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1 Introduction

Food security, food safety, healthy consumption habits, and environmental sustainability are
essential to the well-being of societies worldwide. Yet, progress in fostering sustainability in the
global agrifood system has been slow at best and significant challenges remain. First, food
insecurity remains a problem for millions of people, while its range and consequences have been
ageravated by the recent food crisis (FAO 2008b). Second, repeated food scandals and health
scares constitute additional challenges for food governance (World Bank 2005). Food is the
number one cause of premature death in the western world due to the increasing consumption of
fattier, saltier, and sweeter foods and drinks (Popkin 2002). Even in many Asian countries
obesogenic diets are becoming more prevalent (Florentino 2002; IOTF 2005). Third, threats to
the provision of adequate amounts of nutritious food are expected to multiply as a result of
climate change (European Commission 2008a). At the same time, the food sector itself is a major
contributor to direct and indirect greenhouse gas emissions (FAO 2008a). Fourth, alternative
food products — while promising environmental and health benefits in relation to their
conventional equivalents — are also associated with costs. In India, thousands of farmers have

reportedly committed suicide, partly as a result of debt due to unfair biotech deals (Nagaraj 2008).

Apart from the severe challenges facing the global agrifood system, there has also been a major
structural transformation in its governance. Specifically in the past decades, governance capacities
and functions in global agrifood governance have shifted, with retail food corporations becoming
key players in this field. Their new role has resulted from two main developments: First, retail
corporations have experienced tremendous growth in size and reach, a factor which has
strengthened their strategic position in the market (Burch, Lawrence 2005). By now, the agrifood
sector is dominated by transnational corporate actors that have established oligopolies in almost
all segments of the system. Second, the role of government has shifted to one of oversight rather
than control (Henson, Reardon 2005). More precisely, political capacity and functions have
shifted from state to non-state actors in the context of globalization and the popularity of
neoliberal norms (Graz et al. 2008). As a consequence of these developments, retail food
corporations are in a position to design and private governance institutions. By private retail
governance, we mean the specific instruments used by retail corporations to manage the types
and quality of products they sell, as well as production processes. This includes, for example,
certification and labeling programs, standards, and codes of conduct. Retail corporations also

shape production and consumption practices through the development of de facto mandatory



private standards, ‘own-brand’ products, and a substantial expansion in farm-to-shelf control
(FAO 20006; Burch et al. 2007). As a result, retailers have been described as the “new food and
lifestyle authorities” next to the traditional authorities of government, church and professional

bodies (Dixon 2007).

Given the numerous challenges facing the global agrifood system, the question of how more
sustainable practices can be brought about is a crucial one. Therefore, this paper provides a
preliminary inquiry into the effect of private retail governance on sustainability issues. If private
food governance institutions promote some sustainability issues, but disregard others, we need to
know which facets of sustainability are likely to trump, and which need additional public

governance efforts or adjustments in existing public and private governance institutions.
In pursuit of this objective, the paper analyses four different but interrelated questions:

®  What is the impact of retail governance on farmer livelihoods and food security?

* How does retail governance shape the sustainability of consumer lifestyle choices?

* How effective is retail governance in addressing climate change objectives?

* How does retail governance shape the sustainability of the global agrifood system with

respect to alternative foods?

Clearly, the broader impact of retail governance on the sustainability of the global agrifood
system is too great to be fully explored in the context of a single paper. Indeed, in this paper, we
aim to raise attention for the relevant issues, provide first insights, and, thereby, define questions

for future, more in-depth research.

In terms of providing empirical evidence, we primarily focus on the EU and to a lesser extent
Asia in particular, as they are examples of important and yet different actors in the global
agrifood system. Farmer livelithoods are a major source of political conflict in Europe, especially
in the era of retail concentration. Likewise, food scares and scandals frequently occur in the EU,
or reach the EU from abroad. Unhealthy diets also are a major cause of health problems among
the European population. Moreover, the EU urgently needs to address the climate change
implications of the agrifood sector, if it aims to make continued progress in reducing greenhouse
gas emissions. Furthermore, the EU has shown particular interest in alternative foods and has the
largest and most sophisticated organic market globally (Organic Monitor 2006). Finally, amidst
controversy, the EU has recently allowed the cultivation of two GM food products, corn MON
810 and Amflora potato, as well as granting member states greater freedom to decide on the

cultivation of GM crops (European Commission 2010b)." At the same time, European retailers

U http://ec.europa.cu/food/food/biotechnology/index_en.htm
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have gained a central role in EU and global food governance. Seven out of the top ten global
retailers are European and at the forefront in the development of private standards (Fuchs et al.
2009). The significance of retailers in food governance is also recognized by the EU (EEA 2009),
which has launched a Retail Forum aiming to foster sustainable production and consumption

practices (Retail Forum 2009).

Asia, in turn, is one of the world’s most populous and fastest growing regions. It is a major
producer and consumer of agricultural products, especially in the context of rising incomes in the
emerging markets. Simultaneously, it is home to extremely poor rural populations striving for
food security, and faces serious environmental challenges and food safety concerns. In addition,
China and India have become major political players in this multipolar world, whose cooperation
more than ever is going to be necessary to achieve effective global governance. The study of
agrifood challenges in Europe and Asia and corresponding knowledge exchange between the two
regions, then, has undeniable benefits for both governments and citizens. At the same time,
however, scientific studies of relevant developments in Asia are extremely rare so far. Thus, our

analysis is only able to pinpoint a few interesting developments at this point.

While the existing literature has paid considerable attention to the globalization of the agrifood
system as such and has begun to look at the role of corporations in this system (Clapp and Fuchs
2009), empirical research on the broader impact of food retail governance is just starting to
emerge. Here, we draw attention to relevant sustainability issues and present first insights into
four aspects of the impact of retail governance on agrifood sustainability. We proceed as follows:
The next section presents our analytical perspective and provides more information on retail
governance and retail power. In addition, it discusses the interaction between public and private
food governance. Sections three to six present the analyses of the four questions raised above.
Each section includes a brief discussion of the relevant background, an analysis of the state of the
art in the literature, an overview over relevant current retail initiatives, and an inquiry into the
interaction between public and private governance, followed by a short conclusion. Section seven
discusses the role of gender in retail governance’s implications for sustainability, focusing on the
issue of climate change in particular. Finally, the eighth section summarizes the paper and lays out

some ideas on further research and policy needs.



2 Framework

2.1 Retail Governance and Retail Power

Agrifood governance, ie. the rules and institutions that govern the production, trade, and
marketing of food and agriculture, is being transformed. Traditionally the domain of
governmental and intergovernmental actors, the governance of food and agriculture is
increasingly being not just influenced, but also ‘created’, by private actors via private governance
mechanisms, such as standards and corporate social responsibility initiatives. Retail food
corporations, in particular, have become key players. This role has resulted from two main

developments.

First, it is a function of a tremendous growth in retail size, reach and concentration that took
place in the last decades, as well as their strategic position in the market (Burch, Lawrence 2005;
Konefal et al. 2005). At the moment, there are ten large internationally operating supermarket
chains whose market share is constantly increasing. In the United States, for example, the five
largest supermarket chains have almost doubled their market share between 1997 and 2005, from
24 to 42 percent (Morgan et al. 2000). In the EU, the top five retailers control more than 70
percent of the groceries retail market on average (PlanetRetail 20006). In individual countries,
concentration is even higher. In Finland, for example, the top five retailers control 90 percent of
the market, while concentration is between 70 and 80 percent in Sweden, Ireland, Slovenia,
Estonia, Austria, Germany and France (PlanetRetail 2006). Concentration is also high in
developing countries. Reardon and colleagues report that in Latin America the top five chains per

country control 65 percent of the supermarket sector (Reardon et al. 2004).

These trends and numbers reveal a degree of economic power that cannot be ignored. In Europe,
in particular, retailers are increasingly able to dictate prices for their suppliers (see Fuchs,
Kalfagianni 2010a). More specifically, while in the late 1950s farmers received half the retail price
of food, this has now slumped to 7 percent in the UK and 18 percent in France (European
Parliament 2009). UK potato producers, for instance, are reportedly paid [44.81 per ton of
standard white potatoes, while shoppers are charged an equivalent of £724.25 a ton (Uhlig,
Foster 19.09.2002). In Ireland, while profits from supermarket milk have increased by €150
million as a result of double-digit percentage rises in food prices in 2007, farmers received less

than a third of the gains (Thanassoulis 13.06.2008).

Political implications can also be identified. The dominance of a few corporations in a vast range

of market segments fosters their ability to limit the choices available to actors, specifically
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suppliers and labor, who desire entry. In the context of oligopolistic market structures, more
specifically, access becomes conditional on the prior acceptance of retail rules and standards.
Likewise, retailers can constrain policy choices of formally empowered decision-makers by
rewarding or punishing countries through the relocation of investments and jobs. In other words,
retail market power is translated into structural power, changing the patterns of inclusion in and
exclusion from the global economy as well as relations of domination and control (see Fuchs

2005; Sklair 2002).

Second, the role of government has shifted to one of oversight rather than control (Henson,
Reardon 2005). Indeed, governments increasingly delegate authority to the private sector. The
EU General Food Law, for instance, explicitly places responsibility on the private sector stating
that food business operators should have “primary legal responsibility for ensuring food safety”
(cited in Humphrey 20006, p. 579). This regulation further demands that food business operators
should “actively participate in implementing food law requirements by verifying that such
requirements are met” (Humphrey 20006, p. 579). This development reflects a general trend in
governance, as political capacity and functions shift from state to non-state actors in the context

of globalization and the dominance of neoliberal norms (Graz et al. 2008).

As a consequence of these developments, retail food corporations are in a position to exercise
governance, i.e. to structure and direct the behavior of actors in their supply chains (and beyond)
on the basis of private rules and standards. Standards are agreed criteria by which a product or a
setvice’s performance, its technical and physical characteristics, and/or the process and
conditions under which it has been produced or delivered, can be assessed (Nadvi, Wiltring
2002). These mechanisms differ in how much attention they pay to sustainability issues, the
stringency of standards as well as the strictness of monitoring and compliance methods.
Importantly, for the reasons outlined above, retail governance mechanisms acquire a de facto

mandatory nature for all other actors in the supply chain (McEachern, Warnaby 2004).

With these private governance mechanisms, then, retailers increasingly are involved in the design,
implementation and enforcement of rules and principles governing the global food system at
various points from inputs to production to sale. From a sustainability perspective, private
governance mechanisms developed by retailers claim to foster practices that promote greater
safety and quality of food products as well as improvements in the environmental and social
conditions of the food system. Accordingly, this report will explore the role and relevance of
retail governance mechanisms in addressing core sustainability challenges in the food sector,
specifically food security, unsustainable lifestyles, climate change concerns and the development

of novel food products, with a focus on the EU and Asia.
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While retail governance is the common underlying framework, our four research questions are
pursued distinctively, elaborating different perspectives. Thus, the inquiry into links between
retail governance and food security emphasize questions of the power and legitimacy of private
rule. The exploration of the influence of retail governance on consumer lifestyle choices stresses
issues of communication management and marketing techniques. The effectiveness of retail
governance in addressing climate change objectives is discussed with a focus on rational
institutionalism while integrating perspectives from organizational theory. Finally, the
investigation of the retail governance of alternative foods undetlines the role of processes of
deliberation, competition and confrontation between retailers and other stakeholders, such as

governments, consumers and supply chain actors.

2.2 Interaction of Private and Public Governance

In spite of a rise in the amount and reach of private governance mechanisms, the global agrifood
system remains a heavily regulated subject area in most countries. For this reason, the analysis of
private retail governance needs to be complemented with an analysis of the wider public
regulatory regime. Specifically, we argue that the role and sustainability implications of retail
governance also depend on the interaction with public standards and provisions, and the level of

regulatory oversight and control.

In the EU, for example, over 80 legal acts and a number of labeling provisions cover the
Common Market Organization for agricultural products, while specialized bodies (e.g. the
European Food Safety Authority) have been created to provide scientific advice and
communicate vital information on food products and processes. The Common Agricultural
Policy (CAP) is the most integrated EU policy, while the preservation of the fabric of rural
communities and livelthoods remains a priority of public governance. Today, regulations
established in pursuit of food security and trade policy objectives as well as sustainability
objectives (e.g. farm hygiene and food safety, animal health and welfare, or biodiversity
conservation) form a web of public agrifood governance. Accordingly, private retail food

governance is embedded in a wider frame of public regulation.

Simultaneously, retailers have assumed an increasingly important role within public regulatory
bodies. This is especially evident in the EU where retailers, via their umbrella organization
Eurocommerce, have acquired Board representation within the European Food Safety Authority
(EFSA) (Flynn et al. 2003). The EFSA is an organization created in the aftermath of the Bovine
Spongiform Encephalopathy (BSE) crisis with the aim to provide “independent scientific advice

and clear communication of existing and emerging (food) crises” and plays a key role in EU food

6



governance.” Flynn et al. (2003) also observe that the articulation of the principles of traceability
and Hazard Analysis and Critical Control Points (HACCCP) in and through supply chains and as
a way of regulating these supply chains is very much related to the active retail presence in the

EFSA.

Consequently, retail governance interacts with public objectives and institutions, while retailers
also participate in public structures and institutions. Both positive and negative effects can
emerge from these interactions. Positive effects include the potential synergy of efforts between
public and private actors in fostering sustainability objectives in the food sector. The EU goal to
cut its greenhouse gas (GHG) emissions by 20% by 2020 compared to 1990 levels, for instance,
can be greatly facilitated when leading European retailers — whose supply chains are major
sources of GHG emissions — adopt similar mitigation targets. Likewise, retail strategies can
contribute to public health objectives, such as the lowering of blood pressure, via the reduction in
the amount of salt entailed in food produced under their brands. Negative effects, however, can
also be identified. These can emerge from conflicting goals between public and private actors as
well as from different perceptions and ideologies about the means of achieving public
(sustainability) objectives (e.g. via public or private regulation). Accordingly, our analysis will also
reflect on the interaction between retail governance and public policy objectives and institutions
and the associated implications for sustainability. The limitations of private retail governance and

the need for public intervention will also be examined in this context.

2 http://www.efsa.curopa.cu/en/aboutefsa.htm



3 Retail Governance and Sustainable Livelihoods

A large share of the global population is rural and works in agriculture with small scale structures
dominating the picture. In vast regions of developing countries, particularly in Asia, small farmers
are the core providers of food and income (FAO 2008a). Eighty seven percent of all farms with
an area of less than two hectares are located there. For these farmers, food security depends on
the ability to earn sufficient income from farming.” Due to a lack of social safety nets in
developing countries, farmers are often left without alternatives when forced out of agriculture

because of their inability to earn a livable income.

In industrialized countries, only a small part of the population works in the agricultural sector. In
the EU, this amounts to 4.5 percent of the population (IEEP 2002). Still, farmer livelihoods, and
in particular the incomes of small scale farmers are an issue of high political relevance there.
While these farmers generally do not have to fear starvation, the subsidization of their incomes
by the EU is a highly contested issue, especially in times of empty coffers and increasingly

powerful international opposition to Northern agricultural subsidies.

Food retailers impact the income farmers can generate in a variety of ways. Capital concentration
in the food retail sector has awarded the remaining food retailers with immense market power.
This structural power allows them to exert substantial pressure on producer prices. At the same
time, this power has allowed food retailers to set and de facto enforce food standards for their
supply chains, thereby raising the costs for producers. In developing countries, the resulting
downward trend in farmer incomes has led to a serious threat to food security in rural areas. But
even in developed countries, small farmers’ incomes are under pressure. As pointed out above,

their remaining stability often depends on public support, in particular EU subsidies.

Therefore, retailers’ influence on the sustainability of farmer livelihoods in developing and
developed countries needs to be critically examined. The next section will assess the state of
academic knowledge on the impact of retailers on the livelihood of farmers. Subsequently, some
important retail initiatives in this area will be presented and their role with respect to farmer
livelihoods discussed. In the following section, we will look at the interaction of public and
private governance initiatives with respect to farmer livelihoods and food security. In the last

section, finally, we will outline research gaps and further research needs.

3 Food security as such is a huge issue of course. In the context of this paper, however, we limit our inquiry into food
security to an analysis of the impact of food retail governance on the incomes of small scale farmers with little
alternative to agriculture. Moreover, we define sustainable livelihoods in terms of the ability of farmers to earn a
sufficient income with agricultural production to feed their families.
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3.1 State of the Art

As pointed out above, retailers have an influence on commodity chains from farm to shelf these
days. They globally source and distribute food on the basis of highly organized supply chains,
thereby determining the output and characteristics of global commodity markets (Dolan,
Humphrey 2000). This organization is reflected in increased control and the reduction of the
numbers of suppliers in trade and in a widening gap between producer prices and retail prices. As
shown earlier, the increasing ability of food retailers to govern the global agrifood system results
from several factors and developments, including retailers’ proximity to consumers as well as the
development of new technologies facilitating the organizational and logistic handling of global
supply chains. Most importantly, however, was the trend towards capital concentration in the
retail food market, which awarded the reaming retailers with immense market power in the last
decades. It is the impact of this market power and reach on the sustainability of farmer
livelihoods, which raises academic concern (ActionAid 2005; Hatanaka et al. 2005). In developed
countries, farmer protests against the downward pressure on prices exerted by large retailers are
well known. Recent farmer protests in EU countries have been directly oriented towards
supermarkets, which marks a departure from traditional protest culture against public
institutions.* The bone of contention has been the perceived gap between retailer prices and
farmer prices. One can only imagine how powetless small farmers in developing countries are in
such a situation. While consumers may benefit from low prices, many producers at the other end

of the supply chain stand to lose.

Clearly, some farmers may well benefit from retailers’ extension of reach to the “field”, i.e. the
abolishment of middlemen and the direct integration into global supply chains. Such benefits
only tend to accrue to large scale farmers, however, for reasons pointed out below. As Dolan et
al’s (1999) study on Kenyan fresh vegetable trade shows, small farmers (and therefore the

majority of farmers in the world) bear the costs of these developments.

The gains to producers and exporter from the growing fresh vegetable trade have clearly been
distributed inequitably. While some have clearly benefited from the move toward direct
supermarkets due to increased access to markets and product information, many more producers
and exporters have fallen out of the markets (Dolan et al. 1999, p. 23).

Next to the traditional question of how much market power food corporations wield on farm
gate prices, however, the new trends in food retail governance exert a powerful influence on the
sustainability of the global agrifood system in general and the sustainability of farmer livelihoods

in particular. As pointed out above, private retail standards have become a crucial form of retail

“Alternatively, farmer protests target public and private actors simultaneously. In an incidence, French farmers
dumped fruits and vegetables outside of government buildings and asked political decision makers to address the
problem that supermarkets chains underpaid them Tallontire, Vorley 2005.
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governance today, and include standards relating to hygiene and safety and, to a lesser extent, also
standards relating to environmental and sometimes social aspects of food production. Most
fundamentally, these standards impose documentation requirements, certification schemes and
demand changes in practices, which results in higher production costs and can force small
producers out of business, if they cannot afford to implement the new private standards (Fuchs
et al. 2009).5 Importantly, small scale farmers frequently lack access to credit, while carrying a
burden of large fixed costs. At the same time, retailers’ pressure on prices prevents the possibility
of farmers getting compensated for these higher production costs. Overall, risks and costs are

passed on to the farmers, while retailers capture a large share of the profits (Brown 2005, p. 11).6

Besides the general problems for farmer incomes generated by retail food standards,
segmentation and differentiation among private standards create further difficulties and
dependencies. According to Votley, these harmful effects are due to the organization of the
agrifood system as a largely buyer-driven chain that is characterized by a high degree of vertical
coordination between producers, suppliers, processors and retailers (Vorley 2003, p. 22). This
leads to market segmentation and a shortening of the supply chain in so far as producers contract
with retailers to deliver differentiated products. These direct contracts cover such issues as
quality, quantity and price premium. They also are associated with issues such as the question of
who is an accepted certifier. The resulting dependency leaves producers with little negotiating
power, since they need the specific retailers to buy their produce (von Schlippenbach, Teichmann

2009, p. 151; Vorley 2003, p. 23).”

Furthermore, the trend towards retail governance in the form of certified standards and supply
chains with appropriate opportunities for monitoring and enforcement has furthered the interest
of retailers in contracting with large scale growers. The wish to obtain large quantities produced
according to the same quality standards while following strict timetables leads to a preference for
large growers by supermarkets and exclusion of small growers. In sum, the new governance

architecture of the global agrifood system disadvantages small-scale farmers in a number of ways.

Clearly, private retail governance in form of food quality standards has positive implications as

well. Thus, such standards have the potential to increase food safety for consumers. Similarly,

5 One should not demonize the standards set by global retailers and assume that local or regional retail chains are the
panacea in comparison, of course. As Berdegué et al. 2003 point out local supermarket standards in Latin America
affect local producers just as much as those standards set by foreign supermarkets. The local supermarkets in Latin
America also tend to acquite products from medium to large farms only, and the adoption of quality and safety
standards complicates the situation of small farmers as well Berdegué et al. 2003.

¢ Mlustrating the more extreme facets of an exercise of retail control over suppliers, Fearne and Hughes refer to the
case of the “Tesco ‘hit squad’, empowered to call on any supplier, day or night, to test their compliance systems®
Fearne, Hughes 1999, p. 122.

7 For instance, Hatanaka et al. 2005 cite the case of the British retailer Safeway, who required its suppliers to become
certified by one of their approved certifiers, if they wanted to continue doing business with Safeway.
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they may lead to some improvements in the environmental characteristics of food production,
although these improvements tend not to be as comprehensive and strong as the advocates of
private retail governance would like us to believe (Fuchs et al. 2009). Thus, some scholars argue
that the standard system of GlobalGAP has had positive implications in terms of increasing

credibility in global markets and in a reduction of pesticide use (Hatanaka et al. 2005).

Moreover, private retail governance can under certain circumstances work for the benefit of even
small scale farmers (Henson, Humphrey John 2010). However, these circumstances require
specific efforts by a range of actors and do not come about automatically. In a recent special
volume of World Development on ‘Agrifood Industry Transformation and Small Farmers in
Developing Countries’, some of the papers reveal positive effects of retail governance on small
farmers, such as their inclusion in modern channels, positive effects on incomes and assets of
farmers, as well as positive implications for the local labor markets (Reardon et al. 2009). In a
case study on small farmer production of vegetables in Madagascar, Minten et al. (2009), for
instance, demonstrate that small farmers can benefit from integration in global value chains. They
found that given the right incentives and contracting systems — micro-contracts, intensive farm
assistance and supervision programs to fulfill the quality requirements — global retail companies
can have positive impacts on developing countries. Likewise, Boselie et al. (2003) find that small
producers can participate in supply chains to supermarkets in a way that enhances their
livelihoods, if public and private sectors promote their participation in sustainable production.
Similarly, Perez-Aleman and Sandilands (2008) point to a ‘bottom-of—the-pyramid’-strategy in
which a global food retail corporation proactively supports local suppliers in the adoption and
localization of standards which should help to achieve social and environmental upgrading.
Without such external support, however, small farmer incomes tend to be threatened, if not

destroyed, by private retail standards.

Scholars have engaged with the impact of large retailers on small farmers, often using a case study
approach (for an exception, see the recent article by Henson and Humphrey2010). Many studies
focus on African fresh vegetable trade or small-scale production in South-America. Only very
few and recent studies have analyzed the link between small farmers and supermarket chains in
the Asian region (Miyata et al. 2009). However, Asia rapidly grows in importance for food
exports and supermarket diffusion. For instance, in the fresh fruit and vegetable sector, Asia has
seen a significant increase in its production and exports to retailers (von Schlippenbach,
Teichmann 2009). Likewise, the impact of retail governance on farmer livelihoods has not been

analyzed on farmers in developed countries, in particular Europe. Thus, there is a lack of
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research, both with respect to regions and with respect to more systematic and comparative

inquiries that go beyond the scope of individual case studies.

3.2 Current Developments in Retail Initiatives

One can hardly imagine any retail governance initiative that would not impact the sustainability of
farmer livelihoods. In consequence, this section will primarily concentrate on the Global GAP, as
this initiative has made a particular effort to address the criticism that small farmers from

developing countries suffer from the implementation of its standards.

GlobalGAP developed out of the EUREP-GAP food safety standard, which was initiated by the
Euro-Retailers Produce Working Group (EUREP). The EUREP-GAP standard was already
being criticized for favoring large producers due to its neglect of local conditions and its
imposition of high audit costs that prove to be a barrier to market entry. Vorley and Fox (2004,
p. 19) showed that the required annual farm audit costs of €450 would absorb 70% of the profits
of a grower in Ghana. Likewise, while Henson and Humphrey identify some positive outcomes
of GlobalGAP for small farmers, their overall assessment is that “Global GAP does not make
economic sense” (Henson, Humphrey 2009, p. 30) from the small farmer perspective.
Fundamentally, it needs to be acknowledged that Global GAP, like the other standards mentioned
above, includes primarily standards relating to food safety. Moreover, there is some attention to
environmental issues and ever less to worker welfare issues. Nothing in the Global GAP system,
however, addresses the sustainability of farmer livelihoods or minimum levels for farm gate

prices.

As a reaction to criticisms of the standard and its effect on smallholders, in 2007 GlobalGap
started a project to provide more opportunities for African smallholder representation in the
standard setting process.® In addition, it implemented the option to obtain a joint certification as
a farmer group to help small farmers shoulder the costs of the certification process. These
developments will require further observation and analysis to assess their impact on the

sustainability of farmer livelihoods.

In other instances, the support of research institutions seems to have positive effects. Michigan
State University’s Partnership for Food Industry Development (PFID) Project, funded by the US
Agency for International Development (US AID), is an example of a program that tries to bring
farmers and supermarkets together and brings benefits for both. This partnership helped to
connect South African small producers with Pick’N Pay, the country’s second largest

supermarket chain. When farmers agree to participate in a three-year growing project, Pick’N Pay

8 http:/ /www.aftica-observer.info/ (28-4-2009)
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sets the terms of the production and the PFID project offers technical and organizational

assistance (Fritschel 2003).

Likewise, retailers have started a couple of initiatives to engage small farmers in developing
countries and support farmers in Europe. Thus, retailers have tried to improve the inclusion of
small farmers in the supply chain by paying them higher prices for their products (Minten et al.
2009; Miyata et al. 2009). In Germany, for instance, some retail chains increasingly market local
dairy products, which require higher farm gate prices, but also promise higher profits (Winter
23.09.2010).

It seems that there are both new initiatives and increasing efforts by existing retail governance
institutions to reduce the detrimental impact of retail standards on farmer livelihoods. Yet, we
hardly have any comprehensive and systematic insight into the effects of these programs. At the
same time, the evidence we have on the potentially dramatic marginalization of small farmers in
agricultural markets due to the expansion in private retail governance still is incomplete. The
predominance of individual case studies and the exclusion of important world regions from
previous studies means that more systematic and comparative research is needed in this field. In

consequence, the following questions can be identified as relevant foci for further research:

*  What is the impact of retail governance on small farmer livelithoods in Asia and how does
it compare across developing countries and regions?

®  What is the impact of retailers on the sustainability of small farmer livelihoods in
developed countries, especially Europe?

* How effective are (in particular retailers’) initiatives to support the sustainability of small

farmer livelihoods?

3.3 Interaction of Public Governance and Retail Governance for Food Security

As shown above, retail governance often has unfavorable effects on the supply side, but at the
same time public governance has also hurt small farmers abroad. After all, the EU supports its
agricultural sector through its Common Agricultural Policy (CAP), which absorbs about 45 per
cent of the total EU budget IEEP 2002). The subsidies paid to farmers under the CAP create
substantial asymmetries in production costs between European farmers and farmers in
developing countries. In the past, they also led to overproduction in the EU and to ‘dumping’, i.e.
the export of excess production below market prices to developing countries. Although this
agricultural protection policy aims at strengthening European small-scale farmers, it is believed to
support the large industrialized farming sector and clearly has negative impacts on developing
countries’ markets.
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Besides the issue of subsidies, food standards set by the EU have also traditionally had an impact
on farmers in developing countries. Likewise, EU regulations such as on organic food, which
require suppliers to certify their food products, put many obstacles to producers in developing
countries (Barrett et al. 2002). In sum, the pressure on farmer incomes in developing countries is
not a new development associated with private retail governance. Yet, the dramatic expansion in
retail governance in combination with capital concentration in the retail sector further threaten
the livelihoods of small farmers, who have increasingly less negotiating power and therefore lack
the ability to be compensated for higher production costs and cannot provide the large,
standardized quantities of food sought by global retail chains. In other words, these

developments are ongoing and reinforce a negative trend.

Public and private governance can hardly be seen as separate entities with regard to farmer
livelihoods. There is a dynamic interchange between public and private sectors, especially when it
comes to the creation and adoption of food standards. Public governance such as the EU
General Food Law in fact called for private traceability and control schemes. Likewise, Henson
and Humphrey (2009) find that the Codex Alimentarius has had a role in guiding the
development of private standards. Thus, it is usually the public mandatory standards that “lay
down the basic parameters of a food safety system, while private standards elaborate on what this
system should ‘look like’ in order to be effective” (Henson, Humphrey 2009, p. IV). Moreover,
critical scholars point out that there is a huge imbalance within Codex in favor of food industries
as representatives on government delegations, which raises the question whether the interests of
developing country producers may sometimes even be heard better in private standard systems
(Henson, Humphrey 2009, p. 40).” Finally, the public sector has increasingly been criticized for
withdrawing from commodity market governance, allowing the governance gaps left by public
actors to be filled by private governance institutions (Graz et al. 2008). Votley points to the
relocation of risk to the farmer in this context, since the withdrawal of the state from direct
involvement in commodity markets “exposes producers and labourers to price fluctuations

without the traditional safety nets of credit and state trading institutions” (Vorley 2003, p. 22).

While the public sector has been a facilitator of private retail governance, it also can address the
problem of the impact of retail governance on small farmer livelihoods. Several scholars examine
the possibility of supporting small farmers in the context of the rise and expansion in retail
governance with the help of regulatory interventions. Gibbon argues that regulatory interventions

by public authorities can lead to a mitigation of supermarket power, which successfully keeps

9 As Vortley points out: “At one key meeting in 2002, 71% of developed countries were represented, but only 18% of
developing countries. There were 95 government delegates (43% of participants) and 90 industry delegates. The
majority of industry delegates were on government delegations” Vorley 2003, p. 26.
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small-scale producers in the supply chain (Gibbon 2003). More moderately, Reardon et al. argue
that governments need to provide assets to small farmers and support their participation in the
food economy (Reardon et al. 2009, p. 1726). Other scholars consider that agricultural
development programs must “take on the responsibility and challenge of assisting small farmers
in making the transition to producing safer and higher-quality produce” (Berdegué et al. 2003).
And with regard to standards, von Schlippenbach and Teichmann (2009) suggest that the
implementation of uniform public minimum standards would reduce the suppliers’ dependence

on the retail sector.

There have been a number of efforts to meet criticisms on the impact of private and public
regulation in agrifood governance on small producers. The EU itself is increasingly aware of the
impacts of their policy and has set up a ‘health check’ of the CAP. In a resolution on poverty
reduction in ACP(Africa, Caribbean, Pacific)-countries, the ACP-EU Joint Parliamentary
Assembly takes a critical perspective on EU export subsidies and “calls for the elimination of all
EU export subsidies as they are gravely undermining local food production” (ACP-EU Joint
Parliamentary Assembly 2007, p. 32.).

Public actors also acknowledge the impact of retailers on farmer livelihoods and try to step in by
setting up initiatives aimed at strengthening small farmers. The British government for instance
has set up a Competition Commission to assess the power of supermarkets. The Competition
Commission 2000 report on UK supermarkets found that supermarkets were misusing their
market power and engaged in practices which were detrimental to suppliers (Tallontire, Vorley
2005). The report unearthed 52 ways in which retailers were found to have misused their market
power against suppliers. As a result, the Commission recommended that supermarkets should be
made to abide by a Code of Conduct, when dealing with their producers. However, when the
final Code was published, the Commission was criticized for letting the retail industry emasculate

the Code (Votley 2003, p. 35).

In another vein, public actors are trying to help small farmers directly with organizational,
financial and technical support. The UK Department for International Development and the
German Society for Technological Cooperation (GTZ) established a Smallholder
Consultation/Africa Observer program to assist small farmers in reducing compliance costs in

the context of Global GAP, for example (Henson, Humphrey 2009, p. 25).

In other instances, global institutions have tried to meet the challenges for small-scale farmers by
setting up new initiatives. A UN capacity building initiative (UNEP/UNCTAD Capacity Building
Task Force on Trade, Environment and Development) aims at strengthening East African

agriculture by promoting the creation of a regional standard for organic agriculture. Following
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this strategy, farmers would not have to certify through expensive European companies and be
able to reduce certification costs (Brown, Sanders 2007, p. 15). Likewise, the World Bank helped
to set up a farmer ownership model (FOM)in Ghana, with five smallholder co-operatives holding
a large share of the new founded export company, Farmapine Ghana Limited (Fold, Gough
2008; Takane 2004). However, when the financial and technical assistance provided by the World
Bank was phased out, the resulting problems forced smallholders to sell to other export

companies again.

Scholars have pointed out that public governance needs to take a stronger role in supporting
small-scale farmers and enhancing sustainable lifestyles. However, interaction between public and
private governance bodies is also closely linked. The implications of retail governance for farmer
livelihoods, therefore, need to be studied with respect to their interaction with public governance
objectives and institutions. In consequence, important further research questions can be

identified at this point:

* How do public governance institutions strengthen or weaken the impact of retail
governance on the sustainability of farmer livelihoods?
* How can public governance support small farmer livelihoods in the context of the current

rise and expansion in retail governance?

3.4 Conclusion

Producers seem to be the weakest link in the architecture of the global agrifood system. A large
share of the people that work in agriculture are small-scale farmers in developing countries and
they are the people that suffer the most from the increase in retail governance that has taken
place in the last decades. At the same time, small farmers from the developed world also face
difficulties in being incorporated in the supermarket supply chains and achieving sustainable
incomes. The International Federation of Agricultural Producers (IFAP) points out that “[m]uch
attention has rightly been drawn to the distortions caused by certain types of government
policies. However, relatively little attention has been paid to the market distortions caused by the
high level of concentration in the input and distribution side of the agri-food system” (Vorley,
Fox 2004, p. 11). These market distortions have been aggravated by the expansion of retail

standards.

Academic research indicates that retail governance has a great influence on the livelihoods of
farmers. While the impact on farmers in developing countries, especially on the African
continent, has been analyzed in a number of case studies, there is little known about the effects
on the emerging Asian market. At the same time, the impact of retail governance on farmer
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incomes in developed countries, especially in Europe, has only inspired little research. Finally, the
interaction between public and private food governance deserves further attention in this context.
In sum, there is a need to find out more about the impact of retail governance on the

sustainability of small farmer livelihoods.

17



4 Retail Governance and Sustainable Lifestyles

Consumers have a crucial role in the global agrifood system. Certain consumer lifestyles may
enforce sustainable or unsustainable consumption and production patterns. Clearly, the
achievement of sustainable lifestyles is a major challenge both for the largely overconsuming
populations of developed countries (and the developing economic elites in developed countries)
as well as for the underconsuming sectors of developing country populations. Such sustainable
lifestyles would be “patterns of action and consumption [...], which meet basic needs, provide a
better quality of life, minimise the use of natural resources and emissions of waste and pollutants
over the lifecycle, and do not jeopardise the needs of future generations” (Centre for Sustainable
Development 2004, p. 4). In the past decades, lifestyle changes had an influence on consumer
health and led to an increase of diet-related diseases in developed countries and even among
some of the members of the emerging global consumer class in developing countries. But while
consumer choices, for instance in Europe, to pursue unhealthy diets lead to overweight and
obesity, in Asia, most countries still have to deal with overnutrition and undernutrition at the

same time (Florentino 2002).

Consumers may be increasingly aware that their consumption choices can accelerate
environmental degradation and pay more attention to pesticide use and carbon emissions in food
production. At the same time, there is perhaps greater attentiveness to the impact of lifestyles on
the livelihood of people in developing countries, and consumers may increasingly consider fair
labor conditions in and trading relations with developing countries in their purchasing decisions.
The willingness and, more importantly, ability of consumers to carry out sustainable consumption

choices, however, is strongly influenced by retail governance.

Food retailers play a pivotal role in the willingness and ability of consumers to adopt sustainable
lifestyles with respect to food consumption (Fuchs, Kalfagianni 2009; Jones et al. 2005; UNEP
2006a). They pose a vital link between the production and consumption side and have the ability,
via marketing strategies and the range of products on offer, to substantially shape consumption
choices. The Farm Animal Welfare Council (FAWC) asserts that “it is the retailers who exercise
the greatest demand-side influence and who have the greatest power to create awareness”
FAWC 2005). It is therefore necessary to investigate retail governance’s relationship with
consumer lifestyle choices. This second inquiry, then, takes the opposite perspective to the first

one. While the previous section focused on how retail governance impacts producer livelihoods,
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this section discusses how and what retail governance communicates to consumers in terms of

sustainability issues.

4.1 State of the Art"

Supermarkets, as the “new food authorities” (Dixon 2007), are the place where consumers take
most of their consumption decisions. They shape the sustainability of consumption by promoting
certain food products and by offering only certain choices to the consumer. There is general
academic and political agreement that retailers are one of the main influences on lifestyles and
consumer choices. However, the impact of retail governance on the sustainability of consumer
lifestyle choices is contested. This is partly the case, because it is analytically difficult to separate
between retail governance, retail marketing, and retail power in this context. In consequence, the
discussion below will also address all three aspects. The impact of retail governance on the
sustainability of consumer lifestyle choices is also contested, however, because private labels and

standards can have both positive and negative impacts on this sustainability.

Retailers shape the sustainability of consumption by promoting food products with particularly
sustainable or unsustainable characteristics. They function as a contact point between producers
and consumers and thus hold an important position, in which they can provide information on
the composition and production circumstances of food products (Durieu 2003, p. 8). Some
observers, therefore, see it as the food industry’s role to promote proper nutrition, for instance
(Florentino 2002, p. 679). They argue that retailers may use their ability to innovate and develop
new retail formats as a means to direct consumer behavior and patterns of consumption to
sustainability (Clarke 2000, p. 988). Thus, businesses may promote healthy and sustainable food
consumptions through sustainability and health marketing such as advertising and raising
awareness (Tukker et al. 2009, p. 79). In this context, retail governance, i.e. the use of private
labels and standards, can serve to communicate the relevant information to consumers and direct

consumer attention to both, the relevant issues and the corresponding products.

However, retail governance (in combination with retail power) may also have the opposite effect
and lead to the promotion of unhealthy and unsustainable foods especially as a consequence of
competition based on price. Importantly, in times of capital concentration trends, this
competition may enhance the promotion of cheaper but more unhealthy and unsustainable food
products (Kinsey 1998, p. 6). Furthermore, the ability of retailers to emphasize certain product

characteristics over others may also lead to the promotion of unsustainable food products as

10 There is a huge general literature on consumers and labels in environmental psychology of course. This literature
will not be addressed here.
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sustainable. For instance, a health marketing strategy of offering consumers a wide selection of
organic goods, e.g. tropical fruits, all year may still have detrimental sustainability outcomes when

considering the environmental impact of long transportation ways.

Retailers are also able to shape the sustainability of food consumption by only offering certain
products and therewith determining consumer choices due to their structural power in the supply
chain. The leading role of retailers in the development, extension and adjustment of food product
choices is increasingly “circumscribing the choices the consumer can make” (Dawson 1995, p.
77). Particularly in Europe, retailers can decide “what food products we will want to eat before
we have even given it a second thought,” according to critical observers (Blythman 2006). In
other words, retailers influence consumers purchasing decisions to the extent that consumers can
only reject or accept what retailers offer (FAWC 2005, p. 35). They shape and influence the needs
and wants of consumers by what they make available in stores. They may eliminate less
sustainable and unhealthy food. They may also eliminate variety or unprofitable sustainable
choices, however. Busch emphasizes that retailers’ market power, their ability to reorganize
supply chains and the high competitive pressure can have positive consumer effects, because
“supermarkets can and do sometimes offer consumers lower prices, better quality, greater variety,
and safer food than they might have purchased in open-air wet markets or small family-owned
grocery stores” (Busch [forthcoming]). At the same time, retail power may also lead to a

reduction of variety in sustainable foods.

One core strategy in retail governance with respect to sustainable lifestyles is the provision of
certified/labeled food. These labels communicate sustainability criteria adhered to during
production and manufacturing processes and tend to emphasize health, environmental or fairness
characteristics. Many organic and eco-labeled products enjoy great popularity among consumers
and offer large profits to retailers at the same time. Retailers use these labels to market particular
products and brands as ‘sustainable’. Dixon circumscribes this procedure as formal ‘accords’
between supermarkets and consumers that shape consumer lifestyles towards an idea of ‘how to

live the good life’ (Dixon 2007, p. 31).

At the same time, the certification and labeling of products may in some cases just be a
“performing” of sustainability. In fact, research on private governance in general has shown that
labels are frequently created by business actors to undermine the potential effect of other and
more stringent labels (Fuchs 20006). Similarly, sustainable consumption research has highlighted
the very ambivalent role of the individualization of responsibility for sustainable development via
the expectation that consumers will and can shape the sustainability of the system as such

through individual consumption choices (Maniatis 2001).
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In sum, scholars have pointed to the influence of retail governance on the sustainability of
lifestyles via the promotion of certain food choices. However, little is known about the overall
impact of retail governance on sustainable lifestyles as well as respective differences between

different regions of the world.

4.2 Current Developments in Retail Initiatives

As pointed out above, the promotion of “sustainable” food products to consumers by private
labels is a reaction to consumer concerns and especially pressure of consumer groups, to some
extent. Given the existence of these consumer concerns, the promotion of “healthy”; “safe”,
“environmentally friendly” or “fair” products allows retailers the reaping of additional rents.
Retailers are “both reactive and proactive agents in the process of consumer choice” (Dawson

1995, p. 77).

Almost all food retailers use private labels to communicate certain product (and to a lesser extent
process) characteristics in terms of sustainability to consumers by now. The labels employed
reach from labels created by associations of organic farmers to the fair trade label to retailer
specific eco- or quality-focused labels. These labels differ strongly in their “content.” While the
labels created by associations of organic farmers (mostly in the 1980s) tend to reflect quite
ambitious standards in terms of process and product characteristics, other eco-labels have been
found to be based on rather weak standards if not present mere rhetoric. Many retail governance

schemes will fall somewhere in between those two poles.

Retailers tend to react strategically to consumer demand when creating corresponding
governance initiatives, i.e. to address the relevant issues but not necessarily in the — from a
sustainability perspective — most effective way. The same applies to retailer’s impact on public
governance initiatives, of course. For instance, consumer concerns about health issues led to a
strong demand for nutrition information on food products. Food retailers reacted to this
concern. But while European consumer groups promoted the traffic light labeling scheme for
food, which had already been successfully introduced by retailers in Britain, the food industry
developed an alternative instrument — the guideline daily amounts (GDA). In June 2010, the
European parliament voted against the food traffic light labeling and in favor of the GDA
industry model (Foodwatch 2010).

Consumer organizations are also putting pressure on food retailers with regard to environmental
issues, a fact that led to new food choices in supermarkets. For instance, Greenpeace’s complaint
about high pesticide use in fruits and vegetables made the German retailer Lidl certify and label
its fresh products. Issues of fairness are also increasingly met by retail initiatives when including
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fair-trade product choices. For example, the campaign ‘Poverty and the Private Sector’ of Oxfam
International criticized the bad and dangerous working conditions often accepted by large
companies. As a result, Starbucks, who was especially assaulted by consumer groups, decided to

increasingly promote coffee carrying the fair trade label.

An examination of current scholarly engagement with retail governance and sustainable lifestyles
and a cursory look at current trends in the retail sector show that retail governance does influence
the sustainability of consumer lifestyles. Retailers initiate own eco-labels as a marketing strategy
to consolidate trust among their customers, especially when it comes to their own-label products.
These private product labeling initiatives may have positive impacts on sustainable consumer
lifestyles. However, retailer’s engagement with such issues is selective at this point. At the same
time, retail governance schemes also promote unsustainable products or undermine more
competing private governance schemes, which have more stringent sustainability criteria.
Accordingly, further research on the overall impact of retail governance on the sustainability of

consumer lifestyles is necessary. It is particularly vital to further investigate:

* Which sustainability issues does retail governance address in its communication with
consumers in developing and in developed countries?
®  What is the impact of retail governance on the sustainability of consumer lifestyle choices,

overall?

4.3 Interaction of Public Governance and Retail Governance for Sustainable Lifestyles

Many governments and international organizations engage in the promotion of sustainable
lifestyles and have released policy recommendations for sustainable consumption and production.
Public governance addresses and promotes sustainable lifestyles with educational campaigns, in
which standard-setting plays a crucial role. While some scholars argue that public governance of
sustainable lifestyles is important, since “it is in the hand of governments to take the decision
whether to allow certain products to be placed on the market” (Durieu 2003, p. 8), other scholars
are more critical: They see governments as only having limited possibilities to develop policies

that address consumer concerns (Jones et al. 2005).

Public governance has engaged in educational campaigns to promote individual dietary change
and has used media and advertising channels to facilitate consumer behavior change. One central
mechanism applied by governments and public institutions to encourage more sustainable
consumption patterns is labeling, such as eco-labeling. At the international level, the World
Summit on Sustainable Development developed a ‘Plan of Implementation’, which advocates to
address unsustainable consumption by “developing and adopting on a voluntary basis effective,
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transparent, verifiable, nonmisleading and non-discriminatory consumer information tools”
(UNEP 2002, p. 7). Similar efforts exist at the national level in many (developed) countries.
Indeed, the role of public actors with respect to the creation and promotion of labeling schemes
should not be underestimated: “a supportive role from governments and government-based

agencies as stakeholders is critical in all eco-labels” (Horne 2009, p. 179).

Public governance and retailers both try to influence consumption choices. They often interact
and even work closely together: firstly, public policy sets the guidelines for retailers” engagement;
secondly, public bodies assign retailers an important role in the pursuit of sustainable lifestyles.
Public governance sets the policy framework for the promotion of sustainable consumption and
retailers act within these frames. In this context, Fuchs and Kalfagianni’s analysis of European
retailer reports shows that public governance matters to retailers and that retailers often commit
to standards set by international institutions (Fuchs, Kalfagianni 2009, p. 563). At the same time,
governments assign retailers at least a share of responsibility for the promotion of sustainable
food products. For instance, the UK government states that governments and businesses both
are responsible for enabling consumers to make sustainable choices (Defra 2005, p. 44). Likewise,
in a recent report, the UK government appealed to retailers to take an educational role and help

consumers eat a healthy and sustainable diet (Defra 2010).

Correspondingly, the European Commission sees retailers in a strong position to influence more
sustainable consumption and to support an agenda to empower citizens, as consumers, to make
sustainable environmental choices (European Commission 2008b, p. 8). It argues that retailers
have the power to “raise awareness and influence shopping choices by putting more sustainable
options on the shelves. Ultimately, this can lead to better and greener products on the shelves for
consumers at more affordable prices” (European Commission 2010c). In the European Union,
public governance focuses on initiatives, which promote sustainable lifestyles particularly with
regard to environment and health issues. On these issues, public bodies already work closely
together with retailers. In promoting environmental sustainability, for instance, the European
Commission and the European retail sector together set up a Retail Forum for Sustainability to
promote more environmentally sustainable consumption patterns, in 2009. It was formed in
context of the implementation of the ‘EU Action Plan on Sustainable Consumption and
Production and Sustainable Industrial Policy’ (European Commission 2008b), presented by the
Commission in July 2008. With regard to health, the recent European decision on the provision
of nutrition facts in food products poses also an example of a close interaction between public
governance and retailers. However, while the first initiative reveals the influence of the EU as

rule-setters and initiator of retailer action, the rejection of the traffic light system for food in
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favor of the industry-led GDA system, sheds light on the influence of retailers on public policy

making.

International organizations also have increasingly set guidelines to foster sustainable consumption
and production. Since the UN Guidelines for Consumer Protection were expanded to include
elements of sustainable consumption (UNEP, Consumers International 2004) in 1999, it has
become a major policy issue to support not only sustainable production, but also strengthen the
consumption side. These guidelines focus on national policies to promote more sustainable
consumption. Again, UNEP also sees retailers as having a key role in helping change

consumption patterns (UNEP 2006a).

With respect to Asia, the project ‘Capacity Building for Implementation of UN Guidelines on
Consumer Protection (sustainable consumption), as a collaborative effort between the UNEP,
Consumers International, the Center for Environment and Development, and the Danish
Consumer Council, pursues the goal to implement the UN guidelines on sustainable
consumption and share European and Asian experiences (UNEP 2005). The initiative focuses
mainly on environmental dimensions of sustainability, however, also including health issues as an
important factor for sustainable lifestyles. The report found that awareness and perception to the
relevance of sustainable consumption are not very high in Asia. It highlights that different
regional environments have differing needs in promoting sustainable consumption and also

indicates that voluntary business instruments may be supportive to implement the UN guidelines.

Despite increasing public governance initiatives to promote sustainable lifestyles, Duchin (2005)
argues that these policies have not been effective. In the case of more healthy diets, she sees a
lack of dialogue among stakeholders responsible for the failure of public initiatives and points to

the constraints of political decision-making:

National governments are charged with protecting the public’s food supply and health. But having
a wide range of responsibilities, from administering agricultural subsidies to approving health
claims on food labels, government agencies have other interests to balance against improved
public health, namely the autonomy and prosperity of the industries that grow, process, distribute,
serve, and export crops, livestock, foods, and meals. (Duchin 2005, p. 110)

In consequence, an acknowledgment of the influence of retailers and retail governance on the
sustainability of consumer lifestyles should not be understood as a rejection of the idea that

public governance has to take a lead in the promotion of sustainable lifestyles.

Public and retail governance are often closely connected and may support or constrain each
other. Therefore, retail governance for sustainable lifestyles needs to be researched in its
connection with public governance frameworks in order to identify effective strategies to foster

sustainable consumer lifestyles. It is important to study:
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* How does public governance influence retail governance of sustainable lifestyles?

* How can public governance enforce sustainable lifestyles in light of growing retail power?

4.4 Conclusion

Consumers play an important role in the global agrifood system, since purchasing decisions
influence what and how food production and processing is managed. At the same time, retailers
have a strong influence on consumer choices by predetermining choice sets and promoting
certain products or norms relating to product choice. Against this background, the
communication on sustainability issues between retailers and consumers in the context of retail
governance deserves particular attention. Despite the fact, that retailers have an important
function as a link between consumption and production and are responsible for more general
processes that influence the sustainability of the agrifood system, however, only few studies have
been conducted on the role of retail governance in promoting sustainable consumer lifestyles. We
need to better understand retailers” governance practices through a lifestyle marketing perspective
or an assessment of product sustainability characteristics. In order to promote a long-term
change in the sustainability of of consumption patterns, it is necessary to explore scientifically

how private retail food governance shapes the sustainability of lifestyle choices.
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5 Retail Governance and Climate Change

Climate change is projected to have significant impacts on conditions affecting agriculture,
including temperature, glacial run-off, and precipitation (IPCC 2007). Consequently, agricultural
production, consumption, and trade patterns will all be affected by climate variations. Research
has highlighted the tremendous difficulties in simulating these changes, given that agricultural
outcomes are shaped by complex interactions among people, policies, and nature (IFPRI 2009).
For instance, uncertainty about the spatial distribution of climate change effects means that we
know little about how actual agricultural production is going to change on location. Precise
estimates about how the interaction between climate, comparative advantages in agriculture, and
trade policy might influence global agricultural trade flows, are currently lacking (Nelson 2010, p.
13). Fundamentally though, it already appears clear that the poorest will get hit hardest (IFPRI
2009), and that overall supply stability and food security is going to decline (FAO 2008a).
Importantly, the impacts of climate change will be intensely spatial (Nelson 2010, p. 16). The
consequences are expected to be particularly severe in places with growing populations, such as
South and Central Asia, and places with dramatically lower rainfall, higher temperatures and

increased water stress, such as southern Europe (FAO 2008a).

Apart from being massively affected by climate change, the agrifood sector is a major contributor
to climate change. Land used for agricultural activities occupies about 40-50% of the Farth’s land
surface (Greenpeace 2008, p. 13). Estimates regarding the contribution of the agrifood sector to
greenhouse gas emissions (GHG) vary. One estimate suggests that the agrifood sector as a whole
accounts for nearly 14% of GHG emissions directly, while land use change adds an additional
19%, resulting in a total contribution of 43% (Nelson 2010, p. 18). A different estimate puts total
agrifood emissions between 17 and 32%, revealing considerable modeling uncertainty
(Greenpeace 2008, p. 5). Yet, studies unequivocally find that agriculture can play a crucial role in
climate change mitigation, both by reducing its own emissions, and by providing large-scale
carbon sinks. Improved cropland management (e.g. with respect to crop species and fertilizer
use); better grazing-land management; a reduction of GHG intensive meat consumption; changes
in livestock species and improved feeding practices; efficiency increases in food storage,
distribution, and retailing; and the restoration of organic soils as carbon sinks could all contribute
to mitigation efforts (IFPRI 2009; Greenpeace 2008; Nelson 2010). As a result of changed
practices, the agrifood sector could potentially lose its status as one of the largest GHG emitters,

and might even become a net carbon sink (Greenpeace 2008, p. 5).
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5.1 State of the Art

Business has recently begun to regard climate change both as a challenge and an opportunity
(Hoffman, Woody 2008; Ceres 2008). On the one hand, firms are trying to reduce their exposure
to increasingly volatile energy prices and looming environmental regulation. On the other hand,
there is a realization that consumer demand for climate-friendly products and production harbors
enormous market opportunities. Retailers active in the food sector have responded to this by
devising a number of private initiatives individually and collectively. While efforts by individual

1

retailers are currently uneven,' overall they appear to be increasing; greater cooperation and

exchange can also be observed.

Specifically, retail initiatives related to climate change can be distinguished in three broad
categories: (i) energy-efficiency initiatives aimed at climate change mitigation; (if) good agricultural
practice (GAP) schemes aiming to enhance the resilience of agricultural ecosystems; and (iii)
actions intended to inform and influence consumer choices towards more sustainable products
and services. Examples of initiatives developed collectively by retailers are presented in the next

section.

In spite of a surge of private programs regarding climate change, little scientific attention has
been paid to the topic. In fact, recent research by Fuchs and Boll (forthcoming) appears to be
path-breaking in this regard. Specifically, Fuchs and Boll have developed a theoretical model to
analyze why particular actors become engaged in private initiatives and whether these initiatives
lead to measurable behavioral change. Relying on theoretical assumptions about costs and
benefits, they claim that four groups of factors are likely to explain why actors have diverging
interests in joining and designing private programs: (1) factors influencing public visibility and
civil society pressure, like the size of the company; (2) normative factors, such as the ideological
stance of the executive board; (3) the extent to which the private initiatives in question can be
marketed, i.e. used to generate extra profit; and (4) factors determining the respective cost
functions, such as the availability of suitable technology. This classification of determining factors
helps to understand who joins a particular initiative on the one hand, and what determines its
design and objectives on the other. Likewise, Fuchs and Boll have suggested three groups of
factors that explain the extent to which a program actually induces behavioral change, i.e. can be
considered effective: (1) factors influencing collective action problems, e.g. the heterogeneity of
the target group; (2) power asymmetries among the involved actors; and (3) factors influencing

the likelithood of defection, such as monitoring and sanction opportunities. Using this analytical

1 Tesco, for example, is very active in promoting and communicating its activities regarding climate change, while
Aldi North appears unconcerned with the issue.
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lens to comprehensively assess private governance initiatives is a promising approach for future

work in the field.

In a preliminary attempt to apply their theoretical framework to the climate change initiatives of
the 10 largest retailers, Fuchs and Boll (forthcoming) found that the visibility of a given company,
as well as its home country, and the inclusion of reliable non-retail partners, were important
factors explaining both commitment to and effectiveness of private standards. Yet, they also
found that the implementation of private standards dealing with climate change is quite costly,
while providing comparatively little benefits from the retailers’ perspective. As a consequence,
this means that scope and effect of private standards dealing with climate change are likely to
remain modest. Moreover, most retailers dealing with climate change were the ones who also had
non-food products in their assortment. Public pressure on these retailers might have resulted
from a perceived link between these non-food products and energy consumption issues, rather
than between food and climate change. This and other evidence has led Fuchs and Boll to
hypothesize that the link between food and climate change is not yet well established in the

public debate.

It is an important question, then, how much faith can be placed in the scope and magnitude of
private governance initiatives (FCRN 2008; Fuchs, Boll (forthcoming)). After all, competition
between retailers is fierce and they have little leeway for implementing measures that cannot be
transformed into additional sources of profit. In this line of argumentation, a report by the Food

Climate Research Network (FCRN 2008, p. 13) argues that:

The measures put in place do not challenge our demand for, and the food industry’s supply of
certain types of food and systems of provisioning that are inherently GHG-intensive. These
include meat and dairy products, highly refrigeration intensive foods, those that require rapid
modes of transport, and the unquestioned availability of virtually everything, at all times, in all
locations. Technological improvements moreover do not address trends in how and what we
consume, the demands these place on existing and emerging technology and the way in which
technological developments help shape and foster new habits and desires — behavioural norms
which may lead ultimately to greater energy use.

This view emphasizes retailers” impact on energy usage and management, but downplays their
importance with respect to consumers’ behavioral change. After all, product labels, pricing policy,
and marketing strategy contribute to shaping consumer demand and behavior. Even so, it seems
appropriate to wonder whether retailers will ever have a genuine interest in reducing their

assortment of GHG-intensive food, when it can be sold with a profit.

What is more, the quote above reminds us that technological improvements are not necessarily
beneficial. If a new efficient technology leads to disproportionate rises in demand, the net
environmental effect might even be detrimental. It is because of complex relationships like this

that we need to consider how changes in particular types of behavior create wider systemic
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challenges (FCRN 2008, p. 16). Does it make environmental sense for a European consumer to
buy an organic kiwifruit sourced from New Zealand, rather than a non-organic one from Italy? It
is because of these ambiguities that the FCRN report concludes that, in essence, we are not
facing a problem of management or product choice, but a problem of overconsumption (FCRN
2008, p. 16). The report also stresses the role of consumption choices for agricultural production.
Specifically, it suggests that at least half of the emission cuts at the farm stage will be dictated by
consumption changes, i.e. from changes in what and how much we eat (FCRN 2008, p. 19).
Overall, this gloomy view suggests that faith in voluntary programs, technological and efficiency
increases, as well as management improvements is misplaced and that we have to think in much
bigger and more radical terms. In the end though, all this does not speak against retail governance
as such. While retail governance by itself may well insufficient, there is no inherent reason to
believe that it cannot be an effective and desirable complement to more profound changes within

the global agrifood system.

5.2 Current Developments in Retail Initiatives

In the following, we present examples of different types of retail initiatives targeting (at least to

some extent) climate change.

Energy-efficiency initiatives

One major collaborative energy-efficiency initiative is the Post-Copenhagen Retail 20:20 Vision
of the European Retail Round Table (ERRT), which commits 17 retailers and 9 federations to
action in six areas: sourcing; resource efficiency; transport and distribution; waste management;
communications and reporting (ERRT 2009). Among other pledges, the vision includes two

quantitative targets:

* to reduce energy consumption per square meter of commercial premises by a minimum
of 20% by 2020 compared to base year reference levels (typically 1990);
* to work towards exceeding the European Commission’s target of sourcing 20%
renewable energy by 2020.
While ERRT’s membership is not limited to food retailers, signatories to the retail vision include
such major firms as ASDA/Wal-Mart, Auchan, Catrefour, Metro Group, Rewe Group, and

Tesco.

A second important collaborative private initiative is the voluntary Retailers’ Environmental Action
Programme (REAP), which provides information and facilitates dialogue between retailers, as well
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as with stakeholders (Retail Forum 2009). REAP’s members are 21 retailers and 7 retail
associations, again including many of the major food firms. One of REAP’s initiatives has been
to set up a public database, where members publish sustainability commitments.'> Tesco, for
instance, provides 10 sustainability commitments, including the aim to reduce emissions from
stores and distribution centers by 50% in 2020 compared to 2006; and the long-term objective of
becoming a carbon free business by 2050. Another example of sustainability commitments is
Auchan’s pledge to increase renewable energy production by methanation of fermentable waste
from 2,300t of waste in 2008 to 3,500t in 2010. Based on the official keywords assigned to the
total of 206 commitments listed in the REAP database, 57 deal with energy efficiency, 39 with
increasing consumer and employee awareness for environmental issues, 23 with green house

gases, and 9 with renewable energy.

Simultaneously, European retailers participate in broader global energy efficiency initiatives, not
necessarily led by them. These include, for instance, the Copenhagen Communiqué — a statement
from the international business community published ahead of the United Nations (UN) climate
change conference in Copenhagen in December 2009 — as well as the Carbon Disclosure Project
— an independent non-profit organisation measuring and documenting corporate greenhouse gas
emissions across the globe. Together, these activities clearly show that the link between climate

change and private governance is becoming more and more important.

Good Agricultural Practices

Retailers also have a more indirect impact on climate change, because they influence the way
agriculture is conducted in the first place, e.g. through GAP schemes. One particularly important
GAP scheme is the Global Partnership for Good Agricultural Practice (GlobalGAP). As
described in Fuchs and Kalfagianni (forthcoming, see also Fuchs et al. (2010)), Global GAP is a
private sector body that sets voluntary standards for the certification of agricultural products
around the globe. Global GAP is a pre-farm-gate standard, which means that the certificate
covers the whole production process from farm input to final product until it leaves the farm.
Also, the standard is a business-to-business label not directly visible to consumers. GlobalGAP’s
membership consists of 42 retail and food service members, 149 producer and supplier members,
and 100 associate members, such as certification and consulting bodies. The scheme regulates a
range of different issue areas, such as record keeping; workers’ health; safety and welfare; waste
and pollution management; recycling and re-use; environment and conservation; and traceability.

Clearly, the provisions contained in GlobalGAP and similar GAP schemes have impacts on

12 http://ec.europa.eu/environment/industry/retail/reap/ (Accessed 30 June 2010).
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energy usage, energy efficiency, emissions output, and climate change resilience. Depending on
the quality and content of the standards imposed on suppliers, retailers are in a unique position to

pursue environmental objectives in the agricultural supply chain, if they want to.

Initzatives Aimed at Consumer Bebavior

Several retail chains have recently experimented with initiatives intended to inform an influence
consumer choices towards more sustainable products and services. Tesco, for instance, has
committed to reduce the domestic carbon footprint of its consumers by 50% till 2020. To this
end, Tesco is actively increasing the number of carbon labeled products. Likewise, Lidl has
initiated a communication campaign via internet and print media to raise the consumer’s
awareness of environmentally friendly products. Carrefour has run hosted awareness events in
stores and head offices as early as 2001, while simultaneously promoting sustainable products
through shelf-stoppers, posters, catalogues, and publicity campaigns starting 2005. While these
initiatives are clearly a step in the right direction, their overall effect is likely to be modest, seeing

that most measures do not give clear targets and their number is fairly limited.

In conclusion, one can observe that retail governance is increasing both in extent and coverage.
Initiatives dealing with climate change and matters of energy efficiency are prominent and make
up a large share of retailers’ current sustainability efforts. Despite this development, there are
hardly any scientific studies dealing with these initiatives both theoretically and empirically. Thus,

the following questions need to be answered by future research:

*  What determines design, membership, and compliance with a given private governance
initiative?

= Are there systematic differences between retail governance in different regions? If so,
how can they be explained?

* What is the overall contribution and reach of retail governance regarding climate change

mitigation and adaptation efforts?

5.3 Interaction of Public Governance and Climate Change Retail Governance

Current developments in public governance on agrifood reflect that the perceived threat of

climate change is dramatically increasing. In a foresight report dealing with agricultural challenges,

the European Commission, for instance, argues that the impact of agriculture and food systems

on climate change is huge, but that there is large scope for change (European Commission 2009,

p. 53). Specifically, the report highlights the need for low input concepts, increased
31



diversification, and new ways of food production, processing, retailing and purchasing. Apart
from growing government awareness, pressure from non-governmental sources is rising. For
instance, the 3" Forum for the Future of Agriculture (FFA), a prominent initiative by the
European Landowners’ Organization (ELO) and agribusiness company Syngenta, has recently
released a public statement calling for a reform of the Common Agricultural Policy (CAP) of the
EU. The statement is based on two main messages: “(1) global challenges of food security,
climate change, and environmental degradation must be met; and (2) failure to act has detrimental
effects on food production, environment and climate” (FFA 2010, p. 1). Similar developments
are not only visible in the EU but globally. Given the intensified pressure on global agrifood
systems, there is an urgent need to increase both mitigation and adaptation capacity in short
timescales. Clearly, then, all governments struggle with the question of how to make the agrifood

sector as a whole sustainable.

On the global level, retail governance is fostered as part of a wider initiative to increase
sustainable consumption and production (SCP) activities. The SCP concept is mainly promoted
by the Marrakech Process organized by the United Nations Environment Programme (UNEP).
The Marrakech Process, in turn, is a global process to support country level action on SCP, as
called for during the World Summit on Sustainable Development in Johannesburg. The
overarching objectives of this process are (1) to assist countries in their efforts to green their
economies; (2) to help corporations develop greener business models; and (3) to encourage
consumers to adopt more sustainable lifestyles. To this end, the UN closely collaborates with
national governments, development agencies, corporations, and civil society, thereby facilitating

projects and capacity building on the ground.

In light of the Marrakech Process and the EU’s long-term agricultural strategy, the EU has
adopted a Sustainable Development Strategy in 2006, and, more recently, released a Swustainable
Consumption and  Production and Sustainable Industrial Policy Action Plan in 2008 (European
Commission 2008b; European Council 2008)."”> Among other things, this plan stresses the need
for better life-cycle assessments, eco-labeling, greater environmental awareness, and increases in
energy-efficiency. Subsequently, the European Commission has published a practical guide aimed
at businesses interested in adopting life-cycle assessments (European Commission 2010a).
Another major initiative coming out of the plan was the creation of the Retail Forum for
sustainability in early 2009. The Retail Forum is a stakeholder platform set up in order to
exchange best practices on sustainability in the European retail sector and to identify

opportunities and barriers that may further or hinder the achievement of SCP. With this, the EU

13 http://ec.europa.eu/environment/eussd/escp_enhtm (Accessed 30 June 2010).

32



officially recognizes that retailers are placed in a strategic position at the intersection between
producers and consumers, impacting on both consumption and production processes. The
website of the Retail Forum exemplifies this point with the statement that “retailers can play a
significant role in provoking positive changes in patterns of consumer demand through their
partnerships with suppliers and through their daily contact with European consumers™.'* Thus,
retail governance is acknowledged and promoted by initiatives and frameworks at the UN and

EU level.

With respect to Asia, the Marrakech Process has led to a range of projects promoting SCP in the
region.” Examples of this include SCP roundtables in China and India, which have established
the four priority areas of (1) sustainable procurement; (2) increasing eco-efficiency; (3) improving
waste management; and (4) promoting sustainable construction and building (UNEP 20006b).
Based on a first glance at these priority areas and the latest meeting report of the SCP roundtable
in China (UNEP 2009), it seems that food and agriculture are only marginal topics for SCP in
Asia. Why could this be? Unlike their European counterparts, Asian economies are at a very
different stage of the development process, with many path-breaking decisions about energy,
infrastructure, and urban planning still to come. In terms of priorities, it is no wonder that these
policy areas are in the spotlight at high profile official meetings. Despite this, we can see that
Asian authorities, too, are active in the field of food related SCP. With respect to carbon
footprints and labeling, for instance, a specialized newsletter reports major developments in
Japan, China, Taiwan, Thailand and South Korea (PCF World Forum 2010). One also has to
keep in mind that many of the retailers active in Asia have their headquarters in Europe or North
America. Many of the SCP strategies implemented against the regulatory background of the EU
or the United States will have spillover effects on retailers’ branches in Asia. Also, much food
sourced in Asia ends up being sold in the EU, so that Asian exporters are directly affected by EU
governance. Partly for these reasons, case studies comparing Asian countries and the European
countries will bear fruitful insights into diverging policy priorities, agricultural practices,

consumption behavior, and long-term projections.

Besides the fact that SCP is gaining in importance for public policy-making, it is important to
recognize that agricultural policy is one of the most controversial and heavily regulated public
policy fields. Ultimately, decisions about the agrifood sector are inevitably tied to national security
interests, rural livelithoods, economic and environmental interests, trade, and questions of human
and animal welfare more generally. Because of this, there is a plethora of involved opinions,

stakeholders, and regulatory activity. Consequently, retail governance is embedded in a much

14 http://ec.europa.cu/environment/industry/retail/abouthtm (Accessed 30 June 2010).
15 http://esa.un.org/marrakechprocess/regionsasia.shtml (Accessed 30 June 2010).
33



larger debate and structure than it might appear at first. Speaking for the EU, a recent edited
volume by Boulanger and Messerlin (2010) forcefully highlights how the well established
problems of food security, safety, and quality have now been joined by severe long-term
problems with respect to energy, water and climate change. The crucial importance of agrifood
policy for the EU is reflected by the fact that it represents the single most important part of the
budget with a shatre of 34% from 2007 to 2013." In addition, the CAP is the most integrated and,
arguably, most important EU policy besides competition policy, and covers about 90% of the
total agricultural production in Europe (IATP 2007, p. 3). Not surprisingly, then, CAP is one of

the greatest sources of intra-community strife and conflict.

Depending on the respective questions asked and region studied, research on food retail
governance needs to elaborate on the wider regulatory and institutional context. Without a sound
understanding of the perimeters within which retailers have to operate, a narrow focus on private
initiatives would be misleading. Particularly with respect to Asia, where agrifood policy is
different from country to country and not yet well covered, meaningful research depends on
good networking with stakeholders and policy-makers on the ground. Overall, one can conclude
that agrifood is one of the most important policy fields globally, with vibrant governance activity
in many areas. The recent policy focus on SCP under the global heading of the Marrakech
Process illustrates that studies on the interaction between private governance initiatives and the

public regulatory context are required. Key questions in this regard are:

* How does retail governance fit into long-term governmental strategies with regard to the
manifold climate change challenges confronting the agrifood sector? Can we expect an
even greater regulatory emphasis on decentralized and private governance in the future?

* Which changes to the overall public regulatory framework are necessary in order to

accommodate and steer the rise of private governance with respect to climate change?

54 Conclusion

The fate of global agrifood and climate change is jointly determined. Agricultural production and
consumption have huge impacts on the state of our environment, while there is no production
and consumption in the first place without functioning environmental services. We cannot think
one without the other. Against an increasing recognition of these relationships, the world’s largest
food retailers have started to adopt private initiatives that deal with the issue of climate change.

Because retailers have the capacity to influence production conditions, consumer behavior, and

16 http://europa.eu/pol/agr/index_en.htm (Accessed 30 June 2010).
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their own environmental footprint, they appear uniquely placed to promote environmental

objectives across the board.

In spite of the relevance of the topic, research so far has been limited. Currently, there are no
comprehensive explanations for the fact that some retailers have ambitious quantitative targets,
while others completely neglect the issue. Nor do we understand the interaction of retail
governance on climate change with larger scale public governance and gender issues. We need to
conduct research on these complex interactions in order to derive balanced qualitative
assessments of retail governance in this area. Is hope in corporate responsibility and market
mechanisms warranted? Or are we simply looking at an example of an ever expanding market
seeking to turn newly arising public concerns into profits, with little chance of long-term
structural transformation? Likely, in-depth research would confirm a little bit of both. Yet,

convincing scientific answers ultimately rest on future research efforts.
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6 Retail Governance of Alternative Food Products

Retailers have long recognized the market potential of organic foods and other types of
alternative foods. This section examines how retailers are actively governing two of these
alternative food types, namely organic and genetically modified (GM) food products. The
discussion shows rather diverging developments: whereas the organic food market is widely
supported by consumers, the introduction of GM food has sparked huge controversies, which, in
effect, has led to the removal of GM food from the shelves of many retail chains. Thus, whereas
organic products are being pushed by demand as well as supply side factors, unfavorable
consumer response has made GM products difficult to market, especially in Europe. The
discussion below highlights the different regulatory responses taken by retailers and stresses their

impact in the development process of these respective markets.

Organic food products have seen a surge in demand in recent years, mainly as a result of growing
consumer awareness about health, safety and environmental issues. For example, a series of food
scandals has intensified consumer concerns about pesticide residues, hormones in food products,
and the impact of GM food. As a result, organic food products have been perceived as an
attractive alternative to conventional foods, especially in Europe, where the organic food market
has seen rapid growth. Parallel to growing consumer demand in Europe, organic food production
in Asia has expanded rapidly, with China, India, Thailand, and the Philippines, taking a leading
role (Willer et al. 2008). In 2007, China was the fifth biggest organic producer in terms of land
area (1.55 million hectares), while India came in seventh (Cadilhon 2009). Although the dynamic
growth of organic agriculture in Asia can largely be attributed to changing consumption patterns
elsewhere, domestic markets are also expanding, illustrated by the fact that most supermarkets in

major Asian cities now sell local organic products and imports (Wai 2008).

In contrast, consumers in Europe have demonstrated a vibrant opposition to GM products. As a
response, many retailers have banned GM foods from their shelves. Some initiatives even have
started to address the question of GM products in animal feed. And yet competing market forces,
in particular GM corporations are pushing for the diffusion of GM products and production
methods in global markets. Against this background, the determinants of the influence of retail

governance on GM production deserve particular attention.
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6.1 State of the Art

Scholarly research on the impact of retail governance on organic and GM foods is limited at best,
so that this section can only be a preliminary assessment. With respect to the organic sector, the
existing literature appears to stress three dangers associated with the current transformation of
the organic sector and its governance: (1) changes to production processes, (2) adverse impacts

on small farmers, and (3) regulatory capture. Each of these will be discussed briefly below.

The concerns with respect to changing production processes revolve around the organic sectors’
development from a niche to a more mainstream market, whereby large multiple grocery retailers
have been able to capture dominant market shares. Traditionally, the organic food market was a
specialist market consisting of a limited number of small and independent retailers (Jones et al.
2005; Jones et al. 2001, p. 365). Scholars argue that the entry of agribusiness into the organic
sector and the resulting concentration in distribution and retailing has led to an increasing
industrialization of organic agriculture. Allegedly, this development stands in contrast to the
original objectives of the organic movement (Buck et al. 1997; Raynolds 2004). In particular, the
increasing importance of large retailers might drive farming practices away from the standards
and philosophies of alternative food movements (Pollan 2006). Klonsky specifically points to the
fear that the distinction between conventional and organic food products may blur, thereby
weakening the organic market (Klonsky 2000). A similar argument is that it is clear from the
outset that conventional retail chains need to ensure that their promotion of organic foods does
not seriously damage the image and the sale of their very much larger conventional food ranges

(Jones et al. 2001, p. 365).

Scholars do not only fear that the powerful role of retailers impacts product quality, but also
argue that the corporatization of organic agriculture will weaken the position of farmers (cp.
Section 3). Kledal (2005), for instance, argues that the growing bargaining power of supermarkets
and discount chains puts pressure on farmers in the organic food supply chain. Here,
supermarkets’ use of unfavorable control mechanisms such as the prolongation of payments to
farmers, increasing fees for renting space on supermarket shelves, as well as opening fees when
new outlets are being opened, strengthens retailers’ position over producers (Kledal 2005). While
this study looks at the impact of retailers on farmers in an industrialized country such as the
Netherlands, Barrett’s study on exports of horticulture produce in Kenya similarly stresses that
supermarkets are in a powerful position to determine production processes in the source country
(Barrett et al. 1999, p. 160). The study emphasizes the irony which lies in the fact that a post-
modern consumer movement in the United Kingdom is inextricably linked to the emergence of

industrialized large-scale farming in Kenya. More generally speaking, scholars working in this line
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of inquiry stress that the demand and the production side of agrifood systems are necessarily

related and one cannot assess the sustainability of either without the other.

Another fear concerning retail governance is that “regulatory capture” may occur, which means

that private interests use regulatory agencies to serve their own particularistic ends:

Particularly if firms who are not committed to the organic philosophy and practice gain a foothold
in the market and its regulating bodies, there will be pressure to weaken the standards — to
formulate standards more conductive to large numbers of firms entering the marketplace (Allen,
Kovach 2000, p. 224).

This suggests that close scrutiny should be paid to the way in which standards are developed,
implemented, and monitored (cp. Fuchs et al. 2009; Fuchs, Kalfagianni 2010b). Bostrém and
Klintman (2006) show in the case of Sweden, for instance, how retailers included organic
products in their distribution chain at an early stage, and accepted the important role of
independent and credible third parties for labeling organic food. At the same time, concentration
and vertical integration of the Swedish system for retailing needed an inclusive eco-labeling
strategy and advocacy groups’ cooperation with retailers (Bostrom, Klintman 20006, p. 168). In
Sweden, retailers have particularly pursued two strategies: (1) partnership with civil society
organizations, e.g. the Association for Control of Organic Production (KRAV); and (ii) the
development of own eco-labels (Bostrom, Klintman 2006). However, the strong position of
retailers and processing industries within the Swedish organic advocacy network has led to an
“eco-pragmatic”’ framing of organic products, which accepts structural facts such as concentrated
and vertically integrated retailing, large-scale distribution systems as well as neoliberal principles

in general (Bostrom, Klintman 2006, p. 170).

Turning from the organic to the GM food market, there appears to be hardly any scholarly work
of the overall impact of retail governance. We know, of course, that — in contrast to the organic
market - consumers were actively opposed to the introduction of GM products in Europe and
have been successful in altering retailers’ policies. One explanation for the success of consumer
pressure appears to be that the presence of own-label brands has brought retailers closer to
potential risks: if they support GM food, they risk tainting their brand identities (Pearce, Hansson
2000). Therefore, Pearce and Hansson state that retailers pursue pre-emptive moves as part of a
broader strategy to foster consumer trust and impose requirements for food, which exceed
regular legislative labeling policies (Pearce, Hansson 2000). Accordingly, voluntary bans of GM
ingredients are closely connected to the expansion of private labels. Retailers fear that negative
consumer responses to own-brand products with GM ingredients could damage the image of the

product lines or the store. More generally, retailers face three choices in how they want to deal

with GM food (Lockie et al. 2005):
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The first, echoing the approach promoted by the biotech sector, is to continue to promote ‘risk
management” and ‘substantial equivalence’; that is, to cooperate with existing legislative
requirements that effectively hide the GE status of foods through minimal, if any, labelling. The
second, is to seek to eliminate all GE foods by stocking only those that can be certified GE-free
using reliable audit procedures. The third, and perhaps most likely, is a compromise whereby
genetically engineered and other biotech foods sit alongside organic (or other ‘natural’) foods on
supermarket shelves.

By opting for the second strategy, at least in the EU, retailers were successful in constructing
themselves as “food safety gatekeepers” (Kalaitzandonakes, Bijman 2003, p. 367), thereby
promoting a favorable image in the public. In conclusion, the case of GM foods reveals that retail
governance can exhibit complex interaction effects: because the market has become so vertically
integrated, and because retailers have increasingly introduced their own brand identities, they had

incentives to be relatively responsive to consumer pressure.

6.2 Current Developments in Retail Initiatives

While the organic food movement originally started as a countermovement to industrialized
agriculture, today, it has become integrated into the conventional food production, distribution,
and retail system (Clark 2007). For instance, conventional retail outlets sell 80 percent of all
organic food in the United Kingdom and 90 percent in Sweden. But also in Asian countries such
as China the majority of organic food sales occur through conventional supermarket chains
(Lyons 2007, p. 155). Even though the organic agrifood market still presents a niche market as
compared to the range of conventional food products, its impressive growth dynamic has created

supply shortages in the global organic food industry starting from 2005 (Willer et al. 2008, p. 16).

In Asia, China and India have become major business partners in organic market chains, as
exemplified by the organization of a China BioFach and India BioFach (Cadilhon 2009).
Moreover, the comparatively rich Asian economies such as Japan, South Korea, Taiwan, and
Singapore effectively serve as regional engines of growth for the organic sector. Generally
speaking, vibrant economic development, coupled with the fact that many of the biggest cities in
the world are located in Asia, make market observers hopeful that greater domestic sector growth

can be expected for the immediate future (Wat 2008, p. 104).

In contrast to the growing and proliferating market for organic foods, GM food has largely been
banned by European food retailers. According to Kalaitzandonakes and Bijman (2003), a
consortium of seven major European food retailers'” that aligned to source non-GM ingredients
for their private-label products, has inspired similar actions in the whole European food industry.

In a second initiative, European retailers launched bans against products where the animal was

17 Sainsbury (London, Great Britain), Marks and Spencer (London, Great Britain), Carrefour (Patis, France),
Delhaize (Brussels, Belgium), Migros (Basel, Switzerland), Effelunga (Rome, Italy) and Superquinn (Dublin, Ireland)
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reared on feed produced from GM crops. These voluntary bans have repeatedly pre-empted and
exceeded regulatory requirements of the EU, while, at the same time, creating widespread public
attention (Kalaitzandonakes, Bijman 2003). Following these bans, European food manufacturers
avolded additional costs of maintaining both GM and non-GM product lines to suit different
markets and followed the ban of GM-products of major European retailers (Kalaitzandonakes,
Bijman 2003). British food retailers, for instance, have largely removed GM ingredients, albeit
with strong variations in the extent of this policy. While some major retailers such as Iceland,
Marks & Spencer or Sainsbury claim to have eliminated GM ingredients from all their own
branded products, other retailers such as Tesco or Safeway follow a more liberal approach and
have reduced GM-containing foods, but claim that they cannot remove all GM products from

the shelves (Jones et al. 2000, p. 444f).

The established retail chains have an important position in shaping organic and GM food
markets for a number of reasons. Precisely because the agrifood sector has become such a
centralized market, both vertically and horizontally, retailers’ market decisions, such as the
sourcing of products, have immediate consequences for the reach and growth prospects of GM
and organic foods. Major retailers overwhelmingly understand alternative foods as an opportunity
to create additional economic rents, i.e. profits (Buck et al. 1997). In effect, retail chains use
branding processes to manipulate terms such as “organic” to refer to new, controversial
meanings with marketable benefits, such as “healthier” or “tastes better” (Buck et al. 1997, p. 12).
To this end, they make use of voluntary labels such as organic, country-of-origin or eco-labels,
giving consumers a “free” choice using general market mechanisms. Some of these labels are
“private labels”, meaning that they brand product lines offered exclusively in the stores of a
particular retailer. Thus, labels allow retailer chains to associate GM and organic foods with
projected benefits in terms of consumer health, production efficiency, product durability, or
reduced environmental harm. This gives them a leading position in providing consumers with
relevant product information, thereby actively exerting an influence on consumption habits (cp.
Section 4). In consequence, it appears highly relevant to scrutinize the effects of private retail
governance in the organic and GM food systems. The following discussion is intended to give a
cursory overview of current retail initiatives relating to private retail governance in the EU and

Asia in these two sectors.

In summary, retail governance does address the growing market of alternative foods. Previous
research indicates that retailers’ marketing and labeling of products have important impacts on
the sustainability of the food system. Important questions regarding regional differences between

countries, burden sharing through the supply chain, and about effectiveness, legitimacy and
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accountability remain grossly under-researched, however. In light of these glaring research gaps,

the following questions appear particularly urgent:

* What are the determinants of retail governance’s influence on alternative foods?

*  Who are the key stakeholders in the supply chain and what are their responsibilities for
monitoring, compliance with, as well as enforcement of, rules with regard to alternative
production processes?

* How do retailers engage in legitimizing and de-legitimizing alternative food products?

6.3 Interaction of Public Governance and Retail Governance of Alternative Foods

Retail governance of alternative food products is closely connected to public governance, because
retailers’ labeling policy is shaped by public regulations. In the case of organic foods, for instance,
scholars found that “[flood labels constitute an instrument which is based upon a public-private
interaction: the state either develops the label or defines the rules for organic food labels to be
implemented by private actors” (Hofer 2004, p. 1506). International, national and more specific
EU regulations set the benchmark for private regulation, which constitute the standards large
retailers need to meet. The subsequent section starts with a discussion of public regulation with

respect to organic food, followed by an overview of how GM food is regulated.

Today, most major economies have established regulation for organic production. In Asia, for
instance, the Chinese legal framework was finalized in 2005 and the Indian National Programme for
Onganic Production (NPOP), which only covers export regulations so far (Huber et al. 2008, p. 591),
was passed in 2001. They have explicitly been formulated in harmony with international
standards such as the Codex or International Federation of Organic Agriculture Movement
(IFOAM) while keeping national requirements in mind. In the case of India, on the basis of
compliance with the National Standards for Organic Production (NSOP), an organic logo and the

trademark “India Organic” can be granted (Department of Commerce 2005).

In the EU, organic farming has been governed by Regulation (EEC) 2092/91 since 1991, which
sets out the rules for production standards, inspection and labeling of food products in response
to increasing consumer demand. A revised version of this regulation, the new Regulation (EC)
83472007 has come into force on 1 January 2009 (European Commission 2007). They are largely
comparable to the basic norms of the IFOAM. However, EU regulations on organic farming,
that pose the basis for national legal frameworks, differ from country to country (Hofer 2004, p.
183f). EU regulation such as the 2004 EU Commission Ewuropean action plan for organic food and
farming leave space for national variation and for EU countries to define autonomously what is
ecological (Bostrom, Klintman 2006; European Commission 2004). Other certified labeling
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associations have the authority to set their own labeling standards. But since the EU’s legal
framework is binding, these associations need to meet this minimum standard. However, “private
standard-setting organization and some governments have long-established standards for organic
production that are more detailed and/or more demanding than the EU Regulation in certain
areas” (Padel et al. 2009, p. 245). A research project on EEC Regulation 2092/91 found, in a
comparison of this regulation with private and national standards, over 30 differences in organic

standards in countries that have a long tradition of organic farming (Padel et al. 2009, p. 249).

Different public requirements have an influence on developing countries as well. The focus of
Asian countries to export organic foods to the US and the EU results in production requirements
shaped by these external conditions. China, which has stringent production requirements, still
needs to be recognized by importing countries. India’s NPOP, which is only applicable to export
goods, has achieved recognition, but still needs to implement legislation for domestic production
and supply chains (Wai 2008, p. 105). Wai highlights that these requirements may not be
appropriate for the production and sector development in the region and cripple the domestic

market with undue stringent production and conformity assessment requirements (Wai 2008).

Turning to GM-food labeling, scholars observe a major difference between countries with
voluntary labeling guidelines and those with mandatory labeling requirements in terms of
coverage and threshold level of ingredients (Gruere, Rao 2007). While there is a large share of
publications on different regulatory environments with regard to organic and GM-policy, there is
a lack of information on and scholarly engagement with the interplay of private regulation

initiatives by large retailers and public standards on organic foods and GM regulation.

The EU regulation of GMOs is based on the principle of risk analysis and follows a ‘zero
tolerance’ approach, which implies a 0.9% threshold for GM presence in foods. The EU has
introduced the first labeling policies for GM food in 1997 and requires information if a food
consists of, contains, or is produced from GMOs, but it does not require this for animal-based
products fed with GM feed. In this case, national labeling policies have evolved as well and differ
widely in “nature, scope, coverage, exceptions, and their degree of enforcement” (Gruéere, Rao
2007, p. 51). Scholars point to the fact that the EU’s labeling requirements of GM foods for food
processors and retailers had the side effect that GM food products have disappeared from the
retail level, because processors have changed the ingredients (Kalaitzandonakes, Bijman 2003).
There is no market for GM-derived food ingredients in the EU, however, retailers are concerned
that they may not be able to maintain their non-GM sources, because producers increasingly use

GM technology (Defra 2009).
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While a large number of developed countries have implemented labeling schemes for GM-foods,
only few developing countries have introduced them so far. China is one of the few countries
that introduced a strict and effective labeling scheme comparable to EU legislation in 2004. While
in Burope retailers and food processors have decided to shun GM products on a general basis,
China is the only country where few labeled GM products are available, since local food
producers use GM soybeans (Gruere, Rao 2007, p. 56). In India, the Central Committee for Food
Standards has only published draft rules to introduce labeling and approval requirements for GM

food so far.

Research has indicated that public and retail governance are closely intertwined when it comes to
the labeling of alternative food products. There is still confusion about the plethora of different
labeling systems in the public and private sector. At the same time, there are signs that different
national context require different retail and public governance engagement. Research needs to
further investigate the relation between public and private governance mechanisms of alternative

foods and investigate:

* What is the relation between public and private labeling schemes for alternative food
products?

* How does public governance influence the marketing and labeling strategies of retailers?

6.4  Conclusion

A review of academic literature and current initiatives in Europe and Asia indicates that retailers
have an important role in the governance of alternative foods. Due to their market and
bargaining power they are able to impact producers as well as consumer relations. The role of
retail governance in this context has received little attention to date, even though the respective
roles of civil society and state actors have been well examined (Padel et al. 2009; Bengtsson,
Klintman 2010). Current initiatives in the EU and Asia indicate though that retailers’ importance
in branding and marketing alternative food products is increasing, especially in contrast to public
governance. Moreover, few — if any — comparative studies on retail alternative food governance,
which transcend a narrow ‘“North” or “South” focus, have been conducted so far. This is
surprising, as current developments in retail markets strongly suggest that the EU and Asia have
different needs with regard to standard setting for alternative food products. What is more, there
appears to be insufficient focus on the interplay between demand and supply side forces, even
though the examples of organic and GM foods clearly show that the connection between the two

matters.
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In sum, although several scholars point to the impact of retailers on the shaping of sustainability,
their influence on producers and consumers has hardly been researched yet. Studies that foster
new insights on the creation of norms by retailers on such societal important issues as
sustainability and food safety are needed in this context. Especially the different social and
political environments in Europe and Asia require an investigation of retailers’ differing role with
regard to sustainability issues. It is important to understand what role retailers play in the organic
and GM food markets and how they influence the sustainability of the agrifood sector more

generally.
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7 Gender

Not all issues could be addressed in this first inquiry. Gender, for instance, is a crucial aspect in
the global agricultural system, whose interaction with retail governance and sustainability requires
further scrutiny. Specifically, there is likely to be male-female variation in terms of (1) needs; (2)
roles; (3) access to resources; and (4) participation in decision making processes. In developing
countries, for instance, women are responsible for 60-80% of food production. In effect, this
means that the working conditions in agriculture and the specific demands placed on
standardized export goods are likely to have important gendered effects. Depending on factors
such as the respective commodity, cultural norms, ownership structures, and education
opportunities, women’s agricultural work can be empowering as well as suppressing (e.g. Lebel et
al. 2009; Lebel et al. 2008). Not only do women play a key role in food production, but more
importantly they are decisive as consumers. As women are often responsible for making choices
on food purchasing and preparation, consumption becomes intimately gendered. An example of
research in this line of inquiry is the question whether gender matters for the local food
movement, i.e. the trend among some consumer groups towards buying food produced in the
region (Little et al. 2009). At the same time, women are often underrepresented in the political-
administrative system, meaning that they are not equally involved in important decision-making
processes. Seeing that both gender and food lie at the core of human existence, then, it appears
clear that the relation between the two, retail governance and sustainability will be multi-faceted

and complex.

The complexity of the linkages can easily be shown with respect to the issue of climate change.
There is an emerging literature that stresses the importance of a gendered perspective on climate
change (UNDP 2009; Lambrou, Piana 2006; Nelson et al. 2002). Clearly, the capacity for climate
change adaptation and mitigation is unequally distributed across different segments of society.
The fundamental assertion of the gender literature is that women, due to factors such as their
social role, discrimination and poverty, are affected differently by climate change compared to
men. Poor women, for instance, are likely to have limited access to resources, restricted rights,
limited mobility and a muted voice in shaping decisions, making them particularly vulnerable
(UNDP 2009, p. ii). By highlighting the effects of climate change on the Millennium
Development Goals, reports show that climate change will magnify existing patterns of
inequality, including gender inequality (LLambrou, Piana 2006; UNDP 2009). For example,

because women are responsible for agricultural production in many places, they will be
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disproportionately affected by droughts, floods, rainfall fluctuations and biodiversity loss.
Similarly, women in sub-Saharan Africa will spend even more time collecting water over huge
distances. In spite of the fact that there is a gender dimension to climate change, women appear
underrepresented in formal decision making procedures and agreements on environmental
governance. As the UNDP reports show, this also holds true for global environmental
governance and the associated agreements, treaties, and frameworks (UNDP 2009). Seeing that
women appear more vulnerable to climate change on the one hand, but have little say in decision-
making on the other, the gender literature urgently calls for a greater inclusion of women. After
all, women are not primarily victims, but can also be agents of change, given their unique

perspective and experience.

What is the connection between gender and retail governance regarding climate change? At the
risk of simplification, women have major responsibilities when it comes to household
management and agricultural production (Lambrou, Piana 2006, p. 13). Seeing this, two impact
channels appear plausible, one focused on consumption behavior, the other on working
conditions in agriculture. Specifically, retailer initiatives aimed at consumer behavior might have
gendered effects. For instance, it is an interesting question whether female consumers pay more
(or less) attention to environmental labels than male shoppers. Research in this line of inquiry
would clarify the effects retail governance has on different consumer segments. This knowledge
might be useful for making (retailer) initiatives aimed at changing consumption behavior more
effective in practice. Second, retailers” GAP schemes shape the everyday working conditions and
practices of farmers and suppliers. Depending on commodity and location, these regulations
might have important gender-specific effects. Generally speaking, the interaction between
commodity, location, and gender in agricultural production is quite complex, and prohibits

generalizations (compare, e.g., a study on Thai fish farming Lebel et al. 2009).

In sum, there is ample reason to believe that there is a major gendered dimension to retail
governance and agrifood sustainability. The role of retail governance has not been given any

attention so far, however, so that research in this field would be both desirable and innovative.
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8 Conclusion

The above discussion aimed to draw attention to relevant sustainability implications of retail
governance and the need for more scientific (and political) attention to them. In pursuit of this
objective, the discussion also provided first insights on the implications of retail governance for
agrifood sustainability. It did so against a background of a dramatic expansion in retail food
governance in the last decades, and the interaction of this development with increasing retail
power as a result of capital concentration at the retail end of the supply chain as well as the
extension of retailers’ control from farm to fork. Moreover, the exploration of the implications of
retail governance for agrifood sustainability considered the contexts provided by the interaction

of private governance with public governance objectives and institutions.

Our discussion focused on four dimensions of sustainability, in particular: sustainable livelithoods,
sustainable lifestyles, climate change, and organic as well as genetically modified food products as
“alternative” foods. With respect to sustainable livelihoods, the inquiry highlighted the highly
ambivalent implications of retail governance for the incomes of (small) farmers, which are yet to
be addressed by most retail standards. The discussion identified conditions under which retail
standards can work to the benefit of small farmers and thereby delineated an important role for
public governance. Finally, the discussion stressed the need for more research on the
determinants of retail governance’s impact on farmer livelihoods in both developing and
developed countries as well as the ways in which public governance can support farmer incomes

in the context of expanding retail governance.

With respect to the sustainability of consumer lifestyles, the inquiry showed the interaction
between lifestyle marketing and consumer behavior to have a potentially substantial impact on
the sustainability of the global agrifood system. Yet, the overall direction of this impact is
ambivalent. As much as retailers may promote organic or high quality own brand products, they
also may promote sweeter and fattier products (perversely, such products tend to be created
particularly for children). In fact, some of the marketing of products as more sustainable has
proven to be mere window dressing. Despite the fact that retailers have an important function as
a link between consumption and production, little research has been conducted on the overall
balance of the promotion of “sustainable lifestyles”. Much more research is needed on the link
between retail governance of sustainable lifestyles both for developing and developed countries,
including both the further development of theoretical frameworks and the gathering of empirical

evidence.
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The link between retail governance and climate change needs much more attention as well. At
this point, we know that an increasing number of retail initiatives address climate change aspects.
Some even have ambitious quantitative targets. At the same time, other retail chains are ignoring
the issue completely. What are the determinants of these differences in behavior and how can we
ensure a comprehensive effort to consider climate change objectives by all retailers? In addition,
the main focus of many retail initiatives is on comparatively “easy”’ measures such as the
improvement of the energy efficiency of stores or the transport fleet. The bigger challenges such
as the overall transport needs of a globalized agrifood system or the energy intensity of food
production often receive little attention. Yet, agrifood data keep reminding us of the large
contribution global agrifood production and consumption make to climate change. Given the
extent to which retail governance is able to restructure the global agrifood system, a better
understanding of how to mobilize its potential contribution to climate change governance is

necessary.

In terms of the governance of alternative foods, the discussion has shown the increasing
importance of branding and marketing alternative food products as an element of retail
governance, especially in contrast to public governance. Given the bargaining power retailers
bring to the table they are able to impact producers as well as consumer relations in this context.
Again, however, the overall role of retailers in this context has not received sufficient attention in
research, even though the respective roles of civil society and state actors have been well
examined. Similar to the questions of sustainable livelihoods, sustainable lifestyles, and climate
change, moreover, research on retail governance’s role with respect to alternative foods will have
to pay particular attention to the differing context in developed and developing countries.
Current developments in retail markets strongly suggest that the EU and Asia have different
needs with regard to standard setting for alternative food products. Likewise, the interplay
between demand and supply side forces needs to be better addressed, as the examples of organic

and GM foods clearly show that the connection between the two matters.

In sum, the impact of retail governance on agrifood sustainability needs further systematic
analysis. After all, retailers have the capacity to influence production conditions, consumer
behavior, as well as their own environmental footprint. They are uniquely placed to promote
agrifood sustainability across the board. At the same time, retail governance takes place in the
context of complex interactions with public governance and societal conditions, including gender
issues. In consequence, we urgently need to conduct research on these complex interactions in
order to derive balanced assessments of retail governance’s impact on agrifood sustainability.

Only with a better understanding of these dynamics can we decide if the pursuit of
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improvements in the sustainability of the global agrifood system can rely on trust in private
voluntary efforts or warrants the governmental imposition of market incentives or regulatory

standards.
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