriculture sectdie in-depth analysis of the RSB, the
RTRS, and BSI/Bonsucro confirmed the importanceddfusion for their institutional
development. In this regard, their founders turtesdard already-established MSls in other
fields, both in order to avoid making mistakes andsave time and costs. Through an
examination of their sources, the transmission ggecand the adoption of the diffusion
practice, it was found how lessons drawing and rihture and strength of institutional

pressures influenced the institutional outcoméhendases studied (see discussion in Section
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8.2). Also, by studying the RSB, the RTRS, and B&#/sucro, the dissertation makes an
important empirical contribution. Much of the MStefature focuses on schemes in the
forestry, apparel, and fishery sectors. In paraicuhs the oldest and best-established system,
the FSC has received much scholarly attention (Bfeed, 2012; Cashore et al., 2004;
Gulbrandsen, 2010; Marx & Cuypers, 2010; McNicl2@06; Meidinger, 2006). On the other

hand, the cases covered in this dissertation élraggely underresearched.
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Appendices

Appendix 1: List of interviews

Organisation Country Date

United Nations Conference on Trade and International 31.10.2011
Development

Cosmo Biofuels Malaysia 20.12.2011
Friends of the Earth Europe Belgium 05.12.2011
National Wildlife Federation USA 14.11.2011
Amazon Environmental Research Institute Brazil 002013
World Wide Fund for Nature International Internatid 21.10.2011
Roundtable on Sustainable Biofuels International 8.11.2011
Solidaridad Argentina 23.05.2012
International Finance Corporation International 0572012
Grupo Los Grobo Brazil 17.07.2013
Ecole Polytechnique Fédérale de Lausanne Switzkrlan 07.12.2011
BP UK 30.05.2012
Ethical Sugar France 02.07.2012
La Isla Foundation Nicaragua 19.06.2013
Swiss Energy Ministry Switzerland 01.11.2011
Ec-Terra Sarl Switzerland 01.06.2012
Roundtable on Sustainable Biofuels International 112011
United Nations Foundation International 02.12.2011
Trace Consult Switzerland 23.06.2013
ISEAL Alliance International 27.06.2013
Coca-Cola USA 20.06.2012
Carqill USA 13.06.2012
Forest Stewardship Council International 23.11.2011
International Union of Food International 04.07.201
International Union for Conservation of Nature Swiland 29.11.2011
World Wide Fund for Nature International Internatid 28.11.2011
Action for Social Advancement India 09.06.2013
Tate & Lyle UK 07.06.2012
Nutreco Netherlands 25.06.2013
World Wide Fund for Nature USA USA 17.05.2012
Roundtable on Sustainable Biofuels International 102011
World Wide Fund for Nature UK UK 23.05.2012
Ecole Polytechnique Fédérale de Lausanne Interradtio 18.11.2011
Australian sugarcane grower Australia 24.05.2012
Audobon Sugar Institute USA 24.05.2012
BP UK 07.12.2011
Ethical Sugar France 15.05.2012
World Wide Fund for Nature Switzerland Switzerland 27.05.2013
GM Watch UK 02.07.2013
Proforest UK 29.05.2013
International Air and Transport Association Switaad 02.12.2011
World Wide Fund for Nature Switzerland Switzerland 24.05.2013
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South African sugarcane grower South Africa 15.0622
Biojet Corp Argentina 09.11.2011
Amigos da Terra Brazil 16.12.2011
Sugarcane Research Services South Africa 12.06.2013
Unilever Netherlands 03.06.2013
Banco Real Brazil 29.05.2013
BSI/Bonsucro International 29.05.2012
World Wide Fund for Nature International Internatad 28.06.2013
Roundtable on Responsible Soy International 180182
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Appendix 2: Consent Form for Interviews
Purpose of the study

This study examines the emergence of multi-stakkgnahitiatives as a new mode of global
sustainability governance. The primary researcbailye is

“to investigate the formation of multi-stakeholdeitiatives and to explain similarities as
well as differences between them”

For the analysis, interviews are conducted withdifferent stakeholder groups involved in
multi-stakeholder sustainability governance (csokiety, corporate actors, and state actors).
The information in this study will be used to draenclusions about the formation and
design of multi-stakeholder governance in the adjtice sector.

The process

Your participation in the study will involve an ewiew of approximately one hour’s
duration, and a short questionnaire of 10 questidiss interview will be audio taped,
unless otherwise requested by the participant.

Subject’s Understanding

- | give my consent to participate in this study aniderstand that the study will be
submitted in partial fulfilment of the requiremeifds the degree of Doctor of
Philosophy at the London School of Economics arldi€a Science.

- lunderstand that my participation is voluntary.

- lunderstand that if | so request | will not bertiBed by name in the final product.

-l am aware that all records will be kept confidahin the secure possession of the
researcher.

-l acknowledge that the contact information of teselarcher have been made
available to me along with a duplicate copy of tessent form.

- lunderstand that | may withdraw from the studgmay time with no adverse
repercussions.

By signing below you agree that you have read amtrstood the above information, and
would be interested in participating in this study.

Subject’s Full Name:

Subject’s Signature: Date Signed:
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Appendix 3: Guide for Semi-Structured Interviews

A Background

Al. Professional background of the interviewee.

A2. Experience with sustainable agriculture/muisikeholder sustainability governance.

A3. Questions about the interviewee’s involvemarthie MSI under investigation.

B Organisational Development and Design
B1. Background information about the MSI under stigation.
B2. Questions about the development/history oiMIs under investigation.

B3. Questions about the organisational structutt@®MSI under investigation.

C Diffusion

C1. Questions about key actors in the design pso@ed their experience with multi-
stakeholder governance.

C2. Questions about the extent and quality of mftiton exchanges with other MSis.
C3. Questions about imitation and lessons drawing.
C4. Questions about conflicts between stakeholorzs.

C5. Questions about the institutional environmerat laow it affected the process of
institutional formation.
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