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focused on producers in the South. The first exgaldheex-antepreparation of a Fair Trade
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in a rathelex-postperspective (Huybrechts, 2005).
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Northern landscape for this PhD thesis. | partidylvished to examine the reality of Fair

Trade organisations in the light of approaches sashhe “social economy” and “social

enterprise”. A large part of my efforts consistdddeepening, articulating, and locating these
approaches in the broader context of organisati@ory. This was a rather sinuous, time-
consuming, but very enriching journey that has duge a lot. Another major part of this work

was of empirical nature. The major motivation foirgy to four different European regions was
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Throughout this work, my fundamental motivationwvédeen twofold. First, | have tried to
show the richness of and the complementarities gntio& diverse practices of Fair Trade, as
well as the translation of these practices intcedie organisational forms. Such a motivation
has partly derived from the fact that, in my vielgir Trade has often been analysed as a
monolithic movement and has been depicted eithsr pesitively—thereby lacking credibility—
or very negatively—thereby bringing exaggeratedps&sm. Showing that Fair Trade is
composed of different visions, practices, and aggional forms inevitably disables such
monolithic descriptions of the “movement” and of iimpact. Second, | have wished to
emphasise how the simultaneous articulation of @ene, social, and political dimensions is
both possible and welcome, in a context in whi@hrttarket logic is increasingly dominant. To
articulate these three dimensions, organisatioctaksiin the Fair Trade sector have developed
innovative organisational models that may servea aource of inspiration for other social
enterprises that combine an economic activity whih pursuit of socio-political missions. The
impact of such models on the success of these anssn this case, the impact on the
producers in the South—is a crucial question. While question is receiving growing attention
in the academic literature, it will not be consetkdirectly in this work. Indeed, in my view,
before any assessment of their social impact, dkeeexistence of these organisational models
and their contribution to proposing alternatives tte dominant model of the capitalist
corporation already constitutes an achievementishaorth studying.



This journey has not been easy. The pitfalls, d&ads, roundabouts and U-turns have been
numerous. The several redirections as well asuhesity to discover new areas of exploration
partly explain why this work combines several tledical approaches, several methods and
several regions. Probably such diversity echoasafhaT Os, as this work aims to demonstrate.
But | hope that the rather complex research desigjrbe welcomed by the reader as suited
and necessary to tackle this complex topic. Inrotards, | will try to show how each part
constitutes a piece that completes the global punzh coherent way.

This work would never have been achieved withoet ¢bntributions of a large number of
people whom | would like to thank. Here is a nomaxstive list:

My jury:

- Jacques Defourny, for his confidence, his frequaaice, his inspiration and his
motivation to pursue this journey until the end awén beyond.

- Francois Pichault, for helping me to structure mgrkv and to consolidate its
foundations by guiding me into the labyrinths afjamisation theory.

- Leonardo Becchetti, for his involvement in the ifial part of this study, his warm
welcome in Rome and our exciting writing collabarat

- Corinne Gendron, for helping me to clarify the naations and the goals of my work,
and to better understand and analyse the Fair Tradement.
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his help in preparing the continuation of my jowyrne
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- Julie Rijpens, for having joined me along the roHwreby making it much more
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all the other past, present and future colleaghes make the CES [KES] such a
wonderful place to work.
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Abstract

For several decades, “Fair Trade OrganisationsO$)Thave set up partnerships with producer
groups in the South and distributed the lattersdpcts through different types of channels in
the North. However, while pioneers in the earlyrgeaere relatively homogeneous (nonprofit
organisations relying on voluntary work and sellitgough “worldshops”), organisational
diversity has increased tremendously in recent g¢jmecluding other types of legal forms,
architectures, and governance models (volunteezehamanager-based, multi-stakeholder,
etc.). As a result, different categories of FTOws remexist in the sector with diverse missions
and strategies. Since FT is clearly a multidimemsi@oncept, entailing economic, social and
political dimensions, the diversity of organisatbmorms allow different ways of articulating
these dimensions. Such an articulation throughipéarms has been suggested by previous
concepts that can be related to FT, such as caomesathe social economy, the solidarity-
based economy, and, more recently, social entetpfise latter is particularly useful as an
umbrella concept that embraces the diverse typ&€3 O and accounts for their use of market
mechanisms to pursue social change.

This research first aims to explore and to strecteTOs’ organisational diversity. For that
purpose, | interviewed the managers of 57 FTOgur £uropean regions: Belgium, France
(Rhéne-Alpes), the United Kingdom (England) andyli@ome). Based on the combinations
of different elements of the organisational fornhighlight five categories: individual FTOs;

entrepreneurial, business-form FTOs; volunteer4baS€0s; multi-stakeholder cooperative
FTOs; and group structures. Although certain “e@utlFTOs do not fall neatly in one of these
categories, the latter seem relatively homogenaaddistinct from each other.

The second question examines the factors or fdiwaslead FTOs to adopt particular and
diverse organisational forms. Using sociological asonomic “new institutional” approaches,
| explore the influence of a number of factors be brganisational form: age, size, region,
goals, activities, resources, and leaders’ proff@em an economic standpoint, organisational
diversity may be explained by the fact that FTOsndb all produce the same types of goods
when practicing FT. Thus, FTOs will adopt the orngational form that minimises their

transaction costs in the production of particulands. From a sociological standpoint, the
analysis suggests that weak and sometimes confjictnstitutional pressures explain

organisational diversity. Indeed, uniformity is lted (within certain generations of FTOs or in
particular regions), although there is a domineend toward a stronger business orientation.

The third question examines how organisationalraatethin FTOs contribute to and interpret
organisational diversity. Looking at six cases ®f05 covering the different types of forms, |
highlight the strategic role of certain organisa#b actors as “institutional entrepreneurs”
capable of influencing the environment in a wayt tegitimises their own organisational form
and secures their access to crucial resources.straiggic analysis allows for a more dynamic
and interactionist view of the organisational forover time. Finally, as a fourth question, |
look at how the articulation of the three dimensianay lead to tensions, and how these
tensions are being dealt with in each type of FTO.
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Introduction

Among the recent initiatives that promote more aghiand sustainable production and
consumption modes, Fair Trade (FT) is probably ofethe fastest growing and most
promising ones. Although the sales of FT productsiot exceed 0.02% of the total trade in the
world, their sizé and growth ratemake them much more than an anecdotic phenomenon
(Krier, 2005; Nicholls & Opal, 2005). The econonaictivity is a central element of FT, but it

is not the only one. Indeed, the very concept ofpfFdsents trade as a means to achieve the
social mission of supporting small-scale produaethe South. And, beyond such support, FT
also aims to educate citizens and lobby governmamtiscorporations to make international
trading rules and practices fairer. From a conadpstandpoint, these three elements can be
seen as three dimensions inherent in FT: an ecan@nsocial and a political one.

With the development of FT, and patrticularly itsdimstreaming”, including the participation
of corporations at the different levels of the Figict, the initial homogeneity of the FT sector
in terms of providers of FT goods but also of cansts and supporters has evolved toward a
growing diversity. Even among Fair Trade Organwai (FTOs)-broadly defined as
organisations totally devoted to dealing with FToducts—there has been an increasing
diversification of the landscape. A fundamentalidivhas been opposing “pragmatist” and
“radical” visions of FT (e.g., Renard, 2003). Theagmatic vision puts the emphasis on
increasing the FT market share to have more impad¢he producers in the South. It is worth
noting that several pioneer FTOs have adapted #teicture and functioning to collaborate
and to compete with corporate players; new FTOg ladso be launched specifically to address
mainstream markefsThe more radical vision sees FT mainly ast@ol‘ for modifying the
dominant economic mode(Renard, 2003:91). While selling FT products mpbprtant to
support the producers, it is, in the first pla¢de toncretisation of a broader political project
aiming to transform the international trading rulasd practices. A merely quantitative
extension of FT is viewed as a threat to this fiansational aim.

Typical descriptions of the FT movement associa¢edrganisations dealing with labelled food
products (FLO) to the pragmatic vision and those working witmdiiaraft products (many of
which are members of IFAT-WFT¥®to the radical vision. Of course, the realityrisch more
complex and, between these two caricatural posfiomost participants to FT are situated
along a whole continuum of visions and practicesrddver, the latest years have brought new
debates and thus new divides among FTOs, which mmade the landscape more complex and

! Fair Trade sales reached $900 million worldwide2@®3 (Nicholls & Opal, 2005), and 660 million esrm

Europe in 2004 (Krier, 2005); market shares ramgmfl or 2% for several products up to 20% for @efin the
UK and even 50% for bananas in Switzerland (K2&05;2008) .

230 to 40% annual growth for products labeled biytfeale Labelling Organisations International (FLOF, in

short, FLO; figures based on the annual reports 2601 to 2008).

? Retail, transformation, import, and also produttitndeed, while FT initially aimed only at the prmers
grouped into self-owned structures, such as cotipesa it progressively allowed corporate typegadduction,
such as plantations, to get labeled.

4 A good example is the British FT coffee compangfélirect”.

® Fairtrade Labeling Organizations International.

® Initially “International Federation for Alternag/Trade”, now “World Fair Trade Organization”.



challenged the picture based only on a “pragmeddical” divide. This is even truer insofar as,
for several years, new actors have emerged witlttsiires and visions that do not necessarily
fit into the existing categorisations. As a consaye, we can observe a rich “organisational
diversity” in the FT sector.

Instead of examining the streams that compose Fihatmovement's level, | am rather
interested in examining how individual organisatiomvolved in FT deal with the
multidimensional-economic, social, and politicaltuma of this activity. Indeed, in my view,
each organisation has to cope with these three ndilmies and articulate them to a certain
extent into its practices and structure. This naagllto implicit or explicit tensions.

Research on Fair Trade

Simultaneously to the commercial success of faidged products, research on FT btarted to
develop from the end of the 1990s. A large parthef initial work was rather descriptive,
presenting the principles and actors of FT. From eélrly 2000s, several books have been
written to digest the knowledge gathered on divéssaes surrounding FT (e.g., Nicholls &
Opal, 2005, Raynoldst al, 2007). In my view, most of the academic work oh ¢an be
categorised along four main issues. The first ooesists of global analyses of the FT
movementoften as a social movement, looking at its evofuaind its challenges, with a focus
on the changes and possible paradoxes induced imgtne@ming (e.g., Charlieat al, 2007;
Gendronet al, 2009a; Hira & Ferrie, 2006; Low & Davenport, 2060B100re, 2004; Raynolds
et al, 2007; Renard, 2003). The second category inclahedyses of theonceptof FT,
typically in the light of orthodox and/or heterodegzonomic theory (e.g., Becchetti & Adriani,
2002; Hayes, 2006; Maseland & de Vaal, 2002; Sieken & Jaenichen, 2007; Zehner, 2002).
The third issue, which has developed under the isepof FT practitioners, is thmpactof FT

on producers in the South (e.g., Bayketyal, 2000; Hopkins, 2000; Lake & Howe, 1998;
Ronchi, 2000; 2002; Utting, 2009). Finally, a fdurhajor topic is that oEonsumerstheir
profile, their buying behaviour and the marketitrgitggies aiming to increase FT consumption
(e.g., Becchetti & Rosati, 2005; De Pelsmaaieal, 2005; Mooreet al, 2006; Nicholls, 2002;
Nicholls & Alexander, 2007). But there are obvigustany other issues that are dealt with in
the literature on FT, which is evolving very fast.

In my view, while there has been a lot of work ba two extremes of the FT chain—producers
and consumers—, the intermediaries of the chaimlynBTOs in the Nortf, have received less

attention. | do not mean that there has not begnnamk on FTOs. Indeed, most work on FT
involves, at a certain moment and to a certain réxtenalising FTOs. For instance, most
impact studies start by examining the standpointhefimporting FTO (e.g., Lake & Howe,

1998); several consumer studies start by descriBi@s’ marketing strategies (e.g., Doherty
& Tranchell, 2007); and any analysis of the FT seess a whole requires commenting on the

" For a more complete review of the FT literatues for instance, Lemay (2007).

8 In part of the literature on FT, and more broanifydevelopment, the terms “North” and “South” retierthe
geopolitical division of the world between, respesly and broadly speaking, “developed” and “depéahg”
countries.
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role of a number of key FTOs. Nevertheless, taki@s themselves as the central object of
investigation is less common. As Davies and Cra2@03:80) observe,there has been
virtually no academic research focusing on the enmntation of fair trade principles in [FT]
companies These authors provide an interesting study dricat decision-making in the
British FTO Divine Chocolate. Moore and his colleag take the case of FTOs to illustrate
SMESs’ responsible business practices (Moage al, forthcoming). Nicholls (2005;
forthcoming) cites a number of studies on differeids of management in FTOs, including,
besides marketing: strategy, operations, and feaRimally, several case studies focus on the
description of particular FTOs, often the largestl anost famous ones (e.g., Hervieux, 2008;
Otero, 2007; Tadros & Malo, 2002).

Still, in my view, the study of the structure anghdtioning of FTOs is a much under-
researched issue. The reason might be that thgaaisations are supposed to link the demand
(consumers) and the supply-side (producers) uneeige criteria fixed by the FT label or by a
FT network to which they belong (Davies & CraneQ20 But as there is much latitude in this
regard, the implementation of these criteria iglifko depend on the nature and the vision of
the FTOs. Different types of FTOs have been hidgitéd in the context of more global
descriptions of the movement (e.g., Becchetti & bheghts, 2008; Diaz Pedregal, 2007;
Raynolds & Long, 2007). However, most of these lyges are based on general observations
of the sector; they assume particular goals oonssion the sole basis of the legal form or
discourse and often lack a systematic and in-dep#ervation of FTOs. The same goes for
studies that examine FTOs under the light of otinganisational concepts such as cooperatives
(Crowell & Reed, 2009; Develtere & Pollet, 2009)¢isl enterprise (Huybrechts & Defourny,
2008) or the social economy (Ponceadetl, 2005). As FTOs are far from being “black boxes”
that conduct FT activities in a homogeneous way, tather, have very diverse structures,
objectives and ways of functioning, it seems im@trtto understand the extent of and the
reasons for such heterogeneity. This is the maal gbthe present study, which focuses on
organisational forms of FTOs and thus takes thegestive of organisation theoty.

Focus and structure of the work

This work examines to what extent the diversitfriFOs’ organisational forms may be linked
to the multidimensional (economic, social and/ofitwal) nature of FT. This general
interrogation is translated into more focused resequestions, which will be introduced more
in detail in the first chapter. Let me already n@mtthese questions. First, since there are
virtually no typologies focused on FTOs, it is nesary to look ahow organisational diversity

in FT can be structured and categorisé@l, empirical question). Secondly, the reasons
explaining organisational diversity must be bettederstood. This question may be answered
using either an external, explanatory perspectwieaf factors push FTOs to adopt diverse
organisational forms?- Q2a), or an internal, interactionist perspect{t®@ what extent do
organisational actors contribute to and interpraganisational diversity? Q2b). A third key
question is to explorevhether FTOs experience tensions between the ehitfelimensions of

° It is worth noting that, in Nicholls and Opal’sO@5) and Nicholls’ (forthcoming) description of thab-fields of
management research in FTOs, the perspective ahiza@tion theory is still missing.
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FT, and how these tensions are managed throughdithe¥se types of organisational forms

(Q3).

This work is articulated around eight chaptersthe first chapter, | start by describing and
defining FT and FTOs. The FT concept is examined éecomposed into an economic, a
social, and a political dimension. Such a multidasienal nature is not new. Indeed, other
concepts and initiatives to which FT, and, morecsjally FTOs, can be affiliated, highlight
specific ways for organisations to combine theseehdimensions, suggesting that such
combination requires—or is better achieved throggRkeific organisational forms. Among these
concepts, that of social enterprise seems partlgud@equate to describe the diverse types of
FTOs. This chapter serves as a general backgrourideobasis of which the questions of this
work can be formulated.

The second chapter then builds the theoreticaldations on which the analyses rely. These
foundations draw on several “contemporary” theosdti approaches: economic new
institutionalism, sociological new institutionalismesource dependence theory and institutional
entrepreneurship. | examine the convergences awmdrgginces between these different
approaches and see to what extent each of themhelpyme to bring elements of answers to
the questions. While the first two approaches atleer “deterministic”, the last two approaches
are rather “interactionist”. In terms of researalestions, such a distinction results in two
different ways of understanding the reasons thed IETOs to adopt diverse forms (questions
2a and 2b). The distinction between these two @uest and between the corresponding
theoretical approaches, is also translated intindismethodologies. The third chapter justifies
and details the use of two methods: on the one,hataetviews with the managers of 57 FTOs
from four European regions and, on the other haade studies on eight of these FTOs. The
history and current configurations of FT in eachhs regions are also described and compared
as a background to the field study.

The fourth chapter is devoted to categorising FTOganisational forms (Q1). Different
elements of the organisational form are first pnésé and categorised separately: the legal
form, the architecture and the governance modkkn combine these three elements through a
global taxonomy. | describe the different categoobtained from this exercise and look at the
possible evolution of FTOs from one category totheo In the fifth chapter, | present a
number of relationships between, on the one haariiMes suggested by both neo-institutional
approaches (age, size, country, resources, gaa)sagid, on the other hand, the categories of
organisational forms. This chapter thus servesma%mpirical pool” for the interpretations
developed in the two subsequent chapters.

The sixth chapter focuses @tonomicnew institutionalism, for which organisational ritg
constitute institutional arrangements that allownanber of costs to be minimised. The
configuration of these costs will depend on vaealduch as the FTOs’ goals and activities,
resource, and age, as well as the types of stadkefsainvolved in their foundation. The second
institutionalist chapter (the seventh chapter)asdal orsociologicalnew institutionalism and

Is articulated along two key dimensions: a hist@drione and a geographical one. In this

17



perspective, FTOs’ organisational forms will beuehced by isomorphic pressures depending
on the time of their creation and on their location

Finally, the eighth chapter departs from the casdias to examine how organisational actors
concretely shape the form of their FTO, give a nrgamo it and use it as a strategic tool to
gain power and promote particular visions of FTclBuisions lead to specific articulations of
the economic, social, and political dimensionsjcaldtions which may lead to specific
tensions in each type of form (see Q3). The taxgnaswell as the possible succession of the
categories are revisited on the basis of thestegitainsights.

In fact, the whole structure can be depicted thinoilng following table. The first three chapters
set the basis for the work, through defining amétihg the research questions, the theoretical
approaches and the methodologies. Then, the sutisegbapters bring the empirical and
theoretical contributions announced in the firseéhchapters.

Table 1: General structure of this work

How does organisational diversity
relate to the multidimensional nature of FT?
How do the diverse organisational forms allow tald&ith the
Chapter 1: How can possible tensions between the three dimensions?(Q3)
General organisational
background to dlversny be What are the reasons that lead FTOs to adopt deverges of
the research categorised? organisational forms?(Q2)
questions (QL) 9 '
e
Economic & sociological new Institutional entrepreneurship &
) institutionalism resource dependence theory
Chapter 2:
, To what extent do
Theoretical / What external factors push oo .
) organisational actors contribute
framework FTOs to adopt diverse di ' ational
organisational forms?(Q2a) to and interpret organisationa
' diversity?(Q2b)
Chapter 3: .
Methodology Taxonomy Sample Case studies
Resul Chapter 4 Chapter 5
esults (taxonomy) (descriptive findings)
Chapter 6 Chapter 8 (strategic, power-
(economic analysis) based perspective)
Discussion Chapter 7
(sociological analysis)
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Chapter 1 — Fair Trade: a multidimensional concepiand practice

In this first chapter, | examine the history anch@ept of Fair Trade (FT) as well as its links

with other concepts and initiatives that have irepiit. | interpret FT as being composed of
three interrelated dimensions: an economic onegcalsone and a political one. Such a

distinction is fundamental throughout this work.sBd on the presentation of concepts and
initiatives related to FT, | introduce the importanof organisational forms and progressively
uncover the basic intuition of this work, i.e., thlae multidimensional nature of FT is key in

understanding the diversity of FTOs’ organisatidoais.

1. Historical and institutional review of the FT movenent®°

Most authors situate the origins of the FT movemast after the Second World War, with
experimental initiatives of import and distributioh handicraft, led by NGOs and charitable
organisations with a religious background (e.gaZ¥edregal, 2007; Moore, 2004; Nicholls &
Opal, 2005; Raynoldst al, 2007). The most often mentioned initiatives indWOxfam UK,
SOS Wereldhandel in the Netherlands, the Mennddéetral Committee (MCC—later “Ten
Thousand Villages”), Self-Help Crafts program irethlS, as well as the Church of the
Brethren’s Sales Exchange for Refugee Rehabilitaimd Vocation (SERRV) program (also in
the US). A number of authors describe these inrgatas successive waves having inspired
FT, together with the cooperative movement (Genattoal, 2009a). The various names used
to refer to these initiatives—charity trade, sdliyatrade, developmental trade, alternative
trade, etc.—each emphasised a particular dimeri@endronet al, 2009a; Low & Davenport,
2005b). “Charity trade” emphasised the charitabtgds that were often inherent in religious
groups during that period (Low & Davenport, 2005t9olidarity trade” had a more political
meaning; trading was considered as a means to duppumucers from countries excluded
from the international trading arena (socialist roies at the time, such as Cuba, Nicaragua
and Vietnam). “Developmental trade” focused on tmsistance provided by NGOs to
producers in the production and exportation preeess

While several authors locate the birth of FT insthénitiatives, others highlight the striking
differences that distinguish them from the curr@nactice of FT. Often, these trading
initiatives were punctual and constituted only aabBrmpart of the NGOs’ activities (Anderson,
2009b; Tallontire, 2000). Moreover, the producersose products were sold, were not
necessarily those who were basically supportechbyNGOs (Gendroet al, 2009b). Finally,
contrarily to a common view on these initiativesbaig “non-commercial” and “partnership-
based”, Anderson (2009b) emphasises how Oxfam UK aher “pioneers” organised such
trading in order to generate profits and thus reesrfor the developmental activities.

%1 the growing literature on FT, much attentios heen devoted to the origins and the evolutioRTofmy aim
here is to provide a brief summary of the storg, filill account of which can be found, for instarioeRaynoldset
al. (2007), Diaz-Pedregal (2007) or Gendmnal. (2009). For a more critical review of the “ususdrg”, see
Anderson (2009a; 2009b).
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According to Anderson (2009b), it is only in the708 that fair trading partnerships were set
up as a model with explicit rules and that orgaiosa were created specifically for this
purpose. These organisations were called “altaradtading organisations” (ATOs)a“name
stemming from the early days of Fair Trade wheagfseemed too weak a description of the
vision that these companies Ha#loore, 2004:76). Products were sold through wshiops
and voluntary networks. After two decades of practand rule-setting, a first steépof
institutionalisation and consolidation was achievedthe late 1980s with the creation of
several international networks (Crowell & Reed, 200iaz Pedregal, 2007; Moore, 2004;
Raynolds & Long, 2007). In Europe, the largest kanpers (CTM in Italy, Gepa in Germany,
Oxfam in the UK and in Belgium, etc.) joined togatin the European Fair Trade Association
(EFTA) in 1987. Two years later, the Internatio@deration for Alternative Tralfewas
launched; it gathered producer organisations, itep®rand worldshops in a worldwide
network. The international networks formalised tiractices of the ATOs, which had been
active for several years or decades.

It is at that same period that labeling initiatisggpeared, starting in the late 1980s with “Max
Havelaar®® in the Netherlands. Labeling rules were set upiamdemented through different
“national initiatives”. These initiatives joinedgether into “Fairtrade Labeling Organisations
International” (FLO or FLO-I) in 1997. Most acadesiand practitioners agree on the fact that
the emergence of labeling brought a fundamentahghan the evolution of FT (Mooret al,
2006; Raynolds & Long, 2007; Reed, 2009). Indedw, possibility of having products
recognised as meeting the FT standards by an ekieertifying body and not by the importer
(or distributor) itself, as it was the case pregiguvith ATOs, opened the door of the FT sector
to any type of company. Mainstream businesses,udinol) supermarkets and food
multinationals, started selling FT products, whielulted in a huge increase in the volume of
FT sales but also in debates about the possibletitth” of FT. Much of the literature on FT
has been analising the consequences of mainstrgaonirthe FT movement (Mooret al,
2006; Nicholls & Opal, 2005; Raynolds & Wilkinsa2007).

The formalisation of the international networks dhd emergence of labeling constituted two
steps of institutionalisation during the late 198period that can thus be seen as a crucial
“momentum” in the FT movement (e.g., Gendsadral, 2009a; Raynolds & Long, 2007; Reed,

2009). Following the distinction relayed by Gendeord her colleagues (2009a), while the first
institutionalisation step was a rather “politicathe, the second step was closer to an
“economic one”. This concretised into two distribut strategies: the historical, “alternative”

one, consisting of worldshops and volunteer netaogad the mainstream one, consisting of

1 Several authors (e.g., Nicholls & Opal, 2005) ideisthe initiatives previously referred to as “dhatrade” as
constituting the “first wave” of FT. Without neglaty the contribution of these previous initiatives FT, |
consider the rise of ATOs in the 1970s as the fimicretisation of FT as we know it nowadays (Asdar
2009b; Gendroet al, 2009a).

12| ater changed into “International Fair Trade Asatien” and finally “World Fair Trade Organisatioiri 2009.
'3 In Edouard Douwes Dekker'’s (“Multatuli’) books, “M Havelaar” is the name of a fictive hero who ke
defense of small-scale tea producers in Dutch oedon
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supermarkets and other non-specialised shops.dorigmon in the practi¢é and in the FT
literature to divide the movement into two main fgs”, “poles” or “spheres” according to
these two distribution strategies (e.g., Gendr@®©4b; Moore, 2004; Nicholls & Opal, 2005;
Raynoldset al, 2007; Renard, 2003).

The first wing, “integrated FT”, is carried mairiby craft producers and importers and is often
associated with a “radical”, “political” or “idealic” vision of FT, embodied by a large part of
the pioneers grouped in the WFTO network as welhasther local networks of worldshops
(e.g., NEWS—-Network of European World Shops), imipgrFTOs (e.g., EFTA in Europe) and
WFTO-member producer organisations (COFTA in Afrid&AT-LA in Latin America, AFTF

in Asia) (e.g., Gendron, 2004a; LeClair, 2002; Rdga & Long, 2007; Renard, 2003). WFTO
differentiates itself from the FLO labeling modeh warious aspects. First, it boasts its
membership, the majority of which is composed afdpicers, and its democratic functioning,
to claim a stronger representation and thus legitynRaynolds & Long, 2007). Secondly, it
has developed a more demanding definition of FEetan a trust relationship rather than on
standardised control (e.g., Wilkinson, 2007). Sufifierentiation has translated into the
development, in 2004, of an own certification schemamely the “Fair Trade Organisation
Mark”. The “FTO Mark” applies to organisations raththan products and aims to help
consumers and FT supporters identify tire¢ Fair Trade organisations’ 100% dedicated to
FT and complying with standards that include fasseithin the organisation (e.g., democratic
decision-making) and involvement in education atibaacy.

The second wing, “labeled FT”, mainly deals wittodoproduct¥® and is associated with a
more commercial or “pragmatic” vision of FT (e.@piaz Pedregal, 2007; Gendraat al,
2009a; Renard, 2003). The focus here is on expgrtiem FT market as the main strategy to
improve the producers’ livelihoods. The rise amgitimmacy of the labeling sphere is linked to
several factors. Crowell and Reed (2007) point that several NGOs and FTOs have
supported the development of labeling and mainstreg beyond labelers themselves.
Moreover, it is often suggested that most prodocganisations have welcomed positively the
perspective of reaching the mainstream and thersbgeasing their production volumes.
Although producers’ visions are far from homogersef@iemay, 2007; Poncelet al, 2005),
the latter's assumed positive attitude toward niegasning is a key argument put forth by
labelers and mainstream supporters to justify thtieategy (Low & Davenport, 2005a).

Despite their diverging orientations, these two ggirand visions of FT dialogue with each
other at the institutional level through “FINE” The goal of FINE is to maintain a minimal
consensus around FT principles and orientationstl&i purpose, a common definition was
established in 1999, revised in 2001 and complbted “Charter of FT principles” in 2009

14 E.g., http://www.wfto.com/index.php?option=com_docmand&tadoc_download&gid=612viewed on May 1,
2009.

13 |FAT (now “WFTO”) website www.ifat.org), viewed on April 21, 2007. Italic is mine.

16 Non-food products labelled by FLO are few at tiige (e.g. cotton or roses) but are likely to expanthe
future.

" FINE is an informal network set up in 1998 anchgaing the four main Fair Trade umbrella organisaiof
the time:FLO, IFAT, NEWS! andEFTA.
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(see next section). Beyond the definition of FTmajor issue for the four international
networks constituting FINE is advocacy. In order doordinate the advocacy activities,
particularly toward the European Union, FINE createe “Fair Trade Advocacy Office”
(FTAO)'®in Brussels in 2004.

In my view, while the “two-wing picture” of FT isectainly still useful and reveals a
fundamental tension in the FT movement (e.g., Wdkn, 2007), it has become insufficient to
capture the whole diversity and complexity of therent FT landscape (Ozcaglar-Toulo@te
al., forthcoming). Certain authors call for a “recdiation” of the two “wings” or “visions”
(e.g., Gendroret al, 2009a; Nicholls, forthcoming). As Wilkinson staité€2007:220),[iln
spite of the more obvious tensions, there are atsxpected synergies and, it is, precisely, the
multifaceted nature of the movement that has adeoufor its success to datd-urthermore,
recent work also brings nuances to the distincti@tween them, observing that several
organisations and supply chains are based on bdtribdtion strategies (Ballet &
Carimentrand, 2008; Wilkinson, 2007). For instarnidaidcraft in the UK or Oxfam Fair Trade
in Belgium sell their products—some of which aréelad, and others not—both through
specialised channels (worldshops, catalogues,atd.through supermarkets. In the same way,
some businesses launched by pioneer FTOs themsedueb as Cafédirect or Divine
Chocolate, have a strong positioning in the magastr market while at the same time being
WFTO members and being partially owned by FT pienéPavies & Crane, 2003; Doherty &
Tranchell, 2007).

The distinction between the two spheres seems legsmadequate when considering the local
level (Ozcaglar-Toulouset al, forthcoming). The most striking feature is thaveral new
specialised businesses are emerging, selling rmaidd FT products through a variety of
channels, some of which can be “mainstream” (B2Bessafor instance), and others,
“specialised”. In recent years, many small busiessgve engaged in a “100% FT” practice
without belonging to one of the traditional FT ®yat (Ozcaglar-Toulouss al, forthcoming):
they constitute what some start calling a “third Wwave” or third institutionalisation—the first
wave being the pioneers and the second being Fdlingband mainstreaming (Poos, 2008).
These new companies have often established linkks athher FTOs leading to the emergence
of local “bottom-up” networks that cannot be captuithrough the classical distinction in terms
of “wings”. Before exploring the current organisatal landscape, let me define and analyse
the concept of FT as well as that of FTO.

18 www.fairtrade-advocacy.org

194100%" is generally understood in a flexible sensensidering that many FT retailers also includeas of
products that are not strictly speaking FT butdallthe same principles (local FT, products fromialoeconomy
networks, etc.).
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2. Fair Trade and Fair Trade Organisations

2.1. Fair Trade as a multidimensional concept

The definition developed by FINE, which is basedactonsensus among several FT networks,
is the one that is most commonly used in practict ia the academic literature (e.g., Moore,
2004):

Fair Trade is a trading partnership, based on d@e, transparency and respect, that seeks
greater equity in international trade. It contritagt to sustainable development by offering
better trading conditions to, and securing the tggbf, marginalised producers and workers -

especially in the South. Fair Trade organisatiobadked by consumers) are engaged actively
in supporting producers, awareness raising andampaigning for changes in the rules and

practice of conventional international trade.

A first draft of this definition was written in 1991t focused on producers (not on workers) and
insisted on FT as being an “alternative” to conimral trade. The evolution of the definition
toward a less radical standpoint was seen by sena® adaptation of FTafmed at making it
more palatable to corporatioNgCrowell & Reed, 2009:148). In 2009, FLO and WW&#TO
completed the definition of FT thanks to a comm@érter of Fair Trade principleé®. The
goal was to be more explicit about the implemeatadbf FT through the two types of supply
chains embodied by the two networks. Besides thiersient of a common vision of FT and a
comparison with the ILO standafdsfive core principles were identified and detailethrket
access for marginalised producers, sustainableeguitable trading relationships, capacity
building and empowerment, consumer awareness gaiaimd advocacy, and long-term
commitment fn the context of a social constrii¢as stated in the Charter).

Since the FINE definition and the charter of pnobes result from compromises among
different approaches to FT, they remain relativggneral, allowing for a wide range of
interpretations and practices. What clearly appeatbese definitions is that FT is a highly
multidimensional concefft which is made of paradoxes (e.g., Ozcaglar-Toaloeis al,
forthcoming; Renard, 2003; Schumperli YounossiadD6). The study of these paradoxes,
which | will examine at the organisational leveist requires to define more precisely the three
dimensions and the elements that they entail. tingigish: producer support (the ultimate
goal); trade (the mean to achieve this goal); ahdatation, regulation, and advocacy (the action
in the broader contexd®

Producer support

20 http://www.fairtrade-advocacy.org/images/chartetfadeprinciples.pdfviewed on April 20, 2009.

L International Labour Office. FT standards aimamplete ILO standards, which are considered asihanum
basis for any trading relationshi

22 Different expressions in the FINE definition reflethis multidimensional character: “market access”
“sustainable and equitable trading partnershipguity in international trade”, “sustainable devetmmt”, “better
trading conditions”, “securing rights”, “raising aveness and campaigning”, etc.

23 1t is worth noting that other authors identify ébrsimilar dimensions, albeit with other names ¢Radregal,
2007)
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FT aims to practice trade under conditions that“tag” for producers, in order to support

them beyond what they would obtain from a tradgiotrading exchange. These conditions
constitute the core of the FT concept: fair prisegial premium, pre-financing, provision of

market access, long-term relationship, etc. (Mo2684; Nicholls & Opal, 2005; Raynolds &

Wilkinson, 2007). Such tools are supposed to ortaet trading relationship in a way that

genuinely improves the livelihoods of the produdershe South. The content and the impact
of producer support may, however, vary across FE®sn when a label aims to homogenize
practices’

The ambition of fairness in FT partnerships cancbesidered in my view as a social
dimension. By “social”, | mean that FT aims to seev/specific category of people considered
as “disadvantage@. In other words, an FTO aims, at least as onesofjoals, to provide
benefits to people who would normally not—or veityld—enjoy the fruits of its economic
activity. The idea of improving the livelihoods oértain producers in the South is central to
FT, and FTOs’ practices and decisions are oftefifipes in the light of this central goal
(Davies & Crane, 2003). It is mainly through thewcial mission that FTOs distinguish
themselves from traditional businesses. The impodaf producer support does not mean that
this is the only social dimension of FT. FTOs maglsto give employment to low-skilled
people or to provide ethical products to poor comsts in the North. But producers in the
South are generally the primary declared benefasaof FTOs’ activities. Specific to FT,
compared to development projects, is the idea ofymg the social aim through an economic
partnership with these producé®s.

Trade

Trade refers to all the market activities (imptransformation, distribution), which are similar
to those carried out by any company. Albeit “falFTOs are running trade and using market
mechanisms: FT as a whole relies on the marketheewee its social goals (Nicholls & Opal,
2005). The positioning of trade within the overstitategy of FTOs, however, can vary on a
continuum between “trade as a means” and “tragegmsal” (Gendron, 2004b).

Such a trading activity can be described as tha@oa@ dimension of FT. It is often used to
distinguish FT from traditional charity or developnt cooperation initiatives. However, there
is much confusion about the term “economic”. Indeedhe broad sense, “economic” refers to
the production of goods and services, which dogsaoessarily take the form of trade. In a
more restricted sense, “economic” refers to thekataprinciple, which can be identified as one

24 The main Fair Trade label is managed by FLO amdiegpto most food products (coffee, bananas,.€8ugh a
label guarantees the respect of a range of son@leavironmental standards, beyond which FTOs r@e to
bring additional producer-oriented benefits. TheltsStandards” developed by “Cafédirect”, a BritiSh coffee
company, are an example of such benefits. In th& sector, where no product-related label existsvihere
WFTO proposes a certification system for FTOs, posd support practices are also heterogeneous aRTQg.
% The FT practice and literature also use the netioh “marginalised” or “small” (see Lemay, 2007 far
discussion of these notions).

% To differentiate FT from ethical labels in whickarp of the sales are donated to social projectshiing
producer organisations, FT operators and netwoditks anderline the fact that in FT, the social neisds rooted
in the economic partnership itself, through therpegt of a fair price and a long-term relationship.
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type of economic principle, drawing on the workRaflanyi (1944), as will be analysed further
in this chapter. In this work, “economic” is undexxd in the light of the market principle,
concretised by the trading activity in the cas&®f Nicholls and Cho (2006) suggest a number
of concrete elements to characterise the markehtation: risk-taking, cost recovery, efficient
deployment of resources, strategic operations, Eh@ importance of the market in the
discourse and practice of FT has increased stranghe last years, which has resulted in vivid
debates about the relationships of FT actors wainstream market players (Gendron, 2004b;
Raynoldset al, 2007; Renard, 2003).

Although both the “fairness” and “trade” dimensioaie intertwined in the practice of FT
partnerships with producers in the South, they bwgistinguished from a conceptual point of
view. This dual nature is observed by most autidrs have studied the FT movement, albeit
with other name$&’ As we will see further, the combination of economind social dimensions
also lies at the heart of other movements or cascdjmese two dimensions, however, are not
sufficient to describe the scope of the FT con@mt practice, because they leave aside the
political dimension, which, in my view, is inherantthe FT project and translates concretely
into education, regulation and advocacy.

Education, regulation, and advocacy

At the origins of FT, there is the intent of cregtia new regulation framework for commercial
exchanges. The creation of such a framework, itgimoous adaptation, and its promotion in
front of national and international public auth@stis a fundamental element of FT that | call
regulation. Closely linked to regulation is the adacy work undertaken by FTOs, networks
and support structures and aimed not only at puhltborities but also at corporations. It may
be the denunciation of unethical trading practiaed rules, and/or the promotion of FT as a
source of inspiration to raise the global ethi¢ahdards. Education is slightly different from—
although closely linked to—advocacy in the sense thaims individual citizens/consumers.

Education campaigns are intended to change consumpiabits toward FT and, more

generally, toward more respect for people and lier énvironment. They are different from

marketing campaigns if they do not aim to promate organisation’s specific products but
rather to foster such global change in consumesisabiour. In my view, education, regulation

and advocacy have mainly a political focus: theppae here is not so much to support
particular producer communities, but to influenioce broader economic system. It is in fact the
translation of the “fairness” dimension at the naal@vel, with the goal of transforming the

context of international trade by scaling up thegdfifhciples.

Like “economic” and “social”, the term “politicalis also ambiguous. Insofar as managers,
employees and other actors seek power, have dimfligoals and compete for resources,
every organisation entails a “political” dimensian, the broad sense of the term (see for
instance Mintzberg, 1985). Moreover, in every tingdorganisation, from the small company to

" FT is seen as located, for instance, between “etagnd “solidarity” (Poncelegt al, 2005), or between “social
movement” and “business” (Raynolds & Long, 2007).
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the multinational corporation, there is virtualllways a political intent of influencing the
context in a more favourable way, which may includessting in lobbying and regulation.

By naming this the “political” dimension in a morestricted sense, | follow authors such as
Laville and Eme (1994; 2003), themselves influenbgdPolanyi (1944) and Mauss (1950).
While these authors’ approach to the political disien in the context of the “solidarity-based
economy” will be detailed in the specific sectiaB,3et me mention at this stage that | use the
term “political” to refer to the ambition of socatchange inherent in FT. The “political” goals
and activities are those that explicitly aim to mfpa the society by influencing consumption
habits and making international trading rules anacfices more favourable for small-scale
producers in the South. In my view, these goals aritv/ities may take three, interrelated
forms: educating and informing citizens about thentext, rules, and consequences of
international trade and the economic system in gé&nebbying public and private institutions
and advocating for fairer trade (either directlyindirectly, for instance through campaigns,
writing, conferences etc.); and participating te tformulation of new rules for trading
relationships (in the context of FT but also aimédther economic and political actors).

The three dimensions can be viewed as the thressexfg triangle:

Figure 2: The FT triangle

Political
Education, regulation, &
advocacy
Economic Social
Trade Producer support

In fact, similar distinctions between the econonsiacial, and/or political dimensions can be
found in other concepts and initiatives, as will scussed further. Moreover, with the
increasingly central attention paid to sustainat@eelopment, against the standards of which
FT is sometimes evaluated (e.g., Bisailleinal, 2005b; Le Velly, 2009), the environmental
dimension is often added to the economic and sacriak to constitute the so-called “triple
bottom line” (economic, social, and environmentane could thus wonder why the
environmental dimension is absent from my analy§le first reason is that the initial FT
project did not explicitty mention the protectiori thhe environment in its missions (Diaz
Pedregal, 2007). Such a concern became progressinale present in FTOs’ practice and
discourse, together with the emergence of the arglvod and sustainable development
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movements. The second and more fundamental reastiati protecting the environment is a
transversal concern that can be included, for me&taboth in the social dimension (through
criteria concerning clean production and transgortditions) and in the political dimension
(through the promotion of trading rules and pradiovhich are more respectful of the
environment).

Three observations should immediately be made atheutlistinction and characterisation of
the dimensions. The first is that each of theseadsions is ambivalent: there is no single way
of conceiving and applying the economic, social potitical dimensions. Organisations may
for instance, develop political visions that areally incompatible. The remainder of this work
will try to take such ambivalence into account (B@einstance, Nicholls and Cho’s discussion
of the social mission further in this chapter). T9exond observation is that FT hierarchises
these three dimensions. In particular, the econ@uiiwity is presented as a tool to serve the
socialgoal. | purposively chose the term “dimension” to aveitth a vision that could lead to
idealising or simplifying FT. Indeed, a criticalew should include the possibility, for instance,
to see FT partnerships used as a “social’ tooktweseconomic or political goals. Thirdly, it
should be noted that these three dimensions dreutlifto distinguish from each other, as they
are often combined both in theory and in practi@ee could thus wonder why | try to separate
them, instead of describing their combination tigtoparticular visions of FT. As | mentioned
previously in this chapter, most FT authors wouhdieed, describe the “pragmatist” vision of
FT as one that emphasises the extension of theoetoractivity as a vehicle to pursue the
social mission, and the “radical” vision as onet tbanditions the type of economic activity
pursued and embeds the latter in a broader pdlgrcgect. | do not follow this path because |
am interested in the micro, organisational perspectrather than in the macro, field
perspectivé® In other words, | do not wish to examine indivil& Os based only on their
“affiliation” in terms of international networks awn their distribution strategies. My work
rather follows Gendroret al. (2009b:190, my translation) who suggest thaaif Trade is
translated into chains, structures and organisasidhat are far more numerous and varied
than what a simplistic analysis [...] restricted teetsole labels [and networks] grouped within
FINE might sugge&t Rather than restricting FT to its most institutalised components, |
prefer to fecognise the plurality of practices likely to urigethe Fair Trade project in the
context of a dialogue between pioneer and newcoarganisations (Gendron et al,
2009b:191, my translation; see also Sarrazin-Bjt20e9).

This requires deconstructing the global visionsetigyed on FT into their elementary building
blocks, in order to see how individual FTOs readdenthese blocks in their practice and
through their organisational form. While the globaions inevitably influence all individual
FTOs (“top-down” perspective), as we will see ferthn this work, it is important, in a
“bottom-up” perspective, to leave the building ecseparate at this stage. Considering these
dimensions as necessarily intertwined and compléamgmwould, furthermore, neglect both the
fundamental tensions that may appear among thenthamdifferences among FTOs in the way
in which they balance and combine them. Severdloastidentify FT as being simultaneously

%8 |n this regard, | do not agree with Nicholls (fartbming) when he suggests that most of the researd¢fl has
followed a micro rather than a macro perspectivelitarature review of FT would suggest the oppasit
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“in the market” and to a certain extent “against tharket” (Fridell, 2003; Le Velly, 2004;
Renard, 2003). This inevitably leads to a tensioithie sense that FTOs wish to use market
mechanisms as a tool to increase their social impat at the same time promote a political
project that questions the functioning of the mark¢hile this and other tensions have been at
the center of numerous analyses of the FT movemersectof® (Bisaillon et al, 2005b;
Haynes, 2006; Schimperli Younossian, 2006), a kestipn that has only little be examined
is the way in which the three dimensions and thierent tensions are manageithin each
individual FTQ In order to focus on the organisational levelmuist first define which
organisations | consider as “FTOs”.

2.2. Fair Trade Organisations

Originally, as previously mentioned, pioneer FTOsraevreferred to as “alternative trading
organisations”. This term, however, is less and lesed, simply because the term “alternative
trade” has been replaced by that of “fair tradetirbbver, certain organisations that recognised
themselves as such (including, in Europe, moshefhistorical importers members of EFTA)
have become less “alternative”, and both the fevatbetween “ATOs” and “businesses” and
the historical distribution of roles between imp@&irOs) and distribution (worldshops) have
become increasingly blurred. However, several asth@.g., Nicholls and Opal, 2005;
Raynoldset al., 2007; Wilkinson, 2007), consider that the notidnAd O is still useful to
distinguish 100% FT companies from corporation®imed only to some extent in FT. Such a
“100% commitment” to FT is also central for Restdal. (forthcoming) when they define “FT
businesses”.

Reed, Nicholl® and their co-authors propose a second discrimmigaglement: FTOs are
engaged in education and advocacy. This mightrid@d to the FINE definition, which ends
by stating: Fair Trade organisations (backed by consumers) argaged actively in
supporting producers, awareness raising and in caigmng for changes in the rules and
practice of conventional international tradeBut this definition of FTOs insistenly on
education and advocacy, thereby referring to thelevlmange of structures supporting FT
(networks, NGOs, labelers, etc.) rather than todiganisations and businesses engaged in a
trading activity. Contrarily to this perspective fdllow the World Fair Trade Organisation
(WFTO) that defines FTOs a®rganizations directly engaged in Fair Trade thrbutheir
trading activity.>! In other words, it is thus the “100% FT” commitrhevithin the trading
activity that characterises FTOs, rather than tHermal involvement in education and
advocacy. Indeed, such an involvement is difficalapprehend and is not a matter of “yes or
no”. Moreover, what does “active engagement” mdao?he organisations need to set up their
own campaigns? Is it sufficient to relay campaigfe, instance, in a shop? Do the

29 Sociological perspectives rather use the term ‘@ngant”, while economic and managerial analysesspidiak

of “sector”. | will use each term according to tuntext, as well as that of “field”, which is maneutral.

%0 If we assume that Nicholls and Opal’s (2005) desion of “ATOs” can be extended to that of “FTOs”.

31 hittp://www.wfto.com/index.php?option=com_contentgkaview&id=153&Itemid=186&lang=en viewed on
September 13, 2009. This excludes the organisatmus networks that are only engaged in promoting an
advocating for FT from the scope of this study. Wik consider these structures as major stakehsldéFTOs,
but not as FTOs themselves.
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organisations need to be members of a network? Whirk suggests that the elements that
constitute the political dimension of FT are présém varying extents, in all FTOs, and that
there is a continuum of involvement. The followicigapters and case analyses will shed more
light on this continuum.

Both Nicholls and Opal (2005), and Reetdal. (forthcoming) each propose a third criterion,
but not the same one. The former consider that iabel exists for the products, the
organisation should have it on its products, wiiie latter suggest that FT businesses are
characterised by personal relationships with thedpcers. These two criteria are not
unambiguous. The first one leaves aside the rarigerganisations that, for financial or
ideological reasons, have no labels on their prisduc France, for instance, certain FT shops
consider that the FLO label is a very low ethicahigintee and prefer not to bear it. In Italy,
most of the products (including food) sold by thenger FTOs are not labeled. Without
judging the adequacy of bearing a label or noshibuld be acknowledged that labeling is a
highly political process, entailing a range of native issues, on the basis of which | do not
wish to discriminate between FTOs. While the cuaterof a personal relationship with
producers proposed by Reetal. is interesting, the notion of personal relatiopsisi, again,
subject to debate. Indeed, large FTOs that havimgrahips with a high number of producer
groups do not always have direct and regular pats@hationships with these groups, either
because of time constraints, or because the FTI@®meintermediate structures (other FTOs,
corporations, NGOs, local networks, etc.).

To summarise, the “100% FT” commitment seems thetreolid criterion that | identify from
the analysis of these authors. This correspondietgreviously mentioned WFTO definition,
as well as to that proposed in the Charter of Riidjrles—brganisations of which Fair Trade
is part of their mission and constitutes the cofetheir objectives and activitigs, if we
consider that “Fair Trade” involves a trading aitjivat one or several steps of the FT supply
chain in the North: import, transformation, wholesaetail and/or labeling/certification. Reed
et al. (forthcoming) describe these organisations ash&dinessesDavies and Crane (2003)
speak of FTcompaniesDoherty and Tranchell (2007) refer to B@cial enterprisesas does
the title of this work, following the subsequentabsis of FTOs as social enterprises (in this
chapter). At this stage, however, | prefer to fall&rier (2005; 2008) and Moore and his
colleagues (forthcoming) who refer to Bifganisations which seems the most encompassing,
generic and neutral terfi. This work thus focuses on organisations totallyaged in
economic transactions with fairly traded godtidhe notion “fairly traded” is often, but not
always, recognised by a label, a certificationher participation in a network. The third chapter
will detail how | have operationalised this defioit to constitute the sample.

%2 Indeed, all FTOs do not identify themselves assihesses”, “companies” or “social enterprises”;@mofithem
would contest, however, its status of “organisdtidiioreover, this term fits better to the theoretiapproaches
used in the context of “organisation theory” (segtrchapter).

% This excludes the organisations and networksataonly engaged in promoting and advocating forfien
the scope of this study. | will consider these cites as major stakeholders of FTOs, but not a®sFT
themselves.
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Taking distance with—while not ignoring—the presodivisions of the FT movement into
wings or poles leaves us with a wide range of dearrganisations, which | would like to
categorise. Several categorisations have been sedpoy academics and practitiorférdut
with diverging definitions of FTOs and differentsdriminating criteria (e.g., Charliet al,
2007; Diaz Pedregal, 2007; Raynolds & Long, 200atr&in-Biteye, 2009). Often, the latter
refer to the supposed logics, goals or prioritieghe different types of FTOs. It is also worth
noting that several authors, on the contrary, a@rskFTOs as a relatively homogeneous group
when looking at the broader economic landscape Ifie@002), or at specific “ethical” fields
such as corporate social responsibility (Moeteal, forthcoming) or ethical consumption
(Nicholls, forthcoming).

Regarding the existing categorisations of FTOs ctir@ribution | would like to make through
this work is twofold. First, | would like to categse FTOs on the basis of their organisational
form only, and then link these forms to other Vialea such as age, goals, resources, country,
etc. Such an approach would be innovative insadgoravious categorisations have tended to
automatically infer FTOs’ goals and priorities frgparticular legal forms or affiliations to
networks. Second, most of the existing categoasatiare typologies, constitut@dpriori on

the basis of a general knowledge of the field (dgcchetti & Huybrechts, 2008; Reetlal,
forthcoming). Taxonomies, i.e., classifications dzthson the observation of a number of
organisations and their subsequent grouping integoaies, are still needed to capture the
apparent complexity and diversity within the FTidi¢an interesting exception is provided by
Sarrazin-Biteye, 2009).

3. Fair Trade Organisations in a broader context: roos and affiliations

FT is certainly not the first concept trying to eecile economic activity, social purpose and
political involvement. FT can be seen as one ofldbest of a series of ideas and experiments
that stem back to the origins of humanity. It iportant, thus, to place FT (and FTOs) in a
broader context, linking it to the concepts andiatives that have inspired it. The scope of this
work does not allow me to mention all these coreapt initiatives and to compare them all to
FT. I will not deepen, in this context, previougsiens of FT, such as charitable and solidarity
trade (Gendroret al, 2009a; Low & Davenport, 2005b). Nor will | compaFT with more
general trends such as sustainable developmentBesgillonet al, 2005a; Le Velly, 2009) or
corporate social responsibility (CSR) (e.g., SmB08), which lie beyond the scope of this
work. | will focus here on four notions and movensenhat have proposed innovative
organisational models and practices to combine @uoar) social and political dimensions: the
cooperative movement, the social economy, the aafjdbased economy and social
enterprise. These are partly overlapping concapdsnaovements, which have influenced each
other, while also influencing—and, in turn, beingfluienced by-the emergence and
development of the FT movement.

% See also certain field publications (e.g., Kr2g05).
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3.1. Cooperative movement

3.1.1. Definition and principles

A cooperative is defined by the International Caafiee Alliancé® as ‘an autonomous
association of persons united voluntarily to méeirt common economic, social, and cultural
needs and aspirations through a jointly-owned aathdcratically-controlled enterpriseThe
origins of the cooperative movement are generailysitlered to date back to the™@entury,
with thinkers such as Robert Owen and several plang initiatives, the most famous being
the Rochdale Society of Equitable Pioneers, founddd44.

From an economic standpoint, cooperatives are esmnarganisations owned by their “users”
(e.g., Hansmann, 1999; Platteau, 1987). For instanonsumer cooperatives differ from
mainstream shops in that the consumers are alsmathers. However, unlike shareholders in a
traditional business, members of a cooperativeal@njoy an unlimited profit distribution and
have a voting power not linked to the shares thelg-most cooperatives apply the “one
member, one vote” principle (ICA, 1996). From aisqmlitical standpoint, cooperatives may
be seen as constituting a social movement thahistsrically aimed to challenge the dominant
capitalist logics, with a mixed success (for recamlyses, see for instance Reed & McMurtry,
2009; Schneibergt al, 2008).

3.1.2. Fair Trade and cooperatives

Several principles of FT (fair price, economic denagy, suppression of intermediates, etc.)
have been directly inspired by the cooperative giplies (Gendroret al, 2009a). The term
“Fair Trade” was even used to characterise thargacklationships among cooperatives since
the 19" century (Anderson, 2009a; Develtere & Pollet, 20@Gowell and Reed (2009) see FT
as a model for international cooperation among eoajves. Develtere and Pollet (2005)
identify a number of convergences between FT aaddoperative movemerniter alia:

- both notions were initially conceived to particpan alternatives to the dominant
capitalist model, while at the same time beinggraéed in the market;

- equitable income is central in both concepts;

- in both cases, the economic activity serves—oeastlcoexists with—social and political
purposes;

- both cooperatives and FTOs try to balance ethitaidards, on the one hand, and
survival in a competitive market environment, oe tther.

However, while FT focuses on North-South partngashcooperatives may be active at the
local or at the international level. Moreover, vehliT locates fairness mainly at the level of the
producers in the South and not necessarily withil©$; cooperative principles are applied
mainly for the members within the organisations aod necessarily at the suppliers’ level
(except in producer cooperatives where the mendrerthe suppliers).

% http://www.ica.coop/coop/principles.htmviewed on April 18, 2008.
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In practice, the FT movement includes numerous eadves (Anderson, 2009a; Crowell &
Reed, 2009; Develtere & Pollet, 2005). In the Sphistorically, the producer groups involved
in FT partnerships have often been cooperativésagh many other forms are observed. The
proportion of cooperatives has decreased partigulsince the acceptance by FLO of
plantations—i.e., not producer-owned companies—+asluging partners (Crowell & Reed,
2009). In the North, the cooperative form was chdsg several FTOs, especially in the 1980s
and 1990s (Crowell & Reed, 2009), part of whichotlgh pioneer nonprofit FTOs wishing to
reinforce their economic dimension.

The promotion of the cooperative form obviously hgsolitical content. As in the case of FT,
there is the intent of scaling up the cooperatideai and having its values pervade the
traditional business world. Concretely, the coofpegaprinciples focus on educating members
to the cooperative ideal and on empowering themveNReless, in many countries, the
evolution of cooperatives toward a stronger busirfesus has seemed to dilute the political
and educational dynamics (Monaci & Caselli, 20@5@rtain cooperatives have become very
business-like, while others have been bought oydsusiness corporations (e.g., in the retalil
and banking sectors). Yet, some authors suggesteVen in these cases, the cooperative form
still constitutes an alternative to the dominanpitzdist model (Reed & McMurtry, 2009),
especially when the business is backed by a citim@vement (Vienney, 1997). The
commercial evolution of FT might be seen as sintbavhat happened for cooperatives, in that
the challenges of maintaining the original spetifiof the concept and the debates that have
opposed radical and pragmatist streams of actoesguite similar. Such debates will also be
commented upon in subsequent sections on the san@lsolidarity-based economy. In
conclusion, the FT and cooperative movements hawehrm common, both conceptually and
in practice. Nevertheless, FT is more than juse-aatualisation of the cooperative idea. It
integrated itself in and was inspired by more glom@vements seeking to ally economic
activity and social and/or societal goals.

3.2. The social economy

3.2.1. Definition and principles

The social economy has been partly inspired byctimperative movement, which constitutes
one of its major components (Defourny & Develter®@99). Another major component is that
of “nonprofit organisations”, around which a whos#tream of literature has emerged,
particularly in the US (for a literature reviewgesir instance Anheier, 2005; Steinberg, 2006).
The social economy refers to a wider range of asgdions, located between the public sector
and the private business sector. The specificity sbcial economy organisation e ‘provide

services to its members or to a wider community] aot serve as a tool in the service of
capital investment [...]The generation of a surplus is therefore a meangrtviding a

service, not the main driving force behind the eeoit activity (Defourny et al, 2000:16). It

is possible to define the social economy eithesugh a legal/institutional approach, including
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all the organisations with an associative, cooperabr mutual forr®, or through a normative
approach, emphasising the values common to thegmisations (Defourny, 2001; Defourny
& Develtere, 1999). The definition co-constructeg dcademics, field operators and public
authorities in the Walloon region (CWES, 1990, a¢item Defourny & Develtere, 1999)
combines both approaches:

The social economy is composed of associationgpetatves and mutuals whose
activities are guided by the following principles:

e placing service to its members or to the commuatigad of profit;

e autonomous management;

* ademocratic decision-making process;

» the primacy of people and work over capital in dngribution of revenues.

The Charter of Principles of the Social Economynpoted by the European Standing
Conference on Cooperatives, Mutual Societies, Aasons and Foundations (CEP-CMAF)
extends this definition by adding an emphasis didaaty and sustainable development as
guiding values (Chavez & Monzdn Campos, 2007). dteyems to be a broad consensus on
the general meaning of the social economy in thmt®s and regions where the term is used,
l.e., in Latin Europe, Scandinavia, Canada, UK arahy other parts of the world (Chavez &
Monzon Campos, 2007; Defourny & Develtere, 1999heW it comes to circumscribing the
field of the social economy, however, there areedjing possible interpretations. We can
particularly highlight the distinction between oheoad and several narrower views of the
social economy. In a broad perspective, the secahomy is referred to as the “Third Sector”
that is located between the state and the priviateptofit” world (Anheier & Seibel, 1990;
Defourny & Monz6on Campos, 1992). This third seatmcompasses a very wide range of
organisations, including all types of private nafjir organisations (nonprofit hospitals,
schools, museums, sport clubs, NGOs, etc.), cobpesamutuals and foundations. Although
these organisations do not necessarily recognesadelves as “social economy” organisations
(but rather, for instance, as a “hospital” or a $®um”), they share the four previously
mentioned criteria in common.

In a narrow sense, however, the social economgrigetmes restricted to a range of sectors in
which the organisations generally do recognise Hadwes as belonging to the social economy.
In such a context, the term “social economy” isdus® designate the nonprofit, cooperative
and mutual organisations engaged in a commerciatket-based activity (“economy” being

restricted to the production of goods and servited can be exchanged on the market).
Chavez and Monzon (2007) refer to this as the “miadt business sub-sector of the social
economy”. Market-oriented actors often share thasrawer view and are reluctant to be
included in the same category as “non-market” aggdions such as NGOs and social action
associations, but the narrowing may also be caoseadinforced by public authorities. It is

striking to observe how the definition of the sb@aonomy differs according to the specific

% A fourth legal form, recently added, is that ofifmations.
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attributions and philosophy of the politicians wiish to support it. For instance, the Walloon
minister of economy has long supported only soe@nomy initiatives with a commercial

content’ In Flanders, the social economy has traditionaélgn restricted to the integration of
handicapped or low-skilled people. Such a focusmonk integration also characterised the
financial support brought to the social economythy European Union in the context of the
EQUAL program. In other cases, though, public suppo recognition embraced the larger
view of the social econonty.

3.2.2. Fair Trade and the social economy

In both the broad and the narrow view, FT can bkell to the social economyhtough the
nature and the goals of the main organisations thave launched 'it (Gendron et al,
2009h:128, my translation). Reed and his colleagioethcoming) consider that organisations
totally devoted to FT and engaged in advocacy acessarily social economy organisations.
FT is regularly presented as one of the social @ynfields of activities, besides recycling,
work integration, microfinance efé With the growing success of FT and the need tabéish
partnerships among movements with similar aimsjas@conomy networks are increasing
their efforts to collaborate with and include FT&sd to promote the link between the two
concepts. This is especially observed, for instamcérench-speaking Belgium and Canada,
through, respectively, the networks “Solidarité ddgernatives Wallonnes et Bruxelloises”
(SAW-B)*® and “Chantier de I'économie sociale” However, little work examines the
conceptual convergences between the two concefd&snfas can be found, for instance, in
Lévesque, 2004; Poncelett al, 2005). As suggested by Gendron and her colleagues
(2009h:129, my translation)the integration of FT actors in the movement of soeial
economy is more often an intuitive approximaticantthe result of an in-depth analysis of the
respective natures of FT and the social ecorfobgt me thus examine the four elements of
the definition of the social economy from the samidt of Northern FTO#?

Placing service to the members or the communityadled profit is central in the initial FT
project. The payment of a fair price, completedab¥#T premium and by prefinancing, can
theoretically be seen as a transfer to the produmiethe potential profit that would be realised
by FTOs if the products were bought at market gria@d conditions. Such a transfer is
confirmed, for instance, for small-scale handicrafbhere a systematic “loss of profitability”
has been observed among FTOs (SAW-B, 2008). Thatsih is quite different, however, for
other categories such as food or garments, whereaRbe very profitable. In this context, the
first criterion of the social economy is crucial distinguish FTOs from most mainstream
market players who have accepted to join FT onltheoextent that it would not compromise

37 “Economie sociale marchande”.

% For instance, the “Chantier de I'économie sociiteQuébec (from the nineties up to now), the natsoh of the
European Parliament (1997), the recent Walloorslation (2008), etc.

% Listings including FT are often observed in boaks reports mapping the social economy (e.g. Defoerr al,
1999; Chavez & Monzén, 2007) or in public recogmitschemes, for instance, that of the Walloon re(@008).
“0 After having coordinated a report on FT handic(a@08), SAW-B initiated and hosted the “BelgiarirFaade
Federation” (BFTF) during the process of its ciaati

“! The “Chantier” organises an annual “Fair of soe@nomy and fair trade” (Gendrehal, 2009b).

“2 For analyses of FT producer groups as social engrganisations, see for instance, Ponaatlel. (2005).
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their profitability (Smith, 2008). In many casesles of FT products allowed corporations to
increase their profits by capturing ethical constgsneeady to pay a higher price, and making
them loyal. In such case, the transfer of valuthéoproducer is exclusively due to the higher
prices paid by the consumers, and not to the catjpms’ commitment to reduce their profits
to serve the community. Moreover, while the soe@nomy forms adopted by pioneer FTOs
made it difficult—if not impossible—for them to hava primarily profit-making aim, the
adoption of classical business forms relaxed sucbnatraint. Nevertheless, it is reasonable to
assume, unless the remainder of this work provesfiposite, that businesses totally devoted
to FT are not seeking to make profit at the expenls@ther operators along the chain,
particularly producers. Such a criterion is explycmentioned by the WFTO and by several
local networks gathering FTOs, as we will see ferrth

The second criterion, namely the autonomy of tlgawisations toward other actors, typically
the state, is generally observed in Northern FT®ile states have been increasingly
interested in recognising and promoting'#and have been involved in the creation of certain
FTOS$" examples of FTOs controlled by public authorities scarce.

Thirdly, the democratic decision-making process wagntral element in the initial FT project
and in the organisational forms of pioneer FTOgeemlly through the involvement of
volunteers™ Again, the participation of corporations, in thentext of mainstreaming, and the
creation of FTOs under forms that do not impose atgatic decision-making, lessened the
importance of economic democracy. While democragyromoted at the producers’ level, it is
not a requirement within Northern FTOs, which aeefto integrate or not the principles of FT
into their own governance (Davies & Crane, 2003ndsenet al, 2009b). At the movement’s
level, economic democracy has been a driving placbf IFAT/WFTCO®, but it has not
always been a priority in FLO, which has led to&df criticism?’

Finally, the primacy of people and work over cdpitathe distribution of revenues can be
examined in the same way as for the first criteribime fair price and the other mechanisms

43 Legislation on FT has been developed in Franceisnd preparation in Belgium and Italy. The Eurape
Commission officially recognised FT, first in a Z@Statement, and recently through a more comptateraent,
issued on May 5, 2009http://trade.ec.europa.eu/doclib/docs/2009/maybitad43089.pdf The European
parliament adopted a resolution in favour of FR@0D6. A key element in the public support to FThis setting
up of public procurement policies favouring FT. Bles the different national initiatives, EFTA imited the “Fair
Procura” project (now “Buy Fairwww.buyfair.org to share practices and develop legal justificetidor
preferences to FT in the context of public tendEnsally, the development of FT towns and countriegiated in
the UK and later replicated in Europe through tRaiftrade Towns in Europe” EU-funded program, oacrete
example of public involvement in FT.

“4 For example Twin and Soli'gren, patronised bypeesively, the Greater London Council (1985) areldty of
Grenoble (2005).

51 will come back to the link between democracy aollintary work, particularly in the seventh chapte

% In which all members, from the North and the Splitve equal voting rights, leading to much conbyl
producer groups, who represent the majority ofrtieenbers.

" See for instance, Gonzalez and Doppler (20060allyi only national labeling initiatives particped in FLO.
Producer groups were later associated with thenitiefi of the labeling criteria. In December 20@8er a two-
year reformation process, FLO formulated a newtesg including a governance model that gives great
representation to producer groups, organised eetleontinental networks. Producers now represeattird of
FLO’s Board membersh{tp://www.fairtrade.net/how we_are run.htiklay 27, 2009).
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inherent in FT precisely aim at giving primacy togucers and to their work in the distribution
of revenues. Of course, other intermediates befrefih the revenues of FT according to the
type of supply chain, and some of them are remtingraapital rather than work: transporters,
retailers, transformation companies (for instaieechocolate, cosmetics, garments, etc.), etc.
While the FTOs—possibly helped by labelers—are ssggp to guarantee that a significant part
of the value is transferred to producers, actuattres are diverse and the interpretation of
“primacy” is subjective. At the organisational I&venly FTOs with nonprofit and cooperative
forms formally impede giving primacy to the remuateon of capital. Even in business-form
FTOs, however, as we will see further, there doets seem to be a distribution of high
dividends: on the contrary, most of the FTOs segbretstruggling to break even.

In conclusion, although it would be scientificalytbious to generalise at this stage, | may
suggest that three out of the four principles @f sbcial economy seem to be followed by the
majority of FTOs: autonomy, service to the commyaitead of profit, and primacy of people
and work over capital in the distribution of revesuThese two last criteria may differentiate
most FTOs from traditional businesses. Economicateaty, however, does not seem central
in all FTOs, especially the newer ones. The renairad this work will help to clarify this
basic observation. While nonprofit and cooperatorens (juridical/institutional approach) tend
to favour the respect of all four principles of thacial economy (normative approach), these
forms are (1) not an absolute guarantee that tineiples are effectively implemented, and (2)
not the exclusive depositories of a social econdyrnamic. We thus tend to follow Reed and
his colleagues when they suggest that 100% FT @a@ons are naturally close to the social
economy-with the nuance that the democracy critdaads not to be met as often as the other
three criteria.

The four principles of the social economy saydittlbout the political dimension. In fact, we
can find the same diversity in this regard in bexhial economy and FT—a constant that can be
found in most of the “alternatives” embodied by ttiéferent concepts presented in this
section. On the one side, there are the “idealists'radicals”, who want to build a genuine
alternative and who aim to impose its rules onvthele economic system on the long term. On
the other side, there are the “pragmatists” ordmaists”, who try to change the economic
system from the inside. FTOs belonging to the séaategory seem less active in education
and advocacy than those belonging to the first bnethey may nevertheless also be involved
in the political dimension. As already mentionddthus seems important not to confine the
“political” dimension of FT only to the more radi@mponents of the movement.

3.3. The solidarity-based economy

3.3.1. Principles

The concept of solidarity-based economy is clos¢éh&d of social economy but it adopts a
slightly different perspective. Rather than consitea number of legal forms and governance
principles that put people ahead of profit, thehatg adopting the solidarity-based economy
approach insist on the citizen roots of the ecowomitiatives and on their political role of
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democratisation (Eme & Laville, 1994; Evers & L&®jl2004; Laville, 1994; 2003). These
authors suggest that solidarity-based organisatieméroduce the political dimension in the
very heart of the economic activity. Through theation of “public spaces” of citizen
participatiorf®, decision-making in the economic domain is sutedittto a political
deliberation. Solidarity-based organisations emdrgen a “co-construction” of supply and
demand. The integration of beneficiaries and o#ftekeholders in the very design of the
production of goods and services is thus partitulzentral in this approach.

The “embeddedness” of the economic activity in@ader socio-political project exceeding the
sole market logic is borrowed from Mauss (1950) Bothnyi (1944), together with the notion
of “hybridisation” of market, reciprocity and rettibution logics (Laville, 1994). These are
three of the economic principles distinguished mfaRyi’'s economic theory (1944). The
market principle fefers to the matching of supply and demand fordgoand services with a
view to exchange, facilitated by a price-settingchamisni (Laville & Nyssens, 2001:324).
Unlike the two other principles, the market prifeis based on contractual relationships and
is not necessarily embedded in the social systeraré=: Laville, 2004). Redistribution ighe
principle on the basis of which the results of prcitbn are handed over to a central authority
responsible for managing’i{Evers & Laville, 2004:17). Such a central auibpors typically
the state, but it may also be non-state institstiffor instance, private foundations). Finally,
reciprocity is ‘an original non-contractual principle of economict@n in which the social
link is more important than the goods exchariggét/ers & Laville, 2004:18); it is a specific
type of spontaneous giving and counter-giving meidm constituting & complex mix of
selflessness and self-interedtaville & Nyssens, 2001:324).

Polanyi’'s work is based on a historical perspectite analyses various combinations of the
three logics throughout history, with the markegito initially confined to specific spheres of
economic life, progressively imposing itself updme tother spheres. In the contemporary
economy, while the three logics remain presenty tieve been prioritised in the following
way: the market principle is considered as primaggdistribution as supplementary, and
reciprocity as residual (Evers & Laville, 2004).li8arity-based economy initiatives try to
reconcile these three principles through an ecoo@utivity embedded in logics of reciprocity
and redistribution, with a strong emphasis on swoitgd and political involvement. For that
purpose, these initiatives tend to “hybridise” éiint goals as well as different resources, from
the market (sales), the state (subsidies) andghers of reciprocity (through gifts, voluntary
work etc.). In this sense, the solidarity-basedneowy is not a clear-cut “sector” but rather a
hybridisation of different economic principles. ®hgh taking into account the reciprocity
principle, rather than only the state and the mtapkmciples, when characterising economic
organisations with social and political goals, fudidarity-based economy puts forth a whole
range of citizen initiatives that are not—or nobpgerly—covered by the social economy
approach (Gardin, 2006). Hybridisation is presemi®a tool that allows organisations to resist
the trends toward institutional isomorphism, itee progressive attraction by and resemblance
to one of the three poles, particularly the mar&et the state. It is through a constant

“8 The concept of “public space” was inspired by Hatses (1974; 1992) and Giddens (1994), cited in llsxgind
Nyssens (2001).
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combination of goals and resources that soliddoétyed organisations manage to preserve their
specificities (Evers & Laville, 2004; Laville & Ngens, 2001). The authors of the solidarity-
based economy suggest, nevertheless, that the wcatian of the three economic principles
may involve tensions within and around these omggiuns (Evers, 1995). These tensions
should be examined in the specific case of FTOs.

3.3.2. Fair Trade and the solidarity-based economy

FTOs offer an interesting example of “co-constmuctiof the supply by diverse “demand-side”
stakeholders. We can indeed consider most of FigDisders and workers as people who were
themselves interested in the provision of FT in different dimensions: economic (as
consumers of FT products), social and political ¢éizens desiring a fairer trading system).
The hybridisation of goals and the re-embeddinghef economic activity in a wider socio-
political project lie at the heart of the initial Eoncept (see, for instance, Auroi & Yepez del
Castillo, 2006; Bisaillonet al, 2005b). The combination of economic, social aoditipal
dimensions that | have highlighted is borrowed fritn@ same intuition of re-embedding of the
economic activity in a socio-political context. Ngtheless, the three dimensions that | have
identified are different from the three types obomic principles.

Indeed, the social dimension of FT, although iteelon certain logics of redistribution, is
specific to each partnership and is thus not cksgih(only the basic principles are common to
all FTOs). This is thus quite different from thelistributing role of a central authority such as
the state, as emphasised in the solidarity-basadoety. Moreover, while certain FTOs aim to
establish a direct relationship of reciprocity beéw producers and consumers, the FT
principles and practices have often tended to des@roducers as the beneficiaries of FT,
thereby distancing themselves from the principleradiprocity and from the idea of co-
construction of supply and demand. Indeed, despéelose partnerships established between
certain FTOs and producer groups, the FT conceptbean designed in the North, and it is
only recently that producers have been associatédancertain extent with the definition of
the rules and criteria of FT (Gendrenal, 2009b; Gonzélez & Doppler, 2008).

The goal of “political transformation” devoted twet solidarity-based economy (Laville, 2003)
is close to my definition of the political dimensiof FT. But, in a certain sense, Laville and
his colleagues go further by suggesting that sugbolitical transformation can only be
achieved through “public spaces” for citizen papition within the organisations. These
public spaces are concretely visible, for instatimeugh worldshops in which the purchase of
FT products takes place within a social relatiopdbetween the volunteers and the customers
and within a broader political project. This prdjeelies partly on reciprocity resources, such
as voluntary work and donations. My definition gfofitical”, however, is less demanding in
the sense that it rather considers what the FT@gibate than how they do it. Indeed, there
are several ways of participating to the politipabject of societal change inherent in FT.
While certain FTOs, as we will see, shape their patitical vision internally through citizen
participation, others may participate to it, fost@nce, in the context of networks, without

“9 For about a decade in WFTO, and much more recenthe case of FLO.
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necessarily opening “public spaces” within theirnoarganisation. The focus on the political
role advocated by the supporters of a solidarityeldaapproach sounds very appealing to the
FTOs with a strong political involvement. In Frarared in Italy, many of these FTOs claim to
belong to the solidarity-based economy. The Mingavork, which will be described further,
gathers FTOs and other organisations involved acdll FT” in what they call a “solidarity-
based network”. Politically involved FTOs identifgemselves all the more easily with the
solidarity-based economy that, unlike the socianeeny, does not suppose-at least in their
view—particular legal forms. This concept is thuslivitted to small FTOs with a business
legal form but with a strong political project—aglie case for most members of Minga.

Finally, as already mentioned, what | have defiasdhe economic dimension of FT is clearly
linked to the market principle. But with the manestming of FT and the increasing importance
of market resources for FTOs, several authors denghat the market principle is gaining
autonomy from the other principles. Certain of thasthors view this as a welcome extension
that situates FTalong a continuum from corporate social respongiilo [...] the solidarity
economy (Wilkinson, 2007:220). Others consider that tlgit of “re-embedding” of the
economic exchange in a socio-political projectirioduced by the initial advocates of FT, is
jeopardised by the increasing emphasis on the maséhe dominant logic, which translates
into giving priority to the volume, control and diya of the products at the expense of
economic democracy, personal relationships andigailiobjectives (Bisailloret al, 2005b;
Charlieret al, 2007; Gendroret al, 2009b). This view is shared by some politicallyalved
FTOs, which find in the concept of the solidariigslked economy a way to distinguish
themselves from market-oriented FTOs and mainstreampanies, all of which are seen as
contributing to the “disembedding” of FT from it®lfical and social background (Minga,
2005).

3.4. Social enterprise

A fourth concept often associated with FT is thiasacial enterprise (Doherty & Tranchell,
2007; Huybrechts & Defourny, 2008) or social entesyeurship (Hervieux, 2008; Nicholls,
2006). The literature uses three different termgkyat first sight, might seem linked in a very
simple way: “social entrepreneurship” is the dynamriocess through which specifics type of
individuals deserving the name of “social entreprer” create and develop organisations that
may be defined as “social enterprises” (DefournWgssens, 2008b; Mair & Marti, 2006). In
the literature, however, the use of one term ordtier is often linked to a different focus
and/or understanding of the phenomenon. Many asittmmsider that “social entrepreneurship”
designates a wider range of initiatives, not neardlgstaking the form of “social enterprises”
(Nicholls, 2006; Thompson, 2008). In this sectibrwill use the theoretical developments
linked to social entrepreneurship and social enigpFollowing the title of this work, while
acknowledging work from both perspectives, | wilinparily use the term “social enterprises”,
as this work is aboutrganisationsinvolved in FT more than about FT as an entrepreake
process regardless of the organisational vehicle.
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The literature on social enterprise and socialegméneurship is recent and heterogeneous. It
has evolved in different ways, with, on the onedaxorth-American and Britisf authors,
and on the other hand, authors from continentaloir grouped in the EMES network
(Defourny & Nyssens, 2008a; Kerlin, 2006; 2008)sdems that the former have rather used
the perspective of social entrepreneurship, desgiteral exception§ while the latter have
mainly developed an organisational analysis of aoenterprises. Although the two schools
have initially developed separately, bridges hagenbrecently established, revealing more
convergences than what might have been expectddyis & Nyssens, 2008a).

3.4.1. North-American literature

Within the North-American—and part of the Britisitedature, Dees & Battle Anderson (2006)
propose to distinguish two schools of thought. Tist one focuses on earned income
strategies developed to support the organisateocsal mission. Dees & Battle Anderson call
it—although reluctantR?~the “Social Enterprise” school. At its origins,etfocus was on
nonprofit organisations increasingly looking fomneesources from the market and seeking to
adopt more efficient and market-oriented behavi®kfoot, 1983; Emerson & Twersky, 1996).
Later, it was observed that “for-profit companiegire increasingly including social purposes
in their basically economic missions; this secomend also fed this approach. Social
enterprises are thus seen as emerging either fr@msacial or from the business sectors,
between which the boundaries are increasingly &étli(idea of Sector-bending. Central to
social enterprises in this approach is the ideasnig the market and generating one’s own
incomes to achieve sustainability and thus pursaesocial missions more effectively.

The second school of thought, called the “Sociabiration” school, is based on the theories of
entrepreneurship (mainly Schumpeter, but also Dey)cknd focuses on innovation rather than
on income generation. Dees & Battle Anderson (2®)6state this as follows|tthe use of the
term ‘social entrepreneurs’ to describe innovatprgsuing social change helped to reinforce
the idea that social entrepreneurship needs ndigdramed in terms of income. It could be
more about outcomes, about social chén@attle Anderson and Dees (2006) are particularly
critical about the links made in the previous sd¢hafothought between market incomes and
efficiency. The focus on outcomes rather than ineprseems to be embraced by various
foundations supporting social entrepreneurs (Aghpka).

*%|t has to be noted, though, that while UK schotasm to have been historically more connected Auitlerican

authors and approaches, Peattie and Morley (20@f)est that, in terms of content, they are closeontinental
European approaches.

*! The term social enterprise seems to be used megedntly in the UK than elsewhere, both by prictérs

(e.g., Social Enterprise Coalition, Social Entespriondon, etc.), by academics and by the sta@dSenterprise
Unit).

*2n a footnote (41), Dees and Battle Anderson émpilzat the term “Social Enterprise” has been chdse this

school of thought on the basis of a “conventiombhably rooted in the American practice. They adimt such a
term should ideally not be linked to one particidanool of thought but that it should be left ageaeric name. |
fully agree with this last comment and follow Defouw & Nyssens (2008a) who propose to call this stlud

thought the “Enterprising Nonprofit” school.
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Dees & Battle Anderson (2006) point out the coneargs between the two schools. Indeed,
the first approach they identify is also concerabdut innovation and outcomes, while the
second is not opposed to incomes exclusively aatguy from the market: it is rather the
idealisation of market resources and the linkingso€h resources with independence, self-
sufficiency or greater impact that has been cséidi (Battle Anderson & Dees, 2006). Dees &
Battle Anderson (2006) propose to call this intetise “Enterprising Social Innovation”,
including all the innovative initiatives that seekcreate sustainable social change by blending
methods from both the business and the social rIsecidis intersection is described as the
most promising research area. Nicholls’ book (206&h be seen as one example of this
intersection, with contributions covering both gecess of social entrepreneurship and the
nature of social enterprises, highlighting both goential of market incomes and its limits,
and introducing critical insights on notions sushsacial change.

Nicholls and Cho (2006) define social entrepreng@prsas composed of three elements:
sociality, innovation, and market orientation. Véhihe social nature of social entrepreneurship
may seem obvious—through tontext, process and/or set of outputs that nmigasonably be
considered to be in the public beng{Nicholls, forthcoming)—, Nicholls and Cho (200&arn
about the often ill-defined and descriptive natofesocial change. This may lead to ignoring
the heterogeneity of interests and favouring paldicsocial groups at the expense of others.
Nicholls and Cho (2006:106) thus call for a strar@@areness on the fact th@t]isions of the
social are inextricably linked to varying sets oftgntially incompatible values and normative
commitments In such a context, talking about social entrepreneurship without
acknowledging the possibility of fundamentally dyemt social objectives makes little sense
(106). The second element, innovation, is also gutais. Drawing on the Schumpeterian view
of innovation, the emphasis is laid on of new cambons of goods, services, and
organisational forms. Nicholls (forthcoming) digfinshed three types of social innovatiom “
new product and service development (institutianabvation); in the use of existing goods
and services in new — more socially productive ysM@gncremental innovation); in reframing
normative terms of reference to redefine sociabpgms and suggest new solutions (disruptive
innovationy. Finally, market orientation involves a greatetteation to competition,
performance, rational cost recovery strategies aondountability. Nevertheless, Nicholls
(forthcoming) suggests that social entrepreneurséipmbeds the economic exchange in its
social context, vesting it with “ideas of recipriycand the public good”, hereby converging
partly with the view of the solidarity-based econpom

3.4.2. EMES approach

In Western Europe, the dominant approach to secirprise is based on the work developed
by the EMES Network since the second half of th@0s9(Defourny, 2001; Nyssens, 2006).
EMES defines social enterprises a®t-for-profit private organisations providing go®dnd

services directly related to their explicit aimkenefit the community. They rely on a collective
dynamics involving various types of stakeholdertheir governing bodies, they place a high
value on their autonomy and they bear economicsrigiked to their activity (Defourny &

Nyssens, 2008b:5). But more than a definition,EMES approach aims to provide an “ideal
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type”, i.e., an abstract construction, or a “congpashat ‘can help anyone to locate the
position of the observed entities relative to onether and [...] to establish the boundaries of
the set of organisations that he or she will coesias that of social enterprise@efourny &
Nyssens, 2008b:5).

The EMES approach sheds light on some features oafals enterprises that seem
underestimated or ignored by the North-Americanr@gghes (Defourny & Nyssens, 2008a).
First of all, based on extensive empirical researatried out across EU countries, EMES
authors suggest that most social enterprises dmalicbelong to the social economy or “third
sector”. In other words, they are generally nonprof cooperative organisations in which
profit distribution is limited. This does not meahat traditional business forms are
automatically excluded from the social enterpriseaabut rather that the primacy of social
goals is better guaranteed by legal provisions byatine sole appraisal of managers or owners.
Such legal provisions include not only limitationa profit distribution, but also specific
governance models aimed at securing the socialonisthrough a strong orientation toward a
participatory management process as well as a datmoalecision-making process. In this
sense, the EMES approach does not entirely sulestoilihe idea of increasingly “blurred
frontiers” among organisational forms, as suggebtechuch of the North-American literature.

In line with the participatory and democratic natwf social enterprises’ governance, the
authors of the EMES network observe an increasiaglvement of various stakeholders in the
decision-making processes, leading to “multi-stakedr” configuration. Such a configuration
can be seen as a cause and/or a consequence whritbty of goals pursued by social
enterprises—economic, social, and political goald-af resources raised (Canwgdial, 2006;
Defourny & Nyssens, 2006; Petrella, 2003). Thesitesice on the possibility of combining
various types of resources—rather than on theg smrket origin—contrasts with part of the
previously mentioned approaches that focus on tdeh as the main or even exclusive source
of resources. Finally, the EMES approach convenggl the “Social Innovation” school
through its shared Schumpeterian view of innovatalthough EMES authors have mainly
described such innovation at the theoretical |€@efourny, 2001).

3.4.3. Fair Trade and social enterprise

FTOs have been used quite early as examples oflseaierprises and contributed to the
shaping of the social enterprise concept. SuchmlkaHas been made in a particularly explicit
way in the UK, by both academics (e.g., Doherty &nichell, 2007; Nicholls, 2006) and
practitioners®, It is worth noting that the “Social Enterpriseitinnow part of the “Office of
the Third Sector” of the British government, hasgwsed a definition that situates social
enterprises in the social econothysimilarly to what is suggested by the EMES apghoa

%3 Examples include numerous collaborations betweéB@smand social enterprise networks (for instanoeisb

Enterprise London) or the examplification of FT@=sAders as social entrepreneurs (for instance,yPdawman,

former CEO of British FTO Cafédirect, designated@ascial Enterprise Ambassador” in 2007).

* “Social enterprises are part of the growing ‘socéonomy’. The social economy is a thriving and gngw
collection of organisations that exist betweentta€itional private sector on the one hand, and plublic sector
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In her taxonomy of social enterprises’ “mission andney” models, Alter (2006) describes
FTOs as mission-centric and embedded: the socigrmrse is not just a device to raise
resources to achieve a distinct social mission, “blu¢ enterprise activities are 'embedded'
within the organisation's operations and social grammes (212). It is interesting to note that
FT is described as allowing economic and sociakbento be achieved simultaneously. The
political dimension of FT, however, finds fewer eek in the social entreprise approaches
exception made of the observation that systemimgdashould also be aimed by social
enterprises, especially in an environment thattesesocial injustices and constrains the scaling
up of social change (e.g., Grenier, 2006; Nich&liSho, 2006).

A more encompassing analysis is found in Nichdigstificoming), who extends Dees and
Battle Anderson’s (2006) distinction of “social ergrise” and “social innovation” to describe
FT. He suggests that the first type of social gmaeeurship is useful to characterise FTOs
(and corporations involved in FT) that focus on kedimechanisms and strategies as the main
vehicle to develop FT. On the other hand, FTOs idiier focus on education and advocacy to
influence the conventional market are closer tovie®n of “social innovation”. As previously
mentioned, Nicholls (forthcoming) sees a high pt&mn the combination of these two types
of social entrepreneurship, which might enaldeth current exploitation of extant [market]
institutions and future reframing of their meaniagd functions

Following Nicholls’ analysis and translating it the organisational level, | suggest that the
diversity of FTOs, and, more broadly, FT visionsh@es the rich diversity of practices and
conceptualisations of social enterprise. Indeed)$With a nonprofit or cooperative form, a
collective dynamic, democratic decision-making antybridised resource mix are certainly
closer to the EMES ideal type, as well as to theeia innovation” school, than to the “social
enterprise” school (as described by part of thetiNAmerican and British literature).
Conversely, other FTOs, which rely exclusively oarket resources and are driven by an
individual entrepreneur aiming to achieve sociarae, might be better described by this latter
approach. In certain cases of small, entreprenetfi@s, a characterisation of the distinctive
features of the social entrepreneur may be the mesful perspective. This is why |
acknowledge that each conception may shed ligha particular dimension of FT, from the
more market-based approaches to those that emehtses socio-political role of social
enterprise, from the broad, “blurred boundariesion to the more narrow situation of social
enterprise in the social economy, and from theepnéneur-centred conceptualisation to those
that emphasise the collective, citizen-based ambdeatic dynamics.

At the meantime, it is useful to highlight a numbérfeatures of FT and FTOs that seem to fit
into all-or, at least, most—of these conceptions:

on the other. Sometimes referred to as the "tsiedtor”, it includes voluntary and community orgaations,
foundations and associations of many types. A beciterprise is a business with primarily socialjetiives
whose surpluses are principally reinvested for thatpose in the business or the community, rathan tbeing
driven by the need to maximise profit for shareboddand owner$.(Social Enterprise: A Strategy for Success,
http://www.cabinetoffice.gov.uk/upload/assets/thsdctor/se_strateqy 2002.pdiewed on June 16, 2009)

*°> Notable exceptions include the work of severahars of the EMES network that link social enterpnigith the
intuitions of the solidarity-based economy (e.gvilla & Nyssens, 2001).
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- The FT concept corresponds well to the general afeasing (and adapting) market
mechanisms to pursue a social purpose in an inivevaty.

- The apparent diversity of FTOs’ organisational ferseems embraced to a certain
extent in all the conceptualisations of social grise, even the EMES one, insofar as
they are less explicitly limited to one or a fewgdé forms than, for instance, the
cooperative and social economy approaches.

- Most FTOs seem to rely heavily on market resoureger as the exclusive or as the
main source of incomes, and are not averse taaigkg.

- The development and growth of FT, particularly tlgi labeling and mainstreaming,
constitute an illustration of the idea of “scaling” social innovation to achieve more
global social change (e.g., Dees, 2001; Martin &&g, 2007).

Such a scaling up through mainstreaming has, haweveught about debates on the type of
social change that is pursued through FT and onp#radoxes it includes. Studies have
suggested that, while improving the situation & gartner producer groups, FT partnerships
could contribute to marginalising other groupshe same region that do not benefit from the
same support (Charlieat al, 2007; Kohler, 2006). The seasonal workers whp pebducers
but do not necessarily see their livelihoods impddiy FT are also ignored in the FT criteria
(Kohler, 2006; Ronchi, 2002). Moreover, in the @t of FT products sold through
supermarkets, criticism has been made on the gsothmt only producers in the South are
concerned by the goal of social change, and thedraocial groups—for instance, cashiers in
the supermarkets, or other workers along the supipdyn—are ignored, their unfair treatment
being de factoapproved by FTOs (Jacquiau, 2006; Minga, 2005es€&€hare only a few
examples of the possible tensions within the satiimension, as well as with the other two
dimensions, which should be taken into account wéx@mining FTOs’ goals and practices.

4.  Synthesis and focus of this work

4.1. Focus on specific organisational forms

| specifically chose to review four concepts andverents that highlight the existence of
specific, “alternative”organisational formsindeed, in my view, the pursuit of multiple—and
sometimes conflicting—dimensions should not be emadc regardless of the organisational
form: such a multidimensional nature seems to lbetjuire andinfluencethe organisational
form. Let me summarise how each of the approacieegs\vorganisational forms.

The cooperative movement is centred on a speeifallform: the cooperative. Two radically
distinct features characterise that form. Firsg tmoperative form gives the ownership to
categories of stakeholders other than the sharetml&econdly, the formal power (voting
right) is distributed equally among the owners (eouic democracy). This induces specific
challenges in terms of governance, with one or redvearticular stakeholder categories
(customers, producers, employees, etc.) taking pparjovernance structures such as the
General Assembly and the Board of Directors (Cathf@®004).
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The social economy stresses the common featurésuof‘alternative” (non-capitalist) legal
forms: nonprofits, cooperatives, mutuals and fotieda. The ideal of economic democracy is
also implemented through the “one member, one vgiéiciple. Beside the previously
mentioned governance of cooperatives, much attertiems been paid to the challenges of
governance in nonprofit organisations (CornforthE€lwards, 1999; Miller-Millesen, 2003;
Ostrower & Stone, 2006).

The authors adopting the solidarity-based economgraach do not explicitly mention
particular legal forms. However, their focus on tlk#&izen roots of solidarity-based
organisations and on the hybrid nature of thesarosgtions’ goals and resources lead to
favouring “alternative” legal forms with participmty governance models and leaves little room
for comparison with the traditional model of mamesim profit-seeking companies (Laville,
1994).

The legal form of social enterprises can be intggat differently according to the approach
chosen. While EMES authors see most social enseprat the interface between nonprofits
and cooperatives (Defourny, 2001), others arguedbeial entrepreneurship may be found in
all types of private and public organisations (Aust al, 2006b; Mair & Noboa, 2003). Some
suggest, however, that even these authors havdynmainprofit and cooperative initiatives in
mind when giving examples of social enterprises{((2004; Weerawardena & Mort, 2006). It
is worth noting that the development of the notafnsocial enterprise has given birth to
specific legal forms across Europe, such as theri@onity Interest Company” in the UK, the
“Social Cooperative” in Italy or the “Social Purgo€ompany” in Belgium (see for instance
Defourny & Nyssens, 2008b for other European exasplich as France, Denmark, Portugal,
etc.). These legal forms hybridise to various etsté¢ine legal features of nonprofit, cooperative
and sometimes “for-profit” organisations. Still e#ding the social enterprise approach, many
authors studying these organisations put a stranghasis on governance features such as
multi-stakeholdership and participation (Cangpial, 2006; Malo & Vézina, 2004). Even in
the approaches of social entrepreneurship that atointlude governance issues in their
definition, it is interesting to note that the awth who examine the management of these
organisations inevitably confront these issues ZBga & Solari, 2001).

In conclusion, the legal form and the governancelehgeem to be two key elements of the
organisational form. However, the whole acadenterdiure that can be grouped under the
umbrella term of “organisation theory” has develb@ analysis of organisational forms that
includes many other elements, the main one beirg“dinchitecture” or “design”. Let me
remember, at this stage, that the organisationah fis a construct that includes several
elements, all of which may be “vehicles” that exysresomething about the organisation’s
vision and missions. In the beginning of the fouctmpter, I will come back on what |
understand precisely under the term “organisatitorat”.
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4.2. Synthesis and contribution to the research topic

The following table summarises the respective taeach approach, with their strengths but

also their weaknesses in capturing the specifiwifea of FT and FTOs.

Table 3: Contributions of the four affiliated appiahes to understanding FT and FTOs

Cooperative Social economy Solidarity-based| Social enterprise
movement economy
Foci Cooperatives Cooperatives, Hybridisation of Entrepreneurial

Quest for economic
democracy

Service to members

Education &
empowerment

mutuals, nonprofits

People and work
ahead of profit

Economic
democracy and
collective dynamics

economic logics

Economic
democracy and
public spaces

Co-construction of
supply and demanc

dimension
combined with
social mission

Innovation and risk

Social change
!

Contribution
to
understanding
FT/FTOs

Historical roots, “fair
price”

Cooperative
principles (North &
South, particularly
producer coops and

Several possible
forms

Focus on people
and work ahead of
profit

Focus on political
dimension

Hybridisation of
goals and resource

Co-construction of

Largest and most
flexible umbrella of
forms

4-its to market
orientation and
resources of FT

roducers’ Historical supply and demand
P dimension . . Innovation & risk-
empowerment) Historical taking central
dimension 9
Limitations in | Limited to one Excludes “for- Limited Weak historical

describing
FT/FTOs

organisational form;
democracy not
central in all FTOs

profit” business
forms

perspectives on
organisational
forms

perspective

Lower political

focus

It appears that the four concepts show some conguitanities to describe FT and FTOs. The
width of the largest approaches, such as socialgmse and the social economy, is completed
by the depth of narrower ones, such as the saljdbaised economy and the cooperative
movement. The latter bring a historical perspecéiNewing the idea and mechanisms of FT to
older to be linked to older quests for fairnessamd social embeddedness of the economic
activity. The social economy approach brings a gentve that emphasises the role of
economic democracy and limited profit distributiam securing the social mission. The
solidarity-based economy approach brings a focubi@molitical and citizen dimensions of FT
and explicitly describes the combination of logiemd the possible tensions within
organisations. And the social enterprise approashthe most recent concept, allows for a
better understanding of the increasing market tateon that seems to characterise FTOs,
although such an orientation seems to translatedinverse organisational practices and forms.
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Among the four concepts, that of social enterpsisems to be the most adequate and the one
that best fits the reality of FTOs, based on thaveogences highlighted in the previous
section>® The main reason is that the social enterprisecaupr is the one that most broadly
embraces the spectrum of organisational formssiba to be observed in ETThis approach
also pays particular attention to the “hybrid” angational forms that cannot be understood
properly by existing classifications (Nicholls, Z)01). To summarise, | would suggest that,
while the roots of FT may be found in the coopemrgtisocial economy and solidarity-based
economy movements, and while certain FTOs stilhidi themselves with one or several of
them, the current, diversified landscape of FTCsysebest described by the social enterprise
approach. This may appear logical, in the sendetlieasocial enterprise approach is the most
recent one and that it has precisely been fedyphytlthe practice of FTOs. In any case, the
study of the affiliation of FT to other conceptsdamovements shows that FT should not be
studied as a separate and new initiative. It mesubderstood as a recent and successful
illustration of a much larger and older quest agnto reconcile the economic activity with
social purposes and political involvement. All foconcepts contributed to shed light on
specific features of organisational forms that egprsuch combination and that contrast,
although to various extents, with the traditionald®l of the “for-profit” corporation.

As stated in the introduction, the central topidtos work is to explore the way in which the
diversity of FTOs’ organisational forms may be kadk to different articulations of the
economic, social and political dimensions of FTisTdlobal interrogation may be translatatl,
this stage®, into three sub-questions directly inspired byahalyses developed in this chapter.
A first one is to know how we can capture the dsitgrof the organisational forms adopted by
FTOs in a more precise and data-based way than eamabe found in the FT literature, as
highlighted in the first part of this chapt@ihe second and more fundamental question is to
explore why there is such an organisational diwersi, in other words, what are the reasons
that lead FTOs to adopt diverse types of orgamisatiforms, instead of one identical model.
The next, theoretical chapter will particularly éqe which explanatory elements can be put
forth. Finally, as the different dimensions of HE aot necessarily coexisting with each other
in harmony, a third challenging question is thattloé tensions between these dimensions.
These tensions will not be explored so much atribeement’s level, as several authors do, but
rather at the organisational level, within FTOdded, if organisational forms allow specific
articulations of economic, social and political émsions, then they also constitute vehicles to
deal with and express tensions among these dinrensidie next chapter will examine a range
of theoretical approaches that will provide a sfggm background and suggest different
interpretations for these research questions,cuéatiy the second one.

* This is why the title of this work explicitly menhs FTOs as social enterprises.

" The organisational spectrum of social entreprestéprmay be useful to examine the role of corporeti
(Austin et al, 2006a; Austin & Reficco, 2005) in the contextFof mainstreaming. However, this is out of the
scope of this work, which focuses on FTOs.

*% Indeed, as stated in the introduction, the gerguaktion can in fact be translated ifwar sub-questions. The
next, theoretical chapter will further refine thesd-questions, especially the second one.
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Chapter 2 — Theoretical framework

To understand how and why FTOs adopt diverse fouasous theoretical approaches are at
my disposal in the context of “organisation theory”cannot, however, develop all these

approaches in this work. | will focus on part oktko-called “contemporary” approaches,

which seem to fit the research questions as wdhaglisciplinary knowledge and skills at my

disposal. The following section explains the orggiof these contemporary approaches and
presents how they have been translated to threerrfiaJds that feed organisation theory:

sociology, economics and political analysis. Thetisa ends by analising how the different

approaches can be compared and articulated to @hehn. Then, the subsequent sections
present the selected approaches in detail, withracplar focus on their contribution to the

study of FTOs’ diverse organisational forms. Thst Isection proposes a model that maps—
without mixing—the different theoretical approachélse variables they suggest and the
relationships between these variables and the ma#mal form. Based on such mapping and
on the epistemological roots of each approach,nclcme by describing how these different

approaches will be used in the context of this work

1. Overview of theoretical approaches

1.1. From “one best way” to organisational diversity

From the late 1800s to the 1970s, several appreasbethe bases of organisation theory.
Before the Second World War, the classical apprescuch as the Scientific Management
school (Taylor, 1911; Fayol, 1918) and the Humalattens movement (Barnard, 1938; Mayo,
1933) tried to determine how businesses and thithals who compose them should best
achieve harmony and efficiency (“one best way”)teAfthe Second World War, sociologists
rediscovered the work of Max Weber and examine@dugracy in organisations, questioning
the “one best way” approaches. During the samegepsychologists and economists became
interested in issues concerning decision-makinglaceng the view of “full rationality”
hypothesised by classical economic theory with aemealistic “bounded rationality” (Simon,
1945; Simon & March, 1958; Cyert & March, 1963; klai& Olsen, 1976).

In the 1950s and 1960s, one of the major approaaisscontingency theory. This theory
examined the influence of given internal and exieatements on an organisational structure.
Woodward (1965) and Burns and Stalker (1961) exadiithe link between the level of
technology and the type of organisational structuasvrence and Lorsch (1967), together with
scholars later called the “Aston group”, investeghhow several elements of the environment
have an impact on the organisational structure.irThpproach was called “structural
contingency” and investigated a wide range of emnmental and structural variables. The
authors studying structural contingency also exacdhirhow the environment requires
organisations to adopt specific forms. Because eaghnisation is surrounded by a specific
environment, it will adopt the organisational fothat best suits the technical and economic
features of that environment. For instance, theemrsiable an environment, i.e., the more
changes can be anticipated, the more “mechanidad” gtructure—strong work division,
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formalisation and departmentalisation. In an uristabvironment, structures are more likely to
be “organic”™-more flat, with mutual adjustment ahepartmentalisation by outputs (Burns &
Stalker, 1961 and Mintzberg, 1982 & 1986, cited Nizet & Pichault, 1995). Market
complexity should also be taken into account: tleeensimple the market, the more centralised
the structure. Centralisation is also likely tofaeoured by market hostility (when the survival
of the organisation is unsure, decisions will berententralised). Finally, the heterogeneity of
the market is viewed as an important factor. Theenm@terogeneous the demands made to the
organisation, the more it will be departmentalideygl outputs. These intuitions will be
developed in the context of the “configuration” eggch (Miller, 1986; Mintzberg, 1980),
which can be viewed as a direct extension of thecttral contingency approach (Nizet &
Pichault, 1995; Rouleau, 2007).

In the 1970s, several approaches such as ActiantMarxist analyses took a more critical
stance regarding conventional organisation theoieshe context of economic crisis. Their
criticism paved the way for new approaches. The 18&70s, 1980s and 1990s corresponded to
a renewal of theoretical propositions on organisesti These renewed approaches arose mainly
in sociology, economics and political scierice.

1.2. Sociology

The first body of theories arose in sociology antereded the work of structural contingency
around two perspectives: population ecology and mnestitutionalism. Population ecology
applies the Darwinist reasoning to organisationsggssting that births and deaths of
organisations can be understood in the same wawiths species in the natural world.
Population ecology is directly inspired by biologyd demography. I will not use this approach
here.

Sociological “new institutionalism” was new in oggon with the “old” institutionalism (see
Selznick, 1949). According to Powell and DiMaggi®91), both approaches have in common
to reject traditional rationalist models and theewi of organisational choices as being
constrained by their culture and environment. Havethe two approaches differ in many
aspects. Old institutionalism has a more polititatal view of the environment, examining
political coalitions and the informal functionindg organisations. It is the organisation that is
viewed as an institution. New institutionalism, bgntrast, has a more global view of the
environment, andl6cates irrationality in the formal structure itéghttributing the diffusion of
certain departments and operating procedures terorganisational influences, conformity,
and the persuasiveness of cultural accounts, rathan to the functions they are intended to
perforni (Powell & DiMaggio, 1991:13).

The origins of neo-institutional theory are genlgridcated in the late 1970s, more precisely in
Meyer and Rowan’s article “Institutionalised Orgsations: Formal Structure as Myth and
Ceremony” (1977). Three other articles constitigefundamentals, as compiled in the book

% A fourth approach mentioned by Rouleau is callegntbolic analysis”. Due to space limitations and th
absence of direct links to my topic, | will not debe this approach.
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“The New Institutionalism in Organisational Analys(Powell & DiMaggio, 1991). DiMaggio
and Powell's famous “The Iron Cage Revisited: mstbnal Isomorphism and Collective
Rationality in Organisational Fields” (1983) is omiethese. In the same year, Scott and Meyer
published “The Organisation of Societal SectorgpBsitions and Early Evidence”. A fourth
article is “The Role of Institutionalisation in Guial Persistence” by Zucker in 1985. Neo-
institutional authors distinguish themselves framucural contingency in that they perceive
the environment in a much broader way: not onlgulgh its technical and economic features,
but also through symbolic and cultural dimensiddecondly, the organisational structure is
also seen in a symbolic way, as reflecting the aittaristics of the environment more than
efficiency concerns.

Neo-institutional theory is used by so many acadsrthat it is in fact hybridising a growing
number of theoretical fields, sometimes leadingpaoadoxical arguments (Tolbert & Zucker,
1996). Reacting to the criticism toward the deteistic nature of this theory, Powell, Zucker,
Hardy and other authors re-consider the role ohegei.e., the capacity of actors to make
choices despite institutional pressures, and tleapacity to influence and even create
institutions. Building on the notion of “institutial entrepreneurship” introduced by DiMaggio
(1988), several authors try to understand how gnghom institutions are shaped. In doing so,
they are confronted to a tension between institaliadleterminism and agency. This is referred
to as the “embedded agency” paradox, which careberibed by the following questiorhdw
can organisations or individuals innovate if théieliefs and actions are determined by the
institutional environment they wish to changd€l?caet al, 2008:4).

Several attempts have been made to overcome tfadgaq particularly in “emerging fields” in
which authors try to examine how organisations @ther actors interact to create the field and
develop the norms which will prevail for newcoméesy., Maguireet al, 2004 studying the
structuration of HIV treatment advocacy in Canaddese authors try to establish links with
the literature on entrepreneurship, following Scheter's conception of entrepreneurship that
concerns not only individuals but also organisaiomand institutions. Moreover,
entrepreneurship is not understood so much in #wses of the creation of particular
organisations, but rather as thgeheration of new organisational models and padidieat
change the direction and flow of organisational iaty” (Hwang & Powell, 2005:180).
Through the introduction of such strategic dimensin a basically deterministic context,
institutional entrepreneurship can certainly besidered as a distinct approach. This is why |
distinguish it from the original neo-institutionsbciological approach, even though it is also
“institutional” and “sociological®’

1.3. Economics

Both classical and neo-classical economics, aslojese in the 19 and 28' centuries, pay
little attention to the structure and functioningooganisations. “Firms” offer products on the
market with the goal of maximising their profit. 68sumers” buy these products and maximise

% Avoiding the additional ambiguity that would beohght by referringfor instance to “new new insfinalism”
versus “old new institutionalism”.
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their utility according to their preferences. Sypfdy firms) and demand (by consumers) are
coordinated naturally by market forces. Althougle thest of reality” pushes neo-classical
economists to add complexity to the initial modél (including market imperfections,
externalities, and other economic agents sucheaStte), firms remain, in their view, a “black
box” that does not need to be opened (Coase, 108dse, 1998; Slitter & Spencer, 2000;
Williamson, 1979).

The first attempt to open this black box was magi®bnald Coase in 1937. In “The nature of
the firm”, Coase examines the following questiorhyware certain transactions operated
through organisations instead of simply through rierket? Coase introduces the notion of
“transaction cost” to explain the existence of Brnn some cases, it is less costly (in terms of
information, negotiation, etc.) to coordinate thensactions of economic agents through firms
than it would be through the market. The firm anel market are thus two distinct institutions.
The analysis of Coase is based on the notion dfacis between agents (short-term contracts
on the market versus long-term contracts throughsf. Such a “contractual” view, although
sharing common assumptions with the neo-classiadition (Slitter & Spencer, 2000), leads
to a stronger complexity in micro-economic analyarsd to a much stronger attention to
organisations (Coase, 1998). While all economiigysng organisations do not necessarily
use and share tools developed in the contractyaioaph, it can be said that they are all
influenced by it to a certain extent (Barney & Helst, 1996).

Since the 1970s, a wide range of authors have inspired by the contractual view and cite
Coase as the basis on which they build their w8#&rjey & Hesterly, 1996; Coase, 1998).
However, they diverge in their interpretation oé thotions of contract and transaction cost,
which leads the contractual approach to be dividéd two schools of thought. As stated by
Foss (1993:130), while these two contractual approaches have isdlaaémost the same
questions from the original Coasian analysis—wisathie precise nature of transaction costs?
how are they best to be operationalised? what detezs the size of hierarchical costs? etc.—
they have given rather different answérs

The first school of thought, led by Akerlof (197@)chian and Demsetz (1972) and Jensen and
Meckling (1976), examines markets and firms in terof contractual relationships and
incentive problems. The authors of this schoolhafught, while referring to Coase’s work,
follow a perspective that does not fundamentallglleimge the assumptions of the orthodox
neo-classical approach (Foss, 1993). Indeed, dmyassumption of perfect information is
questioned through the analysis of “informationrametries”. As Akerlof demonstrates in the
market of second-hand cars (“lemons”), informatemsymmetries about the quality of the
products may lead to opportunistic behaviours thay disable the functioning of markets and
thus require the rise of new institutional arrangata. Contracts are thus viewed as tools to
limit opportunism and correct the institutionalltme—"market failure” or “contract failure™—
induced by information asymmetries. To locate thasgmmetries, it is thus crucial to
understand the specificities of the types of gogmasluced, as we will see further. Because of
the view of the firm as a “nexus of contracts” @em & Meckling, 1976), Foss (1993) uses this
very term to refer to this first contractual schoblthought. Lemaitre (2009), and Bacchiega

51



and Borzaga (2001), simply call it the “contractugpproach’* Barney and Hesterly (1996)
refer to the “Alchian-Demsetz approach”.

Much of the analysis explores incentive problembicWw contracts are likely to ensure that
agents will conform to what is expected of them® fiost famous illustration of contracts as
incentive tools is the agency theory (Jensen & Miegk 1976). The agency theory explores
the relationships between “principals” and “agentg/pically between shareholders and
managers, trying to determine how the actions ef dgents can best be aligned with the
expectations of their principals. Authors of thesragy theory conclude that incentive issues
and agency problems are best handled through #ssichl capitalist firm model (Jensen &
Meckling, 1976). However, the firm itself is viewed a “legal fiction” (Jensen & Meckling,
1976): it is only a formal expression of a nexusaiftracts (Fama & Jensen, 1983). The vision
of the firm as an institution made of a complex &etontracts is so strong that the notions of
“the entrepreneur” and “the firm” have been abamdb(Bacchiega & Borzaga, 2001; Foss,
1993; Lemaitre, 2009). Another application of thist contractual view is the property rights
theory, developed by Grossman and Hart (1986) Hartland Moore (1995;1999).

The second school of thought based on the conaciew introduced by Coase was led by
Williamson (1979; 1985; 1995; 2002a; b). Williamsamd other authors re-actualised Coase’s
notion of “transaction costs” and built a “transaetcost theory”. The transaction cost theory
aims to deepen, much more than in the previousasaidhought, the understanding of why,
in certain circumstances, the coordination of agdhtough the market is substituted by
coordination through the hierarchy of a firm or amgsation (Williamson, 1979). The firm is
depicted in a more complex way than as a simpleds@f contracts”. Contracts are unable to
rule all possible situations. As contracts are mplete, agents may act opportunistically by
using such incompleteness to their advantage @miion, 1985; 2002b).

Beyond contract incompleteness, a major featuthisfsecond school of thought is the use of
Herbert Simon’s (1955) concept of “bounded ratidgathat distinguishes it from both the
first contractual school of thought and the nessileal economic theory (Foss, 1993;
Williamson, 1985; 2002b). Yet, several authors tjoesthe use made by contractual authors,
Williamson in particular, whose conception of ratiity appears boundless in several aspects
(Slitter & Spencer, 20007F. Interestingly, the positioning of transaction céseory as an
alternative that leans toward neo-classical ecoosndiespite criticism regarding the
alternative nature of its assumptions—seems to niakwre acceptable in the view of other
social and political streams of organisation theosyth which common roots have been
identified (Barney & Hesterly, 1996; Coase, 1998llidmson, 1995).

81| will not call this first approach “contractuasimply because the second school of thought, asilveee, also
departs from the firm as a nexus of contracts, ialvgh more complexity and realism (including baied
rationality and the incompleteness of contracts).

21t makes little sense to speak of people sufferimm bounded rationality when they simultaneousihain the
capacity for farsightedness, allowing them to feres. way round the problems of complexity and uairgy at
the outset of contracting(71).
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Finally, the study of the organisation as a coation mechanism, and not simply a nexus of
contracts, leads to a much stronger focus on ternal functioning. Organisations have the
choice among several institutional arrangements‘governance structures” to ensure an
efficient implementation of contracts and avoid oppnism. Such institutional choices will
depend on the minimisation of the transaction ctigtsconfront organisations according to the
types of goods they produce and the configuratichemarket.

The view of governance structures—typically theester-owned corporation—as institutions has
also been developed, at a wider and more histoeeal, by authors such as North (Davis &
North, 1971; North, 1990; 1991). The work of Withiaon, North and other authors has in
common reference to the early “institutional” schmoeconomics, led by Veblen, Commons
and Mitchell (Arrow, 1987; Coase, 1998; Williams&Q00). By qualifying transaction cost
theory and other related contractual approachéseas institutional economics”, Williamson,
North and other authors simultaneously affiliateitiwork to the historical perspective of the
institutional school, and underline their specifiontribution through a stronger and more
theoretically founded micro-economic analysis (@pd998)>

Despite Williamson’s and others’ regular attemptslistinguish the two schools of thoutht
they are characterised by their high degree ofsepadlination (Gibbons, 1998), because of
later authors’ references to both schools of thoufgir instance, to both property rights and
transaction costs theory), and because of conveegethat go beyond the affiliation to
Coas€’’ Indeed, both schools of thought consider the maakethe primary driving force of
the economy. It is only when the market institutfails to offer cost-efficient solutions that
firms emergé® And it is only when capitalist firms—the most “obus” institutions to provide
goods and services—fail that the intervention dfeotnon-market institutions, such as
regulation and public production, are justified.cBufailures may be due to market
configuratiofi’ or to information asymmetries linked to the natafe¢he goods produced, as
will be explained in the next section.

Whole streams of literature have thus used theractial or economic neo-institutional
approaches, both the transaction cost and propgttis theories, to explain the emergence of
alternative types of private organisations sucmasprofits (Hansmann, 1980; Krashinsky,
1986), cooperatives (Ben-Ner & Gui, 2000; Hansmad®99; Platteau, 1987), and
organisational models such as social enterprisas draw from at least these two forms

% Such simultaneous affiliation and differentiatisrquite similar to the emergence of the new instinalism in

sociology as a continuation of and reaction todideinstitutionalism.

% |n several articles (2000, 2002a), Williamsonstie keep his distances from agency and propeytysitheories
by minimising the convergences among these theories

® This justifies, in my view, the use of tools deymd by both schools of thought (such as transactist theory
and agency theory) under the common label of tbattactual” or “economic neo-institutional” apprbac

% The complete institutional chain developed by ifiison (e.g. 2000) is the following: market— (ingnete)

long-term contracts—firms—regulation—public auttiesi or “bureaus”. All of these institutions havsesets and
weaknesses that must be balanced comparativelyd@rstand institutional change.

®7 Situations of monopoly-oligopoly (a high numbermfyers for a low number of sellers), or of monapso
oligopsony (a high number of sellers for a low nembf buyers), are typically fertile for the emenge of

cooperatives (e.g. Hansmann, 1996;1999).
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(Bacchiega & Borzaga, 2001). This already shows tiina approach may be quite useful for
studying organisational diversity.

1.4. Political analysis

The third group of contemporary approaches devedgpslitical analysis based on the study of
power. Following March and Olsen (1976), severdhaeus (e.g., Pettigrew, 1985) focus on the
coalitions of actors within and around organisatiolmitial contributions to the “stakeholder
theory” can be located in this approach, despieviry diverse work that claims affiliation to
this term (Donaldson & Preston, 1995; Phillgisal, 2003). A second, related stream studying
power focuses on resources. Mintzberg’s work ongraiMintzberg, 1983) is encompassed in
this perspective. But the main theoretical framéwlarking power and resources is resource
dependence theory (RDT). RDT constitutes one ofréagetions to the deterministic view of
contingency theory and can be viewed as “strategittingency” (Hatch, 1999; Rouleau,
2007).

In 1978, Pfeffer and Salancik developed a perspedhat recognises the strategic possibility
for organisations to reduce their dependence oriv@onment by gaining control over their
crucial resource® The introduction of the concept of power in expiag organisations’
behaviour and structures challenged dominant appsesaof the time that focused only on
explanations relating to production efficiency (@@t & Zucker, 1996). The focus of RDT is
on the vulnerability of organisations to extra-angational influence. Such influentis partly
determined by the extent to which the organisatiea come to depend on certain types of
exchanges for its operation(Pfeffer & Salancik, 1978:43). For RDT, the orgatisn is thus
not a well bounded entity but rather an open sysiEme boundaries chosen to circumcise it
can change over time and according to the analyimspective. Organisational structures are
conceived so as to reduce uncertainty by stabjisiocess to crucial resources. Pfeffer and
Salancik distinguish several organisational stiatedor achieving this aim (e.g., mergers,
vertical integration, cooptation of stakeholdeepresentatives, etc.).

1.5. Synthesis and comparison

1.5.1. Synthesis

In my view, these three contemporary approaches geeticularly adequate for dealing with
issues of organisational diversity. Indeed, unhié tdevelopment of contingency theory,
classical approaches tried to determine the “onst meay” of designing organisational
structures. The dominant corporate model was ptedeas the most efficient solution. Then,
contingency theory replaced these attempts by stiggethat “it all depends” (Mintzberg,
1983). Several factors were proposed to determimevioat “it depends”. age, size, market
configuration, etc. While the economic and soci@aly neo-institutional approaches each
extended contingency theory by suggesting, instéadrange of precise and isolated variables,

® The term “resources” must be understood in a besase, including not only tangible, financial andterial
resources, but also non-tangible resources suthsisand legitimacy.
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more global explanations to understand organisatidehaviour and structure, resource
dependence theory introduced a more political getsge examining the interactions between
the organisation and its environment.

The explanations of why particular organisatior@hfs are adopted, as well as the level of
discretion given to organisational decision-makeifer a lot among the approaches. In the
economic neo-institutional or contractual appréaahis the configuration of transactions that
determines the less costly institutional arrangemend thus the organisational form
(Williamson, 1979). For early neo-institutional swogists, organisations follow “scripts”
provided by the environment, with little discretipower (Tolbert & Zucker, 1996). These
scripts tend to push organisations of a same feeldsemble each other, thereby reducing the
initial organisational diversity (DiMaggio & Powgll983). In institutional entrepreneurship,
organisational actors have a much higher levelisdrdtion and are able to engage in strategic
maneuvers to shape their environment. This congergghly with RDT, in which
organisations secure access to resources andethuser their dependence on that environment
(Pfeffer & Salancik, 1978). In fact, the four appcbes make the shaping of the organisational
form dependent on factors that are themselves shveespectively, the costs of transactions,
the institutional values and pressures, and theertdgncies and power plays among
organisations. The diversity of modalities for eaxdhthe three types of variables opens the
door, in each approach, for diversity in organtmadi forms—although the sociological neo-
institutional approach suggests a gradual reducticuch diversity.

It is worth noting that economic and sociologicabrinstitutionalism have been the two major
theoretical frameworks used to investigate the geme of social enterprid.In the two
approaches, social enterprise can be seen, resgdgctas a new institution in itself, or as
reflecting new settings in the institutional envineent. From an economic perspective, social
enterprise has been viewed as a new institutioaltapof exceeding the failures of previous
models—particularly the traditional nonprofit orgaation—by %trengthening the fiduciary
relationship within and around the organisatio(Bacchiega & Borzaga, 2001:273). The
strengthening of “trust signals” is achieved thrdo@gnumber of organisational characteristics—
social mission, economic democracy, involvemennaftiple stakeholders, etc.—which go well
beyond the profit nondistribution constraint (Baega & Borzaga, 2001; Petrella, 2003).
From a sociological neo-institutional perspectisecial enterprise has been presented as the
result of the increasing power of entrepreneudgids and language in the area of social action
(Dart, 2004; Grenier, 2006). But the emergence aufiad enterprise as a new model that
replaces traditional models of social action, idahg the diagnosis of the failures of the
previous model and the theorisation of new arrareggs) also puts forth social enterprises

%9 use the term “contractual” in the broad senseluding its two schools of thought, although Ilwilake much
more use of the second, transaction cost-basedlsohdhought that goes beyond the view of orgaioss as
merely nexus of contracts. “Economic new institngéilism”, an expression rather used by the secontraciual
school of thought, will be used as a synonym fasntcactual approach” to underline the common routh
sociological new institutionalism.

0 As previously mentioned, | deliberately focus henesociaknterprise-i.e., on the organisational level, which is
the level of analysis of this work—rather than onial entrepreneurshipThe study of the latter obviously involves
other theoretical approaches than the ones thaddnine here for the study of social enterprise.
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active in an emerging field—such as FT—as typitadtrations of institutional entrepreneurship
dynamics (Mair & Marti, 2006; Nicholls, forthcomipgrhe “institutional work” (Lawrence &
Suddaby, 2006) exerted by pioneer social enteprésed the networks that support them
involve the raising of new resources to reducediygendencies—for instance, the dependence
on state subsidies. Social enterprise thus gaom frombining institutional entrepreneurship
with an RDT perspective. In my view, the presenttiibeoretical approach follows Nicholls
and Cho’s (2006) call for a stronger theoreticasibdor the study of social enterprise,
integrating the existing perspectives of the sagjplof organisation§:

Barney and Hesterly (1996) suggest that the diffecentemporary approaches resemble each
other through their common focus on how organisatiare structured and how they seek to
survive. Schneiberg (2005), on his turn, highligihis strength of combining the different new
institutional approaches. However, before drawing global conclusion and in order to avoid
confusion and more carefully apprehend their spetéfatures, it is necessary to compare the
different theoretical approaches in pairs.

1.5.2. Sociological and economic new institutionalism

Economic and sociological new institutionalism redyp different assumptions and have
developed in different directions, with few citat®oamong the authors of both approaches.
Exceptions include the respective founding autharsillyses of the place of their approach in
the wider institutionalist tradition (e.g., Coask998; Powell, 1991; Williamson, 2000).
Comparisons can also be found in articles drawmbath approaches (Schneiberg, 2005) or in
books on organisation theory (e.g., Clegg & Hard999), both highlighting the cross-
pollination and complementarities among them. Amahg different authors of new
institutional economics, those of the “historicedeam” (Davis & North, 1971; North, 1990;
1991) seem to be the closest to sociological netutionalism (Powell & DiMaggio, 1991).
Powell, in the introduction of his 1991 book, ackedges such cross-feeding and common
institutional background, while also insisting dre tdifferences between the two approaches,
which he located at three levels:

- the meaning of an “institution”. Neo-institutionatonomists view them as governance
structures designed to minimise transaction cdsis. sociological tradition, however,
views institutions as social and historical condians that have progressively rendered
certain behaviours as taken for granted.

- the origins of institutions. In the economic apmtoainstitutional arrangements result
from “adaptive solutions to problems of opportunism, irffge¢ or asymmetric
information, and costly monitoring(9). The sociological approach, by contrast,
considers that choices and behaviours are consttdg collective constructions and
past experiences that define standards of apptep&ss.

- the rigidity of institutions. For neo-institutionakconomists, institutions are
“provisional, temporary resting places on the wamoefficient equilibrium solution”
(10). In the sociological view, institutions are chuslower to change. Accordingly,

" Although, in the context of this work, | extena@tscope of organisation theory beyond sociology.
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organisational change is ofterepisodical and dramatic, responding to institutibna
change at the macro-level, rather than incremeatad smooth”(11).

One way of explaining these differences is to adesifollowing Williamson (2000), that
sociological and economic new institutionalism du refer to the samkevel of institutions.
Williamson distinguishes four institutional levefsom the most global to the narrowest, each
level imposing constraints on the next one.

Figure 4: Williamson's four institutional levels

L2= Formal “rules

L1= Informal fh , L3=“Play of the L4= Resource
institutions (norms, o OI _elg?me .| game” (contracts .| allocation (prices,
values, customs g (legislation, "| and transactions) | |  incentives etc.)

property rights etc.)

etc.)

Williamson locates sociological new institutionafisin L1, property rights theory in L2,
transaction cost theory in L3 and neo-classicahenucs in L4. In fact, while economic new
institutionalism analyses both L2 and L3, sociotafinew institutionalism deals with both
informal (L1) and formal (L2) institutional level any case, Williamson’s hierarchisation of
the levels is interesting because it admits that‘thles” and the “play” of the game (the core
of his analysis) are constrained by the broadetituni®nal environment described by the
sociological authors. This explains some of theedjences described by Powell (1991), for
instance, the fact that informal institutions atisty’s level are much slower to change than
institutional arrangements at the organisationztlle

More fundamentally, the two approaches also difiethe way that they view the social actor
(Tolbert & Zucker, 1996). In the economic apprododjviduals and organisations are capable
of making institutional arrangements the most edfit in any given situation, albeit with a
bounded rationality. In the sociological approd¢hyersocialized’ individuals are assumed to
accept and follow social norms unquestioningly, haitt any reflection or behavioural
resistance based on their own particular, persantdrests (170). Tolbert and Zucker suggest
that these general modekshbuld be treated not as oppositional but rathergggesenting two
ends of a continuum of decision-making processes m@haviours (170). While certain
authors follow Tolbert and Zucker by calling forcambination of or at least a dialogue
between the two approaches (Immergut, 1998; Scargit2005), | have found little work
following this reconciling perspective.

1.5.3. Resource dependence theory and economic new fimtilism

Neo-institutional economists and resource depereldreorists both focus on the configuration
of transactions and exchanges among organisatitfeffgr, 2003). Also central are the issues
of power and uncertainty, the reduction of whiclenscial for any organisation. However, neo-
institutional economists predict which cost-minimgdevices will be chosen by organisations
to shield themselves from uncertainty, in a sorneW “invisible hand” view. RDT, on the
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contrary, considers that there are no universaltissls, even in a given context and
configuration of transactions: each organisatiol @gsign its own specific strategies (Pfeffer,
2003). Moreover, while the contractual approach daslatively narrow view of transactions
and tends to ignore the social context in whichytlaee embedded, RDT has a more
comprehensive conception including symbolic isdiudged to legitimacy. Finally, the initial
work of neo-institutional economists was to undardt why organisations exist and are
preferred to non-hierarchical market solutions. RDOWowever, takes the existence of
organisations for granted and rather examines #teategies in controlling the environment
and thereby ensuring survival.

1.5.4. Resource dependence theory and sociological nditutitnalism

Pfeffer and Salancik (1978) acknowledge part of ¥ew of the environment and the
institutions as constraining organisational behawidrheir following statement could well
have been formulated by the founding neo-instindlst authors: drganizational activities
and outcomes are accounted for by the context irchwkthe organization is embedded
(1978:39). Nevertheless, beyond this basic assompRDT recognises the strategic ability of
organisations to influence and even “enact” theivimnment. The relationship with the
environment is the result of a negotiation in whitie organisation tries to reduce its
dependence on the environment. On the contraryly eao-institutional authors depict
organisations as totally constrained by the instial forces, with very little power to
influence these forces. As a result, we can unaedgsivhy initial neo-institutional authors were
quite skeptical about RDT. Scott and Meyer (1988), instance, mention that RDT only
considers the direct connections between orgaarsgtineglecting the indirect and informal
connections. The focus on the “focal organisatigrélso criticised, for it is said to obscure the
wider environment of which that particular orgatima is only a part. Pfeffer and Salancik
(1978), on their turn, have criticised neo-instaoalism for being overly deterministic and
thus simplistic.

Nevertheless, according to Tolbert of Zucker (1998any authors claiming affiliation to the
neo-institutional approach are in fact using argutsiethat are closer to the resource
dependence approach. In their view, this stems tr@rdiscomfort of these authors regarding
the static and passive depiction of organisatiartheé early neo-institutional work. As a result,
they suggest that the frontiers between the twaogmhes are currently blurring; the latest
developments in “institutional entrepreneurship”“mrstitutional work” may be seen as the
result of cross-pollination between the institutibperspective and the strategic arguments
developed in RDT. This has been acknowledged b¥fd?ferho, in the introduction of the
reedition of the 1978 book, considers that thesatesjic institutional developments have
reduced the differences between the two approddifésrences that he describes as “slight” at
this date). Nevertheless, the distance betweeninitial arguments developed by the two
approaches should not be overlooked. It is thusemalid to distinguish the original
sociological neo-institutional theory from its latelevelopments such as institutional
entrepreneurship. This leads me to consideringldtier as an approach on its own and to
comparing it isolatedly with RDT.
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1.5.5. Resource dependence theory and institutional ermeprship

As previously mentioned, the recent and much muedegic neo-institutional developments
converge under the banner of institutional entmregueship (or institutional work). Although
authors of institutional entrepreneurship do notessarily refer to RDT, in my view, the
parallels are striking. Institution-building is hiy dependent on entrepreneurattess to, and
skills in leveraging, scarce and critical resourceseded to mount political actidifLeca et
al., 2008:12). Conversely, Pfeffer and Salancik’s dpton of how the environment is created
or “enacted” by organisations appears to be guitevergent with the view of institutional
entrepreneurship.

Thus, the focus is not so much on how organisatemasconstrained by the environment, but
rather on how they will react to it and try to alite “Noting that an organization's environment
is enacted, or created by attentional processagjddo shift the focus from characteristics of
the objective environment to characteristics of dieeision processin organisations (Pfeffer
& Salancik, 1978:74). Both approaches highlight 8teategic power of organisations in
creating, maintaining or disrupting institutionsitiwaccess to resources such as trust and
legitimacy as crucial tools (Kraatz & Block, 200Bawrence & Suddaby, 2006; Suchman,
1995). In my view, the major difference between R&»O institutional entrepreneurship is that
the latter is not restricted to “organisations”.ush institutional entrepreneurship does not
necessarily take the point of view of one focal amigation—it may also be individuals,
coalitions of organisations or other actors.

1.5.6. Global comparison

Several authors have illustrated graphically hovfetent approaches in organisation theory
can be located on axes representing particularriiiors or paradigms (see for instance Scott,
2003). In order to locate the four approaches af thwork—considering institutional
entrepreneurship as a distinct approach—, | bufiduae based on two axes. The vertical axis
considers the level of rationality left to organisaal actors by the different theoretical
approaches, which has been used as a discrimimgtian by authors such as Tolbert &
Zucker (1996). The horizontal axis depicts whetherapproaches consider that organisational
behaviour rather results of factors that are eote@nd anterior to the organisation
(deterministic view) or of a process that occumhudianesouly in the organisation itself
(interactionist view)? The four approaches can be located on these tes as depicted in the
following figure.

2 For an analysis of the opposition between therdetestic, system-based view, and the interactiprastor-
based view, a classical reference is Crozier artiberg (1977).
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Figure 5: Graphical comparison of the four theocati approaches
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Sociological new institutionalism is the easiestarate: it considers that organisational actors
are influenced by institutional processes thatatia@ly out of their reach (they thus have a very
bounded rationality) and that are clearly exterad anterior to the organisation (which are
located at a much higher level of society and ca)jtuOrganisations are totally constrained by
the institutions that surround them; they are noly ainable to influence these institutions
(determination), but they are also unaware of hdwsé institutions affect them (low
rationality). By contrast, economic new institu@ism depicts organisations as much more
rational-although their rationality is described lasunded compared to that considered in
mainstream economic theory—and influenced by elésnéat are mainly external and anterior
to them. There might be a little nuance, in a séimaethe organisation may choose, to a certain
extent, what types of goods it will produce, andhvwwhom it will conduct transactions. But
there is a strong determinism in the sense thaharong term, the “governance structure” (in
the broad sense) will necessarily be the one th#the most efficient (i.e., which minimises
transaction costs).

Institutional entrepreneurship assumes a higheel le¥ rationality than sociological new
institutionalism and looks at how organisationaloeg-often in the context of coalitions of
actors—may participate in institution-building. Tiperspective is thus much more interactionist,
although the authors of institutional entreprenieyrsdo not reject their neo-institutionalist
forerunners but rather aim to complete their wék.previously mentioned, this leads to the
“embedded agency” paradox (e.g., Battilana & D'AmnR009; Lecaet al, 2008) resulting
from the partial overlap with deterministic argurtsgnas depicted on the figure. Finally,
resource dependence theory has a position thaites ¢Jose to the previous approach, with the
difference that the focus is even more interactibrieach organisation can negociate its
dependence on the environment) and that the lelvehtmnality can be viewed as higher
(organisational actors are capable of more orri#snal strategical maneuvers).

Such a distinction between the deterministic andrattionist ways of seeing the shaping of
organisational forms leads me to suggest two wdysnderstanding the second research

60



guestion—namely, the factors that push FTOs to tadioprse forms. Indeed, the sociological
and economic new institional approaches examine déReernal forces that lead to
organisational diversity. FTOs will thus be infleex more or less passively by these forces,
and the “articulation of dimensions” through thgamisational form will reflect these factors
(either, in the sociological perspective, as réitexs of the institutional requirements, or,
according to the economic reasoning, as the re$ulbst-minimising behaviours that may be
predicted as the most efficient). In the interauBb perspective, by contrast, it is the
organisational actors who will consciously articalathe three dimensions into their
organisational forms because they give a specifaning to and seek power though such an
articulation. Compared with the two previously menéd neo-institutional approaches,
institutional entrepreneurship and resource depawléheory thus provide a totally different
interpretation of the second question.

As a result, the latter question can be split tiato separate questions (2a and 2b), as stated in
the introduction. It is worth noting that the issafethe tensions between the three dimensions,
as raised in the previous chapter, also receivdsgferent meaning from these two distinct
perspectives. Indeed, in a deterministic perspegctive tensions within the organisations will
reflect the broader institutional paradoxes (sagmal approach), or the high costs of
combining the several organisational assets redjwe each of the dimensions (economic
approach). In the interactionist perspective, hawethese tensions will result from power
plays between different organisational actors whib ty influence the balance between the
different dimensions. It is mainly in this interiaxtist perspective, looking at the strategies of
different organisational actors, that | will exmdhese tensions.

The following sections review the different thearak approaches in greater detail, presenting
their specific intuitions concerning the organisaél form, their weaknesses and their
contribution for the understanding of FTOs’ diversganisational forms in relation to the
three key dimensions of FT.

2. The contractual or economic neo-institutional aproach: the organisational form
as a cost-minimising institutional arrangement

2.1. The contractual or economic neo-institutional viewon organisational forms

In the contractual or economic neo-institutionaispective, organisational forms are primarily
seen as ownership arrangemént©rganisational economics have thus developed gainl
around the arrangements or forms allowing the reolucof transaction costs induced by
opportunism in a context of incomplete contractd haunded rationality (Barney & Hesterly,

3 “Ownership arrangement”, “institutional arrangeieftontractual configuration” and “governancetstture”
are terms that are used more or less as synonyntheincontractual literature. | will keep to the nter
“organisational form” uniformly throughout the thetical approaches.
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1996; Milgrom & Roberts, 1997 Such an opportunism partly depends on the infaomat
asymmetries inherent in the production of certgpes of goods.

In the economic literature, a “good” is understanda broad sense. It refers to the type of
economic production in which the organisation igoied. A good is private when it can be
consumed as an individual and isolated unit, witthiviidual payment by the purchaser (e.g.,
Milgrom & Roberts, 1992). Most of the classical samption goods (food, clothing, etc.) are
private. Certain goods are public, which meansithatot possible to exclude people from the
consumption of the good—“non-excludable” charastirt, or that the consumption of one unit
does not reduce the availability of the good foheot people—“non-rival” characteristic
(Samuelson, 1954). Air and public defense are elesmgf public goods. Nevertheless, certain
goods are excludable but non-rival (“club goodst, instance, a theater representation), or
non-excludable but rival (“merit goods”, for insta fish from the ocean). Both types of goods
are also called quasi-public goods (e.g., Minasi®§4). The production of non-excludable
goods induces “free rider” problems (Olson, 1968)eed, as no one can be excluded from the
consumption of the good, the provider is unablerdise individual prices that cover the
production costs, as consumers will be able topagt without being detected, or consumers
will pay less than what they would be preparedag for the service. Their unwillingness to
reveal how much they would be ready to pay indacemformation asymmetry at the expense
of the provider (Olson, 1965).

Trust goods are another source of information asgtnymThe quality of trust goods cannot
easily be observeédx-anteor evenex-postby the buyer, and the latter needs to trust the
provider about the proclaimed level of quality. Whe this situation observed? First, when the
good is a service difficult to evaluaea-ante(for instance, a surgical operation or a car ®@pai
Second, when the buyer is different from the bemafy and when the latter is unable to
inform the former about the quality of the goodisTmay occur, for instance, because of the
age of the beneficiaries (e.qg., little childrenaimursery or elderly persons in a hospital), their
situation (e.g., people with a mental disease oditap in a specialised institution) or their
geographical distance from the buyer. This lastasion finds a good illustration in the case of
development cooperation. Let me take the examptedd#velopment NGO that announces, let
me say, the construction of a school in an Afriedtage. Individuals will accept to give
money to the NGO if they trust that the NGO willeetively use their donation—at least partly—
to build the school. They will not be able to peralty check whether this is the case and if the
beneficiaries in the African village are satisfiemhless they are willing and able to cover the
very high costs of travelling to that village tokathe people how they evaluate the NGO’s
service. There is thus a strong information asymyrtegtween the provider (the NGO) and the
“buyer” (the donor).

For neo-institutional economists, the existencenfdrmation asymmetries and the free-rider
problem causes certain markets to fail, openingsitece for “alternative” institutions (e.g.,

™ For instance, Milgrom and Roberts, in their haralbon organisational economics, state as given ttheat
structure and design of organisations is determimethe desire of economic agents to minimise ttraimsaction
costs (40).
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Williamson, 1985). Typically, the inability of thearket—in the sense of classical corporate
firms—to overcome the free-rider problem obliges $tate to produce certain public or quasi-
public goods such as public defense. Neverthetestain goods were made excludable thanks
to technical solutions, thus allowing capitalisinfs to produce goods that were previously
reserved to the state—e.g., highway roads, bridgdse television, etc. (e.g., Minasian, 1964).
For other goods, excludability is a matter of peéit choice (for instance, health and education
are public goods in some countries but not in athefhe state, however, may also “fail”,
because of limited resources, the inability to detmnsumers’ demand, or because of the
“median voter problem” (Black, 1948). Hence, altive institutional arrangements may
emerge that allow service providers to overcomeféiieres of the market and of the state
simultaneously. Nonprofit and cooperative orgamsest, in the context of the Third Sector or
the social economy, are examples of such arrangsmas | will explain further in the sixth
chapter.

The institutional “Market-State-Third Sector” ordey is typical in the so-called “nonprofit
literature” (e.g., Ben-Ner, 2002; Steinberg, 200&)wever, such an ordering can be criticised
because the primary institutions may vary accordinthe goods and services: sometimes it is
the Third Sector or the state that are the inipedviders of certain goods and services.
Whatever the order of the “failures”, the most intpat thing to remember in the economic
neo-institutional approach is that the most effitimstitutional arrangement depends on the
specific information asymmetries and other souafésansaction costs. Specific organisational
forms emerge because they encompass assets thattladim to produce certain goods more
efficiently than other forms (e.g., Barney & Hebterl996). Non-capitalist forms will be
particularly cost-minimising solutions in the casé trust and public good production
(Krashinsky, 1986), as | will explain in the sixthapter. More generally, each organisational
form is a specific answer to a particular transal situation (Williamson, 2000). As already
suggested, the economic neo-institutional appraatius clearly more useful in understanding
organisational diversity than (neo-)classical eecnits (Bacchiega & Borzaga, 2001).

A major contribution to the overall comparison loé diversity of organisational forms in terms
of their cost-minimising assets is Hansmann’s btbke Ownership of Enterprise” (1996).
Hansmann’s analysis is particularly useful becatdaridges several contributions to neo-
institutional economics (transaction cost theorgeray theory, property rights theory).
Hansmann summarises the links between transactiets @and ownership arrangements as
follows. Firms have contractual relationships watlhumber of “patrons” such as customers,
suppliers, employees, etc. The main question iy avid how will ownership be “given” to one
particular patron over another? The answer lieth@notion ofcost of market contracting
assigning ownership to a particular category ofquet allows to reduce the costs that would be
endured through a traditional market relationshighwthat patron. These costs are a
consequence of market imperfections (“contractufas”). However, assigning ownership also
entails costs that are often underestimated insidals transaction cost theory (Barney &
Hesterly, 1996). Sucbosts of ownershimclude agency costs and costs of collective datis
making. Agency costs are the result of the neecbtdrol managers and of the inefficiencies
inevitably caused by the managers, over whom cbrsnoecessarily incomplete. The costs of
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collective decision-making result from the diffitplof owners in making common decisions.
There is thus no universal “best way”, but there arset of efficient (i.e., cost-minimising)

solutions. Thus, according to Hansmann, the mdsierit assignment of ownership is the one
that minimises the sum, over all the patrons offitme, of the costs of market contracting and
the costs of ownership. | will use Hansmann'’s teotagy of costs in the subsequent analysis.

2.2. Weaknesses

While acknowledging the advances of the contracapalroach in relation to the neo-classical
tradition, sociological authors criticise the siffiphtion of reality, with the environment
examined only in terms of market configuration arathsactions disconnected from the social
and cultural background in which they are embed@dnovetter, 1985; Powell & DiMaggio,
1991). However, the authors who claim the affibatiwith the institutionalist tradition,
particularly the historical stream (e.g., North,919 are less concerned by such criticism.
Moreover, the notions of ideology and political geanalbeit not ignored, are considered to be
strongly simplified (Pfeffer, 2003). Ideology (irhi$ case, ideological preference for
“alternative” organisational forms) is only onerakent of the “transactional atmosphere” that
will influence the costs of market contracting (ldarann, 1996). Political games in
organisations are also simply interpreted as eofdtiat increases the heterogeneity of the
owners’ preferences and thus the costs of ownership

Also criticised is the determinism of economic newtitutionalism (e.g., Foss, 1993). By
focusing only on the reasons why certain orgarosatiforms are preferable to others in given
contexts, the contractual approach neglects theeps®s through which organisations
concretely emerge, as well as the role entreprenplay in creating them. For instance,
Hansmann (1996) has a quite minimal view of the mil entrepreneurs, depicting them as
“brokers” who act on behalf of certain patrons @akeholders to set up organisations and who
then “sell” these organisations to them.

2.3. Adequacy for the study of FTOs and specific model

Using an economic neo-institutional approach rexgudetermining the economic nature of the
goods and services that are produced by the omgams in a given sector. Such economic
characterisation will help me to decompose theedtifit types of production included in “Fair
Trade”. An economic neo-institutional will be patarly useful to understand the economic
rationale of the different legal forms adopted @YOS as successive institutional arrangements,
starting with the pioneering role of nonprofit onggations. The age of the FTO is thus a key
element to understand where it can be locatedarstitcession of institutional arrangements.
Moreover, it may help to understand how particurangements allow FTOs to
simultaneously reduce the costs of market contrgdtihrough forms that protect them from
opportunism) and the costs of ownership (costsaliective decision-making and costs of
agency). While fields centred on easily observalpigyate goods may be particularly
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uniform’®, other fields with more complex goods may seeetmergence of different types of
organisational forms—this is referred to as “mixedn markets” (Marwell & Mclnerney,
2005). As | will try to demonstrate in the sixthagiter, FT can be seen as a mixed-form market
precisely because of the complex and multidimeradinature of FT goods.

The following figure represents the relationshipggested by the economic neo-institutional
approach:

Figure 6: The economic neo-institutional model
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The underlying hypothesis to answer the secondareequestion—which elements and forces
explain the diversity of organisational forms?—che formulated as followsFTOs’
organisational forms are diverse because they dopnoduce the same types of goods and
because they are not founded by the same typéskehslders, who thus do not face the same
costs in taking their ownershig he “types of goods” produced can be appreheiigeigh
the goals and activities of the FTOs, but alsouglotheir resources, as | will explain in the
fifth chapter. Another, more qualitative informati@onsists of looking at the owners and
examining how the ownership has reduced the cbatswiould have been endured through a
market relationship between the organisation arsd(these) stakeholder(s). Finally, this model
also takes into account the historical and econamoitext in which FTOs operate, because
this context has an impact on the costs linked wihtracting and taking ownership (e.g.,
Williamson, 1985; Hansmann, 1996).

3. Sociological neo-institutional theory: the organisaonal form as a product of
institutional forces

3.1. The sociological neo-institutional view on organid@énal forms

Among the four already listed founding articles {legth & DiMaggio, 1991), those by Meyer

and Rowan (1977) and DiMaggio and Powell (1988je the most explicit on the institutional
shaping of organisational forms. Let me focus, herethese two articles. First, Meyer and
Rowan (1991:47) introduced the view of organisaicas Hramatic enactments of the

rationalised myths pervading modern societieAs organisations imitate environmental
elements in their structures, theterid to disappear as distinct and bounded Unithis last

> Hansmann suggests thahé logic of the market was surprisingly strong amtform in choosing forms of
ownership (1996, 295).
"8 For the quotations of these two articles, | véfler to the 1991 reprints.
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point is an interesting but probably unintendedapalr with part of the contractual approach
(first stream) that develops a similar conclusion.

Meyer and Rowan contest the dominant functionalvved organisations by showing that
“structures can become invested with socially shanednings, and thus, in addition to their
‘'objective’ functions, [...] serve to communicateoinfation about the organisation to both
internal and external audienceglolbert & Zucker, 1996:171). Meyer and Rowan&ionale
holds up in the following statement:

In modern societies, the elements of rationalizethél structure are deeply ingrained
in, and reflect, widespread understandings of dowality. Many of the positions,
policies, programs, and procedures of modern orgations are enforced by public
opinion, by the views of important constituents khpwledge legitimated through the
educational system, by social prestige, by the |and by the definitions of negligence
and prudence used by the courts. Such elementsorafalf structure are the
manifestations of powerful institutional rules wini¢unction as highly rationalized
myths that are binding on particular organizatiqdgl).

What they call “myths” arerationalized and impersonal prescriptions that itiBnvarious
social purposes as technical oh€d4). They are definitely not part of a strategiwice as
they are beyond the discretion of any individual participant organizatiori (44). The
existence of rationalised institutional structuassbuilding blocks” makes it easier and more
legitimate to build formal structures. Meyer and wRa consider that, when creating
organisations, entrepreneurs do nothing more themrporating these building blocks with “
little entrepreneurial enerdy (52). By incorporating the blocks, organisatiormvoid
illegitimacy. Two implications are stressed: (&g“institutionalized myths define new domains
of rationalized activity, formal organizations ergerin these domaifis(2) “as rationalizing
institutional myths arise in existing domains oftiaty, extant organizations expand their
formal structures so as to become isomorphic wids¢ new myth¢46).

Powell and DiMaggio (1983) deepen the notion ofanigational isomorphism, distinguishing
three types of institutional pressures—coercivanetic and normative—causing isomorphism.
Coercive isomorphism résults from both formal and informal pressures rese on
organizations upon which they are dependent ancultyral expectations in the society within
which organizations functién67). The formal pressures may originate from gogernment,
the legal environment or important stakeholderg.(dunders), who impose particular rules
and structures. More informal and unconscious pressmay be exerted by dominant social
groups, perceived expectations from the public, etc

Mimetic processes refer to imitation among orgdmosa. “When goals are ambiguous, or
when the environment creates symbolic uncertaimtyanizations may model themselves on
other organizations that they perceive to be more legitimate and essful (69). This
converges with the notion of “path dependence”renir organisational behaviour will be
heavily constrained by past choices made by theraa the field. It is worth noting that the
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influent organisations may be different accordiadidw a potential imitator perceives success
and legitimacy. Powell and DiMaggio consider thatvrorganisations in a field always model

themselves upon older ones. Finally, normative ques stem from professionalisation: the
importance of formal education, the hiring of peoplithin the same industry, and the

development of professional networks across whicims and models spread rapidly

(promotion of “professional” practices).

3.2. Weaknesses

The main criticism toward sociological new institualism is its determinism. Indeed, these
theories suggest that the organisational form cannduced nearly automatically from a
number of external factors. This leaves very litdpace for entrepreneurial discretion
(Mintzberget al, 1998; Rouleau, 2007; Tolbert & Zucker, 1996).rEpteneurial action is not
denied but is seen as being heavily constrainethéyhorms and values of the environment.
Another weakness of sociological new institutiosialj ironically, is its weak
institutionalisation, with very little consensus definitions, measures and methods (Tolbert &
Zucker, 1996).

As we have seen, the criticism toward the overstat# of the role of the environment and the
deterministic reasoning has pushed neo-institutian#hors to bring in new developments.

First, as will be detailed further, the notion difet“institutional entrepreneur” has been

introduced to examine the capacity of entrepreneurd organisations to influence their

institutional context. In the same sense and paatiignowledging the work of resource

dependence theory (Powell and DiMaggio, 1991), nattention has been paid to detailing the
diversity of possible reactions of organisations imstitutional pressures, including the

possibility to alter these pressures (e.g., Scf91). Secondly, observations of persistent
heteromorphism, i.e., the variation of organisaldiorms and practices, brought nuances to
the assumption of “striking isomorphism” (e.g., Rtvand DiMaggio who nuance, from 1991,

certain of their 1983 paper’s arguments by opettiegdoor to paradoxical institutional forces).

Thirdly, the processes of institutional change hbagen taken much more into account, with
stronger attention to social movements as promofesach change (Rouleau, 2007:88).

3.3. Adequacy for the study of FTOs and specific model

The rich theoretical framework of sociological nawstitutionalism, used in a large part of
organisational analysis, cannot be ignored whemexag the shaping of organisational forms
in a given context. This set of theories offers poghensive tools to understand the social
forces that inevitably rule and constrain the béhavof organisations in a given sector. The
use of new institutionalism requires to carefulhyastigate the construction and constraining
role of the “organisational field” (DiMaggio, 199@) “societal sector” (Scott & Meyer, 1991).
Moreover, the attention to formal structures, dllmintrasted to the day-to-day and more
informal activities, provides rather explicit argents from the literature regarding the different
elements of FTOs’ organisational forms.
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To summarise, the relationship suggested by sagicdb new institutionalism and inherited

from the initial work of contingency theory is thene between the context and the
organisational form. In this perspective, organesetl diversity will be only temporary and

will decrease with the evolution—and thus the tostinalisation—of the field. Indeed, such
institutionalisation will bring isomorphic forcebat will orient organisational forms toward a
similar pattern.

Figure 7: The sociological neo-institutional model

Institutional forces Constraints —
(legislation, imitation, norms, Isomorphisr Organisational form
values, etc.)

The hypothesis implied by this model is the follogithe diversity of organisational forms in
FT is the result of the nonexistent, weak and/oragaxical institutional forces that
characterise this recent and multidimensional fieldhe variables that should be taken into
account areinter alia: the age of the FTOs (i.e., the context at the tahtheir creation), their
region and country (with their specific legislatjarulture and norms), their relationships with
other actors (typically in the context of networlks)d the values and education embodied by
their founders.

4. Strategic institutional approaches: the organisatioal form as the result of and the
tool for strategic action

4.1. Institutional entrepreneurship and organisational forms

Literature on institutional entrepreneurship idl sécent and has not yet developed a unified
theoretical proposition on organisational forms.r&taver, such literature is rather inductive or
at least abductive: authors often examine fieldstigularly emerging ones) to describe and
understand who the “institutional entrepreneur&€ and how they shape institutions in their
field (Hwang & Powell, 2005; Lecat al, 2008). In this context, organisations may usér the
form as a strategic and innovative tool to struetineir field and to promote their model as the
most suited for that particular field. Suited madake then meant to be adopted by other
organisations, which implies a power dimension €eggly when there are several rival
models). In this perspective, the organisationaimfatself may become the institution.
Ironically, this constitutes a convergence with ¥ison of “old” sociological institutionalism.

4.2. Resource dependence theory and organisational forms

First, organisational forms intervene implicitly Pfeffer and Salancik’s theory. Indeed, the
process by which organisations contribute to angattheir environment involves the
legitimisation of the organisations’ own forms gmdctices. In this context, the organisational
structure is presented as a tool by which the asgdon can satisfy demands from external
constituencies—a vision that has later been adopyeduthors of “stakeholder theory” (e.g.,
Donaldson & Preston, 1995). Secondly, and morei@ip) nearly all the strategic maneuvers
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suggested by Pfeffer and Salancik to secure adoesssources mobilise the organisational
form to a certain extent: mergers, joint ventuoesmptation, coalitions, etc.

4.3. Weaknesses

As previously mentioned, institutional entreprersdip is a recent notion and uses a rather
abductive approach. Therefore, theoretical promrstare only emerging, as results of the
replication of studies in different contexts (elgecaet al, 2008). Moreover, the introduction
of a strategic or interactionist perspective inaaibally deterministic field, which constitutes
the original contribution and the strength of thisrature, is also its main weakness. Indeed,
authors adopting this perspective are permaneating the “paradox of embedded agency”
(e.g., Battilana & D'Aunno, 2009; Leea al, 2008).

As for RDT, although it sounds very appealing tongnacholars, and Pfeffer and Salancik’s
book is quoted very often, few studies have pravieepirical validation of its predictions. As
stated by Casciaro and Piskorski (2005:16Resource dependence theory has acquired the
status of a powerful general metaphor, but it wasgimalized as an engine for theoretical
advancement and a basis for testable empiricalanede’

4.4. Adequacy for the study of FTOs and specific model

Compared to the two previous theoretical schodis, hain advantage of using institutional
entrepreneurship and RDT is to reintroduce ageney, the ability of organisations to act
strategically despite the institutional context @ahd contractual configuration. First, this will
allow me to examine FTOs’ organisational forms imare strategic perspective, as part of the
institution-building undertaken by institutionaltegpreneurs. Secondly, | will be able to look
at how certain FTOs use their organisational fotmatsgically to shape the values and
practices in the FT sector, i.e., to “scale up’ithestitution-building to the sector’s level. Such
shaping includes the particular meaning given éoaticulation of the three dimensions of FT.
These relationships may be summarised as follows:

Figure 8: The strategic institutional model

Institutional
entrepreneur

Institutional context | Organisational
Other actors X - form

Institution building

Access to resourc

The hypothesis that can be formulated accordindpi;omodel, and answering to the specific
interpretation of the second research question émmtion 1.5.6. in this chapter) is the
following: the diversity of FTOs’ organisational forms is ttesult of and the tool for strategic
action on behalf of certain organisational actorshav take the role of institutional
entrepreneurs and seek to raise and secure resaulrtgtead of leading to explore particular
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variables and relationships, this model rather iregufocusing on the strategies of particular
organisations, as | will explain in the next chapte

5. Synthesis and global model
The following table summarises the main featuretheffour approaches.

Table 9: Synthesis of the theoretical approaches

Sociological new | Economic new RDT Institutional
institutionalism institutionalism entrepreneurship
Basic discipline| Sociology Economics Sociology and Sociology
political science
View on the Influenced by Influenced by the | Influenced by Influences
organisational | institutional forces | configuration of | environment and | institutions oris the
form transactions can alter it institution
Discretion Very low Low High High
power
Weakness Deterministic, Narrow view, Difficult to apply “Embedded
institutions “given” | ignores social agency” paradox
embeddedness
Focus for Institutional Goods produced | Strategies for Institutional
study of FTOs | pressures in FT and ownership securing resources| shaping of FT
costs
Variables Age, region, Age, region, Individual strategies (case studies)
legislation, goals, activities &
networks etc. resources

As previously mentioned, it is not my goal to toy merge the different approaches into a
common framework. | am aware of the distinct assionp on which these approaches are
based. The approaches will thus be used separatetjifferent viewpoints on one same issue.
This exercise is a bit similar to that of Mintzbengd his colleagues in their book on strategy
(Mintzberg et al, 1998). Using a hinduist metaphor, these authasictl strategy as an
elephant or beast of which the different approaceseh allow to perceive only a part, which
makes it very useful to combine several approadhédse diverse organisational forms adopted
by FTOs are the “beast”, then | may hope that tw fpproaches will allow me to perceive
the largest possible part of it.

Here is a graphical illustration of the variablesl dhe relationships suggested by the different
theoretical approaches:
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Figure 10: Global model
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The institutional environment at the field levehdamore largely in the whole society,
constrains the organisational forms both direcdy—depicted by sociological new
institutionalism—and indirectly. Indeed, as highligd by Williamson (2000) and depicted
through the dotted arrow on the left, the configioraof contracts and transactions that form
the core explaining variable for neo-institutiom&lonomists is itself constrained by the field
and society-level institutions. FTOs will thus ndtoose their “product mix” uninfluenced.
Neither will stakeholders be interested in partipg in ownership only on the basis of
rational calculation. The explaining factors suggesy economic new institutionalism must
thus be understood in the broader context of thetitutional environment.

As we have seen, the underlying perspective ofetlhes approaches is rather deterministic,
considering thatthere are social processes and forces beyond th&aioof humans, which
affect our beliefs and behaviduiBlumberget al, 2005:20). Indeed, in both approaches, there
are a set of explaining factors that are cleartiniguished from the organisational form (they
are external and anterior to the organisations)amahich the latter depends. In other words,
in a given institutional context or a given configtion of transactions, it is possible to predict
how organisational forms should look like. Thiswky the arrows are one-sided toward the
latter. The economic and sociological neo-ingbnel frameworks are used in two separate
chapters (6 and 7) to underline the fact that the &pproaches offer different and rival
explanations for the diversity of organisationainis. Indeed, although they answer to the
same question, the type of answers that they peojsa®tally different. In both cases, though,
they rely on observed relationships between a tetpables and the organisational form.
Some of these variables are common (e.g., agemegoals, etc.). This is why | will present
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these variables and their links with the organmseti form through the same “pool” of data in
the fifth chapter.

In contrast, RDT and institutional entrepreneurséwamine how organisational forms, albeit
influenced by their economic and social context,yniee modeled and given particular
meanings by the organisational actors. In doingtlsese actors have the ability to use the
organisational form to shape their economic andasaontext. The underlying perspective of
these approaches is rather interactionist. Intenaistn is closer (but not identical) to the
interpretative paradigm that considers the“social world has a meaning for human beings
and is constructed by intentional behaviours antoat (Blumberget al, 2005:20). These two
approaches are thus well suited to develop anadienist understanding of the second
research question.

But, as we have seen, this does not mean that #pgseaches totally ignore the deterministic
analyses of the forces that influence organisatitmrens (first two approaches). Indeed, this is
shown through the the two-sided arrows on the &gwhich illustrate the double and
paradoxical movement of “embedded agency” (e.gttilBaa & D'Aunno, 2009; Lecat al,
2008): FTOs, while embedded in a given environmieate the ability to influence and shape
that environment. The two strategic perspectivdk pairticularly help me to understand how
individual FTOs and the coalitions they create tdluence their environment in a way that
legitimises their own structure and thus allowsdhganisation to survive. In certain successful
and/or innovative cases, the organisational forny become the institution (Kraatz & Block,
2008). To achieve this goal, access to resourcebeifirst place legitimacy—is crucial. In this
perspective, FTOs appear in a more active sethsg;institutional entrepreneurs” able to
influence their environment, and as actors thalecbland secure resources to reduce their
dependence from that environment. This is why | dévelop institutional entrepreneurship
and RDT together in the eighth chapter to deal wighstrategic use of organisational forms.

While taking care not to merge the theoretical apphes and their underlying assumptions, |

do hope that they can provide complementary anstwetse research questions. To establish a
parallel with Perret and Seville’s analysis, facagyeral possible paradigms for the same broad
question, this work adopts neither an integratieespective (to combine several paradigms
into a broad framework) nor an isolationist onedbmose one paradigm and reject all others);
it rather chooses a “multi-paradigm” perspectivensidering that each paradigm offers an

opportunity to enrich the understanding of the dgbhenomenon.
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Chapter 3 — Sample and methodology

The aim of this chapter is to explain where and Hdwave collected the data necessary to
tackle the research questions, and how | have tisesk data. The first section offers a
justification of the methodological choices, mairtlye choice of succesively building a

relatively large sample across four countries giares, and running a small number of case
studies. In the second section, | present theryistod the main characteristics of the FT sector
in the four regions chosen for the field study dnéxplain how the sample has been

constructed in each region. The third section {h@sents the different steps of collection and
treatment of the data, both for the sample andHercase studies. The final section recalls
some limitations inherent in the methodology.

1. Rationale

1.1. Two paradigms, two methodologies

The methodology depends strongly on the researitbspphy or paradigm (Blumbergt al,
2005; Perret & Seéville, 2007). Chosing a methodgltiwat is inconsistent with the paradigm
would lead to a weak research design (Baumard &,IB007). In this work, the challenge is
even greater that, as the previous chapter hasrshbere are two different paradigms, each
bringing specific interpretations of the researakgjions. This inevitably leads to two different
methodologies (Baumard & Ibert, 2007).

In fact, the general issue of this work—organisatlaliversity—and the first research question—
how to categorise such diversity—already lead mied& at a large number of FTOs. As | do
not have ara priori typology of organisational forms in FT at my dispf it is necessary to
gather such relatively large number of FTOs in pra# only to witness a meaningful diversity
of organisational fornf$, but also to observe common patterns and thusbleeta build a
credible taxonomy. Such a taxonomy will obviousky influenced by the way in which |
choose the FTOs and by my particular understanafimgganisational forms. Yet, the ambition
of building a taxonomy based on a high number o©&Ehould help to avoid a number of
pitfalls:

- missing a particular type of FTO because of a tmwaw focus on a few cases based
on ana priori classification

- being attracted only by the famous, well documentesks of FT “success stories”

- generalising the situation of FTOs in one particalauntry to other contexts

This is why | wish not only to observe a high numb& FTOs, but also to include different
countries and thus different socio-economic anducall contexts. This is, in fact, quite

" Indeed, the observation of any set of organisatimuld lead to the conclusion of organisationaégiity. The
goal here is to show that the diversity of form$uisdamental and reflects different visions of B%,explained in
the first chapter.
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consistent with the deterministic neo-institutiomaépretation of the second research question.
It is worth noting, though, that both of the nestitutional (economic and sociological)
approaches have been used with a wide array ofouelibgies:

- The sociological neo-institutional theory has besed in many fields and for many
different purposes, which has resulted in variousthmdologies: surveys and
questionnaires, historical research, content asalysase studies, etc. (Tolbert &
Zucker, 1996)

- Concerning economic new institutionalism, and patérly transaction cost theory,
research has been made both through quantitatideestbased on database analyses
(e.g., on the multidivisional form), and throughafjtative and historical analyses
(Barney & Hesterly, 1996).

The use of a sample of organisations is thus camtisvith these two approaches. Furthermore,
both approaches consider the influence of the bkoaral economic context on the
organisational form. Therefore, a special attensbauld be devoted to studying the historical
and regional background of each FTO. Such a cordexwell as a set of variables such as age,
goals and resources, lead to exploring the relghims among these variables and the
organisational form on the sample basis in a comohapter (5).

While a sample of organisations built from differeagions and generations is sufficient to
answer the deterministic interpretation of the selccesearch question, it is certainly not to
answer the interactionist interpretation and thestjon of the tensions. Indeed, understanding
the meaning and the role of the organisational foequires having a deeper look within
individual FTOs, looking at the logics of the orgational actors who compose them. This
implies to immerse oneself in the observed FTOsudjh more or less participant observation
(Allard-Poesi & Maréchal, 2007As we have seen in the previous chapter, the teorétical
frameworks linked to the interactionist perspectiésource dependence theory and
institutional entrepreneurship—see the organisatiform not merely as an attribute which is
passively shaped by a set of forces, but rathertasl that organisational actors may use in a
strategic way. Contrarily to the two previous frameeks, the ones used in this perspective do
require a specific methodology:

- Resource dependence theory is meaningful only iftake the point of view of a
“focal organisation” (Casciaro & Piskorski, 2009his implies one or several case
studies.

- In institutional entrepreneurship, although certairthors call for a diversification of
the methods and particularly for the broadeningthed empirical data to several
organisations and stakeholders in already studestioss (Lecaet al, 2008), case
studies are particularly useful for understandimg dynamics of institututionalisation
in a “new”® field (Lawrence & Suddaby, 2006).

"8“New” may be understood in the sense of an emeggrior or of a sector that has received onlg littademic
attention. In most cases, and certainly in the c&$€, these two understandings are closely lirtkeglach other.
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As a result, the two paradigmatical perspectives i® two different methodologies: the first
based on a large sample of FTOs, and the secondifgcon a few cases. It is worth noting
that such a juxtaposition of methods is not uncommecexamine one global research question,
especially a “why” question (Yin, 2009). Case sasdinay serve to identify issues that are later
examined through a survey, or, on the contrarypeedssues that are observed through a
survey (Yin, 2009). This work resides in the secpedspective. The use of a mixed-methods
design enablest6 address more complicated research questions colléct a richer and
stronger array of evidence than what can be accahetl by any single method al6r#in,
2009, 63). Indeed, we can already perceive howtwleemethods may reinforce each other.
Indeed, the deeper knowledge of certain FTOs offustrations to global phenomena
examined by the “macro” perspective, while the Wwidf the sample provides a background
against which the case studies may be chosenitdéail, and possibly extrapolated to a certain
extent.

It should be stressed, once again, that both paratical perspectives—and, thus, both
methodologies—rely on an exploratory, abductivecess. While pure “induction” consists of
proposing new theoretical propositions only on thasis of a series of observations,
“abduction” consists of observing a phenomenon loa ltasis of general propositions, not
precise hypotheses (Charreire Petit & Durieux, 200%e result of an abductive reasoning is
thus not a demonstration but rather a consolidatbra set of propositions that can be
considered as “uncertain inferences” (Charreiré ReDurieux, 2007).

1.2. Concrete methods

1.2.1. Sample: guestionnaire or interviews?

In the initial design of this study, | had plannedrun a survey by sending a questionnaire
across hundreds of FTOs in Europe. However, sevawatitioners warned me about the
likelihood of a very small response rate, given litide time available and the numerous
solicitations that these organisations receive fsohmlars and students. This was confirmed by
Krier's reports on FT in Europe (2005; 2008), whsetfer from low response rates despite the
strong institutional anchorage (the successiveiesudave been ordered by DAWS, the Dutch
Association of Worldshops, with the support of FTAGd FINE). Moreover, identifying FTOs
through the Internet or through directories (&WgETO membership list or Krier's reports on
FT in Europe), would have led me to include onlg targest and most famous FTOs, thereby
missing a large part of the organisational landsq&arrazin-Biteye, 2009). Finally, and most
importantly, | quickly realised that even the topicthis work required a much more in depth
and qualitative approach, with face-to-face intews. Indeed, issues of architecture,
governance, goals and activities, as well as lmits the context, would have been difficult to
translate into closed questions: the risk of misusthnding would be high, both for the
respondents and for ourselves, as | would takatisevers away from the context in which the
respondents and their organisations are embeddaol¢®, 1996).
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Instead of a questionnaire, | thus decided to conthce-to-face interviews, thereby reducing
the width but also increasing the depth of thenmiation (Blumberget al, 2005). | restricted
the area to four regions with a high concentrattbRTOs. As | will explain in the next section,

| contacted all the FTOs identified in the fourimts and tried to maximise the response rate,
reaching a number of 57 FTOs. Such a high numisewnedl as very limited time availabilities
of people in the FTOs, generally allowed me toriieav only one person, nearly always the
leader. | will deepen this further in this chapter.

1.2.2. Case studies

In fact, the interviews allowed me to analyse ¢batentof organisational diversity rather than
theprocess To use a common metaphor, | had access to adgtagith” (the content), but only
limited insights on the “film” (the process) corisig of the succession of photographs over
time (Grenier & Josserand, 2007). The method of ¢hse studies allowed me to better
understand the processes leading to the observadntoGrenier & Josserand, 2007). The
time dimension, the concrete dynamics and tensiaaswell as the viewpoint of several
organisational actors, all of which required by theesractionist perspective (see previous
chapter), were thus provided by an in-depth studgight individual FTOs. For some Belgian
FTOs, | already had good knowledge through padalootation and involvement, and it was
easy to have several interviews at different pexidébr other FTOs abroad, the deepening
came from a good contact during the interview, ilegqutio other interviews, a longer stay in the
organisation and several follow-up e-mails and doeotation exchanges. Multiple cases were
chosen to cover a certain extent of organisatidnedrsity and to surmount the criticism often
made to the case study method concerning its wessilglities of extrapolation (Blumbet

al., 2005; Yin, 2009).

1.2.3. Qualitative and exploratory purpose

In both the sample interviews and the case studtes,information collected is mainly
gualitative. Indeed, the only quantitative inforioatdirectly used in the analysis is the size
(turnover, number of employees, etc.) and the caitipa of resources. While the remaining
information is qualitative, | used part of it inettfiorm of categories, as will be explained in the
next chapter. Although these categories are tresti#istically, the purpose remains mainly
exploratory and abductive. Indeed, instead of ngsprecise hypotheses, | wish to examine
propositions that are likely to explain the obsedrveality (Blumberget al, 2005; Charreire
Petit & Durieux, 2007), i.e., that explain why FT@dopt diverse organisational forms and
what these diverse forms entalil.

2. Background and building of the sample
In this section, | present the history and confagn of the FT sector in each of the four

regions examined. This already allows me to sedliffierences among the countries in terms
of evolution and challenges of FT, which will bertgaularly useful for the neo-institutional
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analyses. After each historical introduction, Irtleescribe how | have contacted the FTOs in
each region.

2.1. Belgium

2.1.1. The Belgian FT sectbt

FT in Belgium finds its roots in the experience ©kfam in the 1960s. Following the
international development of the Oxfam Movemenerathe Second World War, the NGO
Oxfam-Belgium was created in 1964. The focus wasfamine relief in former colonies,
particularly in Africa. The first worldshop \{fereldwinkel) was opened in 1971 in Antwerp,
and several other cities followed its pioneeringraple. In 1975, the Flemish worldshops
formalised through “vzw Oxfam-Wereldwinkels” (heflea Oxfam-WW). The French-
speaking worldshops launched “Magasins-du Mondeaf@xésbl” (hereafter Oxfam-MDM)
one year later. The number of worldshops and veknst increased rapidly and the name
“Oxfam” became particularly famous and synonymoits ¥air Trade” in the public opinion,

a situation which remains to a large extent to daite.

Other pioneer FTOs emerged in the 1970s and adg@@lan important role in the diffusion of
the movement. Miel Maya Honing (hereafter MMH) wasated in 1975 as an NGO helping
honey producers in Central America. MMH did notateea new network of worldshops, but
launched honey-related products sold by voluntdarshe late 1970s, a pioneer FTO in the
Netherlands, the “Fair Trade Organisatie” (now fFarade Original”) created a subsidiary
near Leuven. Fair Trade Original Belgium grew t@dyae a wholesaler for worldshops but
also, inaugurating a future trend, for mainstreanyels. In the German-speaking part of
Belgium, Weltladen (“worldshop” in German) was dezhin 1978. After opening its first
worldshop in Eupen, Weltladen developed a partiensfth Rwandese handicraft producers
and launched several NGO-related activities (laggstommunication, etc.).

In the 1980s, the pioneer FTOs continued developiar networks of worldshops and
diffusing the FT concept. Yet, FT awareness andsaoption remained restricted to a small
part of the population. Like in other countriese tdevelopment of FT labeling strongly
contributed to the development of FT sales and eme&ss. In 1989, just one year after its
creation in the Netherlands, Max Havelaar was laadcin Belgium. Several development
NGOs were at the basis of Max Havelaar Belgium sode of them are still involved in its
governance. Max Havelaar Belgium, a founding membkerLO, started certifying the
products of the FTOs and of a small but growing benof corporations.

During the 1990s, the Belgian FT sector developedhér, while remaining relatively
homogeneous: nonprofit, anchored in civil socieslying mainly on voluntary work and
selling FT products through worldshops (other exXasiinclude Sjamma, created in 1996). In

" This section is based on my general knowledgehefBelgian FT sector, the interviews, several websi
reports written by the former Fair Trade CentreieKs reports (2005 and 2008), and Biélande, 200iis text
was reviewed and corrected by Samuel Poos at theéeTior Development Centre. | am grateful for héphand
comments.
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1994, Oxfam-WW decided to give a new impulse tocsnmercial activity by creating a
specific cooperative structure for it. Such redtritinog announced the major evolution that took
place in the end of the 1990s. At that time, neallyioneer FTOs were actively involved in
extra-economic producer support, through developmperojects with the producers’
communities or even beyond these communities. dttigity was subsidised to a great extent
by the Belgian Directorate-General for Developm@abperation (DGDC). However, with the
commercial development of these FTOs, the DGDC rheceeluctant to give subsidies to a
business. It only accepted to fund the socio-palitipart of the activity. As a result, most
pioneer FTOs had to split up their structure imo entities: a business and an NGO. MMH
and Max Havelaar followed the example of Oxfam-W@hly Oxfam-MDM® managed to
remain a single entity, even if it had to clearlgtihguish the two activities in its accounting.
The creation of a specific commercial structureegavboost to the economic development of
Oxfam-WW, MMH and Max Havelaar. The latter pressiuaegrowing number of mainstream
companies, including supermarkets, to invest thai€fie, attracted by its promising potential.

During the same period, another important event thascreation of Citizen Dream in 1998.
Citizen Dream differentiated itself sharply frometbioneer FTOs by a stronger commercial
approach and marketing strategy aiming to reactswoers less aware of FT. With this
purpose, Citizen Dream established a dozen shopsyicenters. The design of the shops and
the quality of the products were intended to attmaainstream consumers who were not
familiar with the worldshops. In its marketing, iZén Dream highlighted the quality of the
products rather than their FT dimension, evenfdrimation on the producers was available on
request. Thereby, Citizen Dream inaugurated a nay of “doing FT” which was later
followed by numerous other initiatives.

In the late 1990s, FT became officially recogniaed supported by public authorities, mainly
through the creation of the “Fair Trade Centre” wWnbtlrade for Development Centre”,

hereafter TDC). The center was hosted by the “Belglechnical Cooperation”, a public
agency for development cooperation, and aimed ppat the FT operators in the North as
well as in the South and to foster the growth arammtion of the sector. Such a promotion
included the organisation of an annual “Fair Tradeek” (in October), the ordering and
publication of reports on FT awareness and salé3elgium, and the creation of a dynamic
website®!

The success of Citizen Dream, together with themerial development of FT, pushed FT
pioneers to “professionalise”, a trend that id stirrently very present in FTOs’ discourse and
practices. These developments showed the gendrhat ploat FT is not just charity, and that it
can offer high-quality products. In 2002, Oxfam-WWith the agreement of its French-
speaking counterpart Oxfam-MDM, decided to sellpitsducts in supermarkets. Starting with
the Delhaize chain, many supermarkets began tao Qifdam food products (Colruyt, GB,

Match, etc.). Simultaneously, Oxfam-WW decided take its cooperative entity totally

8 Concerning the other pioneer nonprofit FTOs, Haade Original and Sjamma were not subsidised, edser
Weltladen was, but mainly at the local level.
81 www.befair.be
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autonomous and called it “Oxfam Fair Trade”, whalso became the brand name of the
products. Recently, certain supermarkets develtipeid own line of products, often coexisting
with FTOs’ products. Delhaize, for instance, novs Inenty products of its own line, along
with another twenty Oxfam Fair Trade products. lalnched its own FT product range called
“Fair Globe”. Supermarket FT products were sometingeveloped in collaboration with
FTOs, for instance, the “Solidair” products disttied by Carrefour and imported by Fair
Trade Original.

Following the development of Citizen Dream, butaosmaller and more focused level, several
FT companies were created after 2000, and partlgidance 2004, at a rhythm of several new
FTOs each year. The emergence and the developrhemadi FT companies was favoured by
several factors: growth of the FT market, interefstidealistic entrepreneurs”, existence of
niches uncovered by the pioneer FTOs in terms oflymts (e.g., wine, chocolate, etc.),
distribution channels (Internet sales, B2B, ettg, Several examples can be given: Ethic Store
(Internet sales and B2B), Satya (clothing), Vinorida (wine), Emile (home sales following
the “Tupperware” model), Ozfair, Tout I'or du mong@hops), etc.

Another important factor behind this emergencemn view, has been the promotion of

emerging FT businesses by the TDC. Besides othesioms previously mentioned, the TDC
wishes to stimulate new FT initiatives with the “Bair Award”. Each year, during “Fair Trade

week”, two new FT companies are given awards. Béybe monetary prize, such an award
increases the recognition and the credibility o¢ thominees. In this sense, the “Be Fair
Award” can be considered as a stimulator for eménegurship in FT. Moreover, it relays the
message toward potential entrepreneurs and towardroader economic world that FT can be
a promising market for ethically-minded businesdess the TDC that has introduced the
notion of a “Third FT wave” to describe the emerggenf these businesses (Poos, 2008).

Given the increasing success of FT, a range a&tivés in the domain of “ethical trade” have
tried to claim their equivalence or at least th@ioximity to FT practices and values. Two
initiatives have been widely covered by the mecdhd &y FT stakeholders: the “Collibri”
product range launched by Colruyt and Efico’s “Fand Sustainable Trade” label. Fearing
confusion among the general public, but also ant@wgjsion-makers involved in the domain of
public purchases, most Belgian FTOs felt the needptiblic recognition to protect the FT
concept. In 2005, Belgian FTOs, supported by th& TOrged for a law that would regulate
FT. Such a demand, although rejected by most maarst companies and by the Liberal
(right-wing) Party, was acknowledged by the thref-wing or center parties: the Socialist
Party, the Humanist (Christian-Democrat) Party #rel Ecologists. These three parties each
wrote their own law proposal. Slowed down by thétpal situation from 2007 to 2009, the
process of law examination in Parliament could dsmimed in 2010. However, the opposition
of right-wing parties and mainstream companies,ugeol under the Belgian business
federation (FEB¥, makes the adoption of a law specific to FT highjjpothetical. Indeed,
contrarily to the existing law proposals, the FE®rpotes the recognition of a broader and

82 Fedération des entreprises de Belgique.
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lighter range of ethical practices grouped under trm “sustainable trad&®. The recent
grouping of FTOs into the Belgian Fair Trade Fetlera(BFTF) might, however, lead to a
reaffirmation of the specific features of FT, amdaybe, to a new impulse to the legislative
process.

In 2007, Krier counted nearly 300 worldshops (maitile Oxfam shops) and 83 full-time
equivalentsemployed by FTOs. However, Krier’s fggiare restricted to the four largest FTOs
(the two Oxfam’s, Fair Trade Original and MMH). Axrding to the annual reports made by
Idea Consult at the request of the Ti)Qhe mean annual growth of FT sales is 15%. While
worldshops have seen their sales growing steadigynstream sales have grown even faster. In
2007, mainstream sales exceeded sales in the WwogddsFrom 2005 to 2007, labeled FT sales
grew from 15 to 35 million euros (Krier, 2008). Thember of licensees grew from 48 in 2005
to 112 in 2007 (Poos, 2008; Krier, 2008). FT basarached the highest market share (6% in
2007).

2.1.2. The Belgian sample

Before the study, | already had a good knowledgewf FTOs:

- Oxfam-WW, via past collaborations in the contextaopartnership study in Chile
(Huybrechts & Manigart, 2003) and an impact studolivia (Huybrechts, 2005)

- Oxfam-MDM, following a one-year volunteering exmarce in a worldshop and
one year on the Board of Directors.

- MMH, via numerous contacts with the manager andleyags in the context of
partnerships with the University of Liege

- Citizen Dream, through personal contacts with tla@ager

Other pioneer FTOs were added: Fair Trade OrigMaltladen and Sjamma. These pioneers
were interviewed between June and November 20®all¥ the wave of new FT businesses
starting from 2004 was included in the course d@i®@ith FTOs such as Ethic Store, Emile,
Tout I'or du monde, Satya, etc. Many of these nemganies applied for the “Be Fair Award”
given by the TDC. The director of this Centre, Sahtdoos, helped identify the new FTOs,
facilitate contacts with the sector and give feettbfar this study. Another opportunity to be
regularly involved in the sector and better unaerdtit was in participating in the steering
group of the previously mentioned study on FT heradi. From that study emerged the project
of creating a federation of Belgian FTOs: “partamp observation” in the preparatory
meetings, and, more recently, on the Board of tkRdMB also provided much insight and
material for the present study.

8 See the 2008 report “Les entreprises font la diffée avec le commerce durable” (Vancronenburgd200
4 See www.befair.be and particularly the 2008 report written by SamuRoos and available at
http://www.befair.be/site/download.cfm?SAVE=17774&E2.
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In total, fifteen FTOs were interviewed, which ctinges a representative santplef the
Belgian landscape. The following table presentsriaén features of the FTOs. It should be
mentioned that for the FTOs composed of two legdikies (group structures), | interviewed

the manager of each entity.

Table 11: The Belgian sample

Legal form Economic function Type of Year of
Organisation product creation
Citizen Dream Business Import & retail Handicraft 1999
D’ici, d’'ailleurs Nonprofit Import & retail Handiaft 2005
Emile Cooperative Retail Handicraft 2004
Ethic Store Business Wholesale & retail Mixed 2007
Fair Trade Original Nonprofit Import, wholesale &  Mixed 1978
retail
Latino Business Import & wholesale Handicraft 1998
Max Havelaar Nonprofit & Labelling Food 1988
cooperative
Miel Maya Honing — Nonprofit & Import, wholesale & Honey 1971
Maya Fair Trade cooperative retail
Oxfam-MDM Nonprofit Import, wholesale & | Handicraft 1976
retail
Oxfam-WwW Nonprofit & Import, wholesale & Food 1975
cooperative retail
Satya Individual Import & wholesale Clothing 2004
Sjamma Nonprofit Import & retail Clothing 1996
Tout I'or du monde Cooperative Retail Mixed 2007
Vino Mundo Individual Retall Wine 2004
Weltladen Nonprofit Import & retail Handicraft 1978

Besides FTOs, interviews were conducted with therdioators of the BFTF (2), the TDC (3),
and with NGOs (2).

2.2. France (Rhéne-Alpes)

Besides the facility due to its geographical pragnwith Belgium, France was chosen
because of my contacts with French researchersimgpdn FT in the context of the “Fairness”
research networ® Other contacts were made in the context of tharisgtion of the '8 “Fair
Trade International Symposium” in MontpelflérThis preparation process allowed me to meet
regularly with the PFCE, one of the main organisers of this conferencerdter to prepare the
field study and exchange about the results.

8 Only a small number of recent FTOs have not beetuded. It is difficult to determine the proporiiof the
sample in relation to the total number of FTOspamy new FTOs are launched regularly but are neays
known or identified as FTOs from their creationwk take the BFTF, the proportion is more or 168%.7

8 \www.fairness.fr

87 www. ftis2008.0rg

8 www.commercequitable.org
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2.2.1. The French FT secfor

FT was launched in France by several pioneer osgtions. Following the call of Abbé Pierre
in 1971, Artisans du Monde (hereafter ADM) wasiatgd in 1974 and incorporated in 1981.
Other pioneers include Artisanat SEL, Andines antluA Until the late 1990s, the French FT
sector remained restricted and shared by only allsmanber of politically engaged
organisations. Nevertheless, there was already semson between ADM, which relied
heavily on voluntary work and on worldshops, andléwes, which was opposed to the use of
voluntary work and to public subsidies (Diaz Pedfeg007). It was only in the late 1980s that
the term “Fair Trade” began to be used, by Andines.

In the 1990s, two major changes occurred. Firdllsgix Havelaar France was created in 1992,
somewhat later than its European counterparts. Mawelaar worked hard to increase the
recognition of FT—which was much less significanttlaat time in France than in other
European countries—and to convince mainstream coiepdhat FT could be worthwhile for
them. In 1998, FT-labeled products became availabsipermarkets for the first time. While
FT became increasingly known by the French pulieyas difficult for Max Havelaar and
other FTOs to bring and defend the idea that FOyets could be distributed in supermarkets.
Indeed, in contrast with other European countttes opposition to FT mainstreaming has been
and still remains strong in France.

In 1997, the “Plate-Forme pour le Commerce EquiftalfPFCE) was created, grouping
together the main FT pioneers and several NGOsetheg they successfully led campaigns to
have FT products distributed in supermarkets. Otmivities of the PFCE included the

organisation of the “Quinzaine du Commerce Equéaldvery year, the stimulation of

collaboration among members and the general promofi FT.

The emergence of new business-oriented FTOs catestiee second major evolution. In 1999,
Alter Eco was founded by Tristan Lecomte. Alter Bcocessfully paved the way for business-
like FTOs. It developed a range of quality fooddarats for supermarkets. Owing to the sale of
its products in supermarkets, Alter Eco’s turnovegpidly grew and exceeded that of most
pioneers. The example of Alter Eco was followed rbgny new small companies, such as
Ethiquable. Many of these FTOs distribute theirducts through both specialised outlets and
mainstream shops (Ballet & Carimentrand, 2008; Qacaloulouseet al, forthcoming).
Other small companies, however, have been oppas&d tin supermarkets and have joined
Andines in the “Minga” network. The members of Mingre characterised by their strong
political agenda and their simultaneous oppositionboth ADM (because of its use of
volunteers and its NGO-like, non-professional fisrahg) and Max Havelaar (because of its
collusion with mainstream companies). Moreover, ¢éirhas been unfavourable toward the
restriction of FT to North-South exchanges, préferrto include local initiatives as well.

8 This section is based on the interviews, seveedisites, reports (Krier, 2005; 2008; Sarrazin-Rite3009) and
a book on FT in France (Diaz-Pedregal, 2007).aksfated into a poster presented with SarraziryBise the 3

Fair Trade International Symposium in Montepelliealso asked the PFCE as well as several Freratheatics
(Carimentrand, Diaz-Pedregal, Gateau, & Ozcaglaridise) to read and correct my text. | thank theairafor
their cooperation.
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Finally, following Sarrazin-Biteye (2009), it shoulbe noted that a number of new FT
companies are not necessarily linked either to‘Mex Havelaar” or the “Minga” approaches

to FT. These “independents” are increasingly numerand challenge the description of the
French landscape based on its national networkgl(idahts & Sarrazin-Biteye, 2008).

In the meanwhile, pioneer FTOs such as ADM remairbeétween the anti-mainstreaming
(Minga) and the pro-mainstreaming sides (Max HaelRFCE and several new businesses).
Inside ADM, although there is still much heteroggnethe general orientation is that of a
stronger professionalism (Le Velly & Gallerand, 8R0In this context, since the late 1990s,
ADM has given more autonomy to its importing FTOol{&ar'Monde), stimulating its
commercial development while retaining the majootyhe shares.

As a result, at least four streams currently charese the French FT sector. One stream,
embodied by ADM and other pioneer FTOs, relies anldghops and voluntary work. For
them, selling FT products is a way to make the pamn aware of unfair practices in
international trade. Another stream, embodied by Mavelaar and part of the business-form
FTOs, aims to penetrate the market with the helmaihstream companies. Their rationale is
to increase the FT market share, whatever theilglisivn channel, so as to create the highest
possible volume for producers. The third streamnidbodied by Minga and gathers companies
combining a strong political profile with a cent@mmercial project, the two being naturally
embedded from their standpoint. Finally, a lot GiGs do not identify themselves in these
streams and are characterised by pragmatic app(&hazin-Biteye, 2009). Most of them
prefer a pragmatic approach to the confrontatiomckwinegularly opposes the three “trends”
(through debates, the media, etc.). Many FTOsahaiactive locally but do not participate in
the national networks also share this vision. Tioeeg in order to really understand the
dynamics and the diversity of the French FT sedtas, useful to observe the local situations,
beyond the description of the well-established amati actors (e.g., Gateau, 2008; Sarrazin-
Biteye, 2009).

Whereas the different historical streams collalsatahrough the PFCE platform, the divisions
became especially exacerbated when discussionslawerehed to prepare a French law on FT.
Debates hosted by AFNOR (Agence francaise de nagatian) brought together PFCE
members and FT stakeholders. It is the disagreemergeveral points—particularly on the
participation of mainstream companies and the iotistin of FT to North-South exchanges—
which led Andines to leave the PFCE and launchws network (Minga, in 2002). Finally, a
law was adopted in 2005 but it only proposed a \ganyeral framework describing FT and its
distribution strategies. This has not, however,perad the permanent debates that pervade the
French FT sector, with regular criticism both fréme inside and from the outsidf.

According to Krier (2008), there were 165 worldsedp France in 2007, but this number
strongly underestimates the number of shops akéstonly ADM shops into account, and not

% A good example is that of Christian Jacquiau’skbties coulisses du commerce equitable”. Whileidsing a
part of the FT system—the labeling function of Mdavelaar—, his book had an impact on the whole dfréfT
sector, leading to serious debates and to reindodogsions among FTOs.
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those of new FTOs. The same author counted 83ifud-equivalents in 2005 and in 2008.
Still according to Krier, FT sales were generateginty by mainstream channels: nearly 210
million euros in sales in 2007 (two times more thar2005), compared to only 20 million
euros in specialised outlets, although the latdeprobably also underestimated. FT sales in
France are thus characterised by a small marke¢ sbaspecialised shops with regard to that
of supermarkets. ADM’s turnover, limited to salesADM shops, has remained relatively
stable over the last years (less than 9 milliorogurlt is thus thanks to supermarkets and
importing FTOs such as Alter Eco and Ethiquable sades figures and FT recognition have
experienced the most dramatic growth in Europesgent years (nearly doubling every year
between 2002 and 2005). As Krier observéispSe organisations which have opted to go for
the broadest possible distribution of Fairtrade tdeed products, such as Malongo, Ethiquable
and AlterEco have seen their turnover skyrocketowgrtaking the pioneering SolidarMonde
and leaving the traditional market leader far betif2007:73). As a parallel, FT recognition
in France has grown from only 9% in 2000 to 8192007 (Max Havelaar-Ipsos, 2007).

2.2.2. The French sample

After several discussions with representativeshef PFCE in Paris, | decided to orient the
French part of the study to the Rhone-Alpes regtdfocusing on a particular region is useful

in order to limit the size of the sampland to make it possible to interview many FTOSrdyr

a small period of time. Moreover and most impottgrihe focus on one region allowed me to

include smaller and less known FTOs than the tbrdeur large FTOs often used as examples
of the French FT sector (ADM, Andines, Alter Ect;.p Consequently, the sample includes
many small FT companies often ignored in the retean FT, yet crucial for understanding

the diversity of the FTOs’ landscape (Sarrazin‘te2009).

The region of Rhéne-Alpes, including major Frendties such as Lyon, Grenoble and
Valence, is one of the most dynamic regions in $eaiFT. It includes many FTOs active at
different stages of the process (import, transfdiona distribution, promotion, etc.). It is no
wonder, for instance, that the first “European F3irFtook place in Lyon in 2008. For
practical reasons, | restricted the area to theadeyents of Ardeche, Drébme, Isere and
Rhone®® The Rhone-Alpes study was largely facilitated by contacts with the “Equisol”
support structuré® Equisol is not a network of FTOs but a platformos& mission is to
support the development of the FT sector in Rhélpe#\and to increase collaboration among
the various actors. Equisol receives financial supfrom the Rhone-Alpes region. Equisol’s
activities include the organisation of fairs (amamigich the 2008 European fair), support for
logistic coordination among actors, and educat@amaigns. Although Equisol is historically
close to Max Havelaar France, it progressively epleits scope to and was accepted by other

°! The PFCE suggested avoiding the central regioiteade-France, in which FTOs were regularly sodiditfor

various studies. The PFCE was, moreover, alsoested in having more information about FTOs frorneot
regions.

%2 pccording to the PFCE, there are more than 300<HiEed in the country.

% Departments of Ain, Savoie and Haute-Savoie wemerigd, as they are more difficult to access anyg Have

a much lower concentration of FTOs.

% www.equisol.org
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companies involved in FT, belonging to various ree&s (Minga, ADM, PFCE) or to neither
of them. Besides facilitating the contacts with tHEOs, Equisol provided very interesting
feedback to the first findings of this study. OtHacilitators for the study were city-level
networks and regional structures of national nekworCity-level networks include the
CLACE® in Lyon and Grenoble équitable. The main role lidse networks is to organise
common FT fairs and to foster knowledge and expegeexchanges among the actors. | also
met the ADM regional representation structure.

In the five departments considered for the studlythee organisations listed on Equisol's

website and totally dedicated to the import andfoe distribution of FT products were

contacted. | made a selection only out of the Aldnts, focusing on the main cities. Out of
thirty-seven organisations with valid e-mail addess twenty-two replied positively. | met

most FTOs at their headquarters, mainly in theegitof Lyon, Grenoble, Valence and

Montélimar, during two one-week stays in the redi@etober and December 2007). The other
FTOs from the sample were met during the first paem FT Fair in February 2008 in Lyon.

Table 12: The French sample

Name Legal form Economic function Products Year of
creation
ADM Lyon-Ouest Nonprofit Retall Handicraft & food 002
ADM Vieux-Lyon Nonprofit Retail Handicraft & food 974
ADM Valence Nonprofit Retail Handicraft & food 1984
Artisanat SEL Informal Retail Handicraft & food| 2006
Grenoble group
Artisanat SEL Lyon Nonprofit Retail Handicraft &dd | 1997
Au cabanon équitable| Individual Retail Handicraft (0]0]7]
Aux 4 coins du monde Nonprofit Import & retail Hacft 1981
Ayllu Valence Nonprofit Import & retail Handicraft 1987
Casayan Individual Import, wholesale & retail Haomelft 2005
D’ici et de la-bas Individual Import & retail Harwtaft 2002
Equomondo Individual Retalil Handicraft & food 2006
Ethiquable Gourmand Cooperative Import, wholesalei&il | Food 2005
Karawan Business Import, wholesale & retail Cososeti 2004
Laspid Business Transformation & retail T-shirts 0e0
L’épicerie équitable Business Retail Food 2004
Quat’rues Business Transformation & retail T-shirts 2006
Saldac Business Import & retail Food 2000
SGAP 38 Nonprofit Import & retail Handicraft & food2003
Signaléthique Business Import, transformation Handicraft 2005
retail
Sol'alter Individual Import & retail Food 2007
Soli'gren Cooperative| Import & retail Handicraft & food| 2006
(+ nonprofit)

Souffle de I'Inde Nonprofit Import & retail Handiait 2000

% Coordination lyonnaise des acteurs du commerciade.
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Besides interviews with FTOs’ managers, | regulant representatives from Equisol and the
two city-level platforms (Lyon and Grenoble). | @lmet the regional ADM platform (ADM
Rhéne-Alpes), as well as two NGOs closely linke&#To(Equit’Afrique and Traces).

2.3. United Kingdom (England)

A third country chosen for the study was the Uniik@dgdom. | have chosen the UK for two
reasons. The first is that | found it useful toludge a country with a different, “non-Latin”
cultural and economic context. The second is thatiK has a very dynamic FT sector with a
range of very innovative FTOs. Research on FTss akry dynami€, which has allowed for
useful exchanges with British academics aboutdtudy.

2.3.1. The British FT sectdf

The UK is often presented as one of the countriesrevthe FT sector is the most dynamic and
the fastest growing (Krier, 2005; 2008). Togeth@hwhe Netherlands, the UK is also one of
the first European countries where FT initiativeseeged, in the 1950s. Oxfam UK can
certainly be considered one of the FT pioneers uroge. It was launched during the First
World War and proposed the idea of selling itenasnfrdeveloping countries in charity shops
instead of just giving money. The first shop opeme®xford in 1948 and the concept spread
rapidly. However, campaigning has remained Oxfaman activity: in 2002, it decided to
leave its trading activities to focus on awaremagsing and lobbying.

In 1979, Traidcraft was founded as a public limimmmpany specifically devoted to FT.
Created with a clear Christian identfty Traidcraft first developed its distribution netis
through churches and religious groups. Catalogiles sand the involvement of numerous
volunteers made Traidcraft grow rapidly. A secomditg was created in 1986 as a charity
named Traidcraft Exchange and focusing on prodsopport. The two organisations work
hand in hand and their actions are ensured homagéheugh the Traidcraft Foundation.

Also in 1979, Equal Exchange was founded by thi@anieers involved in development aid.
Based in Edinburgh, Equal Exchange chose the fdraweorkers’ cooperative. In 1986, given
the success of the company, a sister cooperatigongated in the US. Many other FTOs
emerged in the 1980s, such as One Village (19863t&(1983), Bishopston Trading (1985),
Shared Earth (1986) and Twin (Third World InformatiNetwork - 1985). Founded by the
Greater London Council, Twin is an interesting epéerof a publicly-launched FT initiative.
Twin split up its activities: the charity Twin foses on producer support, while Twin Trading
deals with importing the products and designing sapply chains.

% As it appeared, for instance, on the first “UK Faiade Knowledge Transfer Workshop”, held in CHriti

April 2009.

" This section is based on the interviews, seveedsites (BAFTS, Fairtrade Foundation, etc.), Anole@009a;
b), Moore (2004), Nicholls (forthcoming), Krier'sports (2005 and 2008) and the Fair Trade Knowldagasfer
Workshop in Cardiff.

% Traidcraft was created by people from Tearcraftoller FTOs with an even clearer and exclusiveistian
identity (Anderson, 2009a).
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Together with Traidcraft, Oxfam UK and Equal ExchanTwin was involved in the launch of
Cafédirect in 1991. The four FTOs decided to uthtgr efforts to launch a commonly owned
company focused on a particular product: coffedédieect was a unique example at that time
and became very successful, designing attractieduysts and managing to distribute them in
many supermarkets. The success of Cafédirect pubhwad to launch other FT companies
focused on a particular product: Day Chocolates(l&tivine) in 1998, Agrofair (fresh fruit) in
2001 and Liberation (nuts) in 2007. Divine was fingt FTO in which producers (the partner
cooperative Kuapa Kokoo) hold shares (45%) andrsithe Board of Directors, an example
which would later be followed by other FTOs suclCas$édirect and Twin.

In 1992, Traidcraft, Oxfam and three NGOs camettogjeto create the Fairtrade Foundation,
which organises FT labeling in the UK. The first Rbeled products—coffee, chocolate and
tea—were launched in 1994 and were followed by nwhgrs, including products branded by
supermarkets and food companies in the late 1990s.led to making the UK a pioneer of FT
mainstreaming® Since 1997, the Fairtrade Foundation has beennisigg the annual

“Fairtrade Fortnight”, an event aiming to boost Ba@les and recognition, especially in
supermarkets. Among the supermarket chains, thep&ative Group has been the most
involved in FT, with a wide range of FT productsianstrong commitment to promoting E*f.

In the early 1990s, many worldshops were creatieln through the impulse of the established
pioneers (Traidcraft, Equal Exchange, etc.). Mahthese worldshops participated in the first
European Worldshops conference in 1994 and dec¢aledllaborate at the British level. These
shops came together one year later to create thishBAssociation for Fair Trade Shops
(BAFTS). BAFTS’ mission is to provide support to Bfiops and to promote FT at the national
level. Members of BAFTS—nearly one hundred in 2028« to be autonomous (not linked to a
particular importer), they must get involved toeatain extent in campaigning and they must
seek coherence by applying the FT criteria intédynalThe criteria apply equally to how trade
is practiced in the North, so shops will be openctstomers about business practices,
informed about products and treat their own stadfliv(BAFTS, 2003).

The campaigning efforts of pioneers and of BAFT®& fe the adoption of FT products by
public entities, including the Parliament, as s@sn1997. Local administrations also started
consuming FT products and the title “Fairtrade tobwas claimed for the first time in 2001 by
a small town called Garstang. Principles for “Fwms” were set and monitored by the
Fairtrade Foundation. They include a strong invimigat of public administrations, schools and
local communities who can themselves become Fdetrarhrough imitation of and
competition for the “Fairtrade” title, this has léol a very large network of towns, schools,
universities and churches campaigning for FT (K2€08).

% http://www.fairtrade.org.uk/what_is_fairtrade/hist@spx

190 cooperative supermarket chains have been pioimeesailing FT products in countries such as the UWaly
and Switzerland. This is why certain authors fronese countries suggest that the involvement ofethes
supermarkets in FT should be distinguished fronh@#fi@onventional supermarkets (e.g., Nicholls &Df2005).
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Many small FTOs emerged around 2000. Most of tlk@¥@s focused on a particular product

line: jewelry (Silver Chilli — 1999), clothing (Ppte Tree — 2001), olive oil (Zaytoun — 2004),

etc. The case of People Tree illustrates the saces the innovation of new FT businesses in
the UK. Initially launched in the early 1990s irpda by Safia Minney, the company met an
enormous success by focusing on a previously umedvarea: fashion. Designing fashionable
FT clothing allowed People Tree to have its progaistributed in mainstream outlets, such as
Topshop stores in London. Besides strong commedgiahmics, People Tree has been very
involved in campaigning, as a WFTO member: its ftems at the origin of the celebration of

the “World Fair Trade Day”.

The leaders of both pioneer and newcomer FTOs belgrio WFTO-some of which through
BAFTS—meet three times a year to discuss commaessthrough an informal network called
“Fair Trade Leaders Forum”. Although all British ®% are not represented, the Forum can be
considered as a major informal network gatheringridorters and distributors in the UK.

In 2002, the “Make Poverty History” campaign raigetwrmous enthusiasm among FTOs and
their stakeholders. Many FTOs got involved in tampaign by selling armbands. This, in turn,
had a very positive effect on the sales of FT petsluBy 2005, 100 British towns had engaged
in FT. In 2008, Wales became the first “Fair Traomuntry” in the world thanks to the
involvement of Welsh towns, government and FT sujgpe (in the first place the association
“Fair Trade Wales”). In 2007, UK consumers chosdé@iaect as “the most recommended
brand in the UK”, among 2000 companies (Krier, 2008

The prospect of the Olympic games to be held indoonin 2012 is now seen as a tremendous
opportunity for FTOs and more generally social grises. Through the “Winning with 2012”
campaign, the coalition “Social Enterprise Lond¢8EL) aims to put social enterprises such
as FTOs at the forefront for the delivery of praduand services during the games. If their
lobbying efforts succeed, FT products such as Qafétdcoffee could gain even more visibility
and turnover.

According to the Fairtrade Foundation (2008), tdadleled FT sales in the UK exceeded 700
million pounds in 2007, most of which was generatesupermarkets. For more than a decade,
FT sales have been nearly doubling every year (KB808). According to Krier, sales by
FTOs probably reached 100 million pounds in 20@Bi(62005). Total sales—labeled and non-
labeled—are much higher than in the three othentci@s of the study, and growth seems to be
continuous. However, there could be a decline insélles because of the economic crisis,
similarly to what is currently occurring for orgarfood in the UK. FT awareness reached 57%
in 2007 (as opposed to 12% in 2000). In 2007 Keemted nearly 250 full-time equivalents in
British FTOs.
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2.3.2. The British sample

The selection of the FTOs was made with the helBAFTS’ websité®, which lists the FT
shops, but also a number of 100% FT importers fwich the worldshops can buy FT
products. | screened the list and contacted thesHf&ailers, importers or both) in the areas of
London and Newcastle. The reasons for this chormethe concentration of FTOs in London
and the presence of what can be considered a “BT inuNewcastle (with Traidcraft and
Shared Interest as two major actors). Around Nethgsaontacts were facilitated with the help
of Professor Geoff Moore from the Durham Businedso8l, also Board member of Traidcraft
and of Gateway Worldshop in Durham. One FTO in €dniry (Siesta) and another in
Leicester (Just Fair Trade) were included becatfisheir easy access on the way to or from
one of the two cities. Eleven FTOs participatethim British part of the study, between January
12 and 17, 2008. This is certainly not represevgadif the total British FT sector, although |
have tried to reflect the diversity of FTOs in K, from the small importers and worldshops
to the large groups.

Table 13: The British sample

Legal form(s) Economic function(s) | Type(s) of | Year of
Organisation product(s) | creation
Cafédirect Public limited company Import & wholesal Coffee 1991
Ganesha Private company Import & retail Handicraft 1992
Gateway Nonprofit Retalil Mixed 1980
Just Fair Trade Workers’ cooperative Retail Mixed| 2000
One Village Family company Import & retalil Handiftra| 1979
People Tree Private company + Import, wholesale & Clothing 2001
Nonprofit retail
Siesta Private company Import, wholesale & Handicraft 1983
retail
Silver Chilli Private company Import, wholesale &  Jewelry 1999
retail
Traidcraft Public limited company + Import, wholesale & Mixed 1979
Nonprofit + Foundation retail
Twin Private company + Import & wholesale Food 1985
Nonprofit
Zaytoun Community Interest Import & retalil Olive oil 2004
Company

Additional insights on FT in the UK and on FTOs'ndynics were also gained through contacts
with British scholar¥? some of whom are themselves involved in FTOs.ddwer, several
interviews allowed me to compare the British FTOthwhose of other European countries: at
Shared Interest (credit provider for FT producerd amporters), Phytotrade (a producer-led
office for market access based in London) and Efdifected by Traidcraft's leader).

101 www.bafts.org.uk
192 50me of whom at the FT Knowledge Transfer Worksihapardiff in April 2009.
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2.4. ltaly (Rome)

Italy was the fourth country included, becausetsfparticular situation in relation to FT, as
will be explained further. Moreover, | chose Itallyanks to my contacts with Professor
Leonardo Becchetti from the University of Rome “Tgrgata”, whose help in preparing the
interviews and commenting the Italian situation weasy helpful.

2.4.1. The ltalian FT sectdf®

FT in Italy is a little more recent than in Belgiuamd France. The history of Italian FT is
linked to that of CTM Altromercato, the first estiahed FT operatot®* After few importing
and distribution attempts, CTM (Cooperazione Tevikando) was created in 1988. The idea
was not only to create an importing organisatianmf which worldshops could buy their
products, but to really foster the development aildshops and offer them much broader
services (training, logistic support, contact wgtoducers, etc.). The cooperative form was
chosen by CTM as a vehicle for the participationtted workers. But worldshops are also
invited to become members of the cooperative. énetarly 1990s, many worldshops emerged
and most joined the cooperative (among which twon®wo FTOs created in 1991). Italian
worldshops created the Associazione Bottheghe dldd (Assobotteghe) in 1991.

It was also in the early 1990s that other imporfiigds were created, mainly in the North of
Italy. EQuo Mercato was launched in 1991. ComeAdiernativo emerged in 1992, also as a
cooperative structure of which worldshops can bexanembers. It rapidly became Italy’s
second largest FTO. Equoland started in 1995, astzhRiell’Altro Mondo in 1997. In 1994,
the Italian label “Transfair Italia” (now “Fairtradtalia”) was created. The aim was to promote
FT in mainstream distribution channels. However MC@hose not to use the FT label on its
products, considering that its brand and identigy sufficient for consumers (Krier, 2008). As
a result, sales of labeled FT products remaineatively weak in 2007 and restricted to only
4000 supermarkets (Krier, 2008). Comercio Altentthas had its products labeled since
1997, but sells many of them through specialisetétsu

In 1998, CTM evolved into a consortium which grodperganisations only (mainly
worldshops), not individuals. The consortium forhowwed CTM to grow further and integrate
up to 120 organisations, representing 350 worldshpier, 2008). Also in 1998, the main
Italian FTOs come together to discuss a commondptaint on what FT means and which
criteria it involves. The final document was pubéd in 1999 under the name “Carta Italiana
dei Criteri del Commercio Equo e Solidale”. ItaliBMOs continue to work together informally
on how to implement and monitor the criteria. Ir020they incorporated their collaboration
under the name “Assemblea Generale Italiana deln@neio Equo e Solidale” (Agices).

193 This section is based on the interviews, sevemsites, Krier's reports (2005 and 2007), and they v
complete and innovative report by Vigaabal. (2008), as well as on a draft article by Becch&ttCostantino
((forthcoming).

1% Translated and adapted frdrip://www.altromercato.it/it/info/chi_siamo/storia
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Agices created a register of Italian FTOs respgdtis criteria. From the beginning, a central
criterion for being on the register has been tha@pnafit or cooperative status of the

organisation. Agices recognises the advantageawhy) FT products sold in supermarkets, but
promotes a clear distinction between mainstreaninbsses and the network of worldshops
that it aims to promote. Such a decision reinforttexl two-sided nature of FT distribution in

Italy. The FTOs’ side is very politically involvegarticularly the worldshops. AssoBotteghe,
grouping only worldshops, is even more radical tAagices, which also includes importers.

Certain worldshops have left Agices to remain mesloaly of AssoBotteghe. Nevertheless,
with its 250 members and its WFTO membership, Agjickearly remains the dominant FT

network in Italy (Krier, 2008).

Rome became the first Italian FT town in 2005, witl support of Agices. By 2007, 18 towns
had received such a title (Krier, 2008). ThroughMZS “Ristorazione Solidale” project,
schools have become very involved in the consumptimd promotion of FT. Such
involvement is particularly remarkable and is oftgmen as an example of successful public
participation in support of FT. Agices and AssoBgtte, together with Fairtrade Italia,
collaborate for the organisation of the annual &T ¢alled “Tuttunaltracosa”. More important,
the three organisations are the major driving fdrebind the work toward an Italian law on
FT. After recognition and support of FT by sevemaional authorities, discussions at the
national level started in 2006, under the impulsiatian Parliament Members in favour of FT
(grouped in the AIES netwot®). Ideas to be included in the law included spepiablic
funding, tax reductions on FT products and as aglbn FTOs themselves. The question of
who may qualify as an FTO (only nonprofits and caragives, or beyond) is thus crucial in this
context. However, the law proposal has not yet besad. The government change in 2008
and the economic crisis are not likely to favouapid adoption of the text.

Italy is characterised by one of the highest numitoérworldshops in Europe, with more than
600 units (Krier, 2008; Viganet al, 2008). More than half of them are relatively ygun
(created after 2000) and 60% are located in thehNof Italy (Krier, 2008; Vigancet al,
2008). Another specific feature that contrasts wettier countries is the higher sales by FTOs
compared to supermarkets. However, sales of FTugtedin supermarkets have grown
strongly in recent years, from 25 million euros2@04 to 39 million euros in 2007 (Krier,
2008). Despite supermarkets’ growing interest, dsitbps and importing FTOs still dominate
the ltalian FT landscape. Their dynamism, both ba political and economic sides, is
characteristic of the “Italian FT model” (Becche#tiCostantino, forthcoming; Viganét al,
2008). In 2007, Krier counted more than 400 fultdi equivalents in FTOs (importers and
worldshops), which again constitutes an exceptianatber in Europe (Krier, 2005; 2008).

2.4.2. The ltalian sample

| focused on the region of Rome, in which the coragion of FTOs is higher than the national
average (Vigancet al, 2008). While the Roman area includes mainly wsirps, as most
Italian importers are located in the North of It@lfigano et al, 2008), FTOs in this area are

195 Associazione Italiana dei Parlementari per il Carrio Equo
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not necessarily homogeneous. Because the Agicesoretgathers only nonprofit and
cooperative FTOs, and does not include severallesmatd more recent initiatives (Vigaed
al., 2008), | also included non-Agices members of ‘thesoBotthega” network as well as
independent FTOs found through an Internet reseirdRome, the local network “Roma Equa
e Solidale” (RES) that gathers almost all the Ro&@s, was very helpful in making contact
with many FTOs and having an overall view of thealosector. | also included an FTO located
outside Rome and met during the European FT Fdiyon (Mondo Solidale®° The Italian
sample counts nine FTOs—about 40% of the FTOs mdrinterviewed in May 2008.

Table 14: The Italian sample

Legal form Economic function Type of product | Year of
Organisation creation
ComES Social cooperative Retail Food & handicrpft 1990
Engim Nonprofit Retall Food & handicraft 2002
Equociqua Social cooperative Retail Food & handlicta 2000
Equo % Social cooperative Retalil Food & handicraft 2004
Esprit Equo Individual Retail Cosmetics 2005
Il Fiore Social cooperative Retail Food & handitraf 2004
La Tenda d. Populi|  Social cooperative Import &ilet Food & handicraft 1996
Mondo Solidale Social cooperative  Import, wholesed¢ail Diverse 1993
Pangea-N. Troppo Social cooperative  Import, whddesatail| Food & handicraf 1991

2.5.

Comparison

Let me now summarise and compare the main featfifés and FTOs in the four countries, as
shown in the following table. | particularly focus the position of pioneers, on their role
regarding the mainstream players and the spacttafewcomers.

Table 15: Comparison of the FT sectors in the foauntries

Belgium France Italy UK
Estimated FT sales (euros}’ | 75.000.000 250.000.000  150.000.000  1.000.000.000
Sales per capita” 7.09 3.94 2.54 16.43
Highest market share 6% (banana) 7% (coffee) 2% (banana) 25% (coffee)
FT shops 350 300 650 150
Position of pioneers Strong Weak Very strong Strong
Pioneers’ collaboration with Advanced Limited Yes but not| Very advanced
mainstream’ through label
FT businesses Recently Established or|  Still limited Established,

emerging still emerging few new ones

1% Thjs allowed me to better balance the sample tirabe inclusion of a larger, importing FTO.

197 Approximations based on national figures and FTtGsiover for sales of labeled food, non-labeleatifand
non-food (Krier, 2008).

19 Eyros spent per year. Unlike Krier, | divide tttal estimated FT sales by the country’s populatior0{20
figures). The figure for Italy is consistent withigéno et al, 2008. Krier labeled FT sales per capita are
repectively 3.31; 3.31; 0.66; and 11.57. Takingpltatales thus increases the sales per capita, iapen
countries in which non-mainstream sales are impoftéaly and, to a lesser extent, Belgium).

199 Not including labeling organisations.
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As the table shows, each country has a specific cBmfiguration. But the strongest
resemblances seem to be between Belgium and thdnU¥ath countries, pioneer FTOs have
been at the basis of the mainstreaming of FT and baen much involved in it. The situation
in the UK is more advanced, with a stronger petietraof FT into the mainstream. Italy could
be located at the other edge, with a growing hllieiv level of mainstreaming, part of which
is controlled by CTM and bypasses the label. NewO&Tare mainly worldshops: the
emergence of specific FT businesses is still viemjtéd. Finally, the situation in France is very
particular. The pioneers such as ADM, who dominabedlandscape until the late 1990s, have
been progressively marginalised both by mainstrgkayers encouraged by Max Havelaar, and
by FT businesses such as Alter Eco and Ethiquahia, have rapidly grown through
mainstream channels. Moreover, the rise of a nemerg¢ion of FT businesses hostile to
mainstreaming has even challenged the role of ABNha FT “political reference”.

The configurations of the national FT landscapes tus crucial for understanding the
organisational forms and strategies of FTOs. Lethme detail the concrete steps of collection
and treatment of the information.

3. Collection and treatment of the information

3.1. Interviews

3.1.1. Interview guide

In each FTO, | met the leader, whose title variesoeding to the type of FTOs: “CEQ” or
“general manager” in FT businesses, “director” amge nonprofit FTOs, “coordinators” in
most worldshops, ef¢? On two occasions, it was not possible to meetpison with the
highest level of responsibility, but the communi@atmanager. When several people were in
charge of the FTO, | met one or all of them (in teases of worldshops where the “team of
coordinators” was interviewed).

The interviews were based on a semi-structuredviiete guidé’, including both:

- factual (closed) questions: size, age, legal fagsources, functional chart, number
of volunteers and/or employees, figures about tom@mic activity (turnover, sales
channels, margins, profit, etc.)

- in-depth (open) questions: history, context, lesdgrofiles, goals, activities,
choices in terms of organisational form, relatiopsiwith other FTOs, etc.

The interview guide was pre-tested on two Belgidi®§. This led to a major revision of the
guide to make it simpler and shortéf.In order to make the most of the managers’ limited

101 will keep the term “leader” as the most enconsfiag one. Nevertheless, other terms will be usedraling to
the context, especially “entrepreneur” (in smaltrepreneurial FTOs) and “manager” (for instancéem
describing governance models).

1 See appendix nr 2
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time, | realised that it would be helpful to prepéne interviews by collecting and analising all
the data available on the FTO (website, annualrtepiudies, vision of the FTO by other FTOs
and by regional or national networks or suppomicttires, etc.). This increased not only the
efficacy of the interviews, but also the triangigdatof the information and thus its validity
(Baumard & lIbert, 2007; Yin, 2009). It also allowst to put certain opinions into a broader
context, typically the impression of numerous mamagof having a unique form that
distinguished them from other FTOs in the region+apression that, in itself, already
provided useful insight.

3.1.2. Concrete steps

First, contact e-mails were sent to all the FTOthagiven area. Reminders were sent in case
of absence of reply, and after three reminders FW@=e contacted by phone. The initial
contact with a support structure or network wasdus® proof of credibility. Often, a positive
reply by a well-known FTO allowed me to obtain iwiews in other FTOs. Such a strategy
yielded high response rates, from about 40% (UKjearly 70% (Belgium).

Before the meeting with the manager, informatiors wallected on the FTO’s website or
sometimes on other websites mentioning the FTO tlarmigh documentation when available
(presentation leaflets, annual report, etc.). Rerfamous FTOs (ADM, Cafédirect, Traidcraft,
Oxfam, etc.), information was also found in eartiase studies or reports.

Each interview started by a description of the gtwhd the expected outputs. | also
systematically asked the manager which level ofidentiality was required, my intent being
to be allowed to disclose as much as possifilall the managers accepted their FTO’s and
their own names to be mentioned as having partieibm the study'* Most of the managers
required confidentiality only for direct quotatiorad for certain specific economic data
(profit, margins, etc.). Others also asked not tention their turnover, their commercial
strategy or their funding sources, but they weneirority.** Finally, a substantial number did
not require any limitation regarding the diffusiohthe information. For some of them, such
transparency is in itself a value at the hearhefrtaction. This is why, in the remainder of this
work, certain quotations or information given bymagers are anonymous, while others are
not.

12 The two Belgian FTOs participated to the finalydst they were thus recontacted to ask for missing
information.

13 According to Yin (2009), disclosure is highly peedble, especially when the topic is not necessaril
controversial. Disclosure offers two advantagdsrst, the reader has the opportunity to recollesty other
previous information he or she may have learneduéiioe same case [...] in reading and interpretftitge study]
[...]. Second, the absence of disguised namesmake the entire case easier to review, so thanfdes and
citations can be check&(b6).

114 As the FT sector is small and most FTOs know embér, it would make little sense not to discldse FTOs’
names since it would be easy to induce them framd#scriptions.

151n one FTO, for instance, | was asked not to noenthe size (capital and turnover) because of dédreing
taken over by a larger FTO. In another FTO, a pecotransformation project had to remain confiddriicause it
was expected to strongly modify the supply chain.
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The interviews lasted at least one hour. Most thstee hour and a half and a few exceeded
two hours. The interviews generally began with opeestions (history, activities, etc.) and
then the discussion narrowed down to a range aedauestions. In most cases, the managers
spontaneously answered some remaining questiodgdyibing the structure and functioning
of their FTO. | could often informally meet otheegple working in the FTO and visit the
facilities, which often provided information not nt@ned in the interviews.

Written notes were taken during the interviéfRsusing shorthand in order t@reserve the
essence of the participant's replies without cotimgr them into the interviewer's
paraphrase$(Blumberget al, 2005:254). Several quotations were written dowtagrally.

The interviews were systematically followed byeddt one e-mail contact aiming to

- ask the leaders to state more formally how thegeeed the “goals” of the FTO
(see fifth chapter)

- ask for missing information and clarification orrteén points

- ask to read and correct the summary of the inter¢ord document)

While most of the leaders replied to the follow-eqmail, generally adding information and
attached documentation on their FTO, only halhein filled the “goals” grid.

3.1.3. Treatment of the information

Transcription

All the written notes taken during the interviewsre transferred in a Word document short
after the interview, when the content of the distws was still easy to recall. The document
was then submitted to the leaders for verificati68% of them reacted in some way, to
validate the information and/or to bring modificats. For each country, an Excel table was
constituted to summarise the core information #mheFTO (both qualitative and quantitative).
Part of this information was verified when possiffter instance, information about resources
was checked through the annual reports when al@jlaihe little amount of purely
guantitative information (turnover, resources, )etaias standardised into homogeneous
measures (for instance, in euros) and categorsed proportion of market resources—see the
fifth chapter).

While the qualitative information included narrasv (typically the history of the FTO) and
precise quotations (when interesting statement® weade) that were used as such, | also
converted some of this information into categorias, will be explained in the next two
chapters. For instance, | grouped all the desonptconcerning the managers’ past experience
and education into three categories. All thesegoaisations are, of course, highly subjective.
Nevertheless, they allowed me to compare and gFups instead of having individual 57

1 Given the total amount of time corresponding te ifiterviews with the FTOs’ managers, but also wiité
coordinators of networks and support NGOs (an eddcth 120 hours), | considered using shorthand tonbee
efficient than recording, despite the possible wfssformation.
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cases. It should be noted that the representatitmnumbers does not change the qualitative
nature of the datacategories are arbitrary, intervals are not egual statistical treatments
must remain exploratory (Baumard & Ibert, 2007).

Exploratory statistical treatments

The categories based on qualitative and, to a rlessient, quantitative information were
encoded in the Statistica program, through whialas able to run a range of basic exploratory
statistical treatments such as cluster analysiscipal component analysis and simple and
multiple correspondence analyses.

Correspondence analysis explores the associatiareee two or more qualitative (categorical)
variables (e.g., McClavet al, 2001; Simar, 2008). This method is particulagful as most

of the variables are qualitative. The output ofoarespondence analysis is a correspondence
matrix in which the two variables are representgcalrow and a column, with the different
modalities for each variable. Instead of a numégdoarelation, it is the weight of each column
in every row and vice-versa that is of interestr Each correspondence analysis, it is thus
possible to take either the row variable or theucwoi variable as the reference. The two
correspondence factors may also be depicted thrau@]d graphical projection. The statistical
significance of correspondence analysis is geneeallablished through a Pearson’s Chi-square
test (Simar, 2008). The result of this test is esped through the p-value, which represents the
product of the probabilities that each item is sifesd in any particular cell of the table, under
the hypothesis that the two variables are indepanfilem each other (e.g., McClaw al,
2001; Simar, 2008). In other words, the lower thajue, the higher the likelihood that an item
will be classified in particular cells—rather thamany of them—, and the more significant the
correspondence analysis will be. | will take thassical 0.05 p-value threshold to assess the
significance of the relationships.

When one wishes to reduce several variables inéobaoriwo variables that represent them, a
useful method is principal component analysis. Hmvethis method can only be used on
quantitative variables (e.g., McClageal, 2001; Simar, 2008). This will be of interest ofdy
variables such as the turnover or the number ofl@yeps. To combine several qualitative
variables, the most suited method is multiple gpomdence analysis. This is particularly
adequate when several simple correspondence asabse significant—i.e., when their
respective p-values are inferior to 0.05. Multipterespondence analysis is a powerful tool for
data analysis (Simar, 2008). The main problem tidse analyses is that their interpretation is
difficult. 1 will thus mainly use them to comparerée variables (exceptionally five). Similar to
factor analysis, multiple correspondence analysiduces the variables to a number of
dimensions or factors that synthesize the relatipnbetween these variables. If we take two
dimensions, it is possible to depict the differeatiables through a 2D graphical projection.
Each dimension explains a decreasing percentatie a@btal inertia, i.e., the contribution to the
Chi-square statistic. In other words, if we demcD projection, the significance of the
representation of the variables on the two axe$a@ors) may be assessed through the sum of
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the inertia percentages of each fa¢tdMultiple correspondence analyses may also serem as
ideal preparation for cluster analyses: if the aflsles show strong mutual interdependence,
then the clusters are more likely to be homogenaadgshus easier to interpret (Simar, 2008).

The goal of cluster analysis is to identify homogmums subgroups in a sample. It is particularly
useful when multiple variables are involved in tassification and when the behaviour of
individuals in relation to only one variable is es@fered insufficient to characterise these
individuals. This is precisely the situation | wite facing. As the organisational form is
composed of different elements, which can be coawin different ways and which will be
described in the next chapter, the cluster analygisallow me to build groups of FTOs that
resemble each other in their combination of thésments. Cluster analysis is generally based
on quantitative variables. However, it is possitileuse qualitative variables, provided that a
multiple correspondence analysis is run and transfathe categories into factors with their
coordinates. While most statistical programs ds ¢hitomatically, | had to do it manually with
Statistica, which required a more complex operafioprocess to obtain the factors’
coordinates’® The output of a cluster analysis is a dendrogrepnesenting the sequence of
clusters associated with their aggregation I&vimar, 2008:113). The dendrogram of a
classification tree must be “cut” at a level thatidfies the researcher's desired balance
between homogeneity within the categories and bgégreity between them. Generally, the cut
is done at a level of aggregation correspondir® 56

3.2. Case studies

3.2.1. Presentation of the cases

| deepened the analysis with a small number of ETiD® choice of the case studies was
influenced by two factors. The first one was ther of covering the different categories that
my taxonomy will suggest. Although these categowdksbe presented in the next chapter, |
already present the case studies in this part,ssooato split the methodological elements
across different parts of this work. The secondtaiadnfluencing my choice has been
“convenience, access and geographic proxingityn, 2009:93). In Belgium, | took the FTOs
on which | already had much information, often tigh personal relationships with the
manager and/or employees. In the three other deantrchose the case studies according to
the leaders’ interest in my study and the time amdunt of information available. Hence, the
eight FTOs are not supposed to be representatitreediroader sample: Belgian FTOs, as well
as larger FTOs, are over-represented. Neverthalesepening the analysis on these few FTOs
has appeared very useful for understanding the rdiypsaof shaping and meaning of the
organisational form. Let me briefly present theheicpses.

7 The p-value is not valid in this case.

118 Sych process involves the transformation of theligive data, through multiple correspondencelyases,
into “a complete disjunctive table Z : (n x m) where m£ + ... + mp is the total number of modalities af th
qualitative variables(Simar, 2008:128).

19 The aggregation level expresses the ratio betvieendistance between the individuals and the distan
between the groups. The algorithm chosen heresi8\thrd algorithm.
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» Citizen Dream (Belgium)

Citizen Dream is a Brussels-based company creat&d98 by a couple of entrepreneurs. The
couple had a background in the world of NGOs, litdraan additional one-year training in
economics, they decided to launch Citizen Dream lagsiness in order to avoid what they call
“nonprofit inefficiencies” (heavy democratic decisimaking process, reluctance for business
tools, etc.). To create the business, they were@mpanied by a number of individual
shareholders. Fair Trade Original was also involwedthe venture, because of personal
relationships among the managers. Citizen Dreamedtamporting from Oxfam-MDM
partners in India, but soon after, it developeditsh partnerships, mainly with IFAT-WFTO
members. Citizen Dream became a member of IFAT-WRER® was thus submitted to an
external audit and a self-assessment processriti@ased its legitimacy. The focus on high-
guality products, the communication strategy baseduality and not on FT, and the system of
shops owned by franchisees were quite innovativ&Toat that time. However, due to internal
management problems, rapid growth and the difiiesilin trading FT handicraft (SAW-B,
2008), the FTO collapsed in 2008.

* Miel Maya Honing — Maya Fair Trade (Belgium)

MMH was created in 1975 by a group of volunteers wiere in contact with honey producers
in Central America. It started partnerships witbesd producer groups and distributed several
types of honey, initially to customers already aavaf FT issues, and later to FT shops and to
supermarkets. In the 1990s, other honey-relatedyate were developed (sweets, gingerbread,
cookies, etc.). An office was opened in Leuvengach the Flemish region. In 1998, the FTO
was split into a nonprofit entity (MMH) and a coopéve (MFT). Each of these entities
specialised in specific functions (respectivelyu@ation and producer support; and trading),
with separate locations, directors and governatrcetsres. Nevertheless, a system of inter-
organisational links was established to consermenamon direction for the group.

+ Oxfam-Magasins du Monde (Belgium)

Oxfam-MDM, one of the pioneers of FT in Belgiumarséd out as a nonprofit, volunteer-based
FTO. When defining the roles of the different Oxtaamed organisations in Belgium, it took
the role of importing the handicraft products fdretBelgian worldshops. Oxfam-MDM
developed a network of nearly one hundred shopggench-speaking Belgium. It was able to
gather thousands of volunteers, both to managedhnielshops and to run campaigns. From the
beginning, campaigning was a central activity foffadn-MDM, allowing it to acquire a high
level of recognition together with its Flemish ctenpart (see next case). Oxfam-MDM’s aim
is to build a “movement of citizens”, consideririggtcommercialisation of FT products as one
of the tools to support and concretise its politpraject and its social mission.
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*  Oxfam-WW & Oxfam Fair Trade (Belgium)

The history of Oxfam-WW is very similar to that Okfam-MDM, at least until the mid-1990s.
In the Oxfam family, Oxfam-WW is responsible foettmport and the distribution of the food
products. This placed Oxfam-WW in a very differgmasition from its French-speaking
counterpart. Indeed, mainstream markets quicklyaimec available for and interested in FT
food products. To manage the development and magkeif the products, and to face
partnerships with supermarkets and other mainstrieasmesses, the organisation created a
specific structure through a cooperative calledaDxfairtrade cvba. Oxfam-WW remained a
nonprofit organisation and assumed the responsiloh serving as an umbrella for the two
hundred worldshops that acquired juridical indegeee, in addition to the education and
advocacy dimension. Oxfam-WW and the worlshops needh the main shareholders of
Oxfam-Fairtrade, but part of the shares becameladblai for individuals and partner
institutions such as NGOs. While the two structumnésally had separate directors, the director
of the nonprofit part took over the general directof the group in 2007.

» Esprit Equo (Italy)

Esprit Equo was created by a multi-cultural coupl€006. Based on personal relationships
with Moroccan producers, they wished to launch rgeaof quality cosmetics that would
provide new market opportunities for these prodsicelowever, Esprit EqQuo’s founders were
reluctant to imitate the model of a social coopeeatidopted by most Italian FTOs. They
wanted their FTO to be a business with a clear etaykentation, along with a strong attention
for the producers’ needs. Moreover, they did nontwather people to intervene in their
business at this stage. Collaboration started thighitalian FTO Commercio Alternativo for
the development of the cosmetics. The intent wasprimpose these cosmetics through
mainstream channels. They also opened their owp shthe center of Rome, to put forward
the quality and attractiveness of the productseratian their FT characteristic, along the same
lines as FTOs in other countries, such as Citizexa or L’épicerie équitable.

» Pangea-Niente Troppo (Italy)

Pangea was created in 1991 as one of the firstdaloops in Rome. Volunteers who were very
enthusiastic about the FT project wanted to laumahop in Rome. Two other shops were
opened in the following years. Pangea was soonitothe CTM consortium, and became the
intermediate for the distribution of CTM products $upermarkets in the Roman region.
Pangea is also a founding member of Agices. It ¢oesba highly commercial activity with
much involvement in education and advocacy. In 2B&hgea united with another worldshop
in the area, Niente Troppo, to become “Pangea-Hi€rmppo” (hereafter Pangea-NT).

¢ Traidcraft (UK)

As previously mentioned, Traidcraft has been aifep#TO in the British and European FT
sector. It evolved into a successful group witlhurmadver of more than 20 million pounds and
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influenced the evolution of the whole sector. Teaadt has played a major role, for instance, in
the launch of Cafédirect and in the constitutionthef Fairtrade Foundation. Moreover, owing
to its roots in Christian networks, with thousawdlsolunteers selling its products and relaying
its campaigns, Traidcraft remained close to ciedisty while developing a profitable business.
New products were developed in partnership withnstaéam businesses and several products
with the Traidcraft brand began to be distributed supermarkets. In the meantime,
partnerships were developed with numerous prodgoaups all over the world. Traidcraft
received awards in the UK for the “Best Social Aaeil (in 2005) and for “Excellence on
Stakeholder Dialogue” (2006). It also received‘fQeaeen’s Award for Enterprise” (in 2006).

» Saldac (France)

Saldac was created in 2000 by a person returnomg & field study in Latin America in the
context of an academic research project. Having difegrent groups of Peruvian producers
trying to find market opportunities for their prars (textile, coffee, cocoa, as well as more
original products such as maca and mate), he didamerogressively import food products
from them. Saldac was created as a nonprofit osgéion but took on a classical business form
in 2002, which the leader found to be more cohereitt the business activity and more
credible toward economic partners. Saldac is aweaatember of Minga, the French network
of politically engaged business-form FTOs.

3.2.2. Synthesis

The following table summarises some of the corermétion about the different cases and also
the types of people met in each FTO. As we canrgbse¢he cases are diverse in several
respects. In the next chapter, | will examine toatvbxtent these cases cover the different
categories of organisational forms.

Table 16: Synthesis of the case studies

Name Country | Legal form Size Products People met
Citizen Dream Belgium | Business Medium Handicraff fo@nders/leaders
1 Board member
1 franchisee
Esprit Equo Italy Individual Small Cosmetics 2 folens/leaders
MMH-MFT Belgium | Nonprofit  +| Medium Food 2 directors
Cooperative 1 employee
Oxfam-MDM Belgium | Nonprofit Large Handicraft 2 daters
1 Board member
2 employees
Oxfam-WwW Belgium | Nonprofit + Very Food 2 leaders
Cooperative | large 1 Board member
1 employee
Pangea-N. Troppo| ltaly Cooperative Medium Mixed ahagers
Saldac France Business Small Mixed 1 founder-manage
1 employee
Traidcraft United Nonprofit  +| Very Mixed 1 Chief executive
Kingdom | Business large 1 Board member
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3.2.3. Collection and treatment of the information

Yin (2009) distinguishes six “sources of evidencel the context of case studies:
documentation, archival reports, interviews, direbiservation, participant-observation and
physical artifacts. While | mainly used the firetde sources, | also included the three others:
direct observation of meetings, participant obsiowain Oxfam-MDM (and the BFTF), and
even “physical artefacts” through the informal atvaéion of FT products and packaging. For
each of the eight FTOs, interviews were held wihesal people (generally one or several
Board members and employees, besides the leK8&V)th the leader, | extended the classical
“focused interview’—following a defined set of gtieas—to an “in-depth interview"—asking
not only about facts but also about opinions amsights (Yin, 2009). The Belgian FTOs were
followed during the whole study (from 2006 to 200®ijth interviews at different moments as
well as regular informal contacts and observati@sneetings and seminars, in the context of
the BFTF, etc.). This has been helpful in captutinge effects. In the case of Oxfam-MDM,
my one-year involvement on the Board can be consitlas participant observation. For the
cases abroad, | spent at least half a day in tl& &71d | kept regular e-mail contacts with the
leaders.

For all FTOs, | used several items of internal @ast present documentation (annual reports,
minutes of Board meetings and General Assembliegazines for volunteers or customers,
leaflets, etc.) and paid special attention to thetent on the website. Certain FTOs had very
rich documentation, including on their websiteg (eTraidcraft, Saldac), while others had less
(e.g., MMH). | also gained insights from other sas] such as master theses (on the four
Belgian FTOs), reports and academic articles (ocamd€raft and Pangea-NT). Besides the
treatment in the context of the sample analysisyrdte a more in-depth review of the
interviews and of the whole structure and funcignof the FTOs. These reviews were also
submitted to the leaders for verificatitit.More attention was paid to precise quotationstand
the triangulation of the information.

4. Limitations

Let me already mention a number of limitations b& tmethodology. While there are
advantages to using mixed methodologies, thereals® a number of weaknesses. First,
although the sample is not anecdotic and sometmeeshes high representative rates, it does
not have the size of a survey sample. It is theeefmt possible to make complex statistical
treatments, nor generalisations about whole papuakitof FTOs in the four regions. Secondly,
despite the few case studies, the study of the nmhajof FTOs focused on the leaders
interviewed at a particular period of time (“snaphview). Thirdly, the case studies are
numerous, even from a multiple case perspectiveis,Thdo not have the insights into one
particular case that | would have had by followingxclusively over the whole period.

120 Appendix 1 lists the names and functions of adlititerviewees (formal and informal interviews).
121 Two out of the eight leaders did not react to rayndnd for verification.
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While the triangulation of information sources a@ses the validity of such information
(Baumard & Ibert, 2007; Yin, 2009), all these s@asr¢interviews, documentation, website,
etc.) are subjective to a certain extent:

- Interviews were held with the leaders. The speciigion of these people about
“their” organisation probably does not reflect thision of other people in the
organisation. Moreover, these people may have bdkrenced by my position and
interaction (for instance, by providing “positiveiformation with the hope of being
depicted as such in my publications, or, on thetreoy, by complaining about
obstacles with the hope that | would relay them thiedeby help to overcome them).

- The same goes for interviews with several peopléha context of case studies.
Discrepancies among interviewees are likely to pacal may be considered as useful
information on their own (Stablein, 1996).

- Documentation about the FTOs is obviously influehbg whether it originates from
the FTO itself, from other FTOs (that may be hestit friendly), from FT supporters,
funders, etc.

Other weaknesses linked to the categorisationefrtformation will be mentioned in the next
chapters, in which | will detail the method and esg the descriptive results for a number of
key variables. As a result, the findings shouldifterpreted with caution and put in their
context.
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Chapter 4 — Categorising organisational diversity

In this chapter, | focus on the central object vélgsis: the organisational form. In the first
section, | identify three elements to apprehendh gaom: the legal form, the architecture and
the governance model. Each of these entries tootbanisational form will be examined

separately, with a brief theoretical introductiam, explanation of the methodological and the
descriptive findings. Then, in the second sectibe, findings for the three elements of the
organisational form are aggregated through theoceafury method of the cluster analysis.
Such an exercise allows me to answer the firstcrgese research question: how can we
categorise the diversity of organisational formgha FT sector? The result is a taxonomy of
FTO’s organisational forms allowing me to structulee observed diversity through a
managable number of categories. Each of these ar&egis described in terms of core
features, internal homogeneity, and possible eiiat

1. The three entries to the organisational form

1.1. The organisational form as a construct

In the first chapter, | examined how a number afaapts and movements to which FT can be
affiliated suggest specific organisational forms flee pursuit of multiple dimensions. Core
elements of such forms were thegal formand thegovernance modeNevertheless, other
elements of the organisational form could be usedliscriminate between organisations,
leading to other boundary lines in the organisaidandscape. For instance, if we take a large
bureaucratic nonprofit organisation, it may haveensmilarities with other large bureaucratic
private or public organisations than with a smalhprofit structure; and the latter may, in turn,
be more similar to small entrepreneurial compathas to the large nonprofit in question.

But more than the size, it is tharchitecture of organisations that deserves attention.
“Architecture”, “design” or “structure” are notiorthat are central in organisation theory to
describe the organisational form. The perspectiaddpt here considers the architecture as the
result of two main features: how work is dividedtire organisation (among people, among
departments, etc.), and how work is coordinatedch{ilierg, 1980; 1984b; Nizet & Pichault,
1995). Concretely, in the case of FTOs, attentmthe architecture may help to understand
how the FT activity is organised within the FTO ammhcretely translates into functions, units,
departments, coordination mechanisms, etc. Sudinnation is not given by the legal form
and the governance model-although these differements of the organisational form are
likely to influence each other.

The remainder of this chapter will describe moral@tail what is the architecture and how it
may bring a complementary understanding to orgéiorsa forms, together with the legal
form and the governance model. These last two elssneill also be defined more precisely.
Taking these three elements jointly will allow ne letter capture the diversity in FTOS’
organisational forms than if | had limited the sepfor example, to the legal form only. These
three elements are certainly not exhaustive: aglenents could be included (such as culture,
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identity, human resources, etc.), and other views csganisations could be adopted.
Nevertheless, beside the necessary limitation @sttope of the study to a reasonable number
of variables, | found a certain internal consisteamong these three elements. The legal form
generally corresponds to the initial decision @& thunders and should thus reveal something
about the organisational history and identitysitertainly not the most flexible element of the
organisational form: changing it requires the agrexet of several organisational actors and
entails high administrative costs. Change in Idgah is thus unlikely to be anecdotic. The
architecture is less rigid: it will evolve over #@nprobably toward more complexity, even if
fundamental changes are likely to be scarce. Fingbhvernance, which can be considered a
coordination mechanism, is relatively more flexjoégmply because the composition of the
Board and the functions it performs should evolverdime. This is particularly the case if we
see governance structures as a device through veteddeholders concerned by the activity
may be involved. The study of governance models melp to understand who owns the
formal and ultimate decision right, for instancehem conflicts arise among the different
dimensions of FT. In short, | view these three @eta as complementary to describe
organisational forms in a way that enables to &mthké research questions.

1.2. The legal form

1.2.1. Introduction

The diversity of legal forms in the FT sector cdlis a better understanding of this structural
element. In much of the “mainstream” managemeatdture, however, this is not a central
issue, since it is implicitly assumed that busieessecessarily take one of the few business
forms available to them. It may thus be seen maeraraissue for law specialists than for
organisation theorists. Nevertheless, whole streaimigerature have emerged and developed
exclusively around particular legal forms, speailig around “alternative” legal forms such as
nonprofit organisations and cooperatives. In thpwsees of literature, the legal form has
become the main distinctive characteristic of orgmions. Relying mainly on a contractual
approach—theoretically the one most centred onetlp@ form—, much work has been devoted
to examining the specific features, for instandeyanprofit organisations, and to compare a set
of organisations on the basis of their legal foerg( Carolyn, 2000; James, 1987; Taewon
Suh, 2005). As we have seen in the fourth chapterJegal form is an important issue in at
least two concepts to which FT can be related: emdjves and social economy. Yet,
restricting the organisational form to the solealeiprm would be misleading. Several authors
working on social enterprise and social entrepresiep have criticised such a narrow focus
and called for a more relaxed view on legal foreg.( Battle Anderson & Dees, 2006). The
legal form is thus only one element of the orgaiosal form, for which diversity seems quite
clear in the FT sector.

1.2.2. Methodology

In the interview guide, | asked three specific gioes concerning the legal form. The first one
(Q3a) was simply “What is your legal form?”. | dity linked the local expression of the legal
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form(s) to one of the four following categoriesnpoofit organisation, cooperative, “business”,
and individual venture. A fifth category consisteidthe combination of two or three of these
forms into a group structure. Although these categanay be subdivided or, on the contrary,
combined into other categories, the name and cteistics of which may vary according to
the countries and periods, the existence of fiveegs types seemed valid in each context. The
second question (Q3b) was totally open: “Why had pgarticular legal form been adopted?”.
Thirdly, | asked if there had been any changetanlégal form, and, if so, when, why, and
how (Q3c).

1.2.3. Descriptive findings

The sample confirms general observations of thd,fighich indicate that there is now much
more diversity of legal forms than in the earlytbrig of the movement (Becchetti &
Huybrechts, 2008). In the meanwhile, local unifdgmcan also be observed. In Italy for
instance, a majority of FTOs are social cooperativewill deepen and interpret such links
between age, region and legal/organisational fornthe next chapters. The following table
details the distribution of legal forms by region.

Table 17: Distribution of legal forms in the sample

Form | Nonprofit | Cooperative | Business| Individual | Group | TOTAL
Region
Belgium 5 2 3 2 3 15
Rhone- 9 1 6 5 1 22
Alpes
England 1 2 5 0 3 11
Rome 1 7 1 0 0 9
TOTAL 16 12 15 7 7 57
Proportio 28% 22% 26% 12% 12% 57
n
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There are different classifications of legal formscording to the national contexts. The
following table presents the different legal expressthat have been observed in the study

Table 18: Legal expressions in the sample

Nonprofit Cooperative Business Individual
Country
Belgium Association | Société coopérative g Société anonyme a Entreprise en
sans but lucratif responsabilité limitée  responsabilité personne physique
(ASBL) (SCRL) limitée (SARL) (Indépendant)
Société privée a
responsabilité
limitée (SPRL)
(additional recognition)
Société a finalité sociale (SFS)
France Association (loi| Société—anonyme—| Société anonyme a Entreprise
1901) coopérative de responsabilité individuelle
production (SCOP)| limitée (SARL) Entreprise
Société—anonyme— unipersonnelle &
coopérative d'intérét responsabilité limitée
collectif (SCIC)
United Company Workers’ Public limited /
Kingdom limited by cooperativé company (PLC)
guarantee Community Interest| Company limited
(+ charity) Company (CIC) by shares
Italy Associazione | Cooperativa sociale| Societa a responsabilita limitata (Srl)
(senza fine di (type A or B)
lucro)
(additional recognition)
ONLUS (Organisazzione non lucrativa
di utilita sociale)

The expressions are diversified according to thentty. Sub-categories may exist, as well as
specific features bridging two forms (such as “Sk$Belgium or “Onlus” in Italy). The
different legal frameworks also include advantaged/or requirements that are very different
in each country. It is mainly in the seventh chapat | will examine how these advantages
and/or requirements may have played a role in doptzon of specific legal forms by FTOs.

1221n addition to the basic “incorporated” form.
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1.3. Architecture

1.3.1. Introduction

As previously mentioned, the architecture, strietor design of organisations can be seen as
being made of two elements. First, there is theste of how work is divided among people,
units or departments. Secondly, the question amgelow the different people, units or
departments are coordinated. Workers—in the breadesof the term—may be specialised in
one task, or they may master several types of t&siszontal division refers to the number of
tasks realised by each operator (the higher, therlothe horizontal division). Vertical division
refers to the separation between design and impittien (the more workers are involved at
different stages of the work, the lower the vettdigision).

Mintzberg (1980) distinguishes six coordination hesdsms amongworkers mutual
adjustment, direct supervision, procedural staridation, results standardisation, qualification
standardisation and, in his later wirk norms standardisation. Nizet and Pichault (1995;
2001) suggest that these six mechanisms can b@epauato three categories: interpersonal
mechanisms (mutual adjustment and direct supenj)isionechanisms based on work
formalisation (procedures and results standardisptand mechanisms based on mental
representations (qualifications and norms standatidin). Division and coordination refer to
individual operators. When we consider the levelnits anddepartmentswe can find the
same categorisation of how work is divided and hbw8 coordinated. Departments may be
constituted according to inputs (e.g., by functigm®duction, marketing, accounting etc.) or
outputs (e.g., by types of products, clients, marletc.). Similarly to coordination between
operators, interdepartmental coordination may bgamised on the basis of three criteria:
interpersonal relationships, formalisation and raergpresentations. One of the main mental
representations is ideological mobilisation. Idggi@an help reduce the divergences among
departments and bring them together toward a doldg shared mission. According to
Mintzberg (1980), ideology is thus a strong cohesitechanism that facilitates organisational
change.

In a first vision, architecture may be seen asicstatd “neutral”. It is the interpretation of
structure through a particular theoretical lenst th@l give it a particular meaning. For
instance, in a contractual perspective, the arctite reflects the cost-minimising contractual
arrangements. In a contingent perspective, espeamastructural contingency, architecture is
systematically linked to the environment. The notad “configuration” has thus emerged to
refer not only to a combination of internally consistent design paetens such as work
division and coordination, but also to the fit dfese parameters with the environment
(Mintzberg, 1980:323). Configuration, in this cas®,much more than a static look at the
structure: it is an approach in itself.

123 Mintzberg’s 1980 article only mentions the firistef mechanisms.
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In the presentation of the descriptive findingswill first look in a “static” and descriptive
perspective at the architecture of FTOs in the $anden, in a second stage, | will try to link
the descriptive categorisation to the configuraiatentified by Mintzberg.

1.3.2. Methodology

Let me now describe how | examined the architecafr&TOs in the sample. Three sub-
guestions of Q5 aimed to capture the architectline. first (Q5a) was about work division:
“Please explain the organisational/functional cle&gour FTO. What is the precise function of
each person/unit/departm&f® How many employees/volunteers/resources are etbvint
each unit or department?”. The second referredotwrdination (Q5b): “How is the work
coordinated among the different persons/units/departs? Who is responsible for the
coordination? What happens in case of conflict®aly, | introduced a time perspective as
well as a contingency element by asking in Q5c:WHwas the functional chart evolved over
time? Can the changes be linked to major stratggnvironmental evolutions?”.

Generally speaking, the leaders did not spend rtioeh answering these questions. Often, the
architecture was very simple, typically a few palient employees or volunteers coordinated
by the leader. Sometimes, the division of work i seem to appear clearly (which in itself is
already an interesting element). Organisationaktshaere generally absent except in the
largest FTOs. The sample analysis does not allowtango further than mentioning if the
people are rather polyvalent or if they are spesgdl (and if so, in which aspects). Similarly,
the existence of departments can be reported, khtlitle information on how and why the
departmentalisation occurred. This is why it is mhaion the cases that will provide the more
analytic and dynamic data on the architecture.

1.3.3. Descriptive findings

Different types of architectures were found. Itfidescribe my empirical observations in terms
of work division and coordination, without any neface to theory. Then, in the next section, |
try to link my observations to Mintzberg’s configtions.

Work division
- Individuals (= 30% of the sample)

This category includes not only the FTOs with amdividual business” legal form, but also
those with a business legal form but run by onendiew/leader or a couple of founders/leaders.
This corresponds to the simplest architecture: wenkot divided (or at least not among more
than two people) and there is thus no need fordioation.

12410 small, non-departmentalised FTOs, this questiderred to people and/or units. In larger, departalised
FTOs, it was about units and/or departments (naipleewithin these departments). | thus consideredkw
division and coordination among workensdepartments.
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- Polyvalent teams (30%)

In polyvalent teams, work is not clearly divided arg the people (employees and/or
volunteers). Everyone has several tasks—possibtih @&i dominant specialisation—and the
coordination is done either collectively (typicaitythe case of volunteers) or by the leader. A
typical example is Saldac. Three employees areré¢fieally responsible for three distinct
tasks: accountancy and administration, supply agldtionships with the producers, and
distribution of the products in the different chals The distinction of three work areas is
common among the FTOs in the sample. In this ¢hedeader coordinates and takes strategic
decisions. Nevertheless, in practice, all three leyges are familiar with the producers’
organisations and participate, for instance, inréoeption of the products at the warehouse and
in their delivery to local shops.

- FTOs with committees (12%)

In certain FTOs, employees or volunteers are appaito particular tasks but on an informal
and not necessarily long-term basis. This is whycaenot speak of formal departments or
units but rather of “committees” (a term which égularly used by these FTOs). Committees
may be permanent or only temporary, focusing ortiipeprojects. People may move from
one committee to another, either because theylected (in the case of democratic assignment
systems) or because they choose to do so. Typiahgles are ADM shops in France,
especially in the larger ones. For instance, irexe¢ and in Lyon-Centre, specific committees
of volunteers make the decisions about and orgathsebuying strategy; the training of the
volunteers working in the shop; and the educatiod advocacy activities. Officially, the
committees are re-elected every two or three y&arsin practice, many committee members
have been already involved there for a long timd &ave acquired specific skills and
expertise. The training by the ADM federation oregé different topics reinforces the
specialisation of volunteers.

- FTOs departmentalised by outputs (12%)

When departmentalisation occurs in FTOs, it is,oediog to the interviews, most often
organised by outputs, i.e., by type of productewike, by type of customer or by region. For
instance, Emile develop&d a network of sellers inspired by the “Tupperwam&del. In each
region, there was a sales coordinator who was nsdple for finding and managing the
salespeople. There may also be departmentalisbioautputs in FTOs with rather socio-
political activities. For instance, Weltladen isganised through four departments each
targeting a specific audience: campaigning geaoeard citizens (“Info”), providing extra-
economic support to producers (“Projekte”), prongliogistic facilities to both producers and
external companies (“Logistik”), and managing th|umteers in the shops (“Weltladen”).
Similarly, in Oxfam-MDM, the threefold mission araidiences—campaigning for change in
society, developing a democratic and voluntary muet of volunteers, and proposing a
commercial alternative—led to the division of theusture in three more or less corresponding

15| use the past because Emile collapsed in 20t after the interview with the manager.
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departments. Many pioneer FTOs have a similar tbieestructure (e.g., Pangea-NT, with
“units” rather than genuine “departments”).

- Hybrid FTOs (16%)

Finally, a range of large FTOs are departmentallsedutputsand by inputs. Cafédirect, for
instance, is primarily structured by inputs: Firlan&ales, Marketing, Human Resources,
Supply Chain-all of which are classical functions business companies—and Producer
Support—more specific to the FT activity. Withirckaof these departments, however, work is
often organised through outputs. For instance ssale handled by selling channels, marketing
by product range (coffee, tea, cocoa), producepatoy geographical zone, etc.

Other types of hybrids are group structures, incWwhhe division in two or three separate
structures can be seen as a strong departmentalishy outputs. The socio-political

organisation has a totally distinct type of acyivitom the commercial organisation. Within
each branch, however, departments may be orgahisatputs. At Oxfam-WW, for instance,

the commercial company has marketing, product dgveént, and accounting departments.
The socio-political entity has a campaigning arichening department.

Work coordination
- Norms

The nature of the FT activity makes it almost ingible for FTOs not to coordinate operators

and/or departments through norms. Much of the ecdnteethods, and outcomes of the

activities linked to FT (producer support, educatiat least part of the business operations,
etc.) involve a strong mobilisation of norms. THere, ideological mobilisation appears to be

a strong driver of work coordination in FTOs. Asstboordination mode seems present in all
FTOs, albeit in different forms, | will especiallijpcus on other coordination modes to

distinguish FTOs, while keeping in mind this comni@tkground.

- Direct supervision (43%)

In small and medium-size FTOs, the coordinatiorwofkers is often ensured by the leader,
who directly supervises work in a centralised way.

- Standardisation of results (14%)

In larger FTOs, when direct supervision is not gmes work may be coordinated through
standardised results (besides norms). More prgciesach person or department has goals in
terms of results to achieve, be it in terms of sakducation or producer support. This
coordination mode is more formal but less centedlishan direct supervision. While such
coordination has not been common in the traditibmost FTOs, this might be changing. An
explicit example is given in Cafédirect’s latestnaal report (2007-2008), in which past
achievements are measured (concerning producerogupgnvironmental policy, product
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development, etc.) and clear goals are set fofithge in each of these activities. With the
growing trend toward professionalisation, normsyaame likely to be considered insufficient
and thus translated into concrete objectives.

- Mutual adjustment (43%)

Finally, a much more decentralised and informalrdo@tion mode observed in many FTOs is
mutual adjustment. In such a case, there is noalesnithority but rather a range of people or
departments who coordinate their work mutually.sT$ituation is likely to occur, for instance,
in worldshops or other small volunteer-based FTrOshich there is not one central leader and
in which formal procedures are not developed.

Synthesis and figures

| crossed the five modes of work division with ttreee modes of coordination through a
simple correspondence analysis. As explained inthird chapter, the figures represent the
weight of each column in each row. In other wottisy express how each coordination mode
(columns) relates to each work division mode (rowelh the total variance always being
equal to 100%. The total p-value (0.00, much infetd 0.05) suggests that work division and
work coordination are significantly linked to eaatier. Each non-zero figure thus represents a
specific combination of division and coordination.

Table 19: Categories of architecture

High centralisation Low centralisation
—
Low Direct Standardisation Mutual
formalisation supervision of results adjustment
Individual 100.00 0.00 0.00{ 100.00
Polyvalent team 41.17 0.00 58.82| 100.00
Committees 0.00 0.00 100.00 100.00
High Output-based 42.86 57.14 0.00| 100.00
formalisaticn Hybrid 0.000 100.00 0.00{ 100.00

Seven categories appear:

- Individual, directly supervised FTOs (24.5%). Caoadion is very centralised (by the
entrepreneur alone), but work division is rathdotimal. As the leader(s) is(are) alone or
nearly alone, the configuration is logically ent@peurial-with the missionary vocation
embodied by the entrepreneur(s).

- Polyvalent teams with direct supervision (14%). igaoordination is centralised and
work division informal. In these FTOs, the leademn (individual or a couple) is
surrounded by a small team of employees who perfeainous tasks, albeit with one
dominant specialisation. Examples include Saldazeh Dream, etc.
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- Ouput-based FTOs with direct supervision (5%). Tdategory combines high levels of
centralisation (in terms of coordination) and folisetion (in terms of work division). In
these FTOs, work is organised by outputs (by prodagion, type of customer, etc.) and
units or departments have been created around tlugets. Coordination is ensured by
the entrepreneur, although the mission completsdbrdination of the efforts along the
same lines. This situation, however, is rare (Emile and Karawan).

- Ouput-based FTOs with standardisation of resulis)(9While the coordination is less
centralised than in the previous categories, warvksion is more formalised. These
FTOs differ from the previous ones by the fact thay are larger, more formally
structured and coordinated by the mission more tham single entrepreneur. This is
likely to be accompanied by bureaucratic trendguired both by the division of work—
each department has a specific activity or target+ey the coordination.

- Hybrid FTOs (output and input-based departmentadispwith standardisation of results
(14%). This situation is similar to the previoustegory, but with an even more
formalised work division. Bureaucratic trends akelly to increase even more for FTOs
that are organised simultaneously by inputs andutyuts. In this case, the size, age, and
formalisation of these FTOs makes it almost imgaedio remain coordinated by a single
entrepreneur. This does not mean that there cdomatcharismatic leader, if we look for
instance, at Cafédirect or Traidcraft. Simply, B¥O is not dependent upon one founder
or entrepreneur, and has a mission and historyngtenough to cross people and
generations.

- Polyvalent teams with mutual adjustment (21%). Imstcase, coordination is
decentralised and work division informal. The mbgiical case is that of volunteers
working together, without strong individual speisation but rather with adhocratic
projects (e.g., D’ici et d’ailleurs). Sometimesg tieam of volunteers hired one or several
employees, but not as leaders (e.g., ADM Valenoe), there are two or three
coordinators, either volunteers (e.g., Souffle 'telé) or employees (e.g., Artisanat Sel
Lyon and Equociqua), who coordinate the FTO, in aywhat differs from the
entrepreneurial profile. Work division is not asogsg and stable as in the case of
committees or departments: episodic projects mathsegace of FTOs’ activities.

- Committees with mutual adjustment (12%). In thesEOS$,; specialisation is more
common than in the previous category. Work divis®also more formalised. One of the
reasons for this is that FTOs are larger and tbss likely to remain as teams in which
“everyone does everything”. Employees and/or vaard are thus organised in
committees. Nevertheless, these committees arefdesal than departments, as they
may emerge for episodic events and as employeegolonteers may occasionally
participate in one or the other. The activitieshed FTO are not clearly defined but may
vary according to the episodic projects.

These seven categories are not neatly separateceioh other. Nevertheless, when we look at
the FTOs that compose each category, there seeims #ocertain resemblance, including in
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other aspects of the organisational form (see seation). This may allow me to move from
the static view of architecture to the more dynanand encompassing notion of
“configuration”.

1.3.4. Link with Mintberg’s configurations

How can we now describe the sample with regardh& dynamic typology developed by
Mintzberg? Among Mintzberg's categories, it is thessionary configuration that seems
closest to the situation of FTOs. The descriptipiMintzberg (1984b:210) corresponds well to
the philosophy of numerous FTOsTHe strong system of internal beliefs, built arouhd
organization’s mission—whether that be to changeiedp directly in some way, change it
indirectly by attracting members and changing themmerely offering members some pursuit
attractive to them—serves to integrate tightly éfi@rts of insiders My observation, however,
is that these missionary elements often coexidh wWibse of another configuration, making
most FTOs “hybrids” to a certain extent. The enteepurial configuration, particularly, seems
widespread among small FTOs. Larger FTOs, on thdraxy, seem to gradually include
bureaucratic trends. And adhocratic trends may liserwed particularly in volunteer-based
FTOs. Thus, among Mintzberg’'s categories, onlyptafessional configuration does not seem
observed among FTOs. Let me detail each of thésatisins, starting with the principles of the
common missionary background.

The missionary configuration

The missionary configuration is characterised hyrevalence of mission goals over system
goals. Coordination among operators is made thraugim standardisation. Operators are
motivated not by financial rewards—which are geiherbow—but by norms and values.
According to Nizet and Pichault (1995), verticaldahorizontal differentiation is low and
operators are highly qualified. The coordinationlame through ideological mobilisation. Age,
size, and technology are variable. Goals are nagbssnission goals, both in the official
documents and in the decisions, and are well iatedrto each other. The power is in the
hands of the strategic core and other organisdtamtars are involved and loyal to the mission.
While the coordination through the mission is oleedrin all FTOs, it does not mean that they
share all the features corresponding to the miasjononfiguration. Work division may take
various forms, and coordination may be ensuredamly) for instance, by the entrepreneur.

The entrepreneurial configuration

This configuration is characterised by the autlarsita leader who is often also the owner and
the founder. Vertical work division is strong: openrs are under direct hierarchical
supervision. Horizontal work division is low: op@e are often polyvalent.
Departmentalisation is done by inputs, but fornaitn is low. The entrepreneurial
configuration is common in young and small orgaimses with simple technology. It is
favoured by unstable, hostile but simple markeke goals in an entrepreneurial configuration
are in the first place survival goals, becausehaf $mall size of the organisation and its
dependence on one person. Mission goals may beditikthe entrepreneur’s personal values.
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Power is in the hands of the leader, who gathexgdbources, information and expertise. As
there are no (or few) owners other than the ledberge is generally no counter-power.

Many small, young FTOs have an entrepreneurialigardtion. The power is concentrated in
the hands of the leader who is also the founderaamahg the main owners. The mission goals
directly depend on his or her vision of FT. The mgystem goal is survival: in a sector were
many small FTOs collapse, the challenge is to sarin the first years. The employees hired
by the leader may have a specific qualificationegperience (e.g., accounting, marketing,
development and education), but it is likely thia¢yt will perform different tasks. In small
FTOs, it is common for employees to simultaneossly products, manage stocks, deal with
producer organisations, participate in educatiompzigns, get involved in hiring processes,
etc. All the people are under direct supervisiortha leader, possibly with an intermediate
supervisor (e.g., sales manager). There may bel amas focused on a specific aspect.
Coordination is in any case interpersonal: theee faw formal procedures (or they are not
implemented). The environment for entrepreneurefigurations is supposed to be unstable,
hostile, and simple. The FT market, and the widmicseconomic movement in which it is
located (see chapter 1), can probably be considarsthble. But it is certainly not simple, as
this study—and others—tries to show. It may be lydnbstile. It is worth noting that
entrepreneurial configuration should not be cordus&h commercial orientation. Nonprofit,
volunteer-based FTOs may be entrepreneurial. Not tteé business-form FTOs are
entrepreneurial. Yet, the entrepreneurial configoraseems well suited for a business-focused
activity.

When leaders have a forceful character and shapeotbanisation according to their

preferences, entrepreneurial configurations mayftaissome time. But, because of their young
age and size and their reliance on a single indalidit is likely that the entrepreneurial

configuration will be only temporary: the organisatwill move to another configuration or

disappear. If we take the example of Citizen Drearhich clearly had an entrepreneurial
configuration, the reliance on two individuals—tbanding couple—was not the only reason for
the failure of the FTO. But, in an unstable envinemt with few “success stories” to rely on
and difficult access to financial resources, thek laf experience and skills of the leaders
seemed to be a handicap.

In most cases, however, the weaknesses—age, siderebance on one individual—kill the
configuration instead of the organisation (Mintznek984b). This is why entrepreneurial FTOs
might evolve toward a more explicit missionary ¢guafation. Mintzberg explains how, after
the departure of the charismatic leadénete may be a natural tendency for those who remai
to consolidate and institutionalize that charismmatihe form of ‘sagas’, norms, and traditions
(Clark, 1970, 1972), thereby coalescing around @da@piogy and so effecting a transition to the
missionary (1984b:215).
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The adhocracy

Adhocracy refers to a configuration where peoplekwtogether in projects. Coordination is
made by mutual adjustment and norms standardisatentical and horizontal work division is
low. Units are grouped by outputs (horizontal def&iation). Linking mechanisms are well
developed and mainly based on interpersonal relstips. An adhocratic organisation is likely
to be young and small and to operate on a new rhakieh is unstable and complex. Mission
goals prevail and are rarely operational. Effickenis the main system goal pursued.
Operational decisions are decentralised, but gfi@tiecisions remain centralised. Owners are
weakly involved and workers associations are rare.

Although FTOs often share many features of missiopanfigurations, it happens that FTOs
with committees or departments organised by prsjece., by outputs, function in an
adhocratic way. Typically, projects are launched particular products or activities (for
instance, campaigns). Producer support may alsottekform of a range of episodic projects,
even when there has been a long-term relationsitip thhe producers. In such a case, the
horizontal and vertical differentiation levels abeth low. Mission goals clearly prevail.
Decision-making is decentralised. In fact, the dpton of the market or environment of
adhocratic organisations as new, unstable and emphy be seen as being the closest to the
situation of FTOs in general.

Bureaucratic trends

If we examine the evolution of FT pioneers suchCagam-WW, we can certainly identify
bureaucratic evolutions due to their “long” histGfyand organisational growth. Widely
commented in the literature is the evolution oftparships with producer groups, from
personalised contacts and flexible arrangement®edbam mutual trust, to impersonal,
standardised relationships based on control (Boseikt al, 2005b; Diaz Pedregal, 2007;
Renard, 2003). The development of labeling starsdartd procedures by FLO is regularly
criticised for inducing an increasing formalisatiand bureaucratisation of FTOs’ partnerships
with the producers (Charlieat al, 2007; Lemay, 2007). In several FTOs, the leader the
people from the producer support unit regretted thay no longer had the time to visit the
producers, that they had lost personal contacts many of them, and that this was “the other
side of the coin” regarding their growth and thefpssionalisation of the labeling process.
This echoes Mintzberg’'s comment on why missionatexl to evolve into bureaucracies:
“Time tends to blunt ideology, converting enthusiasim obligation, traditions into dogmas,
norms into rule$(Mintzberg, 1984b:217).

Secondly, to see the effects of growth, let me lab®xfam-WW, and more particularly at the
“wereldwinkels” (worldshops). Initially part of Oam-WW, shops were given juridical
autonomy and became shareholders of the group. Iglaogs hired an employee to coach the
volunteers, which increased the control over thedanteers. While the teams of volunteers
were very mission-driven, “professionalisation” wadten synonymous with increased

126« ong” with regard to the age of the FT movement.
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bureaucracy (in terms of stock management, acaoyngtc.). At Oxfam Fair Trade, the
commercial development required to hire people ftbembusiness world (for instance, in the
marketing department). This challenged the inin&nt of the FTO to keep the difference in
salary between the top leader and the lowest pasitas low as possible. This is described as
follows by Mintzberg: Status differences thus arise between managersvariekrs, hierarchy

is reinforced, and a transition toward the closgdtem is encouragéd1984b, p. 217).

Nevertheless, it seems that these bureaucraticiemad are not challenging the mission in
such a way that we could speak of bureaucraticigordtions. In my view, “pure” machine
bureaucracies are not (yet?) to be found in thed€lor. Most FTOs are too young, too small,
too flexible, and too focused on mission goals éocdme machine bureaucracies. Moreover,
even FTOs that are older and larger than theirspaer still far from the model of old and large
organisations described by the organisation thsomgo, following Weber, have explored
bureaucracy (for a review of their case studies, & instance, Rouleau, 2007). And FT is
definitely not an example of the stable and sirmpéeket that favours bureaucracies.

Hybrid configurations

In practice, most organisations combine elementslifbérent configurations (e.g., Nizet &

Pichault, 1995). In the case of FTOs, | suggedtttiere is always at least a part of missionary
configuration, combined with features of the entesyeurial, adhocratic or bureaucratic
configurations. It may be that an organisatiorpig sip in two units, each of which has its own
configuration (juxtaposition). Or the whole orgatien shares two types of configurations
(superposition). For Nizet and Pichault (1995)efasting questions to ask are the origin of
such hybridisation and its consequences in termdinking among units with different

configurations—in the case of juxtaposition—and @odistribution—in the case of superposition.

Mintzberg (1984a) also analyses how the differemtfigurations are likely to succeed to each
other. The organisation generally starts with atmegmeneurial configuration. Then, with the

growth of the organisation, the founder is likabyretire and the organisation to move on to a
missionary, a bureaucratic or an adhocratic condigon. The first two configurations are

likely to evolve into a closed bureaucratic confegion, while the adhocracy should evolve
into a professional configuration. Finally, in ordeot to decline, organisations may try

revitalisation or restructuring processes. Thieferred to as the “organisational lifecycle”.

Let me now locate the observed configurations ia table crossing work division and
coordination. | also add the percentage of FTOssbam closer to each configuration.
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Table 20: Work division, work coordination anddiwith Mintzberg’s configurations

Work coordinatior .
Di . Standardisation of .
irect supervision results Mutual adjustment
Work division
Individual 24.5% / /
Polyvalent team 14% /
21% Missionary
Entrepreneurial with _
/ (and missionary] / adhocratic
44% 12% trends—23%
Committees
5% 9% Missionary with|
Output-based bureaucratic
trends
. / 14% 23% /
Hybrid

1.4. Governance

1.4.1. Introduction

Governance is a notion that can be used with viéigrent meanings and on different levels of
analysis (Cornforth, 2003). While issues of “comlier governance” have been increasingly
discussed, the academic research on organisaionalnance in a wider context than that of
the large, quoted corporation is still limited. Acding to Cornforth (2003:2)[tlhere appears

to have been an implicit assumption that what msitbe organisations is the way they are
managed

My focus here is on the governance structures asdhe General Assembly (GA), the Board
of Directors (Board) and the Advisory Board (ABJ)thaugh these are only the most formal
channels through which organisations are govern€tarfeaux, 1997; Saidel, 1998).
Reviewing the literature on Boards in differentagpmf organisational forms, Cornforth (2003)
identifies a number of questions that may be grdup& two major issues: the role of the
Board (the functions it performs and its relatidgpshwith the management) and its
composition. | will extend these two issues to &% and the possible ABs, although the focus
is on the Board as the most visible structure. Bibth role and the composition of the
governance structures depend much on the paradigmugh which governance—and more
generally the organisation—is examined. Cornfadmtifies six paradigms or perspectives for
studying governance. | will present these diffeqggrispectives, while focusing, in my analysis,
on those that are directly linked to the theorétiqgroaches presented in second chapter.

- Agency theory—a compliance model

As previously mentioned in the theoretical chaptegency theory considers that the main
function of the governance structures is to contnahagement, and to ensure compliance of
managers with the shareholders’ interests. Seweu#tors suggest that agency theory is
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difficult to apply in all types of organisationsanticularly in non-investor-owned forms such as
nonprofits, because of the ambiguity over who thegpals or owners are (Cornforth, 2003).
Yet, in any type of organisational form, even innpmfits (Labie, 2005), an agency
perspective may be useful when we look at the gmrere structures as “guardians” of the
organisational missions. Members of these strustsf®uld thus represent the “principals”
(owners, members, society,...) and be able to obtiitat the managers effectively pursue these
missions.

- Stewardship theory—a partnership model

Stewardship theory has an opposite, hon-opportanisgw on managers, who are seen as the
“stewards” of the organisation’s resources. The agan(s) and the governance structures are
thus viewed as partners. The main function of goaece is to increase organisational
performance. The Board has a strategic functiommpliementing the mission. Its members
should thus be selected on the basis of their égper

- Resource dependence theory—a co-optation model

In a resource dependence perspective, the goverrsneactures are located at the interface

between the organisation and its environment. Theys constitute a means to reduce

uncertainty by establishing linkages with otheramigations and stakeholders so as to capture
and secure resources (role of “boundary-spanning8&mbers of the governance structures

should be selected on the basis of their links aitld knowledge of constituencies able to

provide resources.

- A democratic perspective

In such a perspective, governance structures shobeldelected by and represent the
membership. Representation is the main role andbaesyshould be elected on the basis of
their representativeness rather than their exjgertis

- A stakeholder perspective

According to the stakeholder perspective, orgamisathave a responsibility toward various
stakeholders concerned by their activity. The goaece structures may thus be a place
through which stakeholders are represented and havénfluence on organisationsBYy
incorporating different stakeholders on boardsisitexpected that organisations will be more
likely to respond to broader social interests thiha narrow interests of one group. This leads
to a political role for boards negociating and régag the potential conflicting interests of
different stakeholder groups in order to determihe objectives of the organisation and set
policy’ (Cornforth, 2003:9). According to Cornforth, tpeactice of stakeholder involvement is
more common and less controversial in nonprofit @odperative organisations than in
traditional businesses.
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- Managerial hegemony theory—a 'rubber stamp' model

Managerial hegemony theory is based on the thédeide and Means (1932), that control is
no longer exerted by the owners but rather by tla@agers. In this perspective, governance
structures, particularly the Board, may be seerirasber stamps” for managers, providing
legitimacy to their actions. Such a vision of gaaaice is likely to be the most adequate when
managers are in a powerful situation (typically wileey have been holding their function for
a long time), while members of the governance ares have only limited time and access to
information.

Cornforth calls for a multi-paradigm approach, ihieth each paradigm brings a particular
insight to the understanding of governance. Thiisvergent with the theoretical framework,
with which direct links can be established: thermyeview on governance clearly fits the
contractual or economic neo-institutional approaemd the resource dependence and
stakeholder views correspond to the strategic, pdased approaches. Moreover, the
symbolic nature of the composition and the rolethefgovernance structures will be a major
point of attention in a sociological neo-institutéd perspective. According to Cornforth, the
crossing of paradigms is necessary to highlightpds@adoxes and tensions in governance. For
instance, in terms of roles of governance, a tymoarce of tension lies between conformance
(agency) and performance (stewardship). Anotherrceowf tension is that between
representative (democracy, stakeholder-based) aradesgional (stewardship, agency)
governance. | will come back on these tensionkerfallowing chapters.

1.4.2. Methodology

Compared to much work on governance that focusée@members of governance structures
as the main source of information, my methodologlfovs Mole’'s (2003) “alternative”
perspective that takes the standpoint of the mamsag¢hile the over-reliance on responses by
the sole members of the governance structures Bas briticised (Cornforth, 2003), the
managers’ responses are also only partial soufdegoomation. Yet, the more or less external
view that they may have on the governance strustomay be useful. It is only in the context of
the case studies that | will combine to a certaite® the visions of several managers and
employees with the Board members’ perspectives.

The first question about governance (Q6a) simpkeds “Which governance structures are
there in your organisation?”. Sometimes, managetsndt understand the term “governance
structures”, or mentioned only part of them: | thisted the possible structures. Then, the open
question Q6b asked about the perceivel® of each structure: “Please explain how you
perceive the functions of each structure, and hoesd functions might have evolved over
time.” Question 7, subdivided into five parts, exaed thecompositionof the structures. Q7a
asked for the composition of each structure (nuntdfepeople, names when available)—
especially on the Board. In larger FTOs, the contjposof the Board was already available in
the annual report or on the website. Q7b then askezther the members of the governance
structures could be grouped according to theirgxisting relationship with the organisation
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and considered as belonging to particular “stalgdrolgroups”. In Q7c, | asked for the

influence of each group, as perceived by the leag@déd was: “According to you, what are the
reasons that have guided the inclusion of the geppsent in your governance structures?”.
Finally, Q7e asked whether there had been importhanhges in the composition of the

different structures.

1.4.3. Descriptive findings

Existence

GAs and Boards were present in the vast majoritfFTdDs (84%). FTOs without governance
structures are mainly individual FTOs (seven cadéeyeover, two nonprofit FTOs (Engim
and Artisanat SEL Grenoble) had no specific goweteastructures because they were
dependent upon—-and thus directly governed by—a enatihganisation. While governance
structures were present for all other FTOs, it does mean that they were effectively
operative. Twenty-two FTOs (35%) reported the exise of a structure that can be assimilated
to an AB.

Roles
General Assembly (GA)

When asked what was the role of the GA in their KQBb), managers did not differ much in
their answers. “Representation” was used by 63%hefinterviewees, although it seemed to
take on different meanings in terms of who showdrépresented (volunteers, shareholders,
producers, etc.). It is in volunteer-based FTO$ tepresentation seemed most central, in line
with the “democratic” paradigm. “Control” was théher function that was often cited (52%).
When | asked who was controlled, managers mainktimeed their own action as the target of
control (98% of the managers in question). It jgeesally in larger FTOs that such an “agency
view” seemed anchored in the managers’ view.

In many small FTOs centred around one or severahders/managers, the interviewed
manager considered that the GA had only a fornlal the GA existed only “on paper”, to
fulfill the legal requirements. In these cases, thA was either composed only of the
founders/managers, or included friends or familthwio intent of taking real decision-making
power. This may be assimilated to the “rubber stampdel of managerial hegemony. Only
two managers considered the GA as a pool of esgeftir decision-making, in accordance
with the stewardship model. Other roles (e.g., lbauyrspanning) were rarely mentioned.

Board of Directors

Answers about the role of the Board were more diveand also more complete.
“Representation” and “control” were again the méstguently-cited functions, but in the
reverse order (64% for the first and 79% for theose). Provision of expertise to guide
decision-making followed closely with 61%, partiady in more business-oriented FTOs.
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Certain managers explicitly mentioned the type xjpegtise available in their Board. Other
managers rather insisted on the fact that theydcsinhply benefit from an audience to expose
particular problems and obtain advice thanks tdective thinking (managerial hegemony
model).

Only 20% of the interviewed managers mentionedrthe of giving access to resources. This
included “giving legitimacy to the FTO”, althoughi$ was rarely expressed as a “resource”.
26% of the managers mentioned that the Board wam®lato spread information to groups
involved in the FTO (typically volunteers, but alsmployees and partners). Finally, contrary
to the proportion of managers who saw the Boarg asla formal structure with no specific
role for the FTO, fewer felt the same way aboutAlkse(14%).

Advisory Board (AB)

When asked what the role of the AB was, manag@isdtly responded “giving advice”. It is
rather on the content of the advice that diverajppeared. Advice on economic issues was
mentioned by 34% of the managers of FTOs who refddtie existence of an AB. Advice on
producer support was mentioned by 44% of the masadgeguestion. 24% mentioned advice
on political issues. Most of the ABs focused onyarie of these three functions.

Composition
General Assembly and Board of Directors

The first interesting observation is that managarsly distinguished the GA and the Board
when mentioning the types of people and stakehsldspresented. This is why | treat these
two structures collectively in this section. Thentical composition of these two structures
may seem logical, since the Board is theoreticalgcted by the GA. Board members might,
however, be co-opted, thus not originating from @%. The differences in the sample seem,
nevertheless, very slight. FTOs with a GA compaseihly of volunteers had, in all the cases
from the sample, a Board with mainly volunteerssgag with a minority of co-opted
members. The same goes for founders/managers.lyfimal most FTOs with a multi-
stakeholder GA, there are fewer stakeholders repted on the Board than in the GA, because
the number of Board members is limited. Based an dbmposition of both governance
structures (Q7c), three categories can be distsihgai.

FTOs dominated by founders/managers and “investors{32%)

In small entrepreneurial FTOs, it happened ofteat the founders were either in sufficient
number to compose the GA and the Board (generh#lyléegal minimum is three), or were

supported by a few investors, yet without real siea-making power. In these cases, the
founders wished to manage the FTO on their ownthod did not need or want to involve

other people, beyond a small number of investors ware often friends or family members.

The size of the Board was thus quite small (3 neebnbers).
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We can consider that the governance and managefuections are in the same hands,
contrary to the agency model. As previously mermgerthis leads governance to be exerted by
the managers themselves. The governance stru@xistseither only on paper or are, at best,
rubber stamps that may give legitimacy and in scases expertise to support the managers’
action (managerial hegemony model and, to a lesg@nt, stewardship model). Several
managers mentioned a dilemma with regard to exgeerthey could either take total freedom,
ignoring the governance structures, but also tlalable expertise, or ask for more expertise
but then with more perceived constraints on thetroa. For some of these managers (e.g.,
Satya), a solution was to capture expertise thramgladvisory—thus non-constraining—board.
In two cases in the sample (Tout I'or du monde &ad Trade Original), the stewardship
model seemed stronger. The founders are in facdthenFTO, whose managers are present on
the daughter FTO’s Board to ensure that it perfagonaperly, but also that it benefits from the
experience and resource flows from the mother FTid)s case may thus be seen as a mix
between an agency view (control) and a stewardstugel, with managers of the mother and
the daughter FTO working together to increase tbkaj performance.

FTOs dominated by volunteers (38%)

By volunteers, | mean people who work voluntarihdaegularly for the FTO (in a worldshop,
a warehouse, for education or lobbying campaigos, a@dministrative tasks, etc.). Most
nonprofit FTOs’ governance structures are compasyl of volunteers. Others have involved
stakeholders such as employees but only to a wedaient, with volunteers remaining
dominant:?” Volunteer-based FTOs put much emphasis on repegem in compliance with
the democratic model widely observed in nonprofitd a&cooperative organisations (Spear,
2004). In the context of FT, internal democracy rbayseen as part of the political side of the
FT project, coherently to what is required for greducers in the South (Develtere & Pollet,
2005). For instance, at Oxfam-MDM, the shops ofheaegion elect four volunteers to
represent them on the Board. In my view, it is seahphasis on representation that leads
voluntary Boards to be large or at least mediure-gzto 20 members).

Representation also allows volunteers to contr@ O, acting as guardians of the
organisational missions. Managers of volunteer-thaB&Os reported that the control by

volunteers particularly aimed at the socio-politizéssions, with less attention to the economic
performance. This appeared clearly in Oxfam-MDM’'saBl, when the serious financial

difficulties in 2007 and 2008 were not detectedtiy Board—demonstrating weak financial
control—, while decision-making during the periatbpto the crisis rather concerned education
and advocacy issues. Afterwards, the Board triedetgain such control and entered into a
much more active phase, confirming the ability ofumtary Boards to increase control, policy-
making, and activity in general in times of cri@iiller-Millesen, 2003).

Thirdly, volunteers may also be involved in goverce because of their expertise (either in a
control or in a partnership perspective), becaddber access to resources and/or because of

127 ETOs in which other stakeholders besides volustagg involved to a significant extent, with raglience on
decision-making—at least from the standpoint ofrttamager—, are included in the multi-stakeholdergary.
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their boundary-spanning role. If we keep explorithg example of Oxfam-MDM, these

alternative roles of volunteers appear throughctieation of a special category of “co-opted”
Board members. These members may originate froer NGOs, from the academia or from
the business world and are involved because of fipeicific expertise or networking role. The
coexistence of representative and expert volunteeay lead to tensions between the
democratic model of the Board and the performanaéai) as observed by Cornforth (2003).

Multi-stakeholder FTOs (30%)

A number of FTOs have different stakeholders ingdlin their governance structures, without
one exclusive dominant group. | have listed the §Th at least three different stakeholder
categories. The presence of various stakeholdads IBoards to be larger than in the two other
models (large to very large, from 10 to 20 members)

Table 21: Types of stakeholders involved in mtdtksholder governance structures

FTO

Founders
managers

Empl.

Vol.

Donors

Investors

Prod.

Cust.

FTOs/
NGOs

Aux 4 coins
du monde

X

Artisanat Sel
Lyon

Cafédirect

Citizen
Dream

ComES

Ethiquable
Gourmand

Just FT

Max
Havelaar

Mondo
Solidale

Oxfam-WWwW
Oxfam-FT

Pangea-NT

People Tree

Soligren

Traidcraft

Twin

Some of these FTOs were initially single-stakeholdiypically, volunteer-based) and
progressively included other stakeholders in theegmance structures who acquired an
increasing decision-making power (e.g., Comes, @x¥dW, Pangea-NT, etc.). Other FTOs
started immediately with a multi-stakeholder modet, instance, when this was required by
law (e.g., Soli'gren). In both cases, the presesfoaultiple stakeholders makes the resource-
access and the boundary-spanning roles of goveemanch more important and effective than
in the other models of governance.
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If we take the example of Soli'gren, the presencgeublic authorities (the city of Grenoble), of
several NGOs, of local producers, and of volunteesnployees’, and customers’
representatives was reported by the manager ast@mely valuable asset in maintaining and
improving the relationships with all these stakeleo$ (stakeholder perspective) and to secure
resources from them (resource dependence perspecliiese resources include subsidies,
facilities given by the municipality (for instanca, low rent location for the shop and the
offices), support and legitimacy from other NGOsstomers’ fidelity, etc. However, the
heterogeneity of interests is a source of tensibmSoli'gren, for instance, the constitution of
the product range requires negotiations betweerloited producers, who try to increase the
proportion for their products, and development N@d2s privilege products from the South.

Focusing on Boards, | obtain the following synteesible, including the average size of the
Boards, the functions they perform, the paradighs best describe them and the possible
tensions between the different functions.

Table 22: Synthesis of the three governance models

Founder/manager- Volunteer-based Multi-stakeholder
investor dominated
Average size of Small (3-5) Medium to very large (6t Large to very large (10-
Board 20) 20)
Main functions Rubber stamp and | Representation, expertise Representation, expertise,
expertise and control control, boundary-
spanning and access to
resources
Corresponding Managerial hegemony| Democracy, stewardship Various
paradigms and stewardship and agency
Tensions Total managerial Representation and contrpl Various
freedom versus versus expertise
expertise

It is striking to observe that the three modelggefrom a very basic role of governance, with
much power to the manager, to much more complexefsatthat provide a range of assets
(expertise, resources, etc.), but also of tensamneng the different functions. FTOs thus face
the challenge of finding an adequate balance betvessets and complexity. The analytical
chapters, and particularly the most strategic ok provide propositions on how to deal with
such a challenge. While the economic neo-institi#i@pproach points at the balance between
costs of market contracting and costs of ownershipesign the governance structures, the
sociological perspective examines the influencexdernal, coercive, mimetic or normative
factors. The latter neo-institutional avenue ishhghted by Edwards and Cornforth (2003) as
clearly lacking in much of the research on goveceanwhile particularly useful for
understanding the adoption and evolution of gowsreanodels.
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Advisory Boards (AB)

In twenty-two cases, advisory boards (ABs) wereugeto give advice on a particular issue.
The names vary: advisory committee, advisory grepecific committee, etc. While ABs are
often ignored in the governance literature, theay crucial role, performing tasks neglected
by the Board and linking the organisation to kegkeholders in the environment (Saidel,
1998).

It is interesting to observe that we find threeetypof ABs, corresponding to the three
dimensions of FT:

- Economic AB: a group of people with entrepreneueigberience and skills invited
to play the role of consultants on economic denistaking

- Producer support AB: a group of people whose missido help the FTO select the
producers, follow up on them, and increase the ahpa their communities

- Political AB: a group of people interested in thaigocal mission of the FTO and
eager to contribute to its design and diffusion

Economic ABs seem to be set up when it appeargtibaxisting governance bodies (typically
the Board) lack skills and experience to adviseRh® about its commercial activity. It may
be that the Board is composed of volunteers bectues&TO is volunteer-based. In such a
case, the election of the Board members is likellead to representation (democratic model)
rather than expertise (stewardship model). Thigpgally what has occurred in Oxfam-WW.
When this nonprofit FTO split up and created thda@x Fair Trade cooperative, volunteers
wished to keep the control over the latter throwmhmajority of shares and a Board
predominantly made up of volunteers.It quickly meeaapparent, however, that the volunteers
on the Board were facing difficulties in making aoercial decisions (strategic contribution),
and in controlling the commercial strategy and financial situation. Under the impulse of
Oxfam Fair Trade’s manager, an AB was set up fisrghrpose, instead of changing the Board
and challenging its role of democratic represemtatilhe AB has no decision-making power
but its advice is seriously taken into account liy Board. In the future, members of the AB
could be invited to integrate the Board, if theurdkers accept to give voting rights to external
people. At this stage, the AB can be seen as di@olto bring expertise without challenging
the democratic perspective to which many volunteses quite attached. Another type of
economic AB is when an individual FT entreprenaaquires economic advice. As previously
mentioned, the manager of Satya decided to askdsievorking in the business world to
regularly evaluate her business plan and her atso&he enjoys the fact that the AB gives
useful advice but does not decide in the placénefmhanager (contrarily to a Board). But this
also entails that the advisors do not invest chpitparticipate in risk-taking.

Secondly, producer support ABs (often called “panship” or “producers” commissions) are
found mainly in volunteer-based FTOs, such as OxfajJamma or in ADM teams. In all these
cases, there is the intent of giving to the volargea control over the “core business” of the
FTO: the partnerships with the producers. Volurstedon not want the decisions regarding
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producers to be taken only by the employees, whdayht induce technical, procedural, and
opaque decision-making. The idea is also to subhmidelicate questions about producers to a
numerous assembly (e.g., “should we continue wgrkuith that producer organisation that
seems less transparent or that can no longer b&dewad economically disadvantaged?”).
Sometimes, NGOs and people with experience in dpwetnt cooperation are invited to join
the partnership commission (e.g., in both Oxfam’s).

Thirdly, political ABs are also found in a numbdnolunteer-based FTOs. However, political
ABs are often also politicalction groups. The advisory role (and thus the governaoieg is
thus often only a part of their mission. In thedstuFTOs with political ABs expect advice
(and sometimes action) not only on political issaBET but, more broadly, on related topics.
Examples include Oxfam, ADM teams, and ltalian FT$osh as Il Fiore, Pangea-NT, and
Mondo Solidale. In two of these examples, the malitAB was at the origin of a political
reflection on how to bring the FTO closer to sustble development, for instance, by
introducing local products in the assortment.

In conclusion, it seems that ABs seem to be setoupompensate for a “weakness” in the
governance structures (economic ABSs) or to reirdahe decision-making in an area where the
FTO requires broader thinking (producer support @oidical ABS).

2. Toward a taxonomy of organisational forms

2.1. Cluster analysis

Let me combine the categories obtained for theetletements of organisational foffY.The
best way to categorise observations based on $exsrables is to run a cluster analysis, as
introduced in the previous chapter. Given the aaiegl nature of the data, this first requires to
run a multiple correspondence analysis to obtaenféictors’ coordinates that will serve as the
basis for the cluster analysis (Simar, 2008).

128 | egal form (five modalities), architecture (seveodalities combining work division and coordinajiamd
governance (three modalities, not taking into aotdle Advisory Boards).
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Figure 23: Linking the three entries to the orgatisnal form
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We can clearly see that three main patterns of auatibn emerge. The first one, in the upper
left of the figure, associates the nonprofit fornithwa volunteer-based governance and
adhocratic architectures based on mutual adjustinetween people and units. The second
one, on the middle-right, associates the indivicarad business legal forms with a manager-
investor-based governance and entrepreneurialc{dgepervision) architectures. The third
ensemble links group structures with hybrid legainfs, multi-stakeholder governance and
hybrid missionary-bureaucratic (result-standardisedhitectures. It is striking to see that the
cooperative form is equidistant to these three ggout is thus combined with different
governance models and architectures, and not opariicular.

The cluster analysis enables a more precise vietheimost frequent combination patterns.
The following figure represents the dendrogram ioleth through a cluster analysis based on
the most common technical settirgs.

129 These common settings concern the distances betiieeobservations (Euclidean distances) and thedie
rule (Ward method) for obtaining the clusters (Sin2908).
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Figure 24: Dendrogram resulting from the clusteadysis
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If we cut the dendrogram at the typical level of @@ can identify five categories that seem
internally consistent and sufficiently distant froeach other. Each of the five categories
includes FTOs that share a large part of featuneteims of legal form, architecture and
governance models. Let me briefly introduce theegaties, starting with the simplest and
progressively adding complexits®

The first category is composed of thirterdividual or quasi-individual FTQssuch as Latino,
Satya, Equomondo, Esprit Equo or Silver Chilli. 3&&TOs are generally very small (in terms
of both people and turnover), have an individualbasiness legal form, an entrepreneurial
architecture, and manager-based governance stesctur

In the second category, we find thirtdeumsiness-forrit, entrepreneurial anananager-owned
FTOs that include a few associat&or sometimes also other stakeholders (in the oése
Citizen Dream, for example). These FTOs are eithyanised as polyvalent teams or
departmentalised by outputs. Tout I'or du mondéd&a and Siesta are other examples of such
FTOs. Their size is, logically, larger than in fivet category.

130 This order does not correspond to what is sugddsyethe dendrogram. The reason is that all thmetes of

the organisational form consist of categories astdsnales. It is thus the researcher’s task tapné¢ the meaning
of the different categories.

131 | egal forms are often those of traditional bussess with only a few exceptions of entrepreneuriaprofits

(e.g., Fair Trade Original) or cooperatives (egmile and Tout I'or du monde).

¥ These associates may have invested in the venilyeo support the entrepreneur, or they may paiéi more
actively in the decision-making.
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The third category is composed of sixte@tunteer-basedmissionary-adhocratic nonprofit or
cooperative FTOs such as Sjamma, ADM shops, Aglaytoun, Equociqua, etc. FTOs in this
category are generally older than in the previcategory, although several volunteer-based
nonprofit FTOs have been created recently (e.gMAdDops or Roman worlshops). The size is
medium or large in terms of the number of peoploived (employees and volunteers), but
relatively small in terms of turnover, at least gared to the number of people involved.

The fourth category is composed of seven FTOs, agc8oli'gren, Mondo Solidale, Pangea-
NT, etc. Their distinctive feature is quite easyidentify: they are all medium-size multi-
stakeholder cooperatives.

Finally, the fifth category is that of the old addrge hybrid, bureaucratic, and multi-
stakeholder FTOs, typically group structures (MMHFM Traidcraft, etc.—eight FTOs).

Such classification goes beyond previous categaisaestablished, for instance, on the basis
of the sole legal form (e.g., Becchetti & Huybre;h2008). It is also more precise than the
classifications that try to includes several vadgabat once—organisational form, goals, vision
of FT, etc. However, its results depend much onstaéstical methods or, in other words, on
the weight given to each element. This is why lentried different method¥’ to observe how
they affect the categorisation of the FTOs. WhilestnFTOs remain in the same categories
regardless of the method used, a few are moreileolat

2.2. Presentation of the categories

Let me review the different categories in termscoimmon structural features, internal
homogeneity, and also evolution.

2.2.1. Type 1: Individual FTOs

Individual FTOs are quite specific because they rase really organisations—they may be
considered as “potential organisations”. This dpety can be observed on the dendrogram, in
which this category is the most isolated one. Whitad not really expected this category of
FT ventures, their number, and their growth, esgllgcin France and in Belgium, made them a
key category in order to reflect the current scoperganisational diversity in FT. In all the
individual FTOs of the sample, the entrepreneues @olyvalent people having a specific
expertise in terms of products (e.g., Satya anaWiundo) and/or distribution strategies (e.qg.,
Esprit Equo). Nevertheless, it is difficult for #eeentrepreneurs to gather the expertise on the
different dimensions of FT. This category is qui@mogeneous and remains unaffected by
changes in the cluster analysis linkage rule (se¢nbte). Individuals or couples wishing to
launch a FT activity without other partners do nedlly have the choice in terms of legal
form—the only alternative to setting up an indhatlFTO is to create a “fake” collective

13 The linkage rule that has been used for the fiealdrogram is the Ward algorithm (Ward, 1963). Théthod
is particular in that it uses an analysis of vac@@approach to determine the distances betweetedusSimar,
2008). Other rules that have been tested and #wah sadequate (between four and seven categoriamedby
include the single linkage method and the weigltedl unweighted pair-group average method.
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organisation. The individual form is particularyited when the people have previous business
experience and wish to transform it into a FT vesiias observed in the cases of Satya, Vino
Mundo or D’ici et de la-bas). But totally new indival FT businesses also emerge.

The most natural evolution for individual FTOs @sgrow, hire employees, obtain additional
capital, and thus move to the next category. We foah such an evolution in the cases of
Siesta and Karawan (which became businesses wittradeshareholders and employees).
Another possible—but seemingly more exceptionaligiam is toward involving non-investors
and to associate them collectively into ownersiigp instance, by setting up a nonprofit or a
cooperative). Il Fiore could be seen as an examipéetraditional shop that has evolved into a
social cooperative. A third and more widespreadiwgian is toward expanding the venture
while remaining a single entrepreneur: the intemgisuggest that this is more often a choice of
the entrepreneur, reluctant to loose the controltlma venture, than an inability to find
associates.

2.2.2. Type 2: Entrepreneurial, business-form FTOs

This category is much more heterogeneous thanrthegois one. Indeed, while there is a core
of manager-owned, entrepreneurial, business-forr@<; there are a number of exceptions,
either when using the Ward linkage rule or whemgsither rules. First, in terms of legal form,

there are, as previously mentioned, exceptions arfiager-owned, entrepreneurial FTOs that
have a nonprofit form (e.g., Fair Trade Original)aocooperative form (e.g., Emile and Tout
'or du monde). In terms of architecture, these BT&e clearly entrepreneurial in terms of
coordination, and polyvalent or output-based imtepf work division. In larger business-form

FTOs, bureaucratic trends may also emerge.

The governance structures are often dominated bynthnager; these structures constitute
either a “rubber stamp” for the managers, or a pddusiness expertise to support them. In
certain cases, the founders may be associatedothdr stakeholders (e.g., Citizen Dream).
The governance of Cafédirect is also clearly mathikeholder. However, while in Citizen
Dream the founders are the entrepreneurs and keegohtrol over their venture, the situation
of Cafédirect is totally different. Indeed, it wésunded by NGOs and pioneer FTOs (see
previous chapter) and is thus not manager-ownedleVvitte Ward method has placed this FTO
in type 2 because of its business form, the othethads have associated it with the type 5
FTOs (multi-stakeholder, hybrid group structure€afédirect might in fact represent a
category of FTOs that is not well represented @ shmple: that of businesses launched and
partially owned by NGOs (other examples might idelBritish FTOs such as Divine and
Liberation).

Entrepreneurial businesses may grow, to a certdant without changing their configuration.
But as Mintzberg (1980) describes it, continuedwghoand/or departure of the founder will
inevitably push the organisation from an entrepueiaé to a more missionary—and probably
more bureaucratic—configuration. We could call swdmfiguration, in which the mission
embodied by the founder has been translated to otiganisational level, “missionary
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businesses”. People Tree offers a good examplaabf svolution. Another possible evolution
Is toward the group structure. But | have not obséisuch cases: while Traidcraft has evolved
from a single PLC to a group structure, the inif@im can hardly be described as manager-
owned and entrepreneurial.

2.2.3. Type 3: Volunteer-based FTOs

Central in this category is the volunteer-basedegmance and functioning, more than the legal
form (nonprofit or cooperative, according to thentext). The configuration of these FTOs is
often explicitly missionary-adhocratic. Indeed, lghihe mission is a powerful coordination
mode, it often expresses itself through adhocrdgcision modes, especially in smaller
nonprofits or cooperatives: leaders may emergengtpersonalities may coexist, but equality
of statuses is favoured in the context of a draredemocracy and participation, as we will see
in the sociological chapter. The drive for equaltigo concerns employees, with a salary
differentiation meant to be as low as possible. [Bnger the FTO, however, the more difficult
it is to maintain such equalify? The case of Oxam-MDM also shows that growth ireesa
bureaucratic trends, not only at the different afienal levels of the FT activity, but also in the
governance structuré Nevertheless, the difference between small, adfioccrand large,
bureaucratic volunteer-based FTOs does not seafidct the organisational form to such an
extent that it would be justified to create twofeliént categories. Indeed, the fact that
volunteers compose the governance structures a&nactive at the operational level is a factor
that makes these FTOs relatively similar to eablemidespite different sizes.

What has been observed, though, is that large lanbtunteer-based FTOs tend to evolve into
group structures (Type 5). The subsequent chapiéirsffer rich interpretations to understand
this phenomenon. It is worth noting that voluntbased FTOs evolving into group structures
are often dealing—at least partly—with food produdthis could be explained by the fact that
the pressure for results in this product categestrionger than for handicraft, with competition
due to mainstreaming and to the higher standardisaif the products. Another possible
evolution is toward the “multi-stakeholder coopest form, with possible inclusion of
stakeholders other than volunteers in the govematructures. Pangea-NT and ComES have
evolved in this way, taking benefit of the changedrd the newly created social cooperative
framework to open their governance structureswadar array of stakeholders. Finally, Saldac
provides an example of the possible evolution towabusiness form, when founders wish to
show that they are a “true” business, even whein ploditical message remains central.

2.2.4. Type 4: Multi-stakeholder cooperatives

As we have seen, multi-stakeholder FTOs are noegsarily cooperatives: they can be
businesses such as Citizen Dream, nonprofits sschua quatre coins du monde, or group
structures. And cooperative FTOs are not necegsanulti-stakeholder organisations:

134 At Oxfam-MDM, for instance, such equality has deetl with the growth of the organisation, and eweare
so since people with business experience were hir¢lle management level. Such differentiationtieen even
stronger in group structures such as Oxfam-WW aad Mavelaar.

135t is in the group structures that such evolutmstrongest, with the emergence of multi-staketotdodels.
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cooperatives such as Emile or La Tenda dei Popelrather single-stakeholder, respectively
manager-owned, and volunteer-based. But there sgebwes a strong congruence between the
cooperative form and the multi-stakeholder confagion. The reason might be that the
cooperative form offers an alternative to and miediate solution between volunteer-based
nonprofits and manager-owned businesses. For mestawhen a group of managers or
employees are at the origin of the FTO and valeectioperative ideal, the worker cooperative
form is interesting—e.g., Just Fair Trade and Ethidle Gourmand. And in the context of FT,
workers seem to be keen to include other stakel®lsiech as volunteers (if any), donors,
partner NGOs, investors, etc. While many FTOs ideluseveral stakeholders in their
governance structures, the multi-stakeholder natuparticularly strong in cooperatives such
as Soli'gren and Pangea-NT. In terms of architegtarany solutions are available depending
upon the size and the activities of the FTO. Bug #rchitecture is likely to be modeled
according to the strong missionary ideal of muttikeholder FTOs, with little differentiation
among the employees and coordination through matdjaktment.

Multi-stakeholder cooperatives are less likely thalunteer-based FTOs to evolve into groups,
probably because the cooperative form seems alpgatgived as an organisational form that
allows the combination of high levels of econonsogcial, and political involvement. | will
deepen this suggestion in the following chapterdiaiM can already mention from the
interviews with this type of FTO is that the coaggtere form does not seem to be an obstacle to
the commercial development of the FTOs and théatiomships with mainstream businesses.
This has appeared particularly with cooperativeghsas Pangea-NT and Ethiquable
Gourmand. On the other side, the cooperative fdlowa for the persistent representation of
volunteers, especially in the new cooperative forspgcifically designed for combining
economic activity, social mission, and advocacy.(ethe Italian social cooperatives, the
solidarity-based cooperative Soli'gren, and the ZKytoun). Consequently, unlike nonprofit
FTOs, multi-stakeholder FT cooperatives probablyndbfeel the need to adapt their structure
and make it more complex in order to integrate #multaneous pursuit of the three
dimensions of FT.

2.2.5. Type 5: Hybrid group structures

While FTOs organised as groups have all chosenstonguish the economic and the socio-
political functions of FT, the legal forms adoptémt each of the entities may vary. The
nonprofit form is often privileged for the socioipical entity, while the commercial entity
may take a cooperative or a business form. Thergamnee of these FTOs is generally multi-
stakeholder. While the intent of groups is to spks® the governance structure of each of the
entities, we often see that the stakeholders prasehe nonprofit entity are also present in the
business entity, thereby causing the economic igctte be controlled by rather “socio-
political” stakeholders—this is clearly the casdahe Belgian groups MMH-MFT and Oxfam-
WW. When the shareholders’ structure is open toypks of institutions and individuals, as in
the case with Traidcraft, we may witness a morar@d multi-stakeholder configuration. The
governance and architecture of groups is in aksasuch more complex than in other FTOs.
This is why bureaucratic trends are almost inelétalith the mission formalised into charters
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and procedures. Traidcraft provides, again, arresteng example, with a “Deed of mutual
covenant” Which enshrines Traidcraft's foundation principlend sets out the basis for
mutual co-operatioi*°. Moreover, a foundation was set up specificallyaaguardian of the

overall mission of the group.

We do not yet know how groups might evolve in tewherganisational form. Together with
age and size, complexity is likely to increase hvatformalisation of the linkages between the
entities (criteria for dividing the economic valgenerated, procedures for selecting producer
groups and ensuring their follow-up, etc.). Howevlee two entities might also, in the absence
of coordination, specialise to such an extent they would follow separate ways and become
totally distinct organisations. In such a scenati@ nonprofit entity, disconnected from the
economic activity, would become very similar to extldevelopment and/or advocacy NGOs.
Conversely, the business entity would lose its eation with the socio-political dimensions
and become similar to other businesses. When Idatsieemanagers about the added value of
the group structure, however, they systematicaiisied on the complementarities between
the two structures as being an asset for the peaofiFT.

2.2.6. Outliers and missing categories

As already mentioned, Cafédirect is a notable eytin the sense that it probably corresponds
to a sixth type of FT that is not well representethe sample. FTOs such as Divine Chocolate
and Agrofair could be included in such a categbat tould be called “NGO-launched multi-
stakeholder businesses”. This category would tlamsbine features of the Type 5 category
(because of the multi-stakeholder governance aedrissionary-bureaucratic nature of these
FTOs) and the Type 2 category (because of theinbss legal form and functioning and their
100% market resources). As Cafédirect is the ox&ymle in the sample, | will not be able to
extrapolate my observations on this FTO to the deoaategory of “NGO-launched multi-
stakeholder businesses”. Throughout this work, heweCafédirect will be examined as a
particularly interesting “outlier” reflecting a $hxtype of organisational form for FTOs. More
generally, I do not claim to have built a taxonothgit would exhaust all the organisational
possibilities of launching a FT activity in any ¢ext. Indeed, the capacity of social-including
organisational—-innovation of FTOs and, more broasibgial enterprises, entails the possibility
of multiple other organisational combinations. Niveless, it seems reasonable to assume that
the categories do reflect common patterns thatbeaobserved at this date among FTOs in
other contexts and, more globally, in the fieldsotial enterprises.

2.2.7. Synthesis

The following table provides a synthesis of themrsdructural features of the five categories.
In Italic, 1 highlight the features that the FTO#&hn each category have in common.

1% Traidcraft website, viewed on January 30, 2008

133



Table 25: Synthesis of the five categories of oiggional forms

Examples Legal form Architecture Governance
Type 1 - Esprit Equo,| Individual or Simple and Managerial
Individual Silver Chilli business entrepreneurial
Type 2-Entr. Citizen Dream, | Busines$” Entrepreneurial- Managerial (+
Businesses Karawan missionary investors)®®
Type 3— Oxfam-MDM, Nonprofit or Adhocratic - Volunteer-based
Volunteer-based | Ayllu cooperative polyvalent or output-

based

Type 4—Multi- Pangea-NT, Cooperative Missionary with Multi-stakeholder
st.holder Ethiquable bureaucratic trends
cooperative
Type 5-Hybrid MMH-MFT, Group Missionary with Multi-stakeholder
group Traidcraft bureaucratic trends

2.3. Organisational trajectories

On the basis of my observations of how certain Fh@ge evolved from one category to
another, it is possible to perceive a number of mom patterns. This may be linked to the
notion of “organisational life cycle”, which has dre developed by configuration theorists
(Mintzberg, 1984a). The specific contribution, e tcontext of this work, is that | do not only
focus on architectural elements, but also on tgalléorm and the governance model. This
might constitute a promising research trail forigbenterprises. Obviously, the study is far
from sufficient to claim validity and extrapolatido all FTOs, let alone social enterprises. It is
thus important to highlight the hypothetical natwtf this exercise. Indeed, while certain
organisational changes are well documented (faaimt®, the emergence of group structures),
most others are illustrated only by one or two eplasiin the sample. When there is only one
example of evolution (for instance, from nonpraditbusiness), the “path” needs confirmation
from other cases. Nevertheless, there are some abuut how FTOs in each category are
likely to evolve. In the following figure, | depict théffdrent trajectories while remembering
that “death” is also a likely outcome. While altegories are exposed to failure, it seems that
young and thus small FTOs are even more fragilth@swo bankruptcies during the study
seem to confirm (Citizen Dream and Emile).

137 Exceptions include, for instance, Fair Trade @@giinonprofit), Emile and Tout I'or du monde (ceoatives).
138 Exceptions include, for instance, Citizen Dreard amen more Cafédirect.
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Figure 26: Possible organisational trajectories
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| have depicted the different categories horiziytatcording to Mintzberg’s configurations.
While the missionary configuration is common toRlIlOs, the three other trends that coexist
with such a missionary configuration are positiofieain left to right. In is worth noting that
the left and right columns—respectively, the ermgapurial and the adhocratic trends—seem to
correspond to FTOs’ configurations at the timehaiit creation, while the middle column-the
bureaucratic trends—seems to consist of much aldétarger FTOs. It is thus logical that most
arrows depicting changes in organisational fornfrgm the extreme sides to the middle.

Indeed, FTOs are not likely to immediately starf @ multi-stakeholder groups or
cooperatives: the only example in the sample ig tifaSoli'gren, in which the multi-
stakeholder governance was directly linked to t8¢CSform imposed by the city of Grenoble.
Except this case, these two types of large and Emmulti-stakeholder FTOs generally
originate from volunteer-based nonprofit or coopeeaFTOs. The multi-stakeholder nature is
thus, in most cases, a feature that is acquiredugily. For instance, in Pangea-NT, the
founding members were all originally volunteerst they later specialised into more specific
and diversified functions: some became employedhleyFTO, others got involved in NGOs
that later became associated in the governancbeoFTO, and others simply supported the
FTO through buying shares and FT products. The mumid members also increased
dramatically (to over 500 people) and reinforcee thulti-stakeholder orientation. The same
evolution is occurring, for instance, in MMH-MFT,hase volunteer-based membership is
progressively evolving and specialising to adapt the distinct missions of the two
organisational entities.
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Our description up to this point has applied to BM@th an originally voluntary basis. This is
represented by the oval on the right. While theag ve entrepreneurial dynamics in volunteer-
based FTOs, most of these FTOs are characterissttdng missionary-adhocratic dynamics,
which are likely to evolve into a stronger bureatisation with the growth of the FTO.
Bureaucratisation may occur even when the FTOngtainonprofit and voluntary-dominated
form, as the case of Oxfam-MDM illustrates.

The common feature of FTOs in the left oval is ttlegitrepreneurial dynamics, which contrasts
with the voluntary basis observed in the FTOs adkther oval. The entrepreneurial dynamics,
however, may evolve toward more adhocracy and/oreducracy, if the founding
entrepreneur(s) is (are) replaced by a more colechanagement. | do not yet have sufficient
empirical evidence of this possible evolution, dynipecause the rather entrepreneurial FTOs
are often very young and are still led by theimfdung entrepreneur(s).

It is worth noting that certain FTOs are locatedtte intersection between the two ovals.
Indeed, entrepreneurial FTOs that include multipheluding “non-business” stakeholders
(e.g., Citizen Dream) may become increasingly simdio FTOs having moved from a
voluntary basis to entrepreneurial dynamics (eSgldac). In this intersection, we may also
locate multi-stakeholder group structures as welFaOs that have been created by volunteer-
based pioneer FTOs—and thus have a strong link tvétright oval-but with a business form
and dynamics that resemble FTOs from the uppeioledt, although often with a larger size.
As previously mentioned, Cafédirect is the emblémakample of what could be called
“missionary NGO-founded businesses”.

Two key questions remain. The first is to examineuhat other aspects (goals, resources, etc.)
the categories of organisational form also difieias to explore to what extent these categories
allow different articulations of the three dimenmsoof FT. The second is to understand why
FTOs evolve from one category to another. The sye#d chapters will provide a number of
interpretations concerning both what the diversenfoentail, and why they may change over
time.
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Chapter 5 — Explaining organisational diversity: descriptive findings

In this chapter, | introduce and examine a rangeaniables that might have an influence on

FTOs’ organisational forms. Some of them are erplicuggested by the economic or the

sociological neo-institutional frameworks. Otheevé been added that are more specific to FT.
These variables allow me to describe the samplesande as a pool of data that will be

interpreted in the next two analytical chapters.

1. Region

The previous chapter has already presented théfispmmlution and current configuration of
the FT sector in the four regions of the study. &theless, many other elements linked to the
national context or to the specific region (ledisla, culture, networks, support from national
or regional authorities, etc.), are likely to hareinfluence on FTOs’ organisational forms. The
following table shows the link between these twaaldes, based on a simple correspondence
analysis. The p-value (0.0127) suggests that tlggomeand the organisational form are
significantly linked to each other.

Table 27: Region and organisational form (p=0.0127)

Type 1 Type 2 Type 3 Type 4 Type 5
Belgium 20.00 26.66 33.33 0.00 20.00 100.00
France (Rhéne-Alpes) 27.27 27.27 40.90 4.54 0.00{ 100.00
United Kingdom (England) 9.09 36.36 9.09 18.18 27.27| 100.00
Italy (Rome) 11.11 0.00 44.44 44.44 0.00{ 100.00

As we can see, it is in Italy (Rome) that the orgatonal forms seem most homogeneous.
Except Esprit Equo, all the Italian FTOs in the ptarare social cooperatives. Half of them can
be categorised as volunteer-based, while the dléhas evolved to a more multi-stakeholder
configuration—although the limit between these twategories is not a neat one. In France
(Rhbne-Alpes), we find mainly the first three type$ FTOs—individual, business and
volunteer-based. More complex, multi-stakeholdemf® are less common than in the other
regions. All types of FTOs are represented in thésB (English) part of the study and, to a
lesser extent, in Belgium (where the “group” catggs clearly favoured by larger FTOs). |
will devote a large section to understanding whettors lead to such national and regional
differences, particularly in the sociological nestitutional chapter.
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2. Age

From a sociological and, to a lesser extent, ecéma@o-institutional standpoitit, the time
perspective is crucial for understanding the evoitubf the institutional dynamics and their
influence on the organisational form (Fligstein919Jepperson & Meyer, 1991; Leblel@t
al., 1991).

2.1. Sample description

| already mentioned different generations of FTOsem reviewing the history of the FT
movement (first chapter). To divide the sample imtre or less equal categories, | determined
four increasingly short periods, observing a ckageleration of the creation of FTOs in recent
years. This appears in the following table, wheeesee that more than 50% of the FTOs in the
sample have been created after 2000. While theageeage is twelve years, the median age is
only seven years. The oldest one is thirty yeads Bhe young age of FTOs should be kept in
mind when analising their organisational forms he tlight of the different theoretical
approaches.

Table 28: Age categories

Creation 1970-1990 1990-2000 2000-2004 2005-200¢
Proportion of FTOs 26% 19% 16% 39%
2.2. Age and organisational form

Let me link the general categories of the orgaiisat form with the age of the FTOs. While
the description of the categories in the previdwspter has suggested intuitive links with age, |
will now examine this link more closely. The follawg table describes the links between the
four age categories and the five types of orgaioisat forms.

Table 29: Age and organisational form (p=0.0011)

Type 1 Type 2 Type 3 Type 4 Type 5
1970-1990 0.00 14.29 42.11 0.00 83.33
1990-2000 9.09 35.71 10.53 42.86 0.00
2000-2004 9.09 7.14 26.32 14.29 16.67
2004-2008 81.82 42.86 21.05 42.86 0.00
100.00 100.00 100.00 100.00 100.00

The wide majority of individual FTOs (Type 1) arery recent. Entrepreneurial business-form
FTOs (type 2) are also relatively recent but pathem are older, contrary to what could have
been expected from typical descriptions of the geya of the movement (see first chapter). |
indeed found a number of pioneer FTOs that staftednstance, as small family businesses
(e.g., Siesta and One Village in the UK). Althougtany volunteer-based nonprofit or

139 Althouth certain uses of transaction cost theayehbeen precisely criticised for their “a-histbnigsion of
organisations (Granovetter, 1985).

138



cooperative FTOs (type 3) were created before 188ffe have also been recently-created
FTOs following that model. This is typically theseain worldshop networks such as ADM in
France, in which new members are required to aslogt a model. It is also worth noting that
several volunteer-based FTOs have evolved intoitstakeholder structures such as groups
(particularly in Belgium). Multi-stakeholder coop#¢ive FTOs emerged mainly in Italy in the
1990s and early 2000s, and more recently in Frdage, Soli'gren) and in the UK (e.g.,
Zaytoun). Finally, group structures are mainly vgigiead among old pioneer FTOs that started
as volunteer-based organisations (Oxfam-WereldvisnkéMH-MFT, etc.).

To examine the influence of the period in which fiEOs were created, it may also be
interesting to look at the initial legal form chasdndeed, this may help to understand how
certain forms appeared suitable at the creatiahefTOs, but less afterwards. | particularly
think of the nonprofit form, which has rarely bemonserved over time. We may suppose that
the same has happened to architectures (from amtiwa@r entrepreneurial ones to more
bureaucratic ones) and governance models (towang mamplexity). Nevertheless, as the
understanding of thenitial architecture and governance models is difficudinfranex post
perspective, | will focus here on the initiagal form

Table 30: Age and legal form

Nonprofit Cooperative Business Individual
1970-1990 86.67 0.00 13.33 0.00 100.00
1990-2000 18.18 36.36 45.45 0.00 100.00
2000-2004 55.56 22.22 11.11 11.11 100.00
2004-2008 9.09 31.82 31.82 27.27 100.00

It appears that the number of newly created nonpFdfOs has been globally decreasing,
while individual FTOs have increased from 2000. gaative and business-form FTOs, which
have emerged in significant proportions in the E)%ve been more or less stable over time.
Finally, it is in the last period that the legalfts adopted by newly created FTOs have been
the most diversified—although the nonprofit onensedess an option for new FTOs. To
summarise, certain links can be observed betweeragie of FTOs and their organisational
forms. There are not clear-cut differences, howeasrong the different generations of FTOs,
and diversity, although increased with time, wasady observed, although to a lesser extent,
in the early decades. The influence of age migta bk linked to the size of FTOs: a complex
structure such as the multi-stakeholder cooperaiivgroup requires a large size—at least in
terms of the number of workers—and a simple stractuch as the entrepreneurial form or the
small team of volunteers is unlikely to remain uaradped with the growth of the FTO.

3. Size

Linked to the age but also to other factors, tlze eif FTOs may be an important variable in
explaining form elements form such as architectame governance. To categorise sizes,
several indicators are available from the intendefsee Q14): turnover (sales + subsidies,
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donations, etc.), sales, capital, and number diftime equivalents. In order to reduce these
four variables to one global “size” variable, | bawn a principal component analysis.

Among the four components or factors that explaatbtal size variation, the first component
already accounts for 88% of the total variance,cWwhis quite satisfactory. With a second
factor, 98% of the variance is explained. This nsetimat the four indicators can be grouped
into one or two factors that represent them. Thieviong table shows the contributions of the
four components to the total variance.

Table 31: Contributions of the factors to the totatiance

\ HContribution to the total variance (%)HCumuIative contribution (%) |
[Factor 1 187.81 | 87.81 |
[Factor 2 |20.15 [97.96 | }
[Factor 3 2.04 | 99.995 |
[Factor 4 |0.005 [ 100.00 |

When we look at the contributions of the four vhles to each of these factors, we can see that
the first, major factor is influenced by all theriables, especially those that relate to the
economic weight of the FTOs. This means that ak¢hvariables express the same type of
information. The second factor, the weight of whishmuch smaller, is mainly influenced by
the capital and by the number of full-time equivdde Let me represent the FTOs graphically
in relation to these two factors.

Figure 32: Size: graphical projection of the indluial observations
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This figure might lead one to think that most FT&s relatively similar to each other in terms
of economic figures and of the number of FTEs.alet,fthey are similar if we compare them to
the few much larger pioneer FTOs such as the Oxfamwin, Traidcraft or Cafédirect. But if

we exclude these larger FTOs and zoom in on thedctd points, we see that there is a bit
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more heterogeneity, with a range of medium-size $3@hhough there is still a cloud of
relatively homogeneous, small or very small FTOs.

Figure 33: Zoom on medium-size and small FTOs
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Let me examine the variables individually. If weloat the total turnover, figures range from
15,000 to 28 million euros, with an average of 2iam euros but a median of only 200,000
euros. This confirms that there are many very sif@lDs and that the average turnover is
increased only by a small number of very large ET8s appears clearly on the following
table: more than 60% have a turnover under 250€000s, and only 10% exceed 3 million
euros. Furthermore, in conformity with other stgd@ FTOs (Krier, 2005; 2008; Vigared
al., 2008), importing FTOs have a higher turnover tharldshops: 72% of the first two
categories below have no import activity.

Table 34: Categories of annual turnover

Turnover (euros) <100,000 100,000 - | 300,000 - | 3,000,000-| >20,000,000
300,000 3,000,000 | 20,000,000
Proportion of FTOs 30% 32% 28% 4% 6%

In terms of the number of employees, more than 50%ne FTOs are very small, with less
than 2 full-time equivalents. While the median jgi& average is 5.5. This is somewhat lower
than in other studies (e.g., 7 average in Vigainal, 2008). In any case, as observed by Moore
et al. (forthcoming), FTOs are far under the limize of SMEs, fixed by the European
Commission to 250 employees. Most of them can Insidered as micro-businesses (less than
10 employees).

141



Table 35: Distribution of the FTOs in terms of ftithe equivalents

# employees (FTE) 0 0.1-2 2.1-10 10.1-50 >50.1

Proportion of FTOs 7% 44% 33% 9% 7%

How can the FTOs’ size be linked to their orgamisetl form? While | could run
correspondence analyses based on the previouslyiomes categories, | suggest leaving the
variables continuous and choosing two of them oeoto have a graphical representation of
their correlation. Let me take the two previouslgntioned size variables, which seem to
provide complementary information: the total tureapand the number of full-time equivalents.
If we illustrate the correlation between these twoables, we can see where the FTOs of each
category of organisational form are located.

Figure 36: Turnover and full-time equivalents (wdslmple)

Total turnover in function of full-time equivalents
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The first observation is that, on average, each riags” approximately 250,000 euros to the

FTO (in terms of sales, subsidies or donations)s @mount seems lower in volunteer-based
FTOs (type 3) and higher in FTOs of types 2 ané Second observation is that the FTOs in

the “type 5” category, i.e., the hybrid group stures, are clearly larger than the other types of
FTOs. Beyond this category, it is difficult to cd#fy the other ones. A more precise picture
appears if we exclude the very large FTOs.

142



Figure 37: Turnover and full-time equivalents (zoomthe medium and small-size FTOs)

Total turnover in function of full-time equivalents
Excluded observations: 9, 10, 38, 43, 46, 47
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We can see that multi-stakeholder cooperatives(8)pand business-form FTOs (type 2) are
globally larger than individual (type 1) and voleat-based (type 3) FTOs. Individual FTOs
have very small turnovers (often below 100,000 gurand, by definition, very low
employment. Volunteer-based FTOs are also quitdl nasely over one million euros and 5
full-time equivalents), with only a few exceptiof®xfam-MDM is the main one). Multi-
stakeholder cooperatives are all medium-size (betwg00,000 and 1,500,000 euros and
between 2 and 9 full-time equivalents). Businessfd-TOs are generally medium-size to
large, with a few that are very lar§®.Finally, when excluding the very large FTOs, theps

of the correlation seems less steep, with each Bririging “only” 150,000 euros. This might
be explained through the economies of scale rebligghese larger FTOs.

The heterogeneity in FTOs’ sizes could make iticlift to compare them. Indeed, issues of
governance and architecture might seem differetwvdmn an individual FTO and a large
group—the two extremes of the sample. Yet, in miiop, from the smallest FTO to the

largest, it is equally meaninfgul to examine how tirganisational form is shaped and which
articulations of the different dimensions of FRliows.

4. Economic function

Another strong distinctive feature for FTOs is thaile in the FT chain. The involvement in
import, transformation, wholesale or retail is likeéo have an impact on the organisational
form. By import, | mean that the FTO has a diregationship with one or several producer
groups in the South from which it imports regulafyansformation implies that the FTO has a

140 These exceptions partly correspond to the FTOs wese difficult to categorise completely in type far
instance, Fair Trade Original (which is manager-esvbut nonprofit) and Cafédirect (which has a bessnform
but which is not manager-owned).
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unit where the product is transformed in some way (nstance, cocoa transformed into
chocolate or cotton used to manufacture garmentdp not consider packaging or other
superficial operations as transformation. By whales| mean that the FTO has at least a
partial function of selling FT products to otherngmanies or institutional buyers (schools,
government, etc.). Finally, the retail function illep having one or several shops where
individual customers can buy FT products.

A rapid glance at the FT sector would lead oneistirdyuish importers on the one hand, and
retailers such as worldshops on the other. Howewany FTOs combine different functions or
add a function to the primary activity (for instanavorldshops that start direct import). The
following table shows that nearly all FTOs haveegaiting function. This is an important
element because it means that most FTOs in thelsaang in direct contact with the final
customer. Secondly, a large part of the FTOs haviengort function, which means that they
are engaged in socio-economic partnerships witlptbducers. Finally, the transformation and
wholesale functions are developed only by a migaitFTOs.

Table 38: Distribution of the FTOs in terms of eepomc function

Economic function Import Transformation Wholesale Retalil
Proportion of FTOs 58% 26% 32% 81%

I have not found a significant correlation the bedw economic function and the organisational
form.**! Indeed, the various types of FTOs are presenil #teastages of the supply chain in
the North. Nevertheless, the economic functionoisam anecdotic element and should be kept
in mind with regard to the type of practice of Fgt it involves. An importing FTO that is in
direct contact with producers obviously has a lagpat of its activities devoted to producer
support than a retailer that has no such direeatiogiship. However, a FT shop can select
importers that offer certain guarantees regardueg partnerships with producers. Moreover, a
shop or a local team of volunteers can be in contéh producers even when there is no direct
import from them (example of ADM shops). On theestihhand, a FT shop that is in direct
contact with consumers is more likely to engageducation activities than an FTO that does
only import and wholesale. But advocacy is possévien without such a direct contact.

5. Products

The two traditional product categories of FT ared@and handicraft products. Food products
include drinks (coffee, cocoa, tea, fruit juicesney beer, etc.), fruits (bananas, pineapples,
etc.), honey, rice and other cereals (quinoa, ,ebispuits, spices, and many other products.
Most of these products are potentially labelled=h® (together with a few non-food products
such as cotton and roses). Handicraft also covev&da range of products, from textiles to
ceramics, from home furnishings to musical instrotee The scope of FT products has,
however, increased tremendously in the last ygamhole range of “non-food” products has

141 Correspondence analysis for which p=0,245 andlyedirthe possible combinations of form and ecoiom
function find an illustration in the sample.
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been developed besides handicrafts, particuladyhiclg and cosmetics. The scope of FT
products is likely to still increase in the neatufe.

In the sample, most FTOs propose food or handiprailucts (or both). While the proportion

of labelled products has generally increased, s€WefOs also sell non-labelled FT food.

Following the example of Cafédirect, the newer FT@=is much more than the pioneers on
one particular product or product range (coffeaeyichocolate, garments, jewelry, etc.). As
the following table shows, handicraft and food dealt with in the same proportion. Only a
few FTOs have developed new types of non-food prtsdu

Table 39: Distribution of the FTOs in terms of puatitypes

Product type Food Handicraft Other non-food

Proportion of FTOs 58% 63% 12%

Again, | have not witnessed a systematic link betwihe types of products traded by the FTOs
and their organisational forr> The only link that seems valid is the one betwleeger types

of FTOs (multi-stakeholder cooperatives and groug®) the diversity of products, while
individual and business-form FTOs often have aaveer scope of products. But there do not
seem to be differences relating to the nature eptioducts.

6. Leaders’ profiles

6.1. Introduction and methodology

As | met directly with the leaders in nearly aletRTOs (CEO, director or coordinator), | was
able to examine their profiles. Indeed, in a sagaal neo-institutional perspective,
organisational forms might indirectly depend on hibeir managers have integrated a number
of normative settings through their past experieedecation, and imitation of other leaders. If
organisations are affected by their environmeng through the people who, consciously, but
also unconsciously, transmit the normative valueswhich they are embedded, into the
organisational context (DiMaggio & Powell, 1983; y#e & Rowan, 1977), especially when
they have strong decision-making power.

Three questions to the managers allowed me tolskké&leaders’ profiles. The first question
(Q2a) was: “What was your previous activity befdsrecoming involved in the FTO?".
Managers explained what they had done and wheyehie worked in the past. Then, | asked
about the motivation behind their involvement: “Vidh@end how did you become involved in
the FTO? What was your motivation to work for (orfound) the FTO and to accept the
leader’s position?” (Q2b). Finally, | asked abdw teaders’ education (Q2c).

142 Correspondence analysis for which p=0,183 andyafirthe possible combinations of form and prasifind
an illustration in the sample.
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6.2. Findings

Based on these three questions, three profile @agsgwere distinguished. These categories
must be considered as ideal types that are likelyoexist to varying extents in the profile of
each leader. The description is thus rather canahtThe percentages refer to the proportion
of leaders for which each type of profile seembdaominant.

- Activists (dominant for 39% of the FTOs’ leaders)

Although there may be several meanings for the tawtivist”, in the case of FTOs’ leaders it
means that their initial investment in the FTO laggolitical motive. Activists did not become
involved in the FTO primarily to run an economig@anisation, but rather to participate in its
political project. For them, FTOs are a channebtligh which education, regulation, and
advocacy can be led with the goal of transformimg tules of international trade. Producer
support is important but it is above all a consagion of a wider political project.

Most founders of the pioneer FTOs had activist ifgef With the economic evolution of the

sector, however, an exclusively activist profileswaften considered as insufficient to run an
FTO. Some of the initial activists added other edats, typically business training, and

succeeded in maintaining their leadership; otherseweplaced by people with more complete
profiles. This last situation was observed in savpioneer FTOs whose growth induced a
need for managers with more business expertise (@@am-WW and Max Havelaar).

- Developers (dominant for 30%)

The second type of profile could be located clésehe “social” dimension. Developers have a
background of development cooperation and are muelil primarily by the mission of
producer support. It often happens that, beforattrg or becoming involved in an FTO, they
met producer groups during travels or missionh@3outh, thus becoming familiar with their
situation, and motivated to help them find markpgpartunities in the North. Some of them
may thus see FT as a development project (Poneebdt 2005). The economic and political
activities are rather seen as means to achievefitiaé goal of helping the producers’
communities to develop. Most FTOs’ leaders arelypddevelopers”, with some experience
with producer groups. Nevertheless, such experialmee is often insufficient to run the FTO.
This has been even more the case since the emergetabeling and certification, which has
taken over the function of selecting and contrgliproducer groups. Indeed, as labellers and
certifiers regularly visit the producer organisasoand check their conformity with the FT
criteria, it has become less important for FTOsdnd their own staff to visit the producers in
the South. Nevertheless, the “developer” skillsagnuseful for managing an FTO, especially
when there is a direct import from the producers.

- Businesspeople (31%)

The third profile has become increasingly presembrag FTOs’ leaders. People with previous
experience in the business world who want to engage activity with more ethical values

146



have become more and more involved in FTOs. Sontieeoi have founded new FTOs with a
stronger commercial vision—albeit with social pwsge. Others have got involved in FTOs
looking for people with business experience for thanagerial functions. Finally, several

leaders have freshly graduated from business ssteul have preferred to create their own
ethical business than to join a “mainstream” coagion.

Whatever their background, most businesspeopleotalso include developer and, to a lesser
extent, activist skills to their business profile.the interviews with these types of managers, it
appeared that many of them, after having startedah in the FTO, traveled in the South to
meet established or potential partner producer ggoururthermore, most activists and

developers reported the need for more businesis s&iproperly run their FTO—or maybe to

have more legitimacy in their function. Several agers participated in training sessions for
that purpose, and two managers even obtained def@® business schools during their
leadership.

To try to gather multidimensional expertise frore thanagement, FTOs have various choices.
They can look for the person combining these dfierdimensions. For instance, someone
from the business world with high ideals and sompegence in development cooperation
(this is the typical profile of new FTOs’ leader§)r, when there are different departments
(e.g., marketing, producer support and advocadkigy may prefer to have two or three
different leaders working together. Finally, theeth types of expertise of FTOs’ leaders can
also be applied to FTOs’ employees and workerghdénearly history of FT pioneers, most
FTOs were composed only of activists (volunteexs @mployees). Then, with the commercial
development of the sector, people with a businemskdround were increasingly hired.
Therefore, it is common to have staff with differdrackgrounds according to the role they
play in the FTO (or the department they belongtthe case of larger FTOs).

6.3. Leaders’ profiles and organisational form

The following table links the dominant leaders’ fdes with the five categories of
organisational forms.

Table 40: Leaders’ dominant profile and organisaabform (p=0.0011)

Type 1 Type 2 Type 3 Type 4 Type 5
Activists 0.00 13.79 51.72 20.69 13.79 100.00
Developers 31.25 37.50 18.75 6.25 6.25 100.00
Businesspeople 50.00 33.33 8.33 0.00 8.33 100.00

Leaders with a predominantly “activist” profile, whvere previously active in advocacy NGOs
or within the same FTO (as volunteers or campagf@rinstance), are logically much more
present in volunteer-based FTOs and multi-stakematdnprofit and cooperative FTOs (types
2 and 3). Larger nonprofit pioneers, however, heiiee hired managers with a more business-
oriented profile, as the example of Oxfam-MDM shoWsthat particular case, the presence of
a manager with business experience had little ommmact, however, on the organisational
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form. The Oxfam case clearly shows how the manageeferences can be constrained by the
tradition and habits of the volunteers and emplsyéiéhe hiring of leaders with business
experience and/or education has also developed@ggronp structures.

On the other hand, there are also leaders withisicprofiles in business-form FTOs. The best
example is probably One Village. The founder anchagar of One Village, Roy Scott, is the
leading figure of the marginalised “anti-mainstrédarand in British FT. Initially very active in
campaigning and lobbying (thus quite close to thetiVist” profile), he has been involved in
the early initiatives of worldshops’ networking,ria through BAFTS. His rejection of the
term “Fair Trade”, presented as hypocritical, isbtematic}*® He prefers to refer to a
“potentially less unfair deal”, or simply to “alteative trade’-the term used in the early
decades of the FT movement. Thus, he advocate®ifelabeled FT sold in alternative outlets.
Yet, his FTO has not adopted an “alternative” orgaonal form:

We started trading with Asian handicraft producershe late 1970s. We wanted to set
up the organisation quickly and thus chose theesagorm: a family business. [...] It is

true that most of our partners are cooperatives. &l& put a strong emphasis on
democracy and profit limitation. But we have netaken the time to change our legal
form and our governance model. It may seem incalteBut we prefer to focus our

energy on producer support than on internal orgatim matters

Leaders with a predominantly “developer” profiles.j people who were previously active in
development NGOs or working on social issues asiteges in the South, are found in all
types of FTOs, particularly in individual and busss-form FTOs (e.g., Saldac, Laspid, etc.).

Finally, leaders with an education in businessreripus experience in the business world are
found primarily in business-form and individual F§,(but also in other FTOs. They remain
absent from “pure” nonprofits. Nevertheless, thegyrbe leading groups including a nonprofit
entity (e.g., Oxfam-WW and Max Havelaar). The FreR@ O “Quat’rues”, active in selling T-
shirts, illustrates the link between business skldacation and the creation of FTOs with a
business form. Three friends—two of which havingerdly graduated from business studies—
launched the project in 2006. They rapidly struetlthemselves as a business-form FTO.

The only other possible form was the SCOP [workeo®perative], but is was too
complex. Moreover, we wanted a simple business, fgom know, we’re a business.
And a business form is more serious in front of mencial partners and customers.
After two years, we’re happy to have organised elwes as a business. It corresponds
to what we are and what we want to do. But our [BEndards remain high

143 An illustration can be found on the website of Qfitage, on the pagéttp://www.onevillage.org/fairtrade/
viewed on February 12, 2008. For instand€eéping the [...] gross inequalities in mind, itd#ficult to see how
anyone can honestly claim that'fair trade’ has adly been achieved. Claims of ‘fair trade’ can befound

exaggerations, misleading and inaccurate. To claimd say to such workers ‘This is fair’ is shockarg in itself
a great injustice’
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The last sentence is typical and was heard in niateyviews with rather business-oriented
FTOs. It is as if the interviewees felt the needdassure the audience: we are a busibess
our ethical standards are high.

In the cases of small FTOs led by the people whinded them, it is reasonable to assume that
the leader has had an important influence on tlécelof the organisational form (Spence &
Rutherfoord, 2001). In older and larger FTOs thet hew leaders, however, the relationship is
likely to be reversed: the FTO, according to itssion and its form, chooses the leader whose
profile best fits its expectations.

7. Resources

In both neo-institutional approaches, and in thieeottwo approaches as well, resources—
obtained or expected—are crucial for understandrggnisational forms. | distinguish incomes,
voluntary work, financial resources, and intangit@sources.

7.1. Incomes

FTOs have access to several types of incomes:, galbbc subsidies, gifts, etc. Q10a consists
of a table in which | asked FTOs’ managers to reffeg amounts and details for each type of
income (I then calculated the percentages for éacbme source). In several cases, | had
already found such information in the annual reqort

It appears that most FTOs have mainly commerca@rires, through the sales of FT products.
The average percentage of commercial incomes iE®%f the total resources. In nearly all
FTOs, sales had increased dramatically over tinmty €ome older FTOs witnessed a certain
degree of stagnatioff? Public subsidies and gifts were limited, neveresxing 35% of the
incomes, even for pioneer nonprofit FTOs. The uasfority of these FTOs with non-
commercial incomes reported a decrease, not imt¢heal amounts generated from these two
sources of income, but in their proportions in tiela to the total income because of the
increase in sales. This is consistent with the ‘m@mtialisation” trend observed among
nonprofit organisations (Weisbrod, 1998), in a eahtof normative promotion of market
resources for social entreprises (Battle Andersabegs, 2006; Dart, 2004). Non-commercial
incomes vary according to the regions: they arenyaubsidies in Belgium and in Italy and
gifts in the UK (with a mixed situation in Rhénephis).

The sample can be cut into four categories basedeoproportion of commercial incomes:

- More than 97%: 58% of the sample

-  Between 90% and 97%: 17.5% of the sample
- Between 80% and 90%: 17.5% of the sample
- Between 65% and 80%: 7% of the sample

1441t should be noted that all the interviews haverbdone before the start of the economic crisis.

149



The following table shows the relationship betw#enfour levels of sales in the total incomes
and the organisational form.

Table 41: Types of incomes and organisational form

Type 1 Type 2 Type 3 Type 4 Type 5
65-80% sales 0.00 7.14 15.79 0.00 0.00
80-90% sales 0.00 0.00 31.58 0.00 66.67
90-97% sales 9.09 0.00 36.84 14.29 16.67
>97% sales 90.91 92.86 15.79 85.71 16.67
100.00 100.00 100.00 100.00 100.00

These relationships can also be analysed graphieallithe following 2D representation shows.

Figure 42: Types of incomes and organisational foargraphical analysis

2D graphical representation of the factors (Dimension:1x2)
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Both the table and the graphical analysis showadhtggories 1, 2, and 4 are very close to each
other due to their exclusively commercial incomiess worth noting that multi-stakeholder
cooperatives behave similarly to individual andibess-form FTOs, despite their theoretical
access to non-commercial incomes such as donatmhsubsidies (as will be expanded upon
in the next chapter). Conversely, volunteer-bas&é®4-and group structures have a lower
proportion of commercial incomes (as groups includkinteer-based parts). While the latter
are closer to the second level (between 80% and), 9% former are more dispersed across
the four levels, with a majority situated betwe®¥Band 97% (second and third levels).

7.2 Including voluntary work

Voluntary work can be considered as a specific @mgjible resource. Several authors have
tried to determine the value of voluntary work (gMertens & Lefébvre, 2004). The easiest
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way to do so is to calculate the salaries that ddwalve been paid if volunteers were paid for
their work hours. Such an equivalence can be #itin many ways, with voluntary work
hours described as either more or less efficiesu ttlassical working hours (for a discussion
on FT volunteers, see, for instance, Becchetti &t@atino, forthcoming; Gateau, 2008).
Moreover, practically, it is often very difficulbtdetermine the time spent by volunteers, as in
the case of an advocacy campaign; it is somewlsargar voluntary work in a shop.

In the study, | asked the leaders to sum up apprataly the voluntary work hours. Then, |
multiplied them by the average salary of an empoyerking in the nonprofit sectdt® If we
include the monetary value of volunteer work, tlegcpntages of commercial incomes drop
down, but not so dramatically (average of 79%). Té&son is simple: one FTO out of two
does not use voluntary work. Although the calcolathas a poor reliability, four categories can
be distinguished:

- More than 97% of commercial income: 45.5% of thaga
-  Between 75% and 97%: 17.5% of the sample

- Between 50% and 75%: 24.5% of the sample

- Between 20% and 50%: 12% of the sample

I do not try to link organisational forms and vdlary work, not only because of the poor
reliability of the latter indicator, but also besauof the redundancy with the categories
themselves (as one of them, type 3, is preciselynetk by the volunteer-based governance
structures).

7.3. Financial resources

In a broader sense, resources may designate timapent assets of organisations, as it appears
in the financial balance. Capital is often the mfrancial resource, but assets also include
long-term loans, material, etc., the origin of whiecnay vary (family, friends, partner
organisations, market, state, etc.). When FTOsatdarmally have capital, as is the case of
nonprofits, the initial assets are generally veny.ll asked about the capital and initial loans or
gifts in Q14. The average sum is only 146,000 eufdss confirms both that FT is not a
capital-intensive activity, and that FTOs, furthems are often under-capitalised (SAW-B,
2008). As it appeared in the section on size, theumt of capital is significantly linked to the
other size variables. It is thus useless to on@nagnalyse the links with the categories of
organisational form.

7.4. Other resources

Finally, resources may be viewed in a broader getsge, including elements such as skills,
technigues, access to networks, or abilities tiuémice the environment. These issues were not
explicitly addressed in the questionnaire. Nevéetdge the answers to the open questions on
the FTO’s history (Qla and b) and on its relatigpshvith other FTOs, support structures, and

15 As most volunteer-based FTOs have a nonprofit form

151



networks (Q11a, b and c), as well as the interviewts people from these latter institutions,
brought to light useful information about more mgéle resources that will be examined using
RDT in the last chapter.

8. Goals

8.1. Theoretical introduction

Goals or missions are key elements, especiallhenstudy of social enterprises (Defourny &
Nyssens, 2006). Indeed, social enterprises aremes as particularly suited to the pursuit of
multiple economic and social goals (Bacchiega &Zaga, 2001; Mair & Marti, 2006). More
generally, goals are central in organisation theorguch an extent that organisations are often
defined as tools aimed at achieving given goalsoAgnthe handbooks on organisation theory,
Jones, for instance, describes organisationsoa¢s‘used by people to coordinate their actions
to obtain something they desire or value—thatasathieve their goals’{Jones, 2004:2). In
another context, Pfeffer and Salancik define orgmtions as ¢ollections of individual efforts
that come together to achieve something which mighiotherwise be accomplished through
individual actiorf (1978:23)

As goals and organisational form are likely to lmkdd to each other, it is crucial to define
precisely what | understand—and do not understhnokgh the term “goals”. The first
guestion is probably: whose goals? Much of the eatisnal economic and managerial
literature speaks about “organisational goals” ¢Hat1999). This expression, however, is
increasingly rejected by social scientists andipalerly organisation theorists. For McAuley

al. for instance, to talk of social collectivities such as organipai$ as having goals, as if they
were an individual person, can be misleading beeaiiscreates an image of agreement
amongst members regarding the purposes of an argdan that might not exis{2007:13).

By viewing organisations in such a wdyye may accidentally exclude and subjugate the
priorities of the vast majority of organization meens and those in the wider community who
are not members but who are simultaneously affdayeatie organization’s operation(14).

In small organisations consisting only of an enteepur or a few other people, it is not too
problematic to speak of “organisational goals” asyaonym for “leader’s goals” (Spence &
Rutherfoord, 2001). In larger structures, howeseach an association would indeed ignore the
vast majority of organisation members. Mintzber§83; 1986) and other authors subscribing
to a “political” perspective consider that it ighar individuals and social groups who carry
particular goals. If these individuals and groupach a sufficient level of power, their goals
may become organisational goals, thereby incredbiig legitimacy and their power (Nizet &
Pichault, 2001). If several groups try to influenogganisational goals, it is likely that
organisations will pursue multiple goals (Mintzbet§86).

Organisations have not only multiple goals linkedtheir different social groups, but also

different types of goals. A classical distinctianthe one made between official goals, which
are very general, and operational goals, whicheyaa@hcrete actions. Conventional approaches
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consider that the managers determine the officadlsy which are then translated at the
operational level by their subordinates (Hatch,@9%®olitical approaches, by contrast, insist
on the conflicts that inevitably appear among tloalg carried by different actors in and
outside the organisation.

A second distinction can be made between “systeaisgj@and “mission goals”. Pichault and
Nizet (1995) expand upon this distinction introeddy Mintzberg (1983):

- Mission goals: the goals linked to the productsyises or clients of the organisation

- System goals: the goals linked to the organisadimhits members, independently from
the products and services of the organisation. $elts include survival, efficiency,
control of the environment, and growth (Mintzbet§83).

8.2. Methodology

Based on the distinctions of the people carrying goals and of the types of goals, |
considered in this study:

- For all FTOs: the official goals (as mentioned nganmisational documents or on the
website) and the leaders’ goals (as expressedgltireinterviews)

- For the case studies: the operational goals andnwbssible, the goals of other actors
in the organisation (Board members, other managéry,

Four questions aimed to capture the goals of tlygarosation as viewed by the manager.
Question 8a was an open question: “What are thsioms of your FTO?”. The answers to this
guestion were general and often corresponded tmibsion statement available on the official
documents and on the website. Question 8b theaduted a time perspective: “Have there
been any changes in the missions since the creatidtre FTO? Which ones? Why and how
have they been implemented?”. Questions 8c ande3d based on a list of goals made with
the help of practitionet?® and each linked to a particular dimension, andeidsy e-mail. This
allowed me to compare FTOs based on similarly féated goals.

146 A FT network in France and two FTOs in Belgium
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Table 43: List of possible goals

Dimension Possible goal
To support small-scale and/or marginalised prodgoenps
Social To empower producer groups and increase their dsgsac

To reach the wider community behind producers
To gain market shares

Economic To increase consumer satisfaction

To generate profits

To influence international trading rules in a wémattis more favourable to the
producers in the South

To watch and denounce unethical practices by catjpos

To encourage consumers toward more ethical buyahgdour

Political

It is worth noting that most of the goals suggestethe grid are “mission goals”. They are
specific to FT, i.e., to the products and servioe$TOs—viewed in a broad sense. “Social
goals” are the closest to the description of misgjoals, as they express what FTOs normally
seek to ultimately achieve. Certain “political g&fahre also close to mission goals, especially
as means to contribute to the social goals. Howepgditical activities also contribute to such
system goals as gaining legitimacy and controllihg environment. A goal such as
“encouraging consumers toward more ethical buyiegakiour” may be ambiguous. On the
one hand, it may be seen as a mission goal omvits or at least as a contribution to the social
mission. But on the other hand, it may also be s&emtool to increase sales and/or legitimacy,
thereby being closer to a system goal. Finallytesysgoals seem more present in what |
defined as “economic goals”: “making profit” andaiging market shares” can be directly
linked to considerations of survival, efficiencypdagrowth. However, these goals are often
presented by FTOs as means or at least intermeda#ks, the achievement of which is
necessary to pursue the social goals (Davies &e;12003).

The distinction between mission goals and systeaisgs thus complex and must be kept in
mind when examining how the leaders view the omgional goals. Q8c was: “Could you
please rate the following possible goals accordinghe extent to which your organisation
concretely pursues each of the@2 not an important goal; 5 = very important goal)rhe
different goals were presented in a mixed ordealso left space for any comments on the
proposed goals, which sometimes brought interestiigrmation about how managers
interpreted and valued the different goals. Q8dedsk there had already been tensions
between certain of these goals.

8.3. Findings

Only 35 leaders (61.4%) filled the grid and ratbé different goals. The following table
presents the relative importafiteof the three types of goals for FTOs’ leadershimmgample.

“"Indeed, in order to treat the ratings equally detbrmine which goals are dominant, it is necessaiyok at
their relative—and not absolute—weight.
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Table 44: Ratings of the three goal types of goals

% of total ratings Economic goals Social goals Pdical goals
Low (10-20%) 27.78% 13.88% 19.44%
Medium (20-30%) 41.66% 55.56% 77.78%
High (30-40%) 30.56% 30.56% 2.78%

The information contained in the table is too setithtoo be interpreted extensively. | can only
point out some general observations:

- The importance given to social goals is generaljyag or superior to the importance
given to the two other goal categories.

- The importance given to political goals is gengraljual or inferior to the importance
given to the two other goal categories (rarely fagd superior).

Let me try to link these ratings with the organmadl forms. | am particularly interested in
determining whether the leaders have rated theigalliand the economic goals differently
according to their category of organisational fdffnBased on a multiple correspondence
analysis, we obtain the following 2D graphical egantation.

Figure 45: Goal ratings and organisational formgaaphical analysis
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The graphical analysis shows a strong oppositidwdsn clusters 2 and 3. Type-2 (business-
form) FTOs are particularly close to both a highréing of the economic goals and a low (0)
rating of the political goals. The results are ¢lyathe opposite for type-3 (volunteer-based
FTOs). The three other clusters seem to have adnsiteation, with medium ratings for both

the economic and the political goals. Nevertheléssse results must be interpreted with

18 As previously mentioned, | do not try to discrimia the FTOs based on the ratings of the sociasiomis
which are very subjective and value-laden.
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caution. Indeed, not only is the response ratérdan 100% of the managers, but, furthermore,
the analysis is not significant. Indeed, the fivgd factors, on which the 2D representation is
based, account for only 43% of the total variarsse (third chapter). It should be noted that
certain individual items of the list of goals areuch more significantly linked to the
organisational form. For instance, the goals of im@akprofit and gaining market shares are
much higher in types 1, 2, and, to a lesser exterthan the 1 and 3 types, which have much
higher ratings for the goals of denouncing unethpractices and influencing international
trading rules. The diverging interpretations ofsthgoals will also be examined further.

9. Activities

9.1. Methodology and descriptive findings

Beyond the goals, it is important to understand tWwHBOs concretely do. Capturing FTOs’

activities thus refers to determining to what ektemMOs are involved in trading, in producer

support, and in education, regulation, and advacBdferent indicators can be mobilised, for

instance, the stated activities (what does the Eh@ounce that it does?), the number of
employees involved in the activities or the peragatof the expenses devoted to the activity. |
tried to include these different elements in theesgiwns. The questions on the activities
(grouped under Q9) were very open. Q9a was: “Pldaseribe what your FTO does (content,
form, timing, resources, people, etc.) in terms emfonomic activity; producer support; and
regulation, education, and advocacy”. Q9b askedh®mpossible evolutions in these activities,
and Q9c, similarly to the previous range of questi@bout the goals, asked for possible
tensions among them. Finally, Q9d asked for sorfernmation about the partnerships with the
producers.

Among these questions, Q9a was the most centralpaovdded a wide range of answers.
Nevertheless, | tried to classify the differentvaess into three common patterns or “levels of
involvement” for each activity. These levels of ahvement are based on several elements that
were often cited in the answers: strategic attantiesources specific to the activity; training
for employees and volunteers; etc. the categonisasi obviously subjective. In the absence of
measurable indicators for all the FTOs, howeveamnsidered it the best way to characterise
the FTOs in the sample on the extent to which thetivities can be related to the three
proposed dimensions.

The three categories of involvement for tleEonomic activity were based on the
characterisation of the market orientation of doeiaterprises, including risk-taking, cost
recovery, efficient deployment of resources, sgiateperations, etc. (Nicholls & Cho, 2006).

- Low: “Little knowledge of the market environmentittle or no new product
development. No clear information on the marging pharticular strategy to
increase the turnover or the profit. Little or maining on economic aspects for
employees or volunteerss’17.54% of the sample
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- Medium: “Limited attention to the market environnef certain focus on turnover,
cost recovery and margin issues. Some trainingconanic aspects for employees
or volunteers.’= 52.63%

- High: “High attention to the market environment.ghliiimpulse to maximise the
turnover; high attention to cost recovery and nraggiCost minimisation strategy.
High level of economic training for employees.29.82%

Many FTOs in the “low” category were volunteer-tchsgnd unable to understand and/or
answer questions on turnover, margins, and marketament. At the other extreme, “high”

category FTOs had explicit tools for collectingdbedata and reacting in an “efficient” way,
even in very small FTOs-I tried indeed to avoiduding a “size” effect.

Similar categories can be distinguished for pwditical activity (education, regulation, and
advocacy):

- Low: “No direct involvement in education, regulatjoand advocacy. No specific
people or resources. Focus on selling FT produstthe best tool to educate and
increase awareness among citizens and corpordtis.79% of the sample

- Medium: “Little direct involvement in education, g@ation, and advocacy. No
specific people; little specific resources. Indir@avolvement through networks.
External campaigns (by NGOs, networks, etc.) occedly relayed. Possible
personal involvement of the manager (e.g., on g btan the shop).= 43.86%

- High: “High involvement. Specific people and resms. Organisation of
campaigns and events to inform and increase awssemnong customers,
corporations, the general public, etc. Lobbyinglaxfal, national or international
public institutions to the extent of the size andgbilities of the FTO.= 40.35%

Again, to avoid size effects, | looked at the ptioigiven to political-formal or informal—
activities rather than at the absolute amount tiviéies.

Finally, for the social activity (producer support), three similar categerwere created.
However, | distinguished FTOs having only a retgjlfunction from those importing directly
from producers, so as not to bias the categorieh@rbasis of incomparable indicators (e.g.
frequency of visits to producers).
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- Low = 3.51% of the sample

=  For importing FTOs: “No direct relationships withoducer groups. Few visits.
No specific people in charge of producer relatigpshNo attempts to reach the
most marginalised producers. No extra-economic @uppitiatives.”

= For retailing only FTOs: “Choice of importers naded on their relationships
with producers. No information on producers in steop. No contact with
producer groups”.

- Medium= 68.42% of the sample

=  For importing FTOs: “Direct relationships with prozer groups and occasional
visits. People or unit partly in charge of produsapport. Some information on
producers on the products or in the shop(s). Intigarticipation in social
projects for the producers.”

=  For retailing only FTOs: “Choice of importers takeso account relationships
with producers. Information on producers availalie the shop. General
knowledge of the situation of producer groups”.

- High=28.07% of the sample

=  For importing FTOs: “Direct, self-initiated relatiships with producer groups.
Personal contacts and regular visits. Specific dioator or unit. Much
information on producers on the products or inghep(s). Self-initiated social
projects.”

=  For retailing only FTOs: “Deliberate choice of immpers targeting marginalised
producer groups. Systematic information on produaar the products and in
the shop. Contacts with producer groups.”

The percentages here are only given as an indicatespite my efforts to try to categorise the
involvement in activities linked to the social dinsgon, such an exercise was too subjective.
Indeed, as already observed in the first chaptbilewhe involvement levels in economic and
political activities were relatively easy to asseisspite obvious limitations—with data and
examples given by the interviewees, the place efsibcial mission is subject to much more
caution (Nicholls & Cho, 2006). First, | perceiveeveral discrepancies between the principles
and the concrete situation when crossing the inftion (in discussions with support NGOs,
networks, etc.). Secondly, the interviews confirndédholls and Cho’s (2006) suggestion that
the evaluation of the social mission is laden wattrmative values, with “best practices”
varying greatly depending upon the interviewee. aist FTOs, regular visits to producers
and personal contacts were a sign of high socialwvement. For other FTOs though, such an
attitude was considered as paternalistic and asdpdess impact on producers than an indirect,
more formal relationship (for instance, through thierface of a labeling organisation). The
same goes for long-term relationships with prodsic&hile most FTOs valued them in any
situation, others were much more cautious and ediout the risk of putting producers in a
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“dependence trap” (Poncelet al, 2005). The definition of these different attitadeom “low”
to “high” would inevitably entail a normative judgmit.

9.2. Activities and organisational form

If, despite the biases, we still try to link thétéa categorisation with the types of organisationa
forms, the results are, anyway, not significdAtDiscourses and activities seem relatively
homogeneous and vary with age and size (the biggetr older the FTO, the more

institutionalised the producer support). There iacim diversity in terms of the types of

producer groups supported (size, legal form, etf.)pre-financing given to the producers
(frequency and amount); of the number of produceugs; of the number of visits per year
etc. But none of these features seems to varyfgignily with the organisational form. We can

thus only keep in mind, in the context of this watthkat there is a diversity of social practices.
Hence, let me try to link the involvement in theotather (economic and political) dimensions
with the type of organisational form, keeping innchithat the levels of involvement express
only the degrees of priorities, but not the meargivgn to these different types of activities.

Regarding economic involvement, diversity appeais ean be linked to some extent to the
organisational form, as the following table shows.

Table 46: Economic activity and organisational fofjp+0.0077)

Type 1 Type 2 Type 3 Type 4 Type 5
Low 0.00 7.14 42.11 14.29 0.00
Medium 63.64 35.71 52.63 57.14 33.33
High 36.36 57.14 5.26 28.57 66.67
100.00 100.00 100.00 100.00 100.00

Business-form and individual FTOs have medium ghHevels of economic activity (rather
high in businesses and medium among individualspu@s also predominantly have a high
level of economic involvement, which may be exptairby the fact that they include one
business-oriented entity. Multi-stakeholder coopreea have heterogeneous levels of
involvement, centred on the “medium” dimension. dlyy volunteer-based FTOs have a
predominantly “low” or “medium” level of economiavolvement. Only a minority has a
“high” level of involvement.

149 Correspondence analyses for categories refletiagnumber of visits per year to the producer gssuand
the “degree of pre-financing” have a p-value mucpesior to 0.05. Moreover, they are only adequate f
importing FTOs.
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Regarding political involvement, FTOs distinguigtemselves more sharply through their
organisational form, as the following table shows.

Table 47: Political activity and organisational for(p=0.0072)

Type 1 Type 2 Type 3 Type 4 Type 5
Low 27.27 28.57 0.00 28.57 0.00
Medium 63.64 57.14 42.11 0.00 33.33
High 9.09 14.29 57.89 71.43 66.67
100.00 100.00 100.00 100.00 100.00

Groups and volunteer-based FTOs have higher |I®fgislitical involvement than other types
of FTOs. Most multi-stakeholder cooperatives alageha high level of political involvement,
but a minority has a low level. Business-form andividual FTOs fall within the margins of
medium-level involvement, with minorities with ancor high level of involvement. This is a
result that should be worth interpreting. Let mevrioy to link the levels of economic and
political activities and the organisational forrhsaugh a multiple correspondence analysis.

Figure 48: Economic and political activities andganisational form: a graphical analysis
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This analysis is different from that applied to taals, in the sense that it shows more nuance.
Volunteer-based FTOs (type 3) still appear to hevew level economic activity. But, from a
political standpoint, they are equidistant to thedimm and high levels. The nuance is even
stronger concerning individual and business-fornOEtypes 1 and 2). While both of these
clusters have a high level of economic activityeithposition in relation to the levels of
political involvement is less clear. This meanst tteere is much heterogeneity in terms of
political activity. Finally, it is difficult to drav conclusions from the analysis of multi-
stakeholder cooperatives and groups.
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In fact, we can summarise the behaviours in terfireconomic and political activities in three
broad patterns:

- Predominance of political over economic activitigge 3 FTOs
- Predominance of economic over political activitiegst types 1 & 2, part of type 4 FTOs
- High importance for both types of activities: typemost type 4, part of type 2 FTOs

9.3. Qualitative insights

As variables such as goals and activities are giifitieult to comprehend at the sample level, it
may be useful to already include some case findthgs may allow me to illustrate and to
expande upon the very general links presented ad®weell as the exceptions to these links.

An example of a nonprofit FTO very involved poldlly is Oxfam-MDM. A large part of the
employees are active either in campaigning and aahug or in training the volunteers who
themselves diffuse the campaigns locally. The |dgah has remained unchanged since its
creation. It is put forward to emphasise Oxfam’snairy goal of being a citizens’ movement,
which differentiates Oxfam from other Belgian FT®ko evolved toward a more business-
oriented form. The recent strategic reflection bgdthe Board® confirmed the importance of
explicitly stating the non-profit-seekingséns but lucrati) mission. Such a mission, however,
does not mean that Oxfam neglects the economic rdiime. The recent hiring of a sales
manager and of two successive general directots aviitronger commercial expertise than the
preivous one, and the implementation of new rulesincrease the level of economic
responsibility of the worldshops (i.e., through coomication regarding their turnover and the
closing of poorly performing shops) reveals a pesgively stronger focus on the economic
dimension. Nevertheless, the volunteer-based, wodibdorm locks in a certain way the
fundamental importance of the socio-political pobji this organisation—or “movement”, as it
calls itself.

Volunteer-based cooperatives such as Il Fiore laeeery involved politically while having a
low degree of economic focus. Il Fiore presentslfitas a crossing point where people can
exchange their ideas about how to make trade—amdvtiole world—fairer. Il Fiore rejects
products labeled by Transfair because of theirgmes in supermarkets and the absence of a
guarantee regarding a personal relationship wighpitoducers. The FTO also participates in
boycotting campaigns, for instance, against CocaCo

In the groups, the hybrid structure seems to cteaflect respective foci on the economic and
on the socio-political dimensions. The nonprofities of Oxfam-WW, MMH, People Tree,
Traidcraft, or Soli'gren all specifically target@al and political action. In these groups, the
cooperative or business entities have a much stroecpnomic orientation, as they leave the
political and social dimensions to their nonprddister organisations. Nevertheless, their
commercial activity generally remains under a ¢ertantrol by the latter, through a majority

130 |hternal documents elaborated in 2007 and 2008.
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of shares reserved to the nonprofit (e.g., Oxfam-WMMH) or through the presence of
volunteers, among other stakeholders, in the gavee structures (e.g., Pangea-NT).

Most multi-stakeholder cooperatives, for instartbe, social cooperatives in Italy, combine a
high level of political involvement with a mediunn bigh level of economic activity. A good
example is Pangea-NT, which runs education andyiafgbcampaigns on a regular basis,
together with other CTM members. One of Pangeasagers is also the general secretary of
Agices and is very involved in work on an lItaliah Bw. Simultaneously, Pangea has received
the exclusive right to negotiate the distribution@IM products in Roman supermarkets,
thereby developing expertise in the commercialvagti FTOs such as Equo% and Mondo
Solidale also seem to combine high levels of ingolent in both dimensions.

Concerning FTOs with a classical business formir teeonomic involvement is generally
higher than other types of FTOs—there are no conégamples in the sample. However, while
the political focus is generally lower if not abgethere are some interesting exceptions. One
of them is Saldac, as previously mentioned in tle®ipus chapter. Saldac was created in 2000
as a nonprofit organisation (“association”) andngead in 2002 to a business form (“société
anonyme”). The main reasons for the change weesaedfor coherence due to the increasing
significance of the economic dimension and the neeadvest capital in the project. It is a fact
that Saldac reinforced its economic focus simubbaséy with its change in legal form. But this
does not mean that the political project disappkare

Finally, individual FTOs in the sample (Esprit Eq®&atya, Vino Mundo, etc.) are generally
more focused more on the economic than on theigalliside, despite a possible adhesion to
the other FTOs’ and the wider movement’s missiohsegulation, education, and advocacy.
Equomondo’s manager confirms:

The first thing we have to keep in mind is to eaufficiently to be able to live.
Contrarily to other FTOs’ managers, | have no certg about how much I'll have at
the end of the month, if anything, and generally much lower than any worker or
employee, let alone manager! Of course, I'm inte@$n the political goals of FT. | try
to participate at my level, in my shop. But | catidpend resources or too much time
on this. The same goes for producers: I'd like dctlgere [to Latin America] and learn
more about them. But in the current situation I’tan

It appears that individual FTOs such as Equomomearere focused on the economic than on
the political dimension, not because they are ntdrésted in it, but rather due to the severe
scarcity of resources and time inherent in theuagion. | will come back on this observation
in the next chapter.
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9.4. Goals and activities

The following table shows how the list of goals dam intuitively translated into a list of
corresponding activities.

Table 49: Goals and activities

Dimension Goals Activities
To support small-scale and/pintegration or reinforcement of criteria for the
marginalised producer groups selection of partner organisations; follow-up
Social To empower prodl_J(_:er groups ah@rganisation of training or knowledge-sharing
increase their capacities for the partner producers
To reach the wider community behindPayment of a “Fair Trade premium” to fund
producers local projects of general interest; follow-up
To gain market shares Advertising, development tohetive product
ranges, etc.
Economic To increase consumer satisfaction Developmenttadciive distribution channels
and product ranges
To generate profits Control of prices and costgpine securing
and diversification, etc.
To change international trading rulegdvocacy and rule-making
and to support FT
Political To v_vatch and den.ounce unethi¢alampaigning and advocacy
practices by corporations
To encourage consumers toward mpf@ampaigning
ethical buying behaviour

Obviously, certain activities may simultaneouslgpend to different types of goals. Typically,
the sale of a FT product, for instance, in a wdrgls entails an economic dimension (the good
was bought from the producer and is sold to thesgorer at a certain price covering its cost), a
social dimension (the good is sold or bought with goal or hope that it will contribute to
improving the situation of the producer) and a @l dimension (the sale of the good is
contributing to the consumer’s and/or the FTO’s engtobal political project to change
international trading rules in favour of small-segroducers in the South).

To determine the consistency between goals anditaedi it is useful to explore how the goals
rated by the managers, and the categories of iewmdwnt in which their FTO is situated, are
linked to each other. This can be done through lermoprrespondence analysis. The first link |
try to establish is between the importance giversdoial goals and the category of social
involvement. As expected, the relationship is nignhificant (p=0.3), which confirms the
inadequacy of the categorisation of both the sagialls and the producer support activities.
More surprising is that the link between economaalg and economic activities is not
significant either (p=0.18). The only link thatsgnificant is the one between political goals
and political activities (p=0.048).

When examining the ratings of the goals individgallwo relationships appear clearly
significant concerning the economic and the palltdimensions:
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- The importance given by managers to “making prdfiffers significantly with the
category of economic involvement to which their Flii€ongs (p=0.05)

- The importance given by managers to “pushing gavents to change international
trading rules and to support FT” differs signifitlgnwith the category of political
involvement to which their FTO belongs (p=0.043)

In my view, the problem lies more in the measurd aggregation of goals than in the
categories of activities for these two dimensidndeed, the biases in the formulation of and
the answers to the goal questions are numerousertiieless, what | can retain in terms of
goals is the qualitative comments given by certdithese leaders. While goals and activities
cannot be considered as substitutes, | believe ehery that the categories of activities do
reflect to a large extent which types of goalsglobally pursued by the organisation. But this
suggestion cannot be confirmed empirically.

10. Activities, resources, and leaders’ profiles

The activities, goals, resources and leaders’ lpofian be interpreted through the spectrum of
the economic, social and political dimensions of. HT other words, these organisational
variables may be decomposed into economic, scaml, political components, which locate
the FTOs in a particular way regarding these tltiegensions. Therefore, we may expect a
certain correlation among them. Leaving the goad&lea for the previously mentioned
methodological reasons, let me run a multiple spoadence analysis including the three
remaining variables and the organisational form.

Figure 50: Dimensions and organisational forms:ragghical analysis

Multiple correspondence analysis: 2D graphical projection
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This exercise entails several limitations. Fireg two dimensions on which this 2D graphical
projection is based only account for 44% of thaltatertia or variance of the model. Second,
the inclusion of four variables with each thredit® modalities makes it difficult to interpret
the respective locations and distances on the diglihe graphical analysis only aims to
provide a global picture that completes the oneetched at the end of the last chapter.

The individual and manager-owned businesses (typmsd 2) are located quite close to each
other. They are also close to the 100% sales nigdalithe resource mix, to the “business”
and—more surprisingly—“developer” leaders’ profilesd to the predominance of economic
activities. The combination of economic and pddititoci, however, is not very far away. We
may thus say that while all these FTOs use madgziurces and mechanisms, their goals and
activities are not necessarily restricted to thenemic sphere. As the previous section has
shown, there is even a minority of businessesishatry involved politically.

The volunteer-based FTOs (type 3) are quite diffiefeom this model. They rely partly on
non-commercial resources, they are led by peoplle rather activist profiles, and their goals
and activities are predominantly socio-politicahi§ does not mean that the economic activity
Is not developed, but rather that it is a side disnen compared to the socio-political one.

Multi-stakeholder cooperatives (type 4) seem latatebetween these two positions. While, as
we have seen, their resources are exclusively coamahetheir leaders’ profiles are mixed, as
well as their goals and activities. They tend, hesveto be located closer to the combined
pursuit of the two types of dimensions. Group dtres are even closer to the combination of
high economic and political levels. They are atfaser to the “lower” levels of commercial
resources. But they have a mixed position in tesfrisaders’ profiles. We would thus consider
types 4 and 5 as intermediate types of FTOs.

This analysis remains quite static and does nowghe organisational trajectories. We should
thus view these three broad families as distinckgeounds of FTOs against which the latter
may evolve, and not as distinct categories thaudehomogeneous FTOs.

Synergies and tensions

A common view is that the activities, goals andotgses mobilised in the context of FT
simultaneously serve several dimensions and compmach other. As we have seen, the
synergy between economic, social, and political en fact at the basis of the FT idea. The
promoters of FT mainstreaming are in line with thswy when they claim that selling more FT
products (economic activity) automatically benefifse producers (social goal). More
politically involved FT operators also rely on taesumption that campaigning and lobbying
(political activity) is a tool for obtaining bett@pportunities for small-scale producers. This
was clearly observed in the answers to the Q8d8wquestions specifically concerning these
potential tensions. Indeed, in both types of FTis,social aim was used to justify economic
or political dynamics, confirming Davies and Cramg003) observation in the case of Divine
Chocolate. Reverse relationships, although rareiyned explicitly, can certainly be observed
as well. In many cases, the social aim was a stitoufor the economic development of the FT
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operator—either mainstream businesses or FTOslaBiynithe partnership with producers can
be “used” to carry a political cause. Even withmgtrumental intent, the social dimension is
rarely the only final end: it coexists with econorand political goals.

The common view considers that FT allows its omesato contribute to the different goals
simultaneously, even when specialising in one @nthThis is in line with much of the
literature on social enterprise, underlining thenptementarities between the social mission
and the economic activity. For instance, Auséin al. (2006) suggest that[tthe social
dimensions and the business dimensions [...] meistligned with each other. The closer the
alignment, the greater the potential for joint valareatiori (177). Alter (2006) sees FTOs as
being embedded, program-based social enterpriseshioh “high compatibility between
business and social mission exXistgith the possibility of ‘@accomplishing mission goals while
simultaneously increasing financial self-sufficighd207). This is even truer since the
emergence of FT labeling: labels are supposed turenthat the sale of FT products
automatically benefits the producers. More gengrétlle different trends in the FT movement,
from the more business-minded to the more politicate sometimes presented as
complementary (Nicholls, forthcoming).

The multiple goals of FT entail elements that nteywever, contradict each other so that it is
impossible to combine them in a synergetic way £[Madregal, 2007). There may be tensions,
for instance, between the goal of reaching mariged! producers and certain economic
imperatives (export capacities, high-quality praduetc.). The economic imperative of selling
FT products may contradict certain political airfts,instance, when FTOs hesitate to criticise
corporations with whom they have a commercial m@heship. And the exclusive aim of
supporting specific producers may be pursued atetpense of other social groups (other
producers in the region, producers in the Northrkers involved along the supply chain, etc.).
While many authors mention tensions throughouttieeement (e.g., Schimperli Younossian,
2006), few have examined how these tensions acepatentially present within each FTO.
Such issue of tensions between the dimensiondwidxamined as a transversal concern in the
following chapters, especially in the last one.

Conclusion

This chapter has highlighted a number of variablest seem to be linked with the
organisational form. Among the basic variables,ntoy age, and size seem to play a role. For
instance, while younger FTOs have mainly entrepraakforms, older FTOs have more often
started out as nonprofit and volunteer-based F1¥0s)e of them have evolved into more
complex, multi-stakeholder structures. There ase atrong differences among the countries.
Finally, 1 have particularly observed a divide beém volunteer-based FTOs, which are more
activist and focus rather on the socio-politicahdnsion of FT, and individual and business-
form FTOs, which focus rather on the economic dis@m-despite a notable number of
exceptions to this second link. Multi-stakeholdeoeratives and groups, although they do not
constitute homogeneous categories, seem to beetbcathe middle of this divide, combining
high levels of involvement in the economic and focdl dimensions. Both neo-institutional
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approaches will now allow me to give meaning tcstheelationships, shedding light on their
causality but also on the exceptions to the “rules”
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Chapter 6 — An economic neo-institutional view onrmganisational diversity

The contractual or economic new institutional apgtooffers a first possible explanation of

the diversity of FTOs’ organisational forms. Théfetent types of organisational forms are as
many institutional arrangements that allow for spaion costs that would have been endured
through a market solution, while simultaneouslyidi too high ownership costs. In other

words, the organisational form should represergficient balance between the internalisation
of operations that would be too costly to conduubugh the market, and the costs of
managing such an internalisation through owner&iiyen” to particular stakeholders.

As previously analysed, FT is an interesting cals@a complex, multidimensional activity,
which offers the possibility to produce variousagmf economigoods Certain of these goods
induce information asymmetries and thus open the ttw opportunistic behaviour—both ex-
ante (adverse selection) and ex-post (moral haZatd®rlof, 1970; Williamson, 1985). FTOs
will thus need to adopt devicaster alia through their organisational form—which allow for
the avoidance of opportunism, at a low cost. Falhgwa contractual reasoning, if there is a
diversity of organisational forms in the FT sectibris probably because FTOs face different
configurations of transactions due to the productd diverse combinations of goods as well
as to the presence of different types of stakehsldetheir foundation.

The first section aims to distinguish how the difet dimensions linked to FT can be
expressed in terms of economic goods. The follovsecgtions are articulated across two key
elements of the organisational form: the legal fand the governance structures. Certain
elements concerning the architecture are alsodedun these two sections—for instance, when
I will examine the contractual rationale to grodpustures. Both sections seek to interpret the
observed relationships between variables such @s god activities, as well as resources, and
the organisational form. The arguments stem frorth ligpes of transaction costs—costs of
market contracting and costs of ownership. Finapgcial attention is devoted to the costs of
including customers and producers in the governastugtures—a practice that is not yet
widespread among FTOs.

1. FT decomposed into three types of goods

Much in the way that | have decomposed the FT qanicethe first chapter, it is possible to
decompose the FT product from an economic poinwielv, seeing it as a “bundle of
characteristics” similarly to the analyses of Dalay2003), Becchetti & Rosati (2005), or
Balineau and Dufeu (forthcoming). This will allowento characterise the three dimensions of
FT in terms of the types of goods offered throudh F

Let me take a FT product (a banana, a bottle oéwarpiece of handicraft etc.). The first thing
we see in a FT product is not the fact that theddoms been produced under “fair” conditions:
we first see a banana, a bottle of wine or a peddeandicraft. This constitutes the “physical’,
“material” or “observable” part of the FT good. Waiut a label, brand or explanation, we
cannot distinguish a FT good from any other typegobd. Not taking into account the
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conditions of production is in fact characteristar the vast majority of goods traded in
mainstream channels. Thus, we can assume thateithad to ignore the conditions of
production and exchange under the FT criteria, veailel fall back into the logic of pure
economic trading. The material characteristic & BT product can thus be considered as a
classical private good Similarly to any consumption item, the product iils physical
dimension is produced by growers or craftsmen—ib@sause we first think of the material
good that we call them “producers”™in the Southd inanced and consumed by consumers in
the North—who, for instance, eat the banana fockvthey have paid.

Particular to FT, however, is the fact that the dsbons under which the good has been
produced matter quite a lot. The consumers do ogtdnly a banana: they also buy the
guarantee that the producer has received a faiy ideuding a fair price and other advantages
(pre-financing, a long-term relationship with FTQd¢.). Nevertheless, such a guarantee is
only the word of the organisation: the consumemoawerify, or at least not at a reasonable
cost, whether the organisation selling the prothast really implemented what it claims. There
Is thus an important information asymmetry reqgrinrst between the agents. If we had to
isolate only the promise of giving a fairer dealproducers in the South, we could thus easily
define it as darust good A trust good is characterised by an informatisgnametry between
the buyer and the provider, which disables the bfiyan assessing the quality of the good
(Milgrom & Roberts, 1992). The FT market gives gksatg illustration of such information
asymmetry, much as | described the case of dorawsrtl a development NGO in the
theoretical chapter. Indeed, also in the case oftRd beneficiaries of the trust dimension of
producer support (the producers in the South)@satéd far from the ones who finance it (the
consumers in the Northj' Hence, even in the case of regular purchisthe FT consumers
are unable to directly verify whether their purahasll benefit the producers as claimed by the
seller—the FTO.

Producer support, however, is not the only immateriement that consumers may find when
buying FT products. Consumers may also subscribeh® project of making global
international trade fairer. Indeed, it is not oalyout buying a particular product and thereby
supporting the particular producers who stand lkftininitial FT experiences have scaled up
and formalised producer support through a broaelgulatory framework. This framework can
be seen as a “product” in itself, which is not mted only to rule over the trading exchanges in
FT, but also to serve as an example toward maarstreading practices. Therefore, the
activities of lobbying governments and mainstreanaltimationals, as well as educating
consumers to include ethical considerations inrtgeneral buying behaviour, are also part of

311t is worth noting that consumers (and not justdoicers) are also indirect beneficiaries of produstgport
(Becchetti & Huybrechts, 2008). Recent theoretadvances in experimental economics have documehégd
fairness and inequity aversion play an importaté i consumer preferences. Consumers with sudengreces
buy FT products not for pure altruism but alsoats$y their specific preferences (Fehr & Schmifi99; 2002;
Sobel, 2005)

%2 The complexity of the information asymmetry in pioducts is that the social dimension of producgpsrt
does not correspond to an “experience good”. lerotivords, while many dimensions of informationragyetries
about product quality may be overcome by purchagk taste, repeated purchase of FT products careipt h
consumers to verify the truthfulness of the FTCarding the ethical dimension of the products.
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the “FT bundle” bought by the consumer (BecchettR&sati, 2005). Of course, this third,

political aspect of the FT good may be more or f[@&sent according to the type of provider
and consumer involved in the buying process. Faaaivist consumer buying in a worldshop,

the issues of regulation, education, and advoceeymbably much more present than for an
ethically-minded consumer in a supermarket (Bedcl&etHuybrechts, 2008). Nevertheless,

this can be considered as a third element that osegthe “FT bundle”.

The dimensions of regulation, education, and loidpyian be described agcuasi-) public or
collective good As previously mentioned, a public good is definad non-rival-the
consumption by an agent does not diminish the abiglquantities for other agents—and non-
excludable—it is impossible to exclude an agenmnftbe consumption of the good (Samuelson,
1954). Public awareness toward more sustainablsucoer habits and the setting up of new
rules for commercial exchange are two elements t@atnot be divided into separate
consumption units (non-excludability) and for whitls impossible to exclude consumers by
charging high prices (non-rivalry). Indeed, it iarth to imagine, for instance, campaigns to
make trade fairer that would be inaccessible ttagecitizens.

In my view, a FT product is thus a complex bundbnposed of private, public, and trust
goods. Other authors who have tried to characténsenature of FT goods tend to suggest a
similar conclusion (see for instance Balineau & @&uf forthcoming). More generally,
Bacchiega and Borzaga (2001) highlight the abuitysocial enterprises to produce multiple
types of goods, which translates into a wide ranfdegal forms. The following table
summarises the producers, the beneficiaries, antirthncers of the three types of goods that |
identify in FT.

Table 51: The dimensions of Fair Trade interprateterms of economic goods

Dimension In the FT bundle Producers Main Nature
Beneficiaries
Economic—Trade | Material good Producers (South)Consumers Private good
(North)

Social-Producer | “Fair” North and South | Producers (South)| Trust good
support characteristic organisations
Political— Political project FTOs (North) Consumers,
Education Labelers producers, Public aood
Political— Producers (South) collectivity 9
Regulation Stakeholders

The assumption of the contractual approach is tti@tature of the produced goods and the
resources required for such production constitatesajor explanation for the differences in
organisational forms (Anheier, 2005; Ben-Ner, 20&&n-Ner & Van Hoomissen, 1991,
Handy, 1997). Let me now try to interpret the linkghlighted in the previous chapter
between, on the one hand, the goals, activitied, rasources, and, on the other hand, the
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organisational form. To sharpen the analysis, tirdisish the arguments regarding the legal
form and those relating to the governance models.

1. Legal form

As previously mentioned, the legal form, particlylaas seen through the lens of ownership
configuratiort®®, is a central focal point in the economic neoiintibnal approach. For neo-
institutional economists, who tend to view the fiama “nexus of contracts?, the legal form
corresponds to the legal expression of ownershidigaration and as the matrix in which
contracts may be bounded (Alchian & Demsetz, 1€tse, 1937; Williamson, 1979). Let me
see how the contractual arguments about the legad fmnay help to understand the links
established in the previous chapter. | structure #éingumentation through a number of
guestions based on the field observation (see quewthapter), particularly on the successive
emergence/adoption of legal forms more or lessetjolinked to particular combinations of
economic, social, and political activities.

1.1. Why have many pioneer FTOs emerged as nonprofits Wi a high level of
socio-political involvement?

Nonprofit organisations are characterised by then=distribution constraint”, i.e., the
prohibition to distribute net earnings (after taxesl expenses) to any “residual claimatit”
(Hansmann, 1980). The people in charge of the agaon, who sit on the Board, have the
residual control right (the ultimate decision-makipower) but cannot sell this right nor claim
any right on the assets of the organisation (Gla@@®3; Hansmann, 1980). Thus, there is no
owner with complete property rights (both the rggbh control and on residual income).

The arguments of this section are inspired by & tizeoretical body around nonprofit

organisations. The emergence factors of nonpraofifamisations have been studied on two
different sides: the demand-side and the supplg-@8#n-Ner & Gui, 2000; Steinberg, 2006).

In fact, the arguments on the demand-side canrbedi to the notion of “costs of market

contracting” (Hansmann, 1996). In brief, as we wdk, the emergence of the nonprofit form is
explained through its ability to overcome the feel of both the market and the state to
produce trust and collective goods—such as thadeded in the FT bundle—at a low cost. The
arguments on the supply-side consider the proéites the motivations behind the creation of
nonprofit organisations, which may include, at tepartly, arguments in terms of costs of
ownership.

133 1n the contractual approach, the legal form cqoesls to the legal expression of the economic notib
ownership configuration. | will keep to the ternedlal form” in this section, although most authonsted refer
to ownership configurations.

134 As we have seen in the theoretical chapter, thersecontractual school of thought, largely centesund
transaction cost theory, has a more complex anttd'@ontractual” view on organisations that takes iaccount
bounded rationality and the incompleteness of caisr

155 A category of stakeholders who have the rightléine the profits of the organisation (Milgrom & Rets,
1992).
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Costs of market contracting

First, in the presence of trust goods, the adoptibthe nonprofit form makes it possible to
overcome the market failures such as informatigmasetry. We have seen that FT offers an
example of information asymmetry because the beiaeyfi of the trust good (the producer in
the South) is different from the purchaser of thadd (the consumer in the North) and because
the former is unable to systematically inform ta#dr about the effectiveness and the quality
of the support provided by the FTO—in the firstgaldhe respect of the FT criteria.

Such an asymmetry could easily be exploited iffitme had a profit-maximising goal: the firm
would then simply reduce the quality of the good amcrease its profit. Witnessing such a
reduction of quality, consumers would cease to bty products and the market would
collapse, as Akerlof (1970) described concerningpsd-hand cars. This is why economists
interested in nonprofit organisations justify thaseence of such organisations by suggesting
that their non-distribution constraint strongly weds their likelihood of exploiting the
information asymmetry. The non-distribution constravould thus act as a trust signal toward
the purchaser. As Hansmann (1980: 844) stathe: ddvantage of a nonprofit producer is that
[in case of a contract failure] the discipline dig market is supplemented by an additional
protection given to the consumer by another, broatmntract’, the organization’'s
commitment to devote its entire earnings to thelpection of services

This argument finds a perfect illustration in thase of the FT purchase: given that the
consumers in the North cannot immediately verifyether the principles claimed by the FT
operator are fully enforced, they will ask for gaiatees from the firm when purchasing the
product. The non-distribution constraint can prelgidulfill the role of a trust signal, at least

ensuring the consumers that the additional priaettiey pay for a good of FT quality will not

be appropriated expilcititly by any stakeholder.

One could object that the nonprofit organisatiomghmhistill act in an opportunistic way, for
example by using the FT price differential for nags the salaries of the managers. This
phenomenon is called “implicit distribution”, aspmsed to explicit distribution of the surplus
to the shareholders (e.g., Gui, 1991). This is wionprofits generally add other trust
guarantees in order to secure their social mis€)me. of these guarantees is the involvement of
different trust-giving stakeholders (e.g., donand a&olunteers) in the governance structures, as
we will see further.

Other criticism has been directed toward the assiomphat nonprofit organisations are
necessarily more trustworthy. For instance, thsuagption supposes that the customers or
funders of these organisations are aware of ansitesento the legal form, which is probably
not always the case in practice. Moreover, thet{giwsng character of the non-distribution
constraint may be reduced when other trust sigm@groposed, such as public recognition or
a label. This explains the fact that most FTOs teckan the 1970s and 1980s (before the
creation of the label) adopted a nonprofit formthe absence of an external guarantee of the
FTOs’ trustworthiness in a context of informatiosymmetry, the nonprofit form, generally
coupled with control by volunteers, was among tlustefficient arrangements to engage a FT
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activity. As the data show, it is particularly afthe early 1990s—which corresponds to the
emergence of labeling—that organisational diveraityong FTOs has particularly increased.
The emergence of labeling, however, has not suppdethe assets of the nonprofit form.
Indeed, while labeling appeared as an efficienutsm for entrepreneurs or businesses, it
represented an additional cost for nonprofit FTOsis was clearly confirmed in the field
study. Several leaders of pioneer FTOs told me ttatlabel was not absolutely necessary,
even in mainstream channels (for instance, conogr@ixfam in Belgium, the brand of which
is still more famous than the Max Havelaar labét).such a case, having a label on the
products was rather a way to promote the global rkdvement and to maintain good
relationships with Max Havelaar, not so much a oo for convincing the consumers.

But it is not only for the trust dimension of FTaththe adoption—and maintaining—of the
nonprofit form is a cost-minimising solution. Indkea large part of the justification of this
form derives from its adequacy in the productiompulblic goods. Contractual authors consider
that these goods cannot be provided by for-prafihjganies due to the problem of free-riding.
Indeed, as we have seen in the theoretical chaguerto the non-excludable nature of public
goods, consumers can benefit from them withoutrgafar it or only at a lower rate than what
they would be prepared to pay. Therefore, a fofdpfiom will not be able to cover its costs
and will thus be reluctant to produce such goods.aAresult, the demand will not be met
(problem of “sub-optimal provision”).

This is why it is traditionally the government thatoduces public goods (e.g., defense and
education,). However, governmental action is camstd due to the “median voter” problem.
According to the public choice school (e.g., Boyh@98), when defining the optimal quantity
of public good produced, the state chooses thetiqygmeferred by the median voter. Thus,
two categories of people necessarily remain urigatisthose who would prefer less public
good and those who would prefer more. For therlatie additional quantity of desired public
good can be obtained through a nonprofit orgameat{(Weisbrod, 1975). Nonprofit
organisations are assumed to be better able tocawer the free-riding problem because
consumers are more likely to reveal their prefeesnto a firm with a lesser likelihood of
opportunism. Moreover, nonprofit organisations alde to raise specific, non-commercial
resources that allow them to cover the costs ofiyimg public goods, e.g., donations, public
grants, and voluntary work (Kingma, 1997; Weisbrb@75).

The political dimension of FT, corresponding to fireduction of a public good, fits well to
this explanation. It can be assumed that the pullithorities—in a broad sense, i.e.,
supranational authorities such as the EuropeanriJaa the World Trade Organisation—have
chosen a medium level of regulation for internagioimade that leaves a whole portion of the
population unsatisfied. A certain number of citizemould indeed prefer more regulation, for
instance, concerning the prices paid to small-ggadducers in the South. One of the solutions
for these consumers is to support a nonprofit pfinaposes a stronger regulation framework.
Such support may take the form of gifts or, morernestingly, as FT allows, through the
purchase of a product traded under such a strdregaework.
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The latter example of unsatisfied consumers shbatsthe supply of goods through a nonprofit
structure may come from the demand itself. Indedwgn there are demanding stakeholders
who do not find an existing provider for the godey expect, an interesting solution is to
become themselves involved in the creation of aprafit organisation (Ben-Ner & Van
Hoomissen, 1991). The interviews with a number ioheer FT entrepreneurs confirm that
they were precisely the ones who were initiallgrested, as consumers, in buying fairly traded
goods, but could not have their demand satisfittteeiby the state (because of the median
voter problem) or by for-profit companies (becawa$dhe risks of opportunism). Following
such an approach, we can consider that the creatiamnonprofit organisation allowed these
potential consumers to satisfy their demand whdeging the control on the fair nature of the
demanded good. This is another reason for the maopf the nonprofit form by pioneers
involved in the creation of a new regulatory franoekv But the assets in terms of public goods
production also explain why, in the presence ofeptforms of FTOs, nonprofits seem to
specialise even more in regulation, education, abcacy. An extreme example is that of
Oxfam UK, which totally ceased the trading activityfocus on education and advocacy. It
seems clear that the current proportion of nonp#efiOs, which, although it is decreasing,
remains substantial, is due to their ability todbt the political agenda of FT.

It must be noted, though, that nonprofits are nwable to provide private goods. This is
important because the sole institutional assetsafprofits in terms of trust and public

dimensions would not have been sufficient to engagie FT activity. Indeed, the mainly

nonprofit pioneer FTOs managed to organise supmdydstribution chains, to gain customers,
and to organise a “niche” with such a success tth&yg revealed an economic potential and
attracted mainstream companies and new businédsisss why nonprofit FTOs can easily be

considered as social enterprises that have denatedtinnovation and risk-taking. From a
contractual standpoint, this is also an exampléefstrength of nonprofits as incumbents of
newly created markets in which the private gooddpotion is one among other elements
(Bacchiega & Borzaga, 2001; Hansmann, 1988; 1996).

While we find a number of nonprofit FTOs that hdween successful in their commercial
development (e.g., Fair Trade Original in Belgium)s a fact that most of them, as we have
seen in the previous chapter, have a limited tuenoeven when including subsidies and
donations. There seems to be a threshold over wiickt nonprofits cannot pass without
changing their organisational form. Such econonhistacles are part of what Salamon (1987)
describes as “voluntary failures”. One of themhis inability to raise capital. On the one hand,
the fact that nonprofits do not need to raise eap#t a central reason for which groups of
people wishing to create an FTO but lacking finahgieans have preferred the nonprofit form.
This may explain why the nonprofit form is only ated by a minority of new FTOs.
However, what appeared as a less costly solutidheatime of creation has often presented
disadvantages with the growth of FTOs. Indeed,téchicapital often did not allow wide-scale
commercial expansion. The relationship betweenl llEgen and types of goods produced can
thus be read in two directions: FTOs chose the raditform as the most suited to produce the
trust and public elements of the FT bundle, buthi& meantime the nonprofit form precisely
disabled them from giving a central place to theneenic activity. Nonprofit FTOs suffer in
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fact from high costs of market contracting conaegniheir financial inputs (bank loans with
high interest rates). This is why, in the case aleaire for commercial expansion, nonprofit
FTOs have a strong incentive in “giving” ownerstopstakeholders who have access to capital.
This is a fundamental reason behind the evolutfanast “successful” pioneer nonprofit FTOs
toward forms with more explicit ownership (suchcasperatives or group structures).

Costs of ownership

From a contractual perspective, people create wdih@rganisations not only because of the
opportunity to meet demands that are not met elllgghe market or by the state, but also to
satisfy their own preference for the nonprofit forivhis is why several authors suggest that
nonprofits are often created by idealistic entrepues (James, 1990; Rose-Ackerman, 1987).
However, the creation and the management of a nfihprganisation also entail costs. These
costs are likely to be high because there are efipiion, several founders, and because these
founders are not the owners in the full sense eftéhm: they may have the ultimate decision-
making rights but they have no right on the assétthe organisation, which reduces their
incentives in monitoring the efficiency of its mgeanent and functioning. As there are no true
owners, nonprofits represent the “ultimate” in terof separation between ownership and
control (Hansmann, 1996:238). This might inducehhapency costs. Hansmann suggests,
however, that the “value congruence” among peopleh® Board and in the management
make such costs not necessarily higher than irr ¢yppes of organisations, thereby easing the
adoption of the nonprofit form. Moreover, the cast@gency across the organisation are likely
to be even lower if we consider that the employa@smore motivated to contribute to the
social mission, as certain authors have suggesteddnprofit FTOs (Diaz Pedregal, 2006),
and, more generally, social enterprises (BacchteBarzaga, 2001).

Costs of collective decision-making are assumedhtoease with the heterogeneity of the
decision-makers. Certain authors have thus sugbebt the nonprofit form allowed the
reduction of these costs by increasing homogentitpugh a common ideal and atrong
belief about the proper way to provide a particulservicé (Rose-Ackerman, 1996:719).
Nonprofits are thus more likely to appear in cotgeix which the founders are mobilised
around a common ideal (James, 1990; Rose-Ackerb®®7,). In the case of FT, when we look
at the history of the nonprofit pioneers, it clgaappears that the common goal of helping
small-scale producers in the South was so predamitieat the founders did not imagine
adopting an organisational form that would havevedid, even theoretically, the generation of
profits for themselves. Moreover, the ideal wasmfembedded in a broader ideology or
religion favourable to the selfless promotion amharetisation of FT (see for instance, the
Christian roots of Traidcraft and ADM). Finally,emonprofit form served as a guarantee to all
the supporters (customers, volunteers, donors) ttat the social mission was really the
primary goal pursued (Rose-Ackerman, 1987).

Conclusion

In conclusion, the emergence of pioneer FTOs apnadib organisations highly involved in the
socio-political dimensions can be explained by t(igir ability to produce trust and public
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goods at a much lower cost than for-profit compsraad public authorities, and by (2) the

reasonable costs of ownership due to the absencoirements in terms of capital, and the
often observed common ideal among the foundergaagul to reduce heterogeneity and thus
ease decision-making. But the analysis must bengiveince by the fact that all pioneer FTOs
and all politically involved FTOs are not necedyamonprofits.

1.2. Why has the cooperative form be preferred for a higer economic focus?

As we have seen in the first chapter, there areynw@mvergences between FT and the
cooperative movement; it is thus logical that tleoperative form has been chosen by a
number of FTOs (Crowell & Reed, 2009; Develtere &ll€, 2005). It can be FTOs having
chosen the cooperative form from the beginning, nonprofits that have evolved as
cooperatives (or groups including a cooperativaygntThe latter two organisational changes
have been particularly observed in Italy (from narfip to social cooperative) and in Belgium
(from nonprofit to group structure). As the samfpitelings have shown, cooperative FTOs
seem more balanced than nonprofits in terms oflwaoent in the economic and political
dimensions of FT, with certain cooperatives comimnhigh levels of involvement in both
dimensions. Moreover, cooperative FTOs have higiteportions of commercial resources
than nonprofit FTOs. Which economic neo-instituibarguments could explain the evolution
towards the cooperative form? What are the as$etsah form in the production of private,
public, and trust goods?

Costs of market contracting

As previously mentioned, the most common econosasan for the existence of cooperatives
iIs market configuration (Hansmann, 1996; 1999). hwstance, in agricultural markets

characterised by a monopsonistic situation, thataidigh number of providers for a low

number of purchasers, farmers have an interestnstituting a cooperative that will buy their

production at a higher price than market purchas&gch rationale is very useful for

understanding why FT producers in the South hawaimgd themselves into cooperatives
(Becchetti & Huybrechts, 2008; Hayes, 2006; Nichd&llOpal, 2005).

If, on the contrary, the market is characterisedabynonopoly, that is, a high number of
purchasers for a low number of sellers, consummeng be attracted by the cooperative form in
order to obtain lower prices through joint purclsageéonsumer cooperatives in Europe have
emerged for that reason. In the case of FTOs, hemyévis exactly the opposite: consumers
want to pay higher prices than market standardsrder to contribute to the development of
producers in the South. Thus, the factors influegpche emergence of FT cooperatives in the
North seem quite different from those of traditibeaoperatives. In contrast to traditional
cooperatives, cooperative FTOs aim at providing@dvantage to external stakeholder groups
(the producers in the South) and not—or not onlyktamselves. FT cooperatives can thus be
qualified as “general interest” organisations, sthating a growing trend in the cooperative
world to evolve away from the exclusively “mutualterest” tradition (Develtere & Pollet,
2005; Monnier & Thiry, 1997; Tadros & Malo, 2002).
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If not market configuration, what could be the FT@ssons for adopting (or evoloving to) the
cooperative form? Contractual authors point atllegd fiscal reasons such as tax exemptions
(Hansmann, 1996). But, in the sample, FTOs orgdrasecooperatives do not seem to benefit
from fiscal or other legal preferences (see nexptdr). In my view, the adoption of the
cooperative form by FTOs can be interpreted thromgimy of the arguments used to explain
the adoption of the nonprofit form. Indeed, certairthors have suggested that the contractual
assets of nonprofit organisations are shared tertain extent by cooperatives that are driven
by the “cooperative ideal” (i.e., the ideologicaingiples of the cooperative movement, as
promoted by the International Cooperative Allian&)ch an ideal, combined with the limited
distribution of profits and the democratic decisioaking process, would provide signals
against opportunistic behaviour and would thusvalior the production of trust goods. Certain
authors consider that the trust signals of coopa®tmay be as strong as those enjoyed by
nonprofits (Mertens, 2005; Spear, 2000).

The “general interest” orientation of cooperativeds is likely to be stronger than in other
cooperatives because of the very principles of Hiese principles, on their turn, may be
reinforced by the trustworthiness of the coopeefiorm. Such a trust signal may be even
stronger in FT cooperatives because they are ggne@ owned by a single category of
people who have economic transactions with the rosgdon, but by one or several
“selfless™>® stakeholders such as volunteers, donors, NGOsvieneover, cooperative FTOs
seem both able and interested in investing in pulphods such as education, advocacy, and
regulation—although, as the findings show, to adegxtent than nonprofits. For that purpose,
general interest cooperatives may also rely, insaathe legal framework allows, on non-
commercial resources such as gifts, voluntary vasrgublic subsidies (Spear, 2000). This has
been observed especially in Italy and, to a lesg&nt, in the UK (e.g., Just Fair Trade and
Zaytoun).

So far, we have discussed why the cooperativetutistnal arrangement does not seem to
suffer from handicaps in relation to the nonprafitangement for the production of trust and
collective goods. But we need to go further to axpWwhy the cooperative arrangement has
beenpreferredto the nonprofit one, either by newly created FT@soy existing ones shifting

from the latter to the former in countries suchtaly and Belgium. The answer lies in the third
type of good present in the “FT bundle”: the prevgbod production. The previous section has
shown that nonprofits were not unable to produeetiterwise they would not have been able
to initiate and expand the market—, but that theyidly met obstacles in expanding such a
production. Besides the previously discussed lidhdecess to capital, we could also mention
the weak incentives to economic performance, ait oot distributed, at least not explicitly.

While the nonprofit form appeared as an efficiemaragement to overcome the combined
failures of the state and particularly of the marke developing a fair trading system, it

appeared less efficient when it came to expandsystem beyond the niche, i.e., to invest in
private good production, especially from the mom#m two other—political and social—

16 Obviously, there is always some interest, at lsgstbolic, in the participation of any type of sthklder. But,
in this context, “selfless” means that these staldgrs have no explicitly recognised material iegtrin the
success of the organisation in which they are el
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dimensions were already “established” (respectjvéhrough public awareness and the
establishment of rules for trading partnershipsl #imough the implementation of these rules
and their control by labels and certification sclesin

The sample analysis has shown that cooperative FAr@smore focused on the economic
activity than nonprofit ones. As we will see in thext chapter, a first reason for this is that the
legal framework—for instance, in Italy—-may put lesstriction on the commercial activity for
cooperatives than it does for nonprofits. Furtheenoooperatives have easier access to capital
since they are able to remunerate that capital grann, 1999; Levi, 2005). The interviews at
Oxfam-WW, MFT, and Pangea-NT confirm that these ' B@ongly increased their financial
means when evolving from the nonprofit to the coapee form. Indeed, through a certain—
albeit limited—remuneration of the capital, the plecalready involved in the nonprofit FTO
(volunteers, employees, supporters, etc.) had themnto bring in capital. But in the three
previously mentioned cases, the evolution to thepeaative form, either exclusively as a
cooperative or in the context of a group structuras coupled with a new wave of individuals
and institutions who financially participated inefe FTOs. This reinforced the multi-
stakeholder nature of these FTOs, which may pastptain why cooperative and group FTOs
are more multi-stakeholder than nonprofit oneshédigh most of the owners do not expect
high financial returns, in many cases a minimalilvation covering the inflation rate is
welcome—this was confirmed by shareholders of Ox¥8v and Traidcraft. The contractual
argument explaining that ownership by people wha$h money reduces the costs of market
contracting that would have been endured throughotdng money through the market
(typically from a bank) is thus further illustratsthce the owners do not expect high returns
and thus lend their money at a very low cost.

But the people and institutions investing in coagige FTOs are rarely only “investors”.
Indeed, most of them at least have sympathy forFiheroject, and are often involved in it
much beyond financial investment. This providestla@aoadvantage to cooperative FTOs in
terms of incentives (Hansmann, 1999; Levi, 2009t ine take two examples: Ethiquable
Gourmand and Oxfam-WW. Ethiquable Gourmand is akemst cooperative. Traditional
arguments for these cooperatives maintain that everkvill be more motivated to give their
working ability to the organisation since they othe latter. They will thus be less inclined to
behave opportunistically, for instance, by worklags efficiently, because it would ultimately
reduce the value of their company as well as tHeevéor the producers, which would be
contrary to their ideal. The interview with oneEthiquable Gourmand’s managers confirmed
the employees’ commitment to developing new digtidn strategies—for instance, by opening
a shop in Lyon-to increase the economic performanoethe case of Oxfam-WW,
worldshops—which are legally autonomous—partly divea cooperative entity responsible for
the import and development of food products. Acogydo the manager, the turnover of these
shops has increased since the creation of the catoe This may be partly explained by the
fact that shops thereby gain a twofold motivatiorcontributing to the cooperative’s success:
they have invested money in it, and they are deg@ndn its survival to remain as a shop
enjoying Oxfam’s name and product sourcing. In @stt the worldshops of Oxfam-MDM are
not autonomous and have less incentives to maxisakes (which is not their primary goal).
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During several years, a certain number of shopgesyatically suffered losses that were not
detected. | do not mean that participation of shoghe importer's ownership the solution to
increase their economic performance, but it mayab#evice that strengthens the economic
focus.

Costs of ownership

While allowing the cost-reduction of market contnag, ownership by certain stakeholders
entails costs. Costs of ownership theoreticallyedificcording to the stakeholder group that
owns the cooperative (Hansmann, 1996). In workewsperatives, agency costs are very low
(because the managers are the owners), but costéledtive decision-making can be high, for
instance, if employees have different statusessafaties. In consumers’ cooperatives, it is just
the opposite: agency costs are similar to thogeaditional businesses (because managers may
act contrarily to the owners’ interest), but cast<ollective decision-making are likely to be
low (because all consumers/owners have the samrestti.e., lowering the prices).

As previously mentioned, while certain cooperatiigOs are clearly owned by workers (e.qg.,
Ethiquable Gourmand and Tout I'or du monde) or hyrkers and volunteers (e.g., Just Fair
Trade and Equo%), most are multi-stakeholder, ialsloding supporters, shops, NGOs etc. In
all these cases, the involvement of the stakeh®ldemanagement decreases agency costs.
Costs of collective decision-making may, however, darticularly high when stakeholders’
interests are divergent. From the interviews, pesgys that the costs of having heterogeneous
stakeholders as owners are at least partly cowalgarted by the advantages they bring (see
section on governance) and by the ideological h@meiy concerning the FT project. Indeed,
while there may be disagreements, for instanceydsst workers who desire higher salaries
and volunteers who prefer that the value be traresietotally to producers—as reported in
Pangea NT—, there is at least a basic consenstiedact that producers should be the main
beneficiaries of the activity.

1.3. Social enterprises as new institutional arrangemes®

Despite empirical and theoretical nuances betwespnofit and cooperative FTOs—with the
latter generally focused less on the political amoke on the economic dimension than the
former—, these two forms seem to enjoy more ortlessame assets in the context of FT. This
echoes several authors’ observations of blurringindaries between nonprofits and
cooperatives, considered by many as two legal ssmes of a common type of organisation.
The convergence has become especially strikingdstwonprofits that have evolved toward a
stronger commercial activity and cooperatives ttaate included “public interest” goals. As we
have seen, the approaches of “social economy” airTSector”, and of “social enterprise”,
both include nonprofit and cooperative organisaioQertain authors consider that the
increasing commercial or productive orientationnohprofits, combined with the increasing
general interest profile of cooperatives, has psgively erased the differences between these
two legal forms (Borzaga & Spear, 2004; Defourn90P). The EMES social enterprise
approach particularly insists on the similaritietvieen the two legal forms, considering that
the adoption of one or another legal form—influehd®y many factors such as national
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legislation—is less important than the common @ufphy of these organisations that run a
commercial activity with an explicit goal of pursgi social missions and serving the
community rather than making profit (Defourny, 200kfourny & Nyssens, 2006).

But the findings have shown that this philosophy-practice—seems also shared to a certain
extent by the entrepreneurial “business-form” amtiviidual FTOs. As we will see in the next
section, the stronger focus of these FTOs on then@uic activity does not seem to
compromise their social mission nor the ability; smme of them, to “serve the community”
through their political involvement. The commonioagle in FT is precisely that a higher
economic activity increases the social impact. $beal nature of business-form FTOs might
be an argument in favour of other, larger concegtiof social enterprise that go further than
the “nonprofit-cooperative” duo, considering thatisl enterprises may be found within any
type of legal form (Austiret al, 2006b; Battle Anderson & Dees, 2006).

The case of FTOs shows that social enterprise raayohsidered as an innovative institutional
arrangement that bridges several legal forms arigesia possible to overcome market failures
but also “nonprofit failures”. As we have seen, kearfailures in the production of trust and
collective goods are overcome, not—or not only-H®/ion-distribution constraint, but also by
the primacy of the social mission and the possim@lvement of trust-giving stakeholders.
And the failure of traditional nonprofits to devpland grow an innovative market-based
solution to social issues is overcome by the abibf FT social enterprises—including
nonprofits—to raise entrepreneurial skills, manegources, and financial means. FTOs show
that, through the multiple assets allowing to parauiversity of goals, social enterprises may
be seen as new institutional arrangements thaedxite reliance on one particular legal form
(Bacchiega & Borzaga, 2001; Nicholls & Cho, 2006).

1.4. Why have “business forms” become widespread?

A first problem in this section is in naming the ®9 that are neither nonprofits, nor
cooperatives. The literature on nonprofit orgamiset calls them, in contrast with nonprofits,
“for-profit” organisations. But this term assumdmit profit-making is necessarily the main
objective of these organisations—which may be dquestl in general, and particularly in the
case of FT’ In his 1996 book focusing on ownership configuasi Hansmann simply refers
to “investor-owned firms”. But FT businesses ard necessarily owned-or not only-by
investors, as we saw in the fourth chapter. Indbigtion, | will thus prefer “business forms” to
other term&®, although this choice can be criticised as W3l

157 Although authors like Davies & Crane (2003) desefrTOs such as Divine Chocolate as “for-profit”.

138 Other terms such as “mainstream” (as opposed ltertative”) or “capitalist’ are even more ambigsou
because they refer to the philosophy rather tharfdim. Indeed, a cooperative or even a nonprafit appear to
display very mainstream, capitalist behaviour.

199 strictly speaking, “business” activities can beleraken through a wide range of forms. In certintexts,
for instance, cooperatives could be described asifless forms”.
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Costs of market contracting

Basically, the contractual literature states thaditress-form companies are particularly suited
to producing purely private goods, where no—oteliinarket failure applies. This reason,
added to the fact that internalising capital supptyongly reduces the costs of market
contracting®®, explains why business forms are the most widespre our economies
(Hansmann, 1996). But what can explain the adoptiobusiness forms in the FT sector, in
which private good production is only a part of BElebundle?

From a contractual perspective, business compaaiesheoretically not overcome free-riding
problems and thus cannot provide a sufficient gtiaat public goods to meet the demand left
unsatisfied by the state (Weisbrod, 1975). Conbyeie the case of FT, business firms should
not be interested in providing education and regulaservices. As we have seen, business
firms would have problems obtaining payment frointla¢ beneficiaries of such services and
determining their willingness to pay. Hence, unliég®s have another, non-financial advantage
in return, business firms should not be, econonyicgpeaking, interested in engaging in
activities linked to education, advocacy, and ragah.

Concerning trust goods, contractual authors consitat the suspicion of opportunistic
behaviour (by potential consumers or funders) comldermine business firms’ trustworthiness
regarding the proclaimed level of quality. In these of FT, FTOs with a business form would
have difficulties convincing the consumer about ¢ffectiveness of producer support. Indeed,
it is reasonable to assume that if a business (flominstance, a supermarket chain) had been
the first to come up with the idea of Fair Tradewould have received skepticism (LeClair,
2002). This may be one of the reasons why busiioess remained relatively absent of the FT
sector until the mid-1990§* Thus, which factors favoured the adoption of besinforms over
the last decades? We can underpin four complemeal@ments.

First, the FT sector has evolved progressively feoemall-scale charitable initiative conducted
by volunteers with low-quality products to a wellganised and increasingly professional
niche. By doing so, pioneer nonprofit FTOs haveeed®d an existing demand and organised a
credible response, thereby confirming the abilitpanprofit organisations to detect unsatisfied
demands (Ben-Ner & Van Hoomissen, 1991; Gui, 19&).course, the emergence of
business-form FTOs, and, more broadly, the devedmpnof mainstreaming, have further
developed the scale and the professionalism ofBfT,. in my view, it is thanks to the initial
efforts of pioneer FTOs that have structured supgigins, set rules, and campaigned to
increase consumers’ interest that existing busases$mve been able to and interested in
embracing FT, and that entrepreneurs have beerueagsd to create FTOs under a business
form.

180 Because most of the shares are invested on tigetéom and because the remuneration depends dinrttie
results.

161 \ith already a few exceptions of pioneer FTOs sa&Bolidarmonde or Siesta, although the “investor
owned” nature of these FTOs may be discussed.
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Secondly, the emergence of labeling and certificehas allowed for a growing dissociation
between the commercial provision of the goods dmddertification of their “fair quality”.
Whereas, previously, the fair quality of a good waked to the institutional assets of the FT
providers (i.e., the trust signals of nonprofitsd asooperatives), the development of a label
made it possible to gather these quality signals an“package” that can be available for any
type of organisation. As a result, it is no longfee company in itself that must demonstrate
compliance with the FT criteria, but it is the labeectly affixed on the goods. Following the
contractual approach, labeling can clearly be s&sea cost-reducing device that allowed FTOs
to choose the business form without being suspeaftddcreased “fair” quality. But, while this
reason is crucial in explaining why mainstream besses entered the sector of FT food, it is
not sufficient for explaining the adoption of thasimess form by FTOs, especially among
those dealing with non-labeled products (handiccaismetics, non-labeled food etc.).

In fact, a third reason we observe is that busti@ss FTOs do not seem to be suffering from
handicaps relating to the trust signals inheremthéndimension of producer support, even when
their products are not labeled. Contrarily to thearetical predictions, business-form FTOs
seem able to give sufficient trust to the custona@d to convince them that they are actually
doing what they claim—i.e., supporting the prodacdrough fair partnerships. When asked
generally why they had chosen the legal form (Qahy specifically if that choice had been
made with the intention of instilling trust in tleeistomers (Q3c), only a small minority of
interviewed managers (12%) considered the trustigiorce of the legal form to be an
important factor. The main exception consists eks&l worldshops in Rome whose managers
spontaneously mentioned the customers’—as welleafotinders’-reluctance toward a business
legal form. When asked about how to build trusyyesal elements were proposed (e.g.,
reputation, networks,) but rarely related to thgaldorm, even in the absence of an official FT
label.

Such an observation is consistent with recent #ieal advances that nuance the link between
the legal form (particularly the nonprofit form)dthe ability to give trust. Indeed, many other
signals exist besides the legal form, such as atipat (Ortmann & Schlesinger, 1997;
Radbourne, 2003) and governance (Austin, 1998; fGdm & Simpson, 2002; Middleton,
1987). Reputation and recognition by well estalgltsstakeholders (e.g., NGOs) and by other
FTOs have appeared to be the main trust signdlgeimterviews. It is interesting to note that
the FT label (Max Havelaar, Fair Trade Federatiod mansfair) was rarely presented by the
FTOs as an effective trust signal. Most FTOs (sgllabeled products or not) claimed that the
label was not important for the customers. If itsved any importance, it was essentially when
the products were sold in non-specialised outleth s supermarkets. For some FTOs (e.g.,
Equomondo in France or Il Fiore in Italy), label@dducts were even banned from their shops
because they represented a mistrust for some infdhgtomers®® This shows that customers
are also very heterogeneous and can have oppeaiteéans toward a label created precisely to
build trust.

162 Especially in France, after the campaigns of Miagainst Max Havelaar and after Jacquiau’s bodicising
labeled FT (Jacquiau, 2006).
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Finally, as observed in the previous chapter, mssrform FTOs are not necessarily unable to
engage in education, regulation, and advocacy. ieie “non-rival” and “non-excludable”
nature of these goods, FTOs may choose to protiece while adopting a business legal form.
The case of several members of Minga in Rhéne-Alpssvell as that of One Village in the
UK, suggests that education, regulation, and adwoeativities may be central in business-
form FTOs. Yet, in most other FT businesses, malitinvolvement is lower and is expressed
more implicitly, for instance, through the “blog”f ahe manager, through collective
participation in campaigns of FT networks, etc. Hxeeptions to the rule already show the
limitations of the contractual arguments and aalltaking into account other types of factors.

Costs of ownership

In business firms, the costs of collective decisiwaking are supposed to be lower than in
nonprofit and cooperative organisations, becauskeotonvergence of interests among owners
to maximise profits. If we replace profit maximiget by value maximisation through
economic development, then we may find the samevergence among business FTOs’
owners. Agency costs should theoretically be as lag in cooperatives. However, most
business-form FTOs are owned partly by the manabperaselves, with a number of investors
who are often closely related to the manager. Whibmnagers may be weakly controlled,
leading to inefficient decisions, the likelihood mBnagerial opportunism is much lower when
the managers are themselves owners of the FTO.dVergif these managers make decisions
with only little involvement of the other investorthen the costs of collective decision-
making—but also the control by these other investoiay be particularly low, as | will expand
upon in the section on governance.

1.5. What are the assets of individual entrepreneurs?

Individual companies are a particular organisatidoan that is little treated explicitly in the
contractual literature. A contractual analysis vdogrobably consider that the individual
company is the first stage of organisational dgwelent. This is consistent with Hansmann’s
(1996) presentation of entrepreneurs as “brokensd wonceive potential organisations and
then sell them to the most appropriate categostakeholders. But the field observations also
show that certain entrepreneurs have chosen toimeab@ne and do not necessarily desire
organisational growth.

Costs of market contracting

The sample analysis has shown that individual Fli€save more or less similarly in terms of
product mixes, confirming the identical organisatibassets compared to business-form FTOs.
The main difference between the two forms is thdividual FTOs do not enjoy the low-cost
access to capital through investors’ ownership. tAeo difference is that, in individual
companies, the product mix depends primarily onrntfamager’s interests and preferences. If
the manager is willing to spend time on campaigron@dvocacy, it is possible even in the
absence of specific resources. Such an investrhemtever, may not be stable in time as it
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depends on the willingness of one individual. Mee9 one might object that, as the
entrepreneurs have to live from the activity, theterests will be protected before any other
consideration. There are many examples (e.g., Hatyawever, in which individuals
committed to FT seem to capture only very littleaficial benefit from their venture. Other
“altruistic” motivations, including “warm-glow” eéficts (Andreoni, 1990), are thus also clearly
operating in this category of FTOs.

Costs of ownership

An individual company may be seen as a very basixus of contracts, in which the
entrepreneur embodies a range of functions that loanperformed internally, while
externalising the other functions. The advantagesvary clear: the costs of ownership are
particularly low. As the founder, the “governanticathe manager are one single person, there
are no agency costs. Costs of collective decisiaking are also nonexistent.

The problem, however, is that all the transactionsst be undertaken through the market:
capital and product supply, logistics, sales etonfa contractual standpoint, this solution is
likely to be interesting when these transactions elatively simple to handle and when
personal relationships can instill the trust neags avoid opportunism. The interviews with
individual FT entrepreneurs confirm the importarafe personal relationships at different
levels: financial supply (loans by family and fra), product supply (partnerships with one or
two producer groups), distribution (deals with émd” shops), etc. Because the costs of
ownership are very low but the costs of market i@mting are very high, following Hansmann,
ownership should be “given” to a particular stakdko category, most probably investors
when the need for capital grows. Although | haveicted this evolution at the end of the
fourth chapter, | have not yet found many exampig€nly time will tell whether this is also
likely to happen to individual FTOs.

1.6. Synthesis: why do several legal forms coexist?

The following table summarises, in terms of cosfsnmarket contracting and costs of
ownership, the contractual assets and weaknesghs different legal forms in the context of
the FT activity, both from a theoretical standpa@ntl as observed through the interviews.

163 Sjesta is an example of a couple of entreprenstis started alone and later associated other péopite
venture.
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Table 52: Contractual assets of the different |dgais in the FT context

Nonprofit Cooperative |  Business  Individugl
] Theoretically H'.gh. ("”!'ted C?‘p"a' Low
Costs of private limited |ncent|ves)
good
roduction
P Observed Medium Low
Theoretically Low (nondls'Frlbut|on Medium Low
Costs of trust constraint)
good Insufficient al Other devices: label
production nsufficient alone || (similarly to er devices: label,
Observed (other devices . reputation, networking,
nonprofits)
needed) etc.
Low (willingness to
Theoretically pay & specific Medium Very high | Very high
Costs of public resources)
good Possible (directly or not
roduction :
P Observed Low Variable . through manager's
involvement, networks,
partnerships, etc.
Theoretically High Medium Medium Very low
Agency costs Low (value L
ow
Very low (value | congruence ang :
Observed ) (managers’| Very low
congruence) managers :
: ownership)
ownership)
Costs of Theoretically Low High Low Very low
collective
decision- Medium (mult
makin )
g Observed Low stakeholdership Low Very low

From a contractual perspective, each FTO will adioptegal form that gives it the most suited
assets in relation to the types of goods it prosues well as its potential owners.
Organisational change, in this context, can becslpi understood as the consequence of a
shift in the types of goods produced. The diversityegal forms in a given sector has led to
growing literature on so-called “mixed-form marKefe.g., Marwell & Mclnerney, 2005).
Such literature mainly highlights the complementiatures, typically between nonprofit and
businesses, and the opportunities for collaboraffmstin, 2000; Galaskiewicz & Colman,
2006; O'Regan & Oster, 2000). FT is a clear exangdlesuch a market (Becchetti &
Huybrechts, 2008). In this context, there may bdisribution of roles among providers
according to the nature of the goods that they ywedHandy (1997), for instance, suggests
that business firms will focus on the productionpoivate goods with an observable quality,
while nonprofit organisations will be preferred fthre production of less easily observable
goods such as trust and public goods. This argudwed not seem to be entirely confirmed in
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the FT sector: indeed, the study shows that alprafit FTOs produce private goods and that
several business-form FTOs produce trust goodscéip when their products are not labeled)
and, to a lesser extent, public goods. Such ailaision, however, might be increasingly
observed if FTOs were to focus on one particulamettision of FT. A current illustration of
Handy’s argument may already be found through #se of group structures.

Contractual rationale to the evolution of FTOs impmup structures

Groups consist of the combination of two legal feyrauch as nonprofit and cooperative or
nonprofit and “business”. To follow Handy's argurhesuch groups can be described by the
complementary assets of two legal forms. Each eddlforms will be suited for the production
of particular goods, typically a cooperative oribess form for the economic activities (linked
to the private goods) and a nonprofit form for seeial and political activities (trust and public
goods). The observations and interviews clearlyffioonsuch a distribution of roles. But other
arguments in terms of transaction costs may exglendevelopment of groups as advanced
multidivisional structures. Let me consider theuaiion of large polyvalent FTOs
simultaneously involved in import and distributigoroduct development, producer support,
and advocacy. The diffusion of information from thygerational level to the top management
is made difficult, not only because of the sizetted FTO, but most importantly because the
diverse operational units have different “jargoeople in the top management, but also
people in support functions—for instance, the comigation unit-are supposed to equally
understand sales figures, development projectprimucer groups, and advocacy campaigns.
And people from the top management are supposgiyéanstructions and objectives to these
different units using their jargon. As summarisgd Barney and Hesterly (1996:114thé
complexity of the enterprise overwhelms the infdiona processing capacity—or, in
[transaction cost] terms, the bounded rationality+a@p managers

Let me then add the issue of incentives. How m#sible to motivate, for instance, people in
sales and marketing, when the sales figures augediin the total turnover of the organisation,
including subsidies and donations? And how is gSilale to control the performance of each
unit? The contractual approach suggests that agtlepartmentalisation of the organisation
offers a cost-minimising solution when a certaineleof size and complexity is reached.
“Dividing the firm into quasi-autonomous divisiorifitates clearer performance goals at
lower levels of the organizatidBarney & Hesterly, 1996:114).

But | would suggest that the multidimensional natof FT has lowered the threshold from
which it is more “efficient” to departmentalise. &hnterviews in Oxfam-WW, MFT and
Traidcraft have illustrated some of the informatiand incentive issues even on relatively
small scales compared to mainstream businesses.cigation of specific organisational
entities in the context of groups also shows thhe tlarge FTO¥* push their
departmentalisation very far. The opportunitiesapture specific subsidies or gifts through the
isolation of non-economic functions are not suffiti to explain such an advanced

184) arge at least on the scale of FT.
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specialisation. It appears that large FTOs havatedegroups in order to clarify their activities
and to assign specific goals, as well as a spad#ictity and culture, to each of the entities.

1.7. Conclusion

The contractual or economic neo-institutional applois useful for understanding why initial
pioneer FTOs have adopted the nonprofit form ang Wiese FTOs still have a stronger
political involvement than FTOs with other legalrrfes. It also explains why FTOs have
progressively adopted (or evolved into) cooperatwel “business” forms that allow for a
stronger focus on the economic dimension while taaimg opportunities to pursue the socio-
political dimensions of FT. | have also reviewednttactual arguments to explain the
emergence of business-form FTOs, even if thesenagts explain only part of this
emergence. Individual FTOs have been depicted asrdomyonic stage of business-form FTOs
(which still needs to be demonstrated). And growpctures have been analysed not only as
combinations of forms suited for the production sifecific goods, but also as efficient
solutions in terms of information processing ancemtives.

At the end of this analysis of FTOs’ legal formeyaral questions remain unanswered by the
contractual approach, such as:

- Why do certain FTOs with a similar legal form haxwery different behaviours in
terms of goals and activities?

- Why do certain business-form FTOs get involved wmiitigal activities, even
without specific resources?

- Why are the contractual differences between noitprahd cooperatives not really
confirmed in the FT sector?

The exceptions to the contractual suggestions anmgerous and should lead to a picture with
more nuance. A major teaching from the empiricatesbations is that business-form and
individual FTOs seem quite different from the “ist@r-owned” model as depicted by
economic new institutionalism. Indeed, as most E$itesses do not have profit-making as
their primary aim, arguments in terms of inability instill trust seem inadequate. While
business-form FTOs seem indeed more centred oaci@omic dimension of FT, there is no
reason to believe that the social mission is legmrtant than in other FTOs, and there may be
some political involvement in a number of cases.rédwer, business-form FTOs are not
necessarily better equipped, for instance, to resgetal. Indeed, the creation of an FTO can
hardly be considered as an investment with gooditabdity prospects. It may happen that
some shareholders expect some minimal return $0 assure that the FTO runs its business
properly. But, again, this is very far from thediteonal figure of the shareholders putting
pressure on the company to obtain a high returnngastment. Therefore, as previously
mentioned, | suggest that business-form FTOs carohsidered as social enterprises that are
closer to the nonprofit and cooperative FTOs tlammnainstream companies. They could be
described as “companies with a self-imposed rewsricon profit-making and profit
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distribution”. Although the possibility exists ofeasing a business-form FTO seeking to
maximise profits above other considerations, leehast observed such FTOs.

Finally, the general nuance is that the legal fatone is insufficient for providing assets for
the production of private, public, and trust goo@sher elements of organisational form, as
well as strategies such as the personal involveroérihe leader, reputation, networking,
partnerships, or labeling, provide “cost-minimisisgjutions” that may be more efficient than
the legal form. Moreover, the legal form is alse ttesult of the costs of ownership. The
example of individual FTOs shows that, when therenly one or few individual(s) involved in
the FTO, the argumentation in terms of types ofdgooroduced is likely to be outweighed by
the “zero ownership costs” that these FTOs enjogt me now examine how FTOS’
governance structures can be analysed in ternmarggaction costs.

2. Governance

As previously mentioned, in the economic neo-ingithal approach, “governance structure” is
used to refer to the whole set of contracts thatedres the organisation (Williamson, 1979;
2002b). In this work, however, | use “governanag’ai much narrower way. | will thus only
develop a contractual analysis that refers to timetfons and composition of the governance
bodies such as the General Assembly (GA) and trerdBof Directors. This section mainly
tries to interpret the findings linking the goadsstivities and resources with the governance
model of the different categories of organisatiof@ms. First, | review the three main
governance models under the perspective of theaooter the goods produced, expanding
the rationale of the agency view to a broader cpti@e of such control. | then examine the
particular case of consumer and producer ownerfioim a transaction cost standpoint.
Following the complexity of the governance modedlsmove from the “single-owner”
perspective used in most contractual work to a mapen” view providing an explanation on
why several types of owners may coexist and why-awner groups may be invited or co-
opted in the governance structures. To designasetigroups, | use the term “stakeholders”
uniformly throughout this section, although the ttactual literature generally uses other terms
(e.g., “patrons” or simply “groups”).

2.1. Governance as a control device

In a contractual perspective, the GA and partityldre Board are typically seen as tools for
the owners to control the management of the org#ois that they own. Much attention is
therefore given to the control and information esslinked to the relationships between owners
and managers—"agency” issues (Fama & Jensen, 1@83en & Meckling, 1976). Such an
agency view of governance is dominant in the catiigd approach, not only for the study of
corporations, but also in the context of nonprafid cooperative organisations (Ezzamel &
Watson, 1983; Labie, 2005; Miller-Millesen, 2003).

In the context of FT, however, attention to the todfing function of the Board implies
determining the object of such a control. Is it #mnomic performance? Is it the impact on
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producers? Is it the success in advocacy? Secoarwtyrol will depend on who is the principal:
while, in investor-owned companies, the questiastrigightforward; it is more difficult in other
governance models (Cornforth, 2003): is it the wtders, the other stakeholders, society in
general (Harrow & Palmer, 2003)? | will thus intexppthe sample data crossing the types of
“principals” and the types of goods produced byRh®©.

In terms of governance, the previous chapter hasiged interesting teachings. First of all,
FTOs governed by a single entrepreneur or by a gearend a few investors are characterised
by high (or medium) levels of economic involvemand low (or medium) levels of political
involvement. There are exceptions, however, in whicategorised the political involvement as
high. The situation is precisely the other way amudor FTOs governed by volunteers:
political involvement and political goals are suwmgtally higher than economic ones.
Exceptions of volunteer-based FTOs with a low ecoicdocus and/or a high political focus
are scarce. When it comes to multi-stakeholder ETi@sy seem to have high levels of
involvement in both economic and political dimemsio Moreover, their managers are
balanced between economic and political priorityjjch is logical, especially in the case of
groups. Let me try to explain these links from gerecy perspective.

2.2. Manager and/or “investor’-owned FTOs (Type 1 and 2)

The observation that FTOs with medium or high Isvef involvement in the economic
dimension are governed by managers and/or shaesisplabssibly associated with experts and
other stakeholders, can be explained by the fattttlese stakeholders are likely to care about
the economic viability of their organisation, rdsw from its success in doing business. If we
consider investors alone, then this link reflectdassical principal-agent relationship in which
the investors monitor the managers on the wayttieatatter maximise the former’s financial
contribution. Nevertheless, the case of investpresence on FTOs’ board brings to light two
fundamental nuances.

First, in all the FTOs corresponding to this gowerte model, the managers are among the
owners. Collusion between ownership and manageisetitus important, contradicting the
model of separation between ownership and contfaim@ & Jensen, 1983; Jensen &
Meckling, 1976). The monitoring role of the invastas thus likely to be neglected, especially
if these “investors” are relatives or friend of thanagers, and even more if they have been
included among the owners only to reach the legalmum—as has been observed in several
small manager-owned FTOs. On the other hand, ttiepeneurs, being themselves investors-
owners, have a strong incentive not to compronfiedihancial performance of the FTO.

The second nuance to the link between manager®oraml/estors as Board members and
economic focus is that these stakeholders, in diméegt of FT, are likely to also pay attention
to the other dimensions of the FT activity, patiacly producer support and, to a lesser extent,
education and advocacy. Exceptions of FTOs govebyethanagers and/or investors but not
necessarily more involved in the economic dimensbrT than other FTOs confirm this
nuance. As financial involvement in a small new Fii@ type that corresponds to this
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governance model—is everything but an investmert Wwigh profitability expectations, the
investors are likely to have other motivations. Gnetivation may be, simply, the personal
relationship with the manager. But, more broadhge interviews in FTOs such as Citizen
Dream suggest that investtswere interested as much in how the livelihoodproiducers
were improved than in the economic performancenefdrganisation. Or, more exactly, they
required a level of performance that would safegubeir investment and allow for producer
support, but not a turnover that would be mad&eateixpense of the producers. We are thus in
a situation in which investors accept to reducé tteurn on investment or at least to let it be
constrained by the social and political goals. ailtph, theoretically, the pursuit of these non-
economic goals may, in turn, increase the econ@@iformance—which is far from systematic
in the context of FT—, it is a fact that such afg@nance is of relatively less importance in
FTOs than in traditional companies. Investors, arahagers themselves, therefore have an
interest in not allowing the social and politicalhensions to be overlooked.

While economic control is already difficult, the pettise to control the non-economic
dimensions may also be problematic. The control itig come from another actor, for
instance, the labeling organisation—-whose controlyever, is only partial-, or simply other
FTOs, typically in the context of a network. In miew, the high involvement of manager-
investor-owned FTOs in networks (particularly irmfce and in Belgium) may be explained
partly by the weak internal control on their sogiaksion—and their possible political activity.
In conclusion, it is not because the governancecttres are composed of managers and
investors who aréheoreticallyconcerned about the economic performance of thanisation,
and because the economic focus is stronger, teaetbrganisations will pay attentionly to

this dimension.

2.3. Volunteer-based FTOs (Type 3)

The field analysis has shown that volunteer-base@d-are particularly active in education,
regulation, and advocacy. In an agency perspectreecould see governance structures as a
tool for volunteers to control the level and natafeéhe collective good production. Indeed, as
customers do not pay individually for the “consuiopt of education, regulation, and
advocacy, there is no incentive for the organisatmproduce as much of this collective good
as what is demanded. Contractual work on nonprofganisations suggests that these
organisations are able to mobilise other resou(saebsidies, gifts, etc.) that allow them to
produce collective goods even when customers cap@aequired to pay proportionally to
their consumption. Moreover, their trustworthinesakes customers keener to reveal their
willingness to pay. But even a nonprofit organatcould use subsidies or gifts for other
purposes and provide a sub-optimal quantity ofective good.

The “principals” for such production, however, aret—or at least not only—the volunteers
themselves, but, more broadly, the recipients afcation, regulation, and advocacy, i.e.,

185 without overlooking the heterogeneity of theseestors, my description is based on the commentsvof
managers, one shareholders and one franchisedipérCDream, as well as on the interviews with ngena of
similar FTOs in the sample (e.g. SignaléthiquejcE8tore, Saldac, etc.).
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citizens and the society in general. Harrow andneal(2003) speak of such a control as
“public ownership”. Indeed, citizens are too numue,otoo heterogeneous and not organised
collectively. When volunteers participate in puldiwod production, they may thus be assumed
to represent the citizens or at least to constauiak between the FTO and the larger society.
This dynamics finds an illustration in several vaker-based FTOs. For instance, in Oxfam-
MDM, volunteers on the Board each represent a taggeup of volunteers in a particular
region. This group is the most visible part of arere larger community of supporters and
customers who are interested in Oxfam’s socio4paliigenda.

Concerning the specific social mission of produsigoport, similar reasoning may be applied.
The governance structures of FTOs are supposedntoot that managers, and organisational
actors in general, do not act opportunisticallytla® expense of the producers’ welfare.
Although initial contractual theories on nonprofirganisations claimed that the non-
distribution constraint of these organisations @lmted the incentives for opportunistic
behaviour, more recent work suggests that the-giwstg nature of the non-distribution
constraint is limited and that other devices suslgavernance are necessary to complete it
(Ortmann & Schlesinger, 1997). Again, voluntees ot the only principals who wish to see
the FTO fulfill its social mission, but they arestbnes that exert the control on behalf of the
larger community—even when no concrete “mandate™d&en given.

Moreover, in a context in which consumers, who #hdue particularly concerned about the
completion of the social mission, are poorly repréed on FTOs’ Boards (see next section),
voluntary control may be seen as a more commortisolfior FTOs than customers’ direct

involvement. Indeed, volunteers are already aativthe FTO and are able to instill trust in

customers and other stakeholders requiring trugtagiiees. The rationale is the following: if

these stakeholders, who are close to the orgamisadie ready to give time (or money if we
apply the same analysis to donors) “for free” whiey see closely how the organisation
functions, then it must mean that the organisatioes not act opportunistically (Ben-Ner &

Gui, 2000; Enjolras, 2000). This argument assuntes tf these stakeholders detected
opportunism, they would withdraw their support.

Control by volunteers over the social and politidehensions confirms the role of volunteers
as “guardians” of the mission (Harrow & Palmer, 2D0Buch a guardian role, however, may
also apply to the financial and economic dimensmfiSTOs’ activities. Indeed, as Harrow and
Palmer (2003) observe, volunteers on the Boardnareasingly accountable for the financial
situation of the organisation. The interviews wiitle managers have not allowed me to assess
how volunteers view themselves in this respect. él@y my experience at Oxfam-MDM
confirms increased pressure for financial contiedding to the selection of Board members
who have financial expertise. The Oxfam-MDM cassoaleveals how the Board strongly
increased its monitoring in times of crisis, notyoon the FTO’s accountancy, but on the
whole economic activity. Although the data showtthach an activity is not as central in
volunteer-based FTOs as it is in other FTOs—typictdose of the previous category—, we
should not conclude that the economic dimensiaof igtle importance and not controlled by
volunteers.
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2.4. Multi-stakeholder FTOs (Type 4 and 5)

The sample data have shown that multi-stakehold€@sFcombine high levels of economic
and political activity. Social involvement is alassumed to be high. But is there a causal effect
between multi-stakeholdership—i.e., the presenceiwdrse stakeholders in the governance
structures—and the pursuit of diverse missions?s Tisi suggested—yet not formally
demonstrated—by recent work in other fields of @loenterprise, such as work integration
(Campiet al, 2006; Defourny & Nyssens, 2006). Although singliakeholder FTOs (manager-
owned or volunteer-based) may also be involvediéntiree dimensions of the FT activity, my
study shows that multi-stakeholder FTOs, partidulgroup structures, more systematically
combine high involvement levels in the differeninénsions. This is why we can view the
multi-stakeholder configuration as a device tbaturesthe simultaneous pursuit of the three
dimensions. Indeed, if we assume that the prevamatyses of volunteer-based and manager-
investor-dominated Boards are still valid, and thattner NGOs and financial institutions are
likely to behave similarly, respectively, to thestiand the second stakeholder type, then it is
logical that the combination of all these stakekadcontributes to bringing multidimensional
control and expertise.

This was confirmed, for instance, by Max Haveladoemer manager, who explained that
gathering diverse expertise and controlling cajtedsl from stakeholders such as investors,
partner NGOs, financial institutions, and volungeprovided expertise and insight on virtually
any issue in the organisation. This shows thatatpency view is insufficient to capture the
specific features of multi-stakeholder Boards: \aa already see the adequacy of, for instance,
a stewardship vision of Board members as partia@id,a resource dependence view of Board
members as “boundary-spanners”, as | will exammnée last chapter.

Finally, in terms of ownership costs, the heter@ygnof stakeholders’ interests, but also the
large size of multi-stakeholder Boards, greatlyéase the costs of collective decision-making
compared to single-stakeholder FTOs. This is whytirstakeholder Boards are generally
found in larger FTOs able to bear these costs ajoy ¢he advantages of control and expertise
on the missions that are clearly more multidimemsicchan in smaller, single-stakeholder
FTOs. Let me now examine two types of stakehold@rsvhich the involvement generally
appears too costly: customers and producers.

2.5. Transaction cost arguments to customer and produceswnership

The three categories say little about customers @nodiucers. The reason is that these
stakeholders are rarely dominant in FTOs’ goveraatouctures; when they are present, they
coexist with other stakeholders. Let me examineattgeiments explaining such a situation as
well as the reasons that lead to a number of exoept
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2.5.1. Customers

Only two FTOs in the sample have organised the dbimvolvement of customer§® In the
case of Soli'gren, for instance, such an involvetrisrdue to the legal requirements of the
SCIC form (on which | will come back in the nextagter). Nonetheless, according to
Soli'gren’s managers, besides providing additiarmadtrol, such requirements allowed the FTO
to understand customers’ expectations and to haeel-back, not only on Soli'gren’s
commercial offer, but also on its various educaaod public awareness activities. Moreover,
customers’ involvement may increase their loyatigng the lines of Hansmann’s (1996)
description of the advantages of customers’ owngrs#fowever, the fact that such a solution
would not have been set up without legal requireireand the fact that few other FTOs have a
similar system, illustrates the high transactiostsdinked to identifying motivated customers
and organising their representation. One way tagedhese costs is to give incentives for
customers to identify themselves. Cafédirect presichn interesting example, with the
possibility of subscribing to “Friends of Caféditegia the website and gaining a number of
advantage$®” The “Friends” then elect their representative oafé@irect's Board. Max
Havelaar Belgium also had a similar system of ffdg”, but it did not meet a large success and
thus disappeared. In fact, such a system of origgncsistomers seems useful when (1) there is
no system of volunteering that allows enthusiastistomers to get involved, and (2) the FTO
is large enough and has resources to devote to it.

2.5.2. Producers

Producer involvement, while probably responding toormative trend (see next chapter), may
also be examined as a cost-reducing device. Mai@sFbmplain that ensuring the quality of
the products is very costly. “Quality” may referttee material aspects as well as to the respect
of the FT criteria. Solutions exist for FTOs to trohthe quality of both the products and the
social and environmental conditions of productibhe label provides a range of guarantees on
these conditions. But, although the label is lesstlg than, for instance, regular visits to the
producer organisations with the aim of controllthgm, it still has a cost, both for the FTO and
for the producer organisation. Another solution Wdobe to have a network of trustworthy
persons in the local countries and to ask themegotiate with and control the producers.
FTOs such as Latino, Silver Chilli and MMH-MFT hadeveloped such a system. But this
means paying people and ensuring that they willimdhe interests of the FTO-a typical
agency problem. An extreme variant of this is witem FTO itself organises the production
process locally. Souffle de I'inde provides a strtkexample in which a textile workshop in
India was created and funded by the FTO itselfn3aation costs, which are potentially very
high, are lowered in this case by the fact thatffBode I'Inde is composed of volunteers who
were already in a close relationship with Indianfediving in India and others used to regular
travels).

1% |ndeed, each FTO is governed by people who arelikely to be customers of the FTO. But it is tiogir
principal relationship with the FTO: they are prithavolunteers, employees etc
167 Advantages include special offers, free “goodmst regular news about the FTO.

193



For most FTOs, producer ownership can be seen rasra efficient cost-reducing device.
Indeed, involving producers allows them to feel encesponsible for the FTO’s business and
to search for a stronger convergence between theests of their organisation and those of the
FTO, as Pfeffer and Salancik (1978) underline tkheaatages of “cooptation” (see last
chapter). This finds an echo in the interview wWithfédirect’s former manager:

Having producers on the Board is not only symbdglid. They have the opportunity to
better understand the constraints of our busin@sel they have the incentive to find
solutions. [As a result], producers are definitelyore committed to the partnership
since they own and govern our business.

However, having producers in the capital and onBbard does not only have advantages.
Firstly, there are the costs of inviting produger8oard meetings, to share regular information
and get feed-back, etc. Secondly, when partnersgxis$ with several producer organisations,
costs derive from the selection of the produceapoigations and the balance of their interests
in relation to those of non-involved producers. sTi8 one of the reasons put forward by
Traidcraft’'s Chief executive to explain the inadaqyof such a system in this case, when there
is a high number of producer organisations. These d¢osts of collective decision-making
induced by producers’ involvement in ownership @ialg explain why only few FTOs have
adopted such a system.

There are, nevertheless, solutions to decrease tbests. Again, Cafédirect provides an
interesting example, through the recent creatioa cdmpany specifically devoted to group the
producer partners of Cafédirect. Instead of diyeaticluding producers in Cafédirect’s
ownership, the FTO encourages producers to joinfédigect Producers Limited” (CPL),
which holds shares in Cafédirect. This allows albducers to participate indirectly in
Cafédirect’'s governance at a much lower cost. lddessemblies of CPL are organised in
different places in the South, so as to allow #rgdst number of producers possible to provide
input to and receive feedback from CPL’s involveiman Cafédirect. Yet, this requires a
sufficient size to set up a specific structure araintaining it over time.

Co-ownership can also be developed on the scalmaller FTOs. There are examples of
associations between entrepreneurs in the Nor@meinSouths to create common ventures: in
the sample, Satya and Karawan started in such a lwaloth cases, however, producers
withdrew after a short time, compromising the sypgiain and pushing the entrepreneurs in
the North to redevelop their business albfielhe costs in this case are not so much linked to
collective decision-making, but rather to a morpidgl “lock-in” problem in which the two
participants in the transaction share assets tteacmcial for each of them. In conclusion,
whatever the size of the FTO, producer involvemefiérs an interesting illustration of
stakeholder involvement as a cost-efficient sohutio

188 At least, this is the point of view of the two F¥@nanagers.
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Conclusion

Using a contractual approach to understand FTOgarosational forms appears useful in
several ways. First, legal forms adopted by FTOslmlinked to a certain extent to the types
of goods produced by these FTOs. FTOs involved amlgrivate good production tend to
adopt a business or individual legal form, wher&d%s involved also in public good
production tend to favour the nonprofit form. Désgheir diversity, cooperative FTOs can be
viewed somehow in the middle of this continuum. &htlveless, many exceptions exist in
which the legal form that would theoretically sesrast appropriate given the goods produced
is not chosen. The costs of ownership may shediaddi light on the adoption of particular
organisational forms, independently from the typéggoods produced. For instance, when
founders are very few, the most efficient solutiikely to be the individual form, even when
there is a strong focus on socio-political actesti At the other side of the spectrum, the
emergence of group structures can be explainedadmgdction cost arguments (information,
accountability, etc.) when the size and compleaitiF TOs increases.

The presence of particular stakeholders in the mavee structures may also be linked to a
certain extent to the types of goods producedyvetiacused on the controlling functions of of
governance to explain this link from a contractsi@ndpoint. Volunteer-based FTOs seem to
differ from manager or shareholder-owned FTOs eirthigher level of political involvement,
their lower degree of economic activity and thewér proportion of commercial resources. On
the other hand, we have seen that the presendeadh®lders or the managers themselves in
the governance structures does not automaticabyltran a higher level of economic
involvement. Multi-stakeholder FTOs seem to comhhigh levels of economic and political
involvement. The relationship between goals and/iies on the one hand, and stakeholders
on the other, can nevertheless be considered imiays. It may be the preexisting focus that
attracts particular types of stakeholders. But @ymalso be the presence of particular
stakeholders that reinforces the focus: furtheegtigation based on case studies is required to
understand the sense and the nature of such amnslaip. Finally, customers’ and producers’
involvement have been analysed as devices thatlyoth additional costs and allow sparing
of other ones.

In conclusion, the contractual approach allowsddretter understanding of why FTOs adopt
diverse organisational forms. However, we find salvexceptions of organisational forms that
may seem illogical from the standpoint of the tym#sgoods produced or of other cost-
reduction arguments. Moreover, this approach sdyle labout why FTOschoose the
production of certain goods over others. The néapter will examine whether sociological
neo-institutional arguments may answer these permlilestions.
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Chapter 7 — A sociological neo-institutional view
organisational diversity

As mentioned in the theoretical chapter, sociolalgicew institutionalism focuses on the
influence of institutions—understood in a broadsgeion organisations, particularly in the sense
of constraining or even imposing organisationaldwebur. Such an institutional determinism
can also be captured through the notion of “paffeddence”: organisations are constrained by
the previous choices made by the pioneer actora freld (e.g., Schneiberg, 2007). The
observation of organisational diversity, howeveggms to contrast with neo-institutional
authors’ predictions and descriptions of graduamisrphism rather than diversity. One
possible reconciliation would be the link betweawmnorphism and the field’s maturity,
suggesting that diversity in FT is a consequencehef young age of the field. This is
inconsistent, however, with the observation thatedity has been increasing over time.
Another characterisation that may apply to FT iattls has emerged precisely to fill an
“institutional void” between the market and theikcsociety. As a consequence, it is logical
that traditional institutional pressures from thdsglds do not directly operate, thereby
avoiding isomorphism. This is consistent with Nith@and Cho (2006) who suggest that social
enterprises are inherently disruptive for existimgtitutional orders and are welcomed
positively precisely because of their capacity $oagpe isomorphic pressures. Yet, | would not
risk saying that FTOs are definitely disruptive aiaghable of escaping the powerful attraction
of the market institution. Before trying to drawpig conclusions, let me analyse the neo-
institutional propositions more in detail, examipito what extent the institutional pressures
they identify may be operating in the FT sector had FTOs are affected by them.

In the first section, | take a global look at thermative trends in the sector, examining the
organisational consequences of the three succesisases of institutionalisation distinguished
in the first chapter. Normative pressures are @algrly examined through Meyer and Rowan’s
“myths”. In the second section, | look at the diima in the four regions of the sample to see
not only how the global normative pressures arpesteded at the local level, but also how
possible local coercive and mimetic influences ratigct FTOs’ organisational forms. Finally,
the last section summarises the different presstiies to examine how they are intertwined,
and lists a number of reasons that may explain evggnisational diversity still persists.

1. Global institutional pressures — a historical perspctive

Neo-institutional authors suggest that institutiop@ssures influence the forms organisations
adopt. To examine these influences, it is necesgarynderstand the nature, scope, and
evolution of the institutional forces in an orgatienal field (e.g., DiMaggio, 1991; Scott &
Meyer, 1991). Powell and DiMaggio (1983:65) defittee process of “structuration”, or
“institutionalisation”, as consisting of four part&an increase in the extent of interaction
among organizations in the field; the emergencesloarply defined interorganizational
structures of domination and patterns of coaliti@am increase in the information load with
which organizations in a field must contend; ané ttevelopment of a mutual awareness
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among participants in a set of organizations thayt are involved in a common enterptise
While neo-institutional authors take entire fields the level of analysis (Kraatz & Block,
2008), | will rather focus on therganisationspracticing FT. | thus adopt a different
perspective from those authors who take therfeemenas the level of analysis, seeing it as a
social movement that is in the process of insbndiisation—i.e., of transition from a marginal
position to a much broader acceptance by and infei®n a variety of actors (e.g., Gendedn
al., 2009a; Nicholls, forthcoming). Of course, thos® tevels are closely interconnected: the
institutionalisation of FT through mainstreamingstadl level-has resulted in a new way of
practicing FT at the organisation’s level. Convirsahat | have called the “third wave”,
consisting of entrepreneurs developing a FT agtinta quite innovative way, is likely to
contribute to the institutionalisation of FT at tlgobal level. It is important, though, to
remember that | focus on organisational practiced &orms in FT when speaking of
institutionalisation.

In this section, | aim to expand upon the threétutsonalisation phases mentioned in the first
chapter by exploring how trends, norms, and valobserved during these phases have
influenced FTOs’' organisational forms. In terms \@riables, | try to interpret the links
observed among organisational forms, age, and igapfiles through the lens of the three
institutionalisation phases. For each of themaitdby describing the principles as well as the
dominant norms and values. Such norms and valugsb@acaptured through the notion of
“myth”, as suggested by Meyer and Rowan (1977) éeebened, for instance, by Townley
(2002). Then, | look at how these values and myidnge concretely translated into specific
legal forms, architectures, and governance mooelsTOs.

1.1.Foundation

Principles and values

As previously mentioned in the first chapter, thestfinstitutionalisation of a FT practice
happened after the initial foundation of the moveti®y the FT pioneers, throughout a period
that spanned across the 1970s, 1980s and earlys.19®Qhat time, the participants were
strongly rooted in civil society and had a cenpalitical vision (e.g., Gendron, 2004a; LeClair,
2002; Raynolds & Long, 2007; Renard, 2003) (Low &venport, 2005b; Wilkinson, 2007).
Their intent was not only to set up their own “faiiading rules and practices, but to increase
awareness in the general public, governments, amqbrations, about the need to make trade
fairer (e.g., Wilkinson, 2007). They saw FT as dtermative to capitalism and called
themselves “alternative trading organisations” (®@g"). Products were sold in worldshops
with little emphasis on quality but much more odidarity. Rather than only selling to
consumers, it was all about educating and “po$itng” citizens. The focus was on supporting
marginalised producers and fostering their deveknand autonomy, not only in economic
terms, but also from a social and political standpd his included the promotion of solidarity
and economic democracy, which can be considerddeamajor “myths” at that time period.
Partnerships with producer organisations were offmiitically tinted”, and certain FTOs
deliberately supported producers in socialist coest(such as Cuba and Nicaragua). Besides

197



solidarity, economic democracy appeared as a nwjtarion for choosing producers, who

needed to be organised democratically and own trganisation (typically a cooperative, but
other similar forms exist). Solidarity and econordemocracy were more important than the
quality of the products, which thus tended to be.l&uch lower quality, as well as the
distribution strategy based on worldshops, led tow market penetration (e.g., Low &

Davenport, 2005b). Important actors were the differnetworks created by the pioneers
(IFAT, EFTA, NEWS], etc.) as well as large NGOsoiwed in the foundation of FT.

Organisational implications

In terms of legal forms, the data clearly show pihevalence of the nonprofit form in that time
period. Such a form without formal owners and withany profit distribution is clearly suited
to values of economic democracy and solidarity. Titerviews illustrate the “taken-for-
granted” nature of the nonprofit form at the creatof FTOs by groups of citizens. As reported
by the manager of a French nonprofit pioneer FTaDiHat time, all FTOs were created with a
nonprofit status. It was unimaginable to even thofkadopting another legal form. Any
business-form FTO would have been forced out ofmineemerit Even more interesting to see
the trend effect is when he addsg:dur FTO had been launched now, I'm quite certhiat we
would have chosen a business status. It is judtgfathe current trend, as the nonprofit form
corresponded to that of the early tirhe&’

The democratic drive may also explain why FTOs segto increase their business dimension
have chosen the cooperative (rather than the asifierm and tried to connect themselves to
the larger cooperative movement. The vision of I aamodel of “cooperation among
cooperatives” extended such a democratic drivehéointer-organisational level (Crowell &
Reed, 2009). The construction of IFAT as a demaxrfatum gathering producers, importers,
and worldshops,—despite their very diverse formasniglustration of this vision.

In terms of configurations, the strength of the deratic myth explains, from my standpoint,
why pioneer FTOs have apparently “skipped” theepreneurial stage and directly developed
as missionaries, with astrong system of internal beliefs, built around thrganization’s
missiori (Mintzberg, 1984b:210). Indeed, FTOs do not seemhave waited to reach a
sufficient size and age to pursue mission goalserathan system goals—in the first place
survival. This might seem in contradiction with tim@tial setting of most organisations
(Mintzberg, 1984b). But, in fact, the interviewsir(finstance, at Oxfam-MDM and ADM
shops) suggest that system goals were preciselsuedrthrough pursuing mission goals.
Indeed, rather than constituting a preliminary ebod for pursuing mission goals, survival,
and growth were rather a consequence of the ifdals on the social and political missions. It
is through the development of such missions thamger FTOs managed to attract resources
(from volunteers, donors, public authorities, ett)gain legitimacy, and thus to survive and
grow. This is particularly striking, for instancat Oxfam-MDM, which developed mainly
thanks to voluntary work and subsidies. The commknesources—through sales in the

189 Authors’ translation; nonprofit is originally “assiation”.
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worldshops—were initially an illustration of thecg mission rather than a condition for
pursuing the latter.

Together with mission-centred coordination, we haeen that adhocratic functioning was
common, typically to organise punctual educatiomgaigns or to support producers in a well
defined context and period. At Oxfam-WW, for ingtaninitial partnerships with producers
tended to be considered “solidarity projects”, &amy to the perspective of most NGOs.
Groups of volunteers gathered around one spediimership and promoted a given product
during a specific period of time, typically follomg the political context’® Despite the
normative environment promoting democracy and @adtion, however, leaders emerged
from these citizen groups and brought about moregraksed, entrepreneurial coordination.
Moreover, organisational growth tended to tempeamemic democracy and hand over the
strategic decision-making (typically in terms obg@ucer support) to employees who developed
more standardised and bureaucratic procedures.tiveetkey decisions in terms of producer
support remained in the hands of volunteers thrahglpartner commissions”.

In terms of governance, it was important not ormdypromote democratic decision-making
among producers, but also to be organised demcaligtiwithin the FTO'"* In pioneer

nonprofit FTOs, volunteers, and employees were simautomatically members of the
organisation and received equal voting rights at@eneral Assembly, in conformity with the
democratic model (Cornforth, 2003). Hierarchy wasially rejected, as were strong salary
differences among workers. This is a clear exangpla mission goal that pervaded in the
organisational structure—a defining feature of &%inary configuration” (Mintzberg, 1980).

While the myths of solidarity and economic demograave been powerful in shaping FTOs’
organisational forms in the early decades of F&ythave progressively declined with the
subsequent institutionalisations. It is worth ngtthat pioneer FTOs themselves have allowed
for and encouraged the emergence of new ways ofigray FT that lessened the importance
of economic democracy (Crowell & Reed, 2009), aswilesee further. While solidarity and
democracy remain key values for a certain numbdfiads, the interviews suggest that (1)
these FTOs have become a minority that is no long@nesentative of the FT landscape, and
that (2) other myths have progressively outstrippieat of economic democracy, even for
pioneer FTOs.

1.2.Mainstreaming

Principles and values

As described in the first chapter, the second tutstnalisation corresponded to the
development of FT labeling by national initiativesg., Max Havelaar) in the late 1980s and
1990s, the subsequent distribution of FT produmtsugh mainstream channels, and the later

10 For instance, Nicaraguan coffee imported by Oxi&4MW from the start of the 1980 revolution.
11t is worth noting, for instance, that three ledef nonprofit pioneers mentioned the importanecmnomic
democracy when commenting my list of goals (sdb Ghapter).
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grouping of the labelling initiatives into the FLi@beling umbrella in 1997. Labeling opened
the door to mainstreaming and offered an oppontuioit the radical growth of the sales and
recognition of FT. Several authors comment on thi#issin practices and values that derive
from mainstreaming, typically in terms of produsgipport, which is described as evolving
from “solidarity” to “market” (Poncelett al, 2005), from “relationship” to “information”
(Ballet & Carimentrand, 2008), from “partnership’control” (Charlieret al, 2007), etc. The
core concept is that of “market access” for prodgsioehich is the most straightforward avenue
to improve their livelihoods and their autonomy.eTtrelatively informal partnership rules
applied by pioneer FTOs are replaced by more fbrenigeria developed by FLO (e.g.,
Gonzalez & Doppler, 2006). As a result, economimderacy is much less central, as the
inclusion of plantations illustrates quite strikipg(Reed & McMurtry, 2009). The main
concern becomes impact, as stated by this mandger:are relaxed about structure of
producer groups, as long as benefits flow to disatlyged producefts

| identify three closely related “myths” in the ddgtion of this shift: market-orientation,
professionalisation, and accountability. Marketatation entails a stronger reliance on market
resources and mechanisms, with more attention mgwuoers’ preferences and techniques to
lure consumers and increase sales. Professiomaisather refers to quality improvement and
efficiency, implying higher productivity, employéespecialisation, cost reductions, economies
of scale and scope, etc. Although these two mythad on different elements, they are often
seen as being synonymous. It is worth noting, rbetgss, that while professionalisation is
often necessary to increase the market orientapoofessionalisation does not necessarily
require a higher market orientation (see the d&ons on professionalisation in the
worldshops, e.g., Gateau, 2008; Ozcaglar-Touloeseal, forthcoming). Thirdly, as
professionalism and market-orientation are jugtifiey the need to increase the impact on
producers, there is, logically, a growing drive fmrcountability regarding an impact. The
constant pressure for tangible proofs of impacpaducers can be considered in my view as a
“myth” on its own. The corollary was expressed byanager as follows{ijf we work on how

to increase value through sales and profits, we adsed to work on how to make sure that
producers gain the largest possible part of thdtiea

System goals such as economic growth, efficienay profit-making gain importance in
comparison with traditional mission goals. Or, mprecisely, the growing pursuit of system
goals is increasingly justified by their contrilarii to the mission goals. As stated by the
manager of a cooperative FTO:

Making profit and increasing market shares are aot primary goal. But we have to
increase sales and run the business in a profeabway if we want to provide good
deals for the producers; and profit is necessaryn@ke the business viable and to be
able to pursue our mission on the long term

To summarise, in the context of mainstreaming eit@omic dimension is strongly reinforced

as the main tool to achieve the social missionjiteathe political dimension in the periphery
or, at least, not as a central and necessary etdimepracticing FT (Gendroet al, 2009b).
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The best illustration of this evolution is the pagation of mainstream businesses that rarely
share the broader political agenda of the FT mowme

Organisational implications

Labeling and mainstreaming are not only charaadrisy the participation of “for-profit”
companies in FT: they also have important consempsfor FTOs themselve$Some pioneer
FTOs start collaborating with mainstream retaileysimporting and developing FT products
for them. In the sample, Oxfam Fair Trade, Fair déraOriginal, Traidcraft, and CTM
Altromercato are examples of such collaborationthe©FTOs have been created specifically
to develop products for mainstream channels: Cedédiis a typical example. These
partnerships, constituting what Crowell and RedD call “social economy dominated value
chains”, have clear consequences on the orgamshtiorms of the FTOs involved. In the
interviews with FTOs involved in mainstreaming, thierm “professionalisation” was
particularly present. This, however, has translatefd various organisational practices,
confirming that professionalisation is a vague amcbivalent myth (Lawrence & Suddaby,
2006). It is worth noting that professionalisatitas also reached pioneer FTOs not involved in
mainstreaming, as a spill-over effect.

In terms of legal forms, cooperative, and busirfessis have been preferred to nonprofits, as
the data have clearly shown: existing nonprofit ETe@9olve to cooperatives and newly created
FTOs adopt cooperative or business forms. Followieg-institutional arguments, such an
evolution can be considered as a symbolic reflactibthe drive toward professionalism and
market orientation. Yet, through the emergence miug structures, it appears that such
orientation may be only partial. Indeed, while &t jpd the group FTO still embodies economic
democracy and solidarity through a nonprofit, voedem-based, and politically active form, the
other part is aligned on rather market-based valaed language. Following Nicholls’
(forthcoming) distinction of social entrepreneugsim the FT context, this may be seen as a
coexistence of “social enterprise” (type 1) andcfabinnovation” (type 2) logics. From a
sociological neo-institutional standpoint, groupustures can thus be seen as hybrid structures
that reflect the duality of the institutional presss at their creation. Certain authors note that
the pressure for professionalisation of the econamiivity may have a spill-over effect on the
socio-political activities of FTOs (e.g., WilkinspR007). But the interviews also suggest that
the confrontation between the new norms and vatoepled with mainstreaming and those
promoted in the foundation period may be translatethe organisational level and result in
tensions that reflect the paradoxes of the broamkgitutional pressures (Kraatz & Block,
2008).

Let me take the example of Oxfam-WW and the coffa@porations. Oxfam-WW'’s
campaigning department and volunteers criticisegarations such as Douwe Egberts for their
unethical trading practices. Yet, in the meantiMax Havelaar was negotiating with Douwe
Egberts and other corporations to make them li@)ssrategy that was welcomed positively
by certain people in the commercial department.r@leas thus a fundamental disagreement
among certain employees of Oxfam-WW about how tal dagth Douwe Egberts: through
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confrontation (political side) or through collabboa (economic side). The evolution of
Oxfam-WW into a group structure did not suppress disagreement, but rather separated and
specialised the two sides. The interviews in OxiaW/ and in other group structures showed
that it was rather the commercial entity that ckdrautonomy from the socio-political one.
Being able to take the business decisions withgstesatically having to consult the
campaigners and the volunteers was a concrete tdmiding to the structural specialisation.
Campaigners and volunteers, however, were reludtasee the economic side acquire too
much autonomy and tried to obtain control devidesi(istance, in Oxfam-WW, the nonprofit
entity and the worldshops hold a guaranteed mgjaitthe cooperative’s shares, and the
Board is common to the two entities). In fact, gneup structure as a whole can be seen as a
compromise between the people and units embodyiagdifferent dimensions of FT, in a
context of increasing specialisation (WilkinsonQ2}

In a neo-institutional perspective, as put forthNdgyer and Rowan (1977), the fact that the
commercial departments have gained power and ammpnthanks to the process of

mainstreaming can be seen as a consequence alcdhthdt they embody the most recent and
powerful rationality—those striving toward professlisation and market-orientation. For

instance, the evolution of Oxfam-WW’s commerciapagment into the cooperative Oxfam

Fair Trade was decided in the first place to praifesalise the import, distribution, and

marketing functions, and to appear more “creditbbetommercial partners. Even if coercive

pressures from subsidising authorities also exglancreation of a specific commercial entity,

the managers explained that collaboration with supekets such as Delhaize and Colruyt was
a major driving factor behind such an evolution.

In terms of producer support, while the purchagiegson or department in FTOs already had
more importance than in other types of organisatieuch importance has, in my view, been
strongly increased by the “myth” of accountabilily.many pioneer FTOs (e.g., Oxfam-MDM
and Oxfam-WW), “partner commissions” controlled bglunteers have gained increasing
importance, as one manager reports:

The partner commission is now directly accountablthe Board of Directors. We have
invited representatives of NGOs who know the fielgbin the commission. We have
asked them [the partner commission] not only teesnrand select new partners, but
also to make regular assessments of the impactawe d&in all our partners. This is not

only important for our volunteers and employeeg,diso toward all our stakeholders

who want to know if we really improve producerselihoods

As we can see, the increased focus on impact opriteucers has been linked to increased
pressure for accountability. While several largeOBThave launched impact assessment
programs (Cafédirect, Traidcraft, Oxfam-WW, ADMc¢t the results have not necessarily
been convincing because the difficulties and biaseketermining the specific contribution of

FT to the producers’ situation (see, for instaf®@nchi, 2002). This is why certain FTOs have
worked together with NGOs, networks or universitiesgain a more neutral assessment of
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their actions.’? The complexification of the organisational struetuthe reinforcement of
departmentalisation, and the drive for accountigtdre likely to lead to bureaucracy at all the
operational levels, including producer supgéttin my view, it is thus not only age and growth
that have caused bureaucratisation, but also thelviement in mainstream channels, and,
thereby, the need to conform to the broader expentaof professionalism and accountability.

The drive for accountability may also explain paftthe growing trend toward producers’
representation in the governance structures (sadBa#édirect and Twin). In Cafédirect and
Twin, producer organisations hold shares (respelgti®? and 64%) and thus participate in the
GA. In each case, two representatives of the pmdusit on the Board. This is not a
coincidence, since we know that Cafédirect was dednby Twin (together with three other
pioneer FTOs), and that Twin developed a similadeh@f producers’ inclusion in the other
FTOs it contributed to founding (Divine Chocolatgrofair, and, more recently, Liberation).
In all these cases, producer ownership may be agenresponse to a search for legitimacy,
even though the FTOs’ communication presents tegoataneous initiative, for instance:

It is our deep conviction that it is necessary. Want to give the control on our
organisation to our partner producers so that tlegsure the greatest possible impact
on their communities. It is a signal both interyadind toward external stakeholders to
remind who is guiding our action

In my view, the fact that all producers are notoaudtically represented and the focus on
impact lead me to suggest that producer ownershigther a translation of the myth of impact
on producers, loaded with drives for legitimacyotigh accountability, than an extension of a
pre-existing dynamics of economic democracy antigiaation (first myth) to a broader array
of stakeholders. In fact, given the difficulties fstematically displaying their impact on
producers, the latter's ownership allows FTOs to dagitimacy in a more stable and less
demanding way’* This explanation is quite different from the oreveloped in the previous
chapter and illustrates the respective foci of botitutional approaches on, respectively,
legitimacy versus efficiency. Finally, several miews in other mainstream-oriented FTOs
suggest a growing interest in the two British exlspthus indicating a likelihood of mimetic
behaviour in the future.

172 several impact studies have been conducted by adesi®r external NGOs at the request of FTOs (e.g.,
Ronchi, 2002). On a more longitudinal basis, Caff&di has decided to systematise impact assessrments
collaboration with Social Enterprise London.

73 Moreover, the increased bureaucracy in produgepat is likely to be reinforced by the labelingpess.

17 1f we translate this into Suchman’s (1995) didiimes of legitimacies, it would correspond to “stiural
legitimacy”-the fact that producers own the FTO méaklegitimate—rather than “consequential legitiyiathe
FTO is legitimate because it proves to have airgghct on producers.
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1.3.Entrepreneurship

Principles and values

The third notable evolution in the FT practicet+dtibm the FTOs’ standpoint—has been the
emergence and recognition of small entrepreneudatures, often constituted as businesses,
and totally dedicated to Ff° It should be noted that the “institutionalisatioof this new
practice of FT is currently occurring and resulfstiee multiplication of FT entrepreneurial
ventures but also of their promotion by FT netwoiRegional and national FT networks and
support structures have played a major role in ibggrd’®, as well as promoters of (social)
entrepreneurship such as chambers of commerca)dsgsschools, foundations etc. From a
neo-institutional perspective, the emergence of tlew type of FTOs and its promotion by
networks and stakeholders may be seen as reflegtbrgader drive for entrepreneurial action
in the social field, i.e., for social entreprendips Although few FTOs explicitly mentioned
this concept, we can identify a number of valued practices that bring this “third wave” of
FTOs closer to the dynamics of social entrepremémithan the previous two wavé§ which
were closer, in terms of organisational formsh@ EMES conception of social enterprise.

A first value that manifested itself in the inteaawis was the importance of the individual
entrepreneur as the central figure, not only in Mw@th, but also in some cases at the
producers’ level. The history and the “vision” ¢ietentrepreneur thus take a much stronger
place in the practice of FT—and, as we will seehendesign of the organisational form—than in
the FTOs of the previous waves, generally createdyioups of citizens or coalitions of
organisations’® As the data suggest, new FT entrepreneurs oftea habusiness education
and/or experience and have started their projeet &favels to the South during which they
have met producers and developed their specifisiomal’ of partnership. For many of these
FTOs—but not all of them—, smallness is a choicd anvalue in itself. This appeared
particularly strongly among members of the Mingawaoek in France, but also in the three
other regions. Smallness, at least in the discoigggesented as a way for the entrepreneurs to
keep the control over their initiative and avoic tperils of formalisation and bureaucracy.
These perils are at the core of the criticism tamarge, institutionalised FTOs, in which
producer support is seen as impersonal and grosvtheaonly objective. Again, this was most
explicit in the discourse of Minga members. Butrewther FTOs showed certain defiance
toward a scaling up that would compromise the pwoelationships—including with the
customers—and the social innovation.

17> As already mentioned, this does not necessarilgnntieat 100% of the products are strictly spealkifig but
that the majority of them, with the remainder beauherent with the FT principles (local FT, so@abnomy,
organic, etc.).

7% Examples include Equisol and the PFCE in Framue tlae Trade for Development Centre in Belgium.

" This is not to say that social entrepreneurialasiyits cannot be found in the two previous waveseaally in
the context of mainstreaming). But the individuahtred, innovative, and risk-taking description sufcial
entrepreneurial dynamics has been much more etiplatiserved in FTOs of the “third wave”.

178 \Which does not mean that entrepreneurs have agégla major role after the initial foundation.
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Innovation is precisely a second value shared bgdlithird wave” FTOs. While FT itself can
be seen as a social innovation (see first chaptet)previous FTOs have regularly shown both
social and economic innovation, more recent FTQe li@en obliged to innovate even more to
find their place in the sector. Such innovation hemifested itself mainly in economic terms,
through “new” products compared to the traditiofwald and handicraft (cosmetics, garments,
etc.), or new distribution channels (B2B, Internet¢.). But we can also witness social
innovation, for instance, in the emergence of “logair Trade’® or the intent to increase
social impact along the supply ch¥fhOzcaglar-Toulouset al, forthcoming).

Another convergence with social entrepreneurshithés central place of risk-taking. While
pioneer FTOs have grown gradually and have beetlypinanced by non-commercial
resources, and while FT companies designed fonthi@astream (e.g., Cafédirect) have been
initially supported by well-established pioneefrs entrepreneurs from the “third wave” seem
to take more risks. Relying exclusively on marketaurces and often engaging their personal
belongings to constitute the initial capital, FTirepreneurs are less shielded than older FTOs,
as the collapse of Citizen Dream and Emile seerskhadov.

Finally, the values of the previous institutionatien, professionalism, and market orientation,
are also central in this case. Professionalisnspe@ally raised by new FTOs to distinguish
themselves from pioneers. The use of volunteer wswksidies, and donations, is generally
rejected and sometimes presented as disloyal cdrmopetlt is striking to note that the
professionalisation of most pioneer FTOs in thetexinof mainstreaming was ignored, or
minimised in several interviews with new businemsy FTOs. Indeed, there is a very rooted
image that, until now, most FTOs have been run diynteers in a non-professional manner.
Such an image is especially strong in Belgium anBrance, where respectively Oxfam-MDM
and ADM are seen as the typical example of volunteen-professional FT and extrapolated
to all the historical FTO¥' Consequently, they see professionalisation asah specific to
their organisation that differentiates them fromsinather FTOs, rather than as a value shared
by the majority of FTOs. It is as if the myth obfessionalisation was so deeply rooted that the
managers considered it as their own finding. Sutdkéenh-for-grantedness” is typically
described in the sociological neo-institutionadt#ture.

Market orientation, while shared in terms of incemie variable in terms of meaning. Certain
FTOs look for growth opportunities in mainstreanamrchels, for instance, through sales to
businesses (e.g., Signaléthique and Ethic Stoteer@TOs prefer specialised shops, either to
maintain personal relationships with customers.(d&gicerie équitable), or because of their
political motivation. This is especially observech@ang Minga members whose small-scale,

9 |n France, Italy, and Belgium, it is new FT shafat first proposed local products (for instanaganic wine
from Rhéne-Alpes winegrowers, food produced onli@itifields taken back from the Mafia, etc.). Theseducts
have been considered coherent with the “traditioBaluthern FT products and have generally beenesstal
among FT consumers.

180 For instance, having the products transformedagkaged by work integration enterprises or sméams, or
looking for more ethical transportation and stormgnpanies.

181 Most of these new entrepreneurs have thus linfiteniviedge of the changes that certain pioneer Fidye
undertaken, as described in the previous sectarir(§tance, at Oxfam-WW).
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alternative initiatives reflect their political opgition to the mainstream and to capitalism in
general. In such a context, it is worth noting thiadre is less insistence on accountability.
Indeed, if the entrepreneurs have personal relgtips with the producers, they are more
likely to observe the impact on a more regular anfiokrmal basis. While the conception of the
economic and social dimensions is relatively homeges among new FTOs, the political
involvement depends much on the entrepreneursépetes.

Organisational implications

The most straightforward organisational implicatmnthe previously mentioned values is the

entrepreneurial-though also missionary—configuratithe single fact that individuals engage

alone in the FT activity is symbolic and contrasith the previous two phases. When there are
a number of employees, coordination is ensurechbyehtrepreneur. Rather than a formal set
of rules, it is the entrepreneur’s vision that daeiees the strategy. Employees are often
polyvalent and may be mobilised according to thestmogent tasks, as the case of Saldac
illustrates. Consequently, governance structuresrenager-dominated. As mentioned in the
fourth chapter, the possible presence of invesganserally friends or family—does not change

the governance model of managerial hegemony.

In terms of legal forms, we can clearly see theaotpof the professionalism and market-
reliance myths. Not only is there a preferencelesiness forms, but also explicit defiance
toward nonprofit forms. The interviews with the mgers of two FTOs (a Belgian one and a
British one) include direct illustrations of sucéfidnce:

We didn’t want to create another [nonprofit] assaitdn of volunteers advocating for
Fair Trade. We wanted to create a true business witrue business form. We didn’t
want customers to buy our products only becauskeo$ocial goal. We wanted to show
that we could be an ethical business with sociahdards as high as Oxfam but with a
much stronger economic dynamics and thus a muohger impact on producers

The shop must be a viable business if it is nbetdismissed as charity.

It is interesting to note that the feeling of beiftiige only one to be professional” seems to
decrease with involvement in a network. Newly aedafTOs with a stronger economic focus
are often more interested in joining networks arah ¢hus see other FTOs similar to
themselves. Nevertheless, the desire for diffeaéioti through professionalisation remains
strong and the business form is one way of doing so

The Italian FTO “Esprit Equo” is an interestingustration of a strong differentiation process.
As previously mentioned, the vast majority of FT@sltaly are social cooperatives. On its
websité®? Esprit Equo puts forth its legal form as paritsfdistinctive identity:

182 \»ww.espritequo.comviewed on April 18, 2008
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The choice of a [business legal form] is motivabgdhe mainly commercial nature of
the activity and by the intent of demonstratingt thair Trade can be an economically
sustainable reality, located in the market, likeyather activity, if it is managed on a
continued and professional basf{my translation)

On the same web page, the statement that Espri Bgsubmitted to the normal tax rate of
businesses and that profits are used partly to menate the employees can also be seen as part
of the differentiation process. However, as if #r@ necessary to reassure the FT consumer or
operator, the managers immediately link the comparthe standards and vocabulary that are
commonly accepted in the FT sector:

The company aims to promote a critical and conscioansumption toward social
groups and citizens, claiming to fulfill the criterof the ‘Italian Fair Trade statement’
and of organic production. [...] Moreover, the stasitof the company guarantee that
part of each year’s profit should directly servestgpport the development of projects in
the context of Fair Tradémy translation)

The emergence of the myth of professionalisatiog aiso explain changes in legal forms. Let
me take the example of the French FTO Saldac, edeat 2000 as a nonprofit organisation
(“association”) and changed in 2002 to a business f(“société anonyme”). Here is how the
founder-manager explains the reason for that change

The form of ‘société anonyme’ is more coherentuovision of FT as a commercial,
albeit ethical, initiative. It reflects our will tareate a sustainable activity generating
employment, instead of a volunteer-based and sisksidactivity. It is a proof of

seriousness, quality and professionalism towardstaruers and our commercial
partners

Through the desire to rely only on market resoyrtles third institutionalisation has also

brought much attention to the business model for Far instance, the gathering of Belgian
handicraft FTOs to work on the improvement of treionomic model (SAW-B, 2008) shows

that the myth of professionalism has not only pdechinto the organisational structures of
individual FTOs but, more broadly, into the indiibmal shaping of the sector. Despite these
common general characteristics, new FTOs have dergrse forms and practices. Such
variety, added to their differences by comparisath wioneers, has strongly increased the
diversity of FTOs

1.4.Analysis and synthesis

1.4.1. Level of analysis

It is worth noting that if | had taken FT as a wdhals the level of analysis, then what | have
called the “foundation” phase could have been ctemed as the first step toward
institutionalisation—what Tolbert and Zucker (199&) “habitualisation”. Habitualisation is
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defined as the development of patterned problem-solving behasiand the association of
such behaviours with particular stimulf175). The “problem” is the unfair trading prasds
and the lack of market access for small-scale preiduin the South; the “problem-solving
behaviour” is FT; and the stimuli associated with &e the moral legitimacy induced by the
support from customers and, more broadly, the puighinion. “Mainstreaming” would then
correspond to the “objectification” of the solutjare., its replication and diffusion—-with the
risk of compromising the disruptive force of thdusimn (Nicholls & Cho, 2006), i.e., the
original intent of creatinglternativetrading relationships.

However, highlighting the institutionalisation oparticular practices of FT at the
organisational level we may witness habitualisation at each of thedhphases. At the
organisational level, Tolbert and Zucker charastehabitualisation agife generation of new
structural arrangements in response to a specifgaaizational [...] set of problems, and the
formalization of such arrangements in the polices! procedures of a given organization, or
a set of organizations that confront the same arilar problems (175). The “problems” or
iIssues are, successively: the need to establislnisagions able to engage in an economic
activity to concretise the desire for a fairer ingdsystem (foundation); the need to adapt to the
arrival of mainstream businesses (mainstreamingyl #e need for people with an
entrepreneurial profile to find new, more markeeoted ways of engaging in FT.

It is interesting to note that the diffusion of newganisational practices in mainstreaming and
especially in the entrepreneurship phases requaregrtain “desinstitutionalisation” of the
previous practices (Lawrence & Suddaby, 2006; @|it©92). Several quotations show how
managers of newer FTOs first needed to de-legigrthe pioneers’ forms and practices before
presenting their own as different and superior ieetimg their perceived goals for FT. In
several interviews (Oxfam-WW, MMH-MFT, Pangea-Nhdato a lesser extent, Traidcraft),
pioneer FTOs that have adapted their structure#abwith the mainstream clearly marked their
difference either in relation to their previousrfgror to pioneer FTOs that have remained in a
form characteristic of the first institutionalisai-nonprofit, volunteer-based, and adhocratic.
In both cases, such forms were described as inppate to sustain the economic development
of FT. FTOs specifically created by pioneers tachetihe mainstream (typically Cafédirect, but
also labeling FTOs such as Max Havelaar) had daimiscourse, as well as part of the “third
wave” business-form FTOs. Nevertheless, other Fif@m this last category undermined the
appropriateness of both the “first wave”, voluntbased, FTOs, and the “second wave”,
mainstream-oriented FTOs. Minga members in Franeaypically engaged in such a process
of de-legitimisation of the first two ways of prattg FT. | will come back to the FTOs’
strategies to create, maintain or disrupt insbigiin the next and last chapter.

1.4.2. Synthesis

Let me now briefly summarise the principles andaoigational implications of each of the
three institutionalisation phases.
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Table 53: Principles and organisational implicat®nf the three institutionalisations

Institutionalisations Foundation Labelling and Entrepreneurship
mainstreaming

Period 1970s-1980s 1990s 2000s

Vision FT as an alternativeFT as an  “ethical FT as an entrepreneuri
rooted in civil society influencer” activity

Producers groups Marginalised Large Small
Focus on economicEconomic democracy les€EEconomic democracy nd
democracy central central

Global relationship
Control by volunteers

Standardised relationship
Control by certification

Personal relationship
Control by managers

Dt

Products Guided by producer§ Guided by consumers'Matching of producers
habits and identity} preferences; focus qgnhand consumers’ needs;
guality not central quality focus on innovation

Distribution Worldshops, cataloguesSupermarkets Small and medium-sjze
churches, etc. shops; Internet and B2B

Resources Voluntary work Sales Sales
Sales
Subsidies
Donations

Networks WFTO, EFTA, NEWS! FLO, national initiatives Regidrand national FT

networks

Organisational
forms

Nonprofit
Missionary-adhocratic

Democratically and
collectively governed

Cooperative, business or
hybrid (group)
Missionary with
bureaucratic trends
Governance including
expertise (business +

producer support)

Individual and business
Entrepreneurial

Founder/manager-
dominated (possibly with

investors)

Among Powell

1.4.3. Normative

and mimetic pressures

and DiMaggio's (1983)

isomorphic fasce the

influence of the

institutionalisation phases through the diffusioh rayths can be described as mainly
normative The role of FTOs’ leaders in diffusing these nsyd#md translating them to the
organisational level echoes Powell and DiMaggiol®83) observation that normative
pressures are spread through formal education anidsgional networks. While, at first sight,
there do not seem to be homogeneous requiremanaf&ing in FT that would lead FTOs to
evolve isomorphically, driven by their managers employees, we have seen that the
managers’ past education and experience differetth whe organisational form. More
generally, we can consider that the current enwiremt that promotes values of innovation and
entrepreneurship is much more fertile for the emecg of business, entrepreneurial forms
than for the emergence of collective, volunteercrdasnd democratic organisations. Some of
the interviewed managers in new FTOs reportedttieadoption of a business legal form was
motivated by the fear of being misunderstood ocg@eged as too “alternative” by economic

209



stakeholders (customers, retailers, suppliersnpest etc.). A business form does not require a
particular explanation, while nonprofits or evenoperatives doing business may have to
justify themselves or to depict themselves as ‘@csnterprises” (Dart, 2004). The legitimacy
of the social enterprise approach is caused, acapiid Grenier (2006), by its successful
adoption of the language and practices of the legsirworld in order to be accepted by the
latter, a task in which traditional nonprofits hdesen less successful (see also Abzug & Webb,
1999). Legitimacy in the business world has eveshpd supporters of social enterprise to
emphasise the business-like forms and practicegleofatter much more than empirical data
seem to show (Grenier, 2006). The same can bef@aitie non-proven virtues attributed to
market incomes (Battle Anderson & Dees, 2006). é&dtth FT is only one among the
numerous fields that witness the emergence of lsentarprises, the support of a few FTOs’
founders and/or managers by social enterprise mksM@.g., Paul Rice in the USA, Penny
Newman and others in the UK) may anticipate a futeend of promoting business-like forms
and practices in FT through the normative chandetsribed by Powell and DiMaggio (1983).

The legitimacy of the organisational form, howevalso depends very much on the local
context, as | will examine in the next section. Whnany Belgian and British FTOs in the
study insisted that they were true businesseserdifit from nonprofit pioneers, Italian and
some French FTOs highlighted their alternative jmidical profile as their distinctive identity.
This is consistent with other authors’ descriptioh§T in these respective countri&This is
also consistent with the neo-institutional view @ading to which legal forms and, more
generally, organisational forms are not just legabressions of pre-existing types of
organisations, but they are socially constructea ilegal, social, and political sense (Battle
Anderson & Dees, 2006; Roy, 1997).

However, the resemblances among FTOs accordirgetgdeneration to which they belong and
of the profile of their leaders could also be ipteted as being the result of the second type of
isomorphic pressure described by Powell and DiMad@$P83):imitation. Mimetic pressures
are observed when goals are ambiguous, or when the environmeaates symbolic
uncertainty (DiMaggio & Powell, 1983:69)In such cases, organisations might imitate other
organisations that they perceive to be more legirand successful. As we saw in the first
chapter, it seems clear that goals are multipteenFT sector. The “goal mix” of FTOs may be
ambiguous because there is no “one best way” towolMoreover, the trust dimension on
which the whole sector is built creates strong uaggty: what if consumers loose confidence
in FT; what if other concepts outstrip FT?

In this context, younger FTOs could try to imitatder ones that they see as successful. Q11a
specifically asked: “Which are the other FTOs, auiyregion or in your product category, that
you consider as successful and/or to which you avbké to resemble?”. When examining the
answers to this question, the most striking obsemvas that they are very heterogeneous: even
in a given region, there is no general agreementvba should be considered as “the FT
success story”. Virtually each FTO has its own ni@&leaccording to its criteria. The main
reason for such diversity probably lies in the fat FTOs have very diverse performance

183 See the references used for each country’s ingtaxtuin the third chapter.
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criteria, as the very concept of FT allows. Morapviee absence of a unanimously recognised
success story may be due to the fact that it segfficult to be successful simultaneously in
the three dimensions. Thus, there are FTOs thata#rer successful on the political side, or on
the commercial side, but few are unanimously peezkias globally successful. There will
often be criticism and disagreement from a groupDDs with different views. | thus do not
follow DiMaggio and Powell when they claim thattich homogeneity in organizational
structures stems from the fact that despite conside search for diversity there is relatively
little variation to be selected from(1991:70). In the FT sector, as among social prisas
(Nicholls & Cho, 2006), there are, on the contraaytange of models that can be followed,
even among the recent business-form models. Thextelm are likely to depend on the
generation of the FTO-as | have described througtnigisection—or on the region in which it
operates. Indeed, as mimetic behaviours are ofteareed at the local level, | will come back
on these types of pressures in the regional desxrg

1.4.4. Nuances and exceptions

In the sample analysis examining age and orgaarsatiform, we have seen that there are
several exceptions to the general trends. Thespéras should remind us that the distinction
of these three institutionalisations is schemadtidoes not correspond to three clear-cut periods
that would have neatly succeeded each other. Nes docorrespond to a typology of FTOs
where all the FTOs created in a given period wahigre once and for all the characteristics of
the corresponding institutionalisation. Indeed, agh¢he pioneer FTOs created in the 1970s
and 1980s, most have been influenced by the twosesulent institutionalisations
(mainstreaming of FT and by the emergence of sinaflinesses). Only a minority has
remained unchanged in terms of values, resouroésp@@anisational forms. Moreover, certain
FTOs have been created recently upon a model sinalgioneers’ initial configuration.
Certain FTOs created in the early 1990s alreadyeshantrepreneurial characteristics (e.qg.,
Cafédirect). And many FTOs have hybridised chareties from different institutionalisations
(typically group structures).

Such nuances highlight, in fact, the competitionoag several contradictory and clearly

unachieved institutional orders (e.g., FriedlandABord, 1991). The nuances also echo the
inability of early neo-institutional theorists t@estribe concretely how institutional pressures
affect organisations (Scott, 1991; Tolbert & ZugkEd96). Indeed, early neo-institutional work

seems to present the different types of institatigoressures as having an automatic and
uniform effect on organisational structures. Thhgréby neglect the different degrees and
ways in which organisational structures are comtyeiffected, while these may complete and
refine the description of the general trends antbaat for the exceptions observed (Scott,
1991).

Scott (1991) expands upon seven avenues for theoament to influence organisational
structures. The influence of institutionalisatidmpes may be described through the process of
incorporation This refers to a progressive, unconscious resamsblto the environmentVia

a broad array of adaptive processes occurring ogeperiod of time and ranging from
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cooptation of the representatives of relevant emumental elements to the evolution of
specialized boundary roles to deal with strategiatingencies, organizations come to mirror
or replicate salient aspects of environmental ddfdiation in their own structurég179).

A crucial tool for incorporation is thus governansguctures, especially in a stakeholder
perspective. The evolution of the Board of Oxfam-Wiers an interesting illustration.
Oxfam-WW started with a Board composed only of wtders. Economic democracy was
clearly the main consideration, reflecting the imgnce of this value in the early history of
FT. In the 1980s, a series of NGOs with whom OxiaW/ collaborated were invited to
provide expertise on how to improve producer sup@ome of them became official members
of the GA. At that time, thanks to the contributiohthese NGOs and the specialisation of
certain volunteers in producer support issuesp#rmer commission formalised its functioning
and increased its importance. In 1994, the cooperantity was created. People with business
experience and skills were hired at all levels|uding general management. This brought
insights of the business world to the cooperaiiveluding jargon, habits, and communication.
The governance of the cooperative, previously exednly by volunteers and partner NGOs,
was progressively opened to people with businedts.skn the first place, this happened
through a business AB. But recently, a direct re@néation of these people on the Board was
considered, although they would not be democrdyiedécted. This has led to hostility from
certain volunteers, illustrating a tension betwéle@ myth of professionalism, with Board
members supposed to bring expertise and improvertfenisation’s performance (stewardship
model), and the democratic myth focusing on remias®n. The project of including
producers’ representatives on the Board, followtimg example of Cafédirect, and the more
general drive for accountability toward producessuld bring a more stakeholder-oriented
governance model, allowing the governance strusttimebe a vehicle for incorporation of
external influences.

Another avenue that may explain my observationswinting, which can be defined ashée
process by which new organizational forms acquit@racteristics at the time of their
founding which they tend to retain in the futu(8cott, 1991:178). Structural features were
acquired not by rational choice but because thesewaken for granted at the foundation.
Several examples can be found in the sample, awbingh Aux quatre coins du monde, and
even more Fair Trade Original. Since its creatimmBelgium in the early 1970s, this FTO has
retained a nonprofit form, whereas its activitia®leed toward a much stronger business
orientation. Today the nonprofit form is much mareeminder of the pioneer’s origins, as well
as an additional safeguard for profit distributitman an expression of the FTO’s current goals
and activities.

A third type of avenue iswuthorisationof organisational structure. The organisation i$ no
obliged to conform to the institutional pressuret ib does so in order to obtaithé attention
and approval of the authorizing agér{Scott, 1991:175). This explains the observatioat
the perceived expectations of other FTOs, FT nétsyamportant stakeholders, and society
were often used to justify the adoption of spedifions. Typically, FTOs were not forced to
adopt or to evolve toward more business-orientggllédorms and manager/investor-based
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governance models: such a move is rather expldayethe normative environment which
makes that a business-oriented organisational fermuch more taken for granted in the FT
sector nowadays than it was a decade ago.

Finally, the role of leaders in the shaping of migational forms may go beyond that of a
passive diffusion and replication of norms and galthat are supposed to be taken for granted.
The link between leaders’ profiles and organisatidarms in FT can be read through a more
active avenue, namely tlaequisitionof organisational structure. Acquisition is thdiloerate
choice of the organisational form by managers, Wwitontrasts with the situations described
previously ‘in which the major impetus for the change comemfautside the organizatidon
(178). By paying attention to the ability of manesy® choose—albeit among a range of choices
influenced by the environment—, and by suggestiag inanagers should be more committed to
chosen forms than in the case of inducement or sitipa, Scott (1991) initiates, together with
DiMaggio (1988), a new strand of institutional thethat leaves much more space to agency:
institutional entrepreneurship. | will explore tlsigand in the next and last chapter. Let me first
examine how local institutional pressures may aféeganisational forms in the four countries
and regions of the study.

2. Local institutional pressures — a geographical peggective

FTOs are not only subject to the global normativespures deriving from the successive
institutionalisation phases in the FT sector (andre globally, in society). They are also likely
to be influenced by local normative trends—whichnid necessarily mirror the global ones—,
by imitation of FTOs in the same region, and by asipon or inducement of certain forms
because of the legislation and the action of pudlithorities. This section focuses on legal
forms and is structured around the four regionthefstudy. In each region, starting with the
particular case of Italy, | briefly recall the obged situation and then look at the institutional
factors that could explain it.

2.1. ltaly

As the findings have shown, ltalian FTOs in the gemand more broadi§’—appear
particularly uniform in terms of legal form (socieboperatives) and governance configuration
(volunteer-based or multi-stakeholder with a stroggresentation of volunteers). What are the
reasons that can explain such a situation?

Normative atmosphere

A first reason behind the uniformity of Italian F§@eems to be the general agreement among
them concerning the vision of FT as a civil socgietylunteer-based, and political movement
(Becchetti & Costantino, forthcoming; Vigare al, 2008). While mainstreaming is tolerated

'8 my observations in the Roman area seem convergiémthe analyses of Vigangét al. (2005), and Becchetti
and Costantino (forthcoming) at the country’s level
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and certain FTOs linked to CTM are involved intlite interviews revealed a common vision
among FTOs concerning the importance of both kegthie control on FT in the mainstream
and differentiating FTOs from the mainstream thiounggher ethical standards. This clearly
appeared in the defiance of several Roman worldshopnagers toward the Transfair label,
which has often been criticised for not going faoegh from a social and political standpoint.
This does not mean that professionalism is not raraletool for developing FTOs. But,
contrarily to other countries, professionalism does seem to have been associated with
market orientation. Several leaders insisted onf#ioe that they had professionalised their
practice of FT without abandoning volunteer worlcomomic democracy, and political
involvement. The common identity of Italian FTOsesliin the fact that they are more tightly
interconnected through regional and national netaioMoreover, they seem to feel different
from other countries in which FT is commonly delsed as more business-oriented (Becchetti
& Costantino, forthcoming). Several interviewedsptigh their questions about the findings in
the three other countries, confirmed the predontear such an image.

Legislation

As Italian legislation heavily constrains commek@iativity in the nonprofit sectdt’, either
“volunteer organisations” (“Organizazzione di Vdlanato”) or NGOs, few FTOs still have
one of these forms. Indeed, for Italian FTOs iflitiarganised as nonprofits, law 381/1991 on
“social cooperatives®® constituted a major opportunity. The cooperativent, in its
traditional version, was mainly suited for tradisd mutual interest cooperatives and was thus
not associated with the pursuit of a social miss{@alera, 2004). It is the combined
inadequacy of the nonprofit form to run a commeradgivity and of the traditional cooperative
form to pursue social goals that led to the conoapdf this new framework (Borzagst al,
2008:26). Type A social cooperatives are intendeaffer services to marginalised groups
(elderly, homeless, etc.). Type B social coopeeatiare characterised by their provision of
work opportunities to disadvantaged categoriescopje.

The hybrid nature of social cooperatives has pushedast majority of Italian FTOs to choose
this legal form (mainly the “A” type; only one FT@ the sample, Equo%, is type “B”). It
should be noted that this form was also massivelgpted in other sectors of social
enterprise®’ The choice of the social cooperative form has Eem more tempting for Italian
FTOs since they are also eligible—together withpmofit organisations—for the fiscal category
of “Onlus” (“Organizzazione non lucrativa di utilita socidleProvided that they pursue a
social goal and prohibit the distribution of prefibr capital to anyone, whether a member or
not, the “Onlus” benefit from a favourable fiscagme. Four FTOs in the Italian sample are
recognised as Onlus.

8 1n Italy, the term “nonprofit” is used by many lfieactors and academics to designate both nonpaafit
cooperative organisations. Here, | will stick tae tharrow sense of “nonprofit” as defined in the rexuic
literature.

18 |njtially “social solidarity cooperatives”

87 1n 2005, there where 7,300 social cooperativespleying nearly 250,000 people. The number of social
cooperatives has been increasing by 10 to 20%\esarh(Borzagat al, 2008).
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The Italian legislation did not only encourage onifity in legal forms, but also in governance
practices. Indeed, the law authorises—and encoswageous categories of stakeholders to
become members of social cooperatives: employesafigiaries, volunteers (up to 50% of
members), financial investors, and public instdos. In type B cooperatives, at least 30% of
the members must be from the disadvantaged targapg. Through the legal framework for
social cooperatives, Italian lawmakers seem to leaeuraged uniformit}?® Nevertheless, a
more recent law (118/2005) was passed to extencetiognition of other organisational forms
as social enterprises. This lawdes not consider the organisational structure asoadition
for eligibility as a social enterprise(Borzagaet al, 2008:26). While this law was precisely
intended to encourage diversity, its criteria seenrestrictive that it excluded a large part of
the “business-form” and other, “non-cooperativepdy of social enterprises. As noted by
Borzaga and his colleagues, imposing a “total nistridution constraint” is more demanding
than the common characterisations of social entagrincluding the EMES approach.

In conclusion, if we look only at the legislativengiguration, it seems “logical” that Italian

FTOs massively chose the social cooperative formchSadoption, however, has been
reinforced by the particular normative setting sunding FT in Italy, as well as by the
mimetic pressures that have been exerted in thiexoof networks.

Networks

The role of lawmakers is, indeed, insufficient tlain the organisational homogeneity of
Italian FTOs. Indeed, FT networks seem to havegulagn important role in promoting non-
business forms, and social cooperatives in pagicifrom its creation in 2003, Agices—the
main FT network—has reserved its membership to mdib@nd cooperative FTOs only. This
requirement reflects the fact that all the iniiembers of Agices were social cooperatives or,
to a lesser extent, nonprofits, and thahy other legal form, particularly from the busises
world, would have been considered as inapproptiate Besides discouraging changes of
legal form among the current members, this requerdgmalso encouraged new FTOs to adopt a
similar form with the intention of joining Agices.

At this stage, the role of both legislation andwwks—the latter influencing the former—in
favouring organisational uniformity among FTOs ist nexplicitly coercive but rather
normative, which means that there is strong pressalthough no explicit obligation, to
conform to institutional expectations (DiMaggio &Well, 1983). This is described by Scott
(1991) as annducemenbf the organisational structure. In other worderé is no sufficient
authority to impose a particular organisationalnfprbut certain agents provide strong
incentives for organisations to conform to theipestations. Favourable legislation, funding
opportunities, and fiscal preferences are typiagahsncentives.

18| do not mean that this was a purposive actiopeeially since FT was only timidly emerging at thee of the
formulation of the law. But the fact is that thavas a massive adoption of that form by Italian FTRending
opportunities did not play an important role, siiige Italian FTOs mostly chose the “type A” modhbht is not
accompanied by particular funding opportunitiefigzal preferences (contrarily to the “type B” mfde

189 Gaga Pignatelli, director of Agices, interviewad April 2, 2008.
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If, however, Agices succeeded in influencing tredidh law project in a way in which the
nonprofit or cooperative form would be required be recognised as a “Fair Trade
organisation”, this would move from inducemenirgpositionof organisational forms (Scott,
1991). The outcome would be the strengthening gamisational uniformity. The lobbying
role of Agices also consisted of putting pressurdasvmakers to include FT in the recognised
sectors of activities for social cooperatives agdimanising seminars for FTOs about how to
fill the requirements of the social cooperativeniorFinally, it lobbied to open the “Onlus”
status to FTOs.

Mimetism

Besides coercion, organisational uniformity inytatay also be explained through mimetism.
As there is no guide of “best practices” about Howvereate an FTO, it is likely that imitation
based on personal relationships will play a magle.rindeed, when | asked the leaders to
describe the emergence of their FTO, many of thepha@ed that they had visited other FTOs
in Rome to ask for information about how to run Bieactivity. The most striking example is
that of Niente-Troppo, which designed its structore the model of Pangea, with several
volunteers and employees having followed specifiling at Pangea. Such imitation, as well
as the regular contacts between the two FTOsjtteill the later absorption of Niente Troppo
by Pangea. Other recent Roman FTOs explained ligthad adopted the same form as the
one chosen by the pioneer FTOs ComES and Pangéa;elpecially the second one—
considered as relatively successful from an ecoogsaicial and political standpoint. The case
of Esprit Equo, whose founders traveled to seveuabpean countries before starting the FTO,
shows, however, that entrepreneurs who do notdisdtisfying organisational model in their
region may be inspired by FTOs in other regions.

2.2.Belgium

In Belgium, as the findings have shown, we finGu@é diversity of operators, including “first
wave”, volunteer-based nonprofit FTOs (Oxfam-MDMjai8ma, etc.), pioneers having
reinforced their economic profile in the contexttbé mainstreaming their products (Oxfam-
WW, MMH-MFT, Fair Trade Original, etc.) and new HMusinesses (Ethic Store, Latino,
Citizen Dream, etc.). Within these three broad gaties, especially the last one, there is a
great diversity of legal forms, architectures, gogternance structures.

Normative atmosphere

There are clear differences among the three preljianentioned categories regarding their
vision of FT. The contrast is particularly strongtlween the first- and the third-wave FTOs.
Nevertheless, the general trend is clearly towhedstrengthening and the legitimisation of a
more business-oriented practice of FT, includiriggln emphasis on professionalisation and on
mainstreaming strategies. Moreover, the differerfesision are no longer obstact&sto the

1% As | will describe further in the last chaptereta have been some tensions between pioneer FTdBsasu
Oxfam-MDM and new business-form FTOs, particulaitizen Dream, in the early 2000s.
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dialogue among and networking of all types of FT@sa context in which organisational
diversity is recognised and encouraged by the Tfad®evelopment Centre and the public
authorities, as well as in the context of the ¢osadf the BFTF.

Legislation

Pioneers such as Oxfam, MMH, and Fair Trade Origimae able to import products and open
shops while adopting a nonprofit form. This can dlained by the fact that the legal
requirements concerning nonprofit organisationsgt&iations sans but lucratif”) are quite
flexible in terms of commercial activity (Dubois,0@3; Nyssens, 2008). Nonprofit
organisations are allowed to engage, to a certdang in trading activities, provided that they
remain accessory to the main social goal in teripgriorities rather than volume (Dubolis,
2003:56). There is no restriction on profit-makigither, but only on its explicit distribution.
This explains why major FTOs such as Oxfam-MDM &adr Trade Original still have a
nonprofit form, although their turnover is high atieir commercial activity well developed
(especially in the second case). It is worth ngtimgwvever, that while Fair Trade Original has
spontaneously chosen to be submitted to the saxm&at@ as conventional businesses so as to
avoid criticism of unloyal competition, Oxfam-MDMak been able to pay the lower tax rate
applying to most nonprofits. In doing so, it hasaassfully argumented that the commercial
activity was only a tool to sustain the social naesand the political project.

As | explained in the third chapter, however, thpeeneer nonprofit FTOs (Oxfam-WW, Max
Havelaar, and MMH) had to split their organisatioto two entities, isolating the commercial
activity from the nonprofit entity. This was duetno the legislation but to the decision of the
subsidising authority (the DGDC) to fund only thetities of producer support, education,
and regulation, organised in the nonprofit formefghwas no requirement concerning the legal
form of the commercial activity, but only on thectfahat it should be clearly and legally
isolated from the funded activities. In the samptewe exclude the networks with their
membership requirements, this is the only real e¢tanof imposition of organisational
structure (Scott, 1991). Nevertheless, the coercsemorphic force of the federal
administration was limited. Indeed, Oxfam-MDM, altlgh in the same situation, was able to
keep all its activities under a single, nonprofitity.

For their commercial activity, the three FTOs fatc® split up their structure chose the
cooperative form. Two other FTOs in the sample—al & several others outside the sample—
chose the same form. ldeological reasons may exglach a choice, as | highlighted in the
first chapter, as well as economic reasons (seaqu® chapter). Other reasons may be found
in the availability of regional subsidies. For sste, two Walloon public agencies investing in
social economy projects offer subsidies and low-retans to nonprofit and cooperative
organisations. Several FTOs benefiting from thegedunities already had one of these forms
previously to this public measure. In one case,dwar, a newly created FTO admitted that it
had adopted the cooperative form intentionally b&mefit from that subsidy. Although the
leaders of other newly created FTOs with a nonposfcooperative form did not mention such
funding opportunities as a reason behind the chafitke legal form, it is reasonable to assume
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that these opportunities constituted at least aditiadal motivation for this choice.
Nevertheless, the fact that a majority of new Fi®8elgium have adopted a conventional
business form put into question the idea that pudlithorities have an influential role through
subsidies and loans—especially since public low-taans are also available for conventional
businesses.

Other reasons may be found in the Belgian leg@statin cooperatives. Such legislation only
requires cooperatives to have a variable capitalb@s, 2003). Thus, in Belgium, the
cooperative form does not necessarily imply thepees of the cooperative values and
principles®. Only the cooperatives recognised by the CNC (‘%din National de la
Coopération”) are expected to limit the distribatiof their profits and to make their decisions
democratically—if not “one member, one vote”, astea voting right that is not linked to the
number of shares (Defourmy al, 2002). Yet, in the sample, only one FTO has @iz asked
for such recognition. We can thus consider thatltiose legal framework for cooperatives,
with no requirements to prove democratic decisiakimg or the pursuit of a social mission,
has facilitated the choice for the cooperative foAmcordingly, however, such a form does not
constitute a strong signal.

This may partly explain why an additional socialkated framework was developed in 1995.
With the development of social enterprises runnengommercial activity but pursuing a
primarily social mission, Belgian lawmakers intrgdd a variant to be added to a cooperative
or a business form: the “société a finalité solidfFS). It was recognised that a business
company could pursue a social goal, which constitat revolution in Belgian commercial law
(Dubois, 2003). These are the main principles tewthe SFS have to subscribe:

The limitation of profit distribution to a maximurate (currently 6%)

The pursuit of a social mission (understood in@aldrsense)

The impossibility to appropriate the assets ofdtganisation in case of liquidation
A yearly report describing how the social missiaasvpursued

The limitation of the maximal voting power in théA&%)

Such a framework could have been an opportunity=idDs to see their specific nature legally
recognised, which could have led to more orgamsati isomorphism if many FTOs had
adopted this framework. In the sample, howevery amo'®? FTOs have adopted the SFS
framework: MFT and Max Havelaar (cooperative enti§uch minimal success among FTOs
can be explained by the fact that the organisaticeguirements of this framework were not
offset against advantages such as fiscal prefesg@amnnella, 2003; Nyssens, 2008).

In fact, SFS companies are widespread in giveroseat which this form is required by public
authorities, for instance, work integration compeanin the Walloon Region (Nyssens, 2008).
In FT, on the other hand, public authorities hawgepromoted one particular form. Moreover,
they seem to acknowledge the diversity of FT opesatas it appears in the projects of federal

191 See the first chapter for a brief descriptionhefse principles.
192 Another cooperative FTO, Comptoir Mosan, adopkedSFS variant.
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law'®® defining FT and its operators and even more eiiyliim the support of the Walloon
Minister of Economy for the strengthening and fatien of French-speaking FTOs. Indeed,
during several meetings for preparing such fedamatit was clearly recognised that the
diversity of legal forms in the FT sector was at faiecd a strength that should not be altered by
public coercion. This is an example in which thélpuauthority explicitly favours diversity.

In terms of governance, there is also little isgphac pressure. We can find one example,
however, in which public coercion has influenced FARO’s governance structures. When
Citizen Dream asked for low-interest funding at @bl regional investment agency in

Brussels, the condition was that the agency haep@esentative at the GA and on the Board.
The goal was to check whether the loan was usedpiroper way. Nevertheless, according to
the two leaders, the presence of such an agendheoBoard did not strongly influence the

functioning and priorities of the governance stuoes, in a situation where different types of
stakeholders—including financial institutions anddividual shareholders—were already
involved and paid attention to the economic dimemsif the activity:>*

Mimetism

Despite the collapse of Citizen Dream, newly creéafdOs seem to prefer business legal
forms. Some of them have a specific model in mkuat. instance, the founder of Ethic Store

developed his FTO according to the same model et B2B sales as the French FTO
Signaléthique. Several interviews in newly credtd@®s suggest that the business form was
seen by the leaders as one of the ways to diffietenthemselves from nonprofit pioneers,

particularly from Oxfam-MDM.

2.3. France

As we have seen, French FTOs in the sample arelynaomprofits and businesses, which
correspond relatively well to, respectively, thestfiand third waves. While French legislation
may explain the poor success of cooperatives, awsons are required to explain why the
other FTOs are structured either as nonprofitssobusinesses. Adopting a slightly different
structure, | review the three legal forms and ideldi coercive, mimetic, and normative
arguments for each of them.

Why so few cooperative FTOs?

In the French sample, Ethiquable Gourmand (asat®mal mother organisation Ethiquable)
and Soli'gren are the only cooperatives—the firse @as a “SCOP®° (workers’ cooperative)
and the second as a “SCIE* (general interest cooperative). The interviewsgssg that

193 As mentioned in the third chapter, these law psapmhave not yet been examined by the Parliampently
because there is strong opposition from the maastrbusiness world.

194 A safeguard that did not suffice, however, to preénbankruptcy.

1954g0ciété coopérative de production” as definedHeylaw of July 19, 1978.

196 «gnciété coopérative d'intérét collectif’, as desftl by the law of July 17, 2001, and completechieylaw of
February 21, 2002.
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French legislation made the adoption of the codperaform difficult. Indeed, the
administrative requirements on French cooperatinetude limited profit distribution and
various rules in terms of governarié@In all French cooperatives, members must havelequa
voting rights (one member, one vote). In a SCORkars must have at least 65% of the voting
rights at the GA and form the majority of the Bodirlez, 2006). In a SCIC, members must be
at least of three types (Margado, 2002): workeeseficiaries, and supporters (individuals or
institutions who bring funding or other types opport to the cooperative). In Soli'gren, for
instance, the SCIC form derived from the desirghef city of Grenoble and of various local
NGOs to be associated in the governance struatuexchange for their support to the FTO.
This is an interesting example in which a “mulaistholder” model is imposed by a public
authority together with the legal form.

Many leaders of French FTOs not organised as catipes declared that they were interested
in the cooperative idea priori, but that they had rejected the cooperative legai because of
its heavy administrative requirements. The leadd#rshe two French cooperative FTOs,
especially in the SCIC Soli'lgren, admitted that sthneadministrative requirements and
complexity constituted a heavy burden. In Soli'grére understanding of the organisational
structure by volunteers and supporters even pravée problemati¢?® Such complexity may
explain why the SCIC form, although inspired by ttadian experience of social cooperatives,
has known limited success in France (Fraisse, 2@38a consequence, it seems reasonable to
suggest that the legal framework on cooperativesernthan, for instance, a little favourable
normative context, explains the fact that most EneRTOs have adopted either nonprofit or
business legal forms.

Nonprofits

The law on nonprofits (1901) allows for commer@ativity only to a certain extent. It is quite
striking that French nonprofit FTOs are very smahis could be explained by the legislative
constraints, but also by a lesser focus on the aoanactivity and much more on focused
solidarity projects (e.g., Ayllu, Aux 4 coins du Nae, Souffle de I'Inde, etc.). When ADM
formalised its importing activity under the centt&8olidarMonde” (in 1984), it replaced the
nonprofit form by a conventional business legahfpanticipating the future trend of group
structures. Nevertheless, the ADM Federation reathas a nonprofit structure. Similarly, the
local shops of ADM were obliged to be organisednhasprofits. This explains why several
newly-created worldshops are nonprofits and whyr theoportion in the sample is high.
Nevertheless, if we exclude ADM worldshops, there &w nonprofit FTOs, and their
proportion is decreasing as new FTOs massivelytdaloginess forms. In my view, this reflects
a shift in the normative atmosphere, with criticismward the volunteer-based nonprofit form
coming simultaneously from the new mainstream-de@nFTOs (such as Ethiquable or
Signaléthique) and from Minga members (such asaSadd Karawan).

" The French law on cooperatives dates back to Begete 10, 1947, and recognises the specific idgnuiti
cooperatives (Conseil Supérieur de la Coopératiermouvement coopératif en Fran&apport 2007).

198t is emblematic that, at the end of the interyi@sli'gren’s managers advised me to speak to é1sgm who
had been responsible for conceiving the structndeveho understood it better than they did.
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Business forms

Most recent FTOs have chosen a business form. $iecereation of Alter Eco as the first
privately held FTO in the late 1990s, many FTOsehbgen created following their mod&i.
More generally, the success of business forms egainly be explained by reluctance toward
the nonprofit form and the trend toward professiisnaand market reliance, clearly stimulated
by Max Havelaar France and its regional platformshsas Equisol. While, as already
mentioned, such a platform has extended its sceger the partners and licensees of Max
Havelaar France, the interviews with its coordingitas well as the participation in one of their
meetings, suggest that this platform has retainednaplicit promotion of “mainstream-
friendly” FT?% and of business forms for FTOs. Business-form Fhése been particularly
encouraged in new niches in which this form is s&ea sign of professionalism, as suggested
in the interviews with Signaléthique (B2B), Laspahd Quat'rues (T-shirts).

A different drive for business forms comes from ega network. The promotion of the
combination of business forms and political invohent by Minga entails mimetic but also
normative isomorphism: FTOs adhering to Minga shawstriking uniformity in their
discourses but also, progressively, in their forfénga offers an example—unique in the
study—of normative isomorphism through a professlioretwork, as described by DiMaggio
and Powell (1983). Indeed, the professional trgirrganised by Quatre Mats Développement
for current and potential FT entrepreneurs togethién the Minga network, although not
directly addressing organisational forms, promatgsarticular model of practicing FT that is
likely to strengthen the uniformity among Minga ntmrs?®* Three interviewees in Rhéne-
Alpes reported this training as a crucial stepha ¢reation of their FTO. In conclusion, in
Rhéne-Alpes and more generally in France, the gbrdeems favourable to business-form
FTOs, whose proportion should be increasing irctivaing years.

2.4. United Kingdom

In the UK, similarly to Belgium, we find a wide vaty of organisational forms. It is quite
striking to observe that, contrarily to the threleen countries, the landscape seems particularly
open, which may partly be explained by the abseicemonopolistic behaviour of pioneer
FTOs or networks. Another factor that may play ke ris the very flexible legal context. |
structure theanalysis around the main types of fegads.

Charities

Nonprofit FTOs, although not very numerous, aresené either as such (Gateway) or in the
context of group structures (Traidcraft and TwiBut, contrarily to the situation in the three
other countries, pioneer FTOs have not necessadityted a nonprofit form: Traidcraft began
as a public limited company, One Village and Sielaeloped as family businesses, etc. The

199 Two business-form FTOs in the French sample eitiylimentioned Alter Eco as their “model”.
20 Which has led to criticism from the Rhéne-Alpesmbers of Minga.

21 The focus is on the entrepreneur as the centraldifawvw.quatre-mats.ojg
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legal form closest to nonprofit organisations is tlolunteer organisation”. Many volunteer
organisations are additionally “charitable orgatse” or “charities”. To deserve this name,
they must serve a public purpose and be activaénod the fields listed by the “Charities Act”
(poverty alleviation, human rights, etc.). Chasgtimay take three possible legal structures: the
Unincorporated association, the Trust, or the Comdanited by guarantee. It is the latter
form that has been preferred by most British nofiprieTOs, because of the broader
possibilities for engaging in diverse economic\atiéis (hiring people, selling products, etc.)
while protecting members from personal liabifitf. Companies limited by a guarantee are
allowed to run commercial activities, provided thia¢y serve the charitable purpose. While
this form thus seems suited to the practice of iEfias not been widely adopted. It is worth
noting that, contrarily to what has been obsenadiristance in France and in Belgium, the
interviews and observations have not revealedqudati criticism from other FTOs or networks
toward the nonprofit form and the use of volunteerk.

Cooperatives and CICs

The adoption of the cooperative form is particylaasy because there is no specific form for
cooperatives. Indeed, in the UK, cooperatives megister as corporations and may then freely
choose to apply the cooperative principles (Gal2d@4). This is the scenario followed by Just
Fair Trade, which was launched by several peopshiwg to be involved in the FTO not as
volunteers but as workers. This led to the creatiba workers’ cooperative—including paid
and volunteer workers—, considered by the “le#éras ‘one of the forms that is most
coherent with the philosophy of Fair Traddélthough the “Community Interest Company”
(CIC), created in 2005 specifically for businesseth social purposes, has known a certain
degree of success in the UK (Spear, 2008), onlyBRryitesh FTO in the sample (Zaytoun) has
adopted this form. The CIC enjoys the flexibilityy @ conventional business company, while
having to fulfill a number of compliances to ensthre pursuit of the social goal (Low, 2006).
The CIC legal form includes a community interest #nd an asset lock to ensure that the new
entity is dedicated to its expressed community pses (Low, 2006; Spear, 2008). However,
the CIC does not benefit from the same tax advastag charities. It is especially suited for
social entrepreneurs who want to pursue a socalligca more flexible and business-oriented
way than through a charity. Contrarily to the Halisocial cooperative form, which Agices has
been promoting for FTOs, the CIC form has not palérly been advocated by FT networks or
large FTOs. This, together with the administratieguirements of the CIC form, might explain
its weak success among British FTOs. But more djjpbthe fact that British FTOs have not
been searching for and promoting specific formguo the FT activity, thereby fostering
organisational diversity, can be explained, in npynoon, by the very relaxed view on legal
forms, which do not either seem to be perceivedhayinterviewed leaders as very strong
“signals” of the organisational identity or praetictoward other FTOs or external stakeholders.

292 Contrarily to the unincorporated association, weh@members are personally liable for the associatiactions.
203 Despite the strong emphasis on democratic deersimking and equality of statuses, one of the formaé
Just Fair Trade progressively took the leadersbiyzh leadership was reinforced by the title of Hesiter social
entrepreneur of the year”, awarded in 1997.
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Business forms

The apparent absence of normative resistances fomeers, volunteers, and supporters
toward business forms is a first factor that catgawith the situation in the three other
countries and explains why many British FTOs, idolg the pioneers, have adopted a
business form (private or public company limiteddimares—the most common form of limited
company being the corporation). A second reasdhaisthe trend for professionalisation and
accountability, as well as the opening up to ma@ash distribution, developed much earlier
than in the other countries, as we saw in the tbirdpter. In contrast with the situation in
France, for instance, where the pioneers such agl ABssively witnessed the emergence of
mainstreaming and saw it as a threat, most Brjtisheer FTOs promoted it themselves and
also prepared for it. Of course, the business l&gat is only one element in such a process.
But, still, it is a fact that pioneers such as dcaaft and Twin engaged themselves in the
mainstreaming process and that the partly busifuess, in the context of a group structure,
was, if not a condition for their participation iin at least a signal that the practice of FT in a
business form was accepted and encouraged. Thigoaored Cafédirect and of the subsequent
FT businesses was another signal that professsomalind market orientation were encouraged
to meet the social ends of FT. The “Cafédirect nipadth producers’ involvement and high
FT standards, served as an example of a socialpeiste combining market penetration and
social mission. This example was mimicked bothhae UK-through other famous product-
focused FTOs but also through smaller non-food E3iresses—and in other countries. It is
thus a mix of normative and mimetic factors, rativan coercive pressures, which may explain
the success of business forms. Yet, contrarilyht® situation in the other countries, the
emergence of business forms among FTOs did notyitin@l undermining of other—typically
nonprofit—forms. Rather, the different forms seemncbexist, in a context that emphasises
values of professionalism and accountability bugsdnot seem to impose or exclude particular
forms to implement these values.
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3. Synthesis and conclusion

In the following table, | summarise the nature aatience of the diverse types of institutional

pressures in the four regions of the study.

Table 54: Synthesis of the institutional pressuteserved in the four countries

Belgium France Italy United
Kingdom
General Foundation: economic democracy and solidarity =egally weakening, although still
normative | shared by some pioneers
gr%sfﬁrﬁ]ss Mainstreaming: professionalisation, market origatatind accountability = established
y trends shared by largest and dominant FTOs, sugapbst networks
Entrepreneurship: individual, risk-taking, innoatj professionalism and market
orientation = emerging trends
Local Dominance of values Economic Economic Dominance of
normative | linked to democracy and democracy and values linked to
pressures | mainstreaming and | solidarity claimed solidarity much mainstreaming;
entrepreneurship but applied stronger than accountability
democracy and 9 Certain smalf® FT’
solidarity pursued by Entrepreneurial professionalisation entrenreneurial
few pioneers values patrticularly | but limited market ventu?es less
strong; politically orientation develobed
tinted by Minga P
Local Generally weak Generally weak Strong: social Very weak
C(r):srgll]/ris Pressure toward Nonprofit form ﬁgﬁpfé‘?}:'}/g&r
P specialisation in the | imposed in the ADM e l?ired for Adices
case of public network mgmbers 9
funding
Local Nonprofit form in Idem: from nonprofit| Social cooperative | Some imitation
mimetic earlier decades; now to business forms | model, with in business
pressures rather_busme_ss_formsMime,[isrn within inclusion of forrr_ls_ and
as a differentiation volunteers and participatory
. networks (ADM, -
mechanism Minga, etc.) employees, imitated| governance
R by newer FTOs (producers’
ownership)

From this table and from the whole chapter’'s angJyseveral conclusions can be drawn. At
the global level, normative pressures derive frd/a successive institutionalisation phases.
Several values and “myths” have been distinguishetthin each of the three phases.
Throughout the interviews, these myths have begulady used to justify, explicitly or not,

the adoption of particular forms. But, followingsaciological neo-institutional perspective,

204 Small on the scale of FT.
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much of the normative institutional influence alsocurs beyond the awareness of the
participants. Such a normative influence may explaihy FTOs distinguish themselves
according to the period during which they were t@daand according to the profiles of their
founders and leaders. We have seen, however, hieae tlinks are neither automatic, nor
uniform. In other words, FTOs may also differ irettvay in which they have adapted their
structure to the successive institutionalisatioagas.

This confirms that FT — and FTOs — has not emeagethe basis of one universally shared
myth or vision. It has rather emerged in a sort“ioktitutional void” or at least in an
“interstice” between different institutional ordefRenard, 2003). As a consequence, FTOs
have not been passively led into one common motiey have rather been influenced by
norms originating from, successively, the actigiste of civil society, the mainstream market,
and the promoters of (social) entrepreneurship.s&heorms, however, have not imposed
themselves exogeneously, making the FTOs of eacbrggon dependent on a specific path. It
is FTOs themselves that have adapted the orgamsatipath to FT using “bricolage”,
combining elements from these different worlds. M©&EOs have used “bricolage”, combining
elements from these different worlds. This has obsly led to contradictions within the
organization (Kraatz & Block, 2006). The exampleQifam-WW has shown how the values
of economic democracy and professionalisation,iezhrby different organisational actors
(typically, volunteers versus commercial manageceld lead to tensions. In terms of
governance, the existence of diverse and cont@giastitutional orders has been identified
by Edwards and Cornforth (2003) as a major factgrianing the diversity of governance
models and the paradoxes within governance stegthoreover, it is worth underlining that
myths such as “professionalisation” have been pméted differently according to the context.
Indeed, while mentioned by the majority of the miewees, professionalisation has translated
into a series of diverse modalities in terms ofalefprms, architectures, and governance
models—despite a common stronger business orientafievertheless, in the future, the further
penetration and concretisation of the trends toyaofessionalisation and accountability could
lead to more uniformity through business-like formhis is also suggested by several authors
who analyse the growing success of business-odeapproaches to social enterprise (e.g.,
Dart, 2004).

Normative pressures also exist at the local lenel @e especially important since the global
trends seem multiple and vague. First, regiondédihces appear at the normative level, with,
for instance, ltaly and the UK differing much inetlsalience of economic democracy and
solidarity in relation to market orientation. Thetdrviews with the Roman FTOs confirm
Becchetti and Costantino’ (forthcoming) observatibat Italian FTOs constitute a relatively
homogeneous political movement, which can be linketheir common organisational forms.
But local differences can also be explained by mjvey coercive and mimetic pressures.
Indeed, through legislation and funding, public hawities may induce the adoption of
particular organisational forms. The emergencerofig structures in Belgium illustrates such
an influence quite well. Moreover, networks mayypéarole in rendering certain forms more
easily available for FTOs, and even in requiringsth particular forms, as the Italian case has
shown. Globally speaking, however, and with theegxion of Italy, coercive pressures seem
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relatively weak. In the three other regions, indegeablic authorities have not developed a
specific legal framework determining how FTOs skloube structured. In Belgium,
organisational diversity seems even explicitly povea by public authorities.

Another factor explaining diversity is the absemdea general imitation process, typical in
what can be called an “institutional void” or ats¢ a field in which different institutional
pluralism logics coexist (Kraatz & Block, 2008). Wh uniformity may exist because of
imitation in specific networks (for instance, Minga France), there do not seem to be
commonly recognised success stories that couldngated by all FTOs. Imitation seems to
occur mainly within similar regions and generatioNgvertheless, generally speaking, new
FTOs seem more likely to imitate successful busimgented FTOs than volunteer-based
nonprofit FTOs. The pioneering examples of buskmsmted FTOs such as Alter Eco and
Ethiquable in France, Cafédirect in the UK, andiz€n Dream in Belgium, despite their
different sizes and economic performances, havdeationstrated that market orientation and
social mission could be combined, thereby inspirneg generations of FTOs. If the creation
of new FTOs under a business form is pursued witrepreneurial dynamics and governance
models, then we could expect more organisationébumity in the future.

In most cases, global and local pressures acteirsdame direction, i.e., toward more business-
oriented forms relying increasingly on market resesd. For instance, in Belgium, the public
requirement of organisational splitting for largenprofit FTOs has converged with the
normative trend toward professionalism: both pressuhave favoured the emergence of
cooperatives focused on the economic activity lim ¢ontext of group structures). In France,
the “crusade” of Minga against voluntary work arahprofit forms has reinforced the global
normative trend. Originally, Minga coupled such eorpotion with a rediscovery and
reinterpretation of the political involvement, thby attracting many young FT entrepreneurs.
Nevertheless, in other cases such as Italy’s, dbal Icoercive and mimetic pressures have
seemed to contradict the global trend. This mayiausly lead to tensions. The case of Esprit
Equo illustrates how FTOs may be caught betweebaglvends (in this case, the imitation of
business-form FTOs in other countries) and loaids (making it difficult to implement such
a contrasting model).

In conclusion, the diversity of organisational farm FT challenges the isomorphic predictions
of early sociological neo-institutional theory. msorphism is observed only in specific
segments of FTOs, i.e., in a particular region bhiw a particular generation. Other theoretical
approaches are thus needed, particularly to examhi@estrategic ability of FTOs to react
differently to institutional pressures. These appt®es may be driven by the intersections of
neo-institutional theory with closely related apbes such as resource dependence theory
(Tolbert & Zucker, 1996). But the theoretical deamhents may also come from sociological
neo-institutional authors themselves, who, drawongthe intuitions of DiMaggio (1988) and
Scott (1992), have tried to develop analyses basethe interactions between organisations
and their environment. These analyses in the comteXnstitutional entrepreneurship” show
that it is not only different reactions to commaegsures that may bring diversity, but also the
weak and contradictory nature of these pressuregelisas the ability of given actors to alter
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and create them. | thus follow DiMaggio when he gasgis that rhultiple, conflicting
constraints provide opportunities for various kinofsorganizational forms to be established.
These cross-cutting institutional pressures provadspace for entrepreneurs to construct an
organization out of a diverse set of legitimatedqiice$ (1988:197). Such a view is also
embraced by Nicholls and Cho (2006) when they emiphathe disruptive and innovative
capacity of social entrepreneurs that enables thenescape isomorphic pressures. By
interpreting the reasons behind organisational rdilxein a more interactionist perspective,
institutional entrepreneurship and resource depw®ldéheory will hopefully allow me to
understand why the practices relating to legal foarchitecture, and governance remain
diverse even within the same region or the samergéon. This implies the necessity to
consider the organisational form not as a simpleaniof the broader institutional pressures,
but as a strategic, power tool entailing a paréicaheaning.
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Chapter 8 — The organisational form as a strategitool for FTOs

Introduction

Up to this point, | have been dealing with the dastand forces that drive FTOs to adopt
diverse legal forms, architectures, and governateectures. | have suggested two types of
answers. First, following an economic neo-instinél perspective, part of this diversity can be
explained by the fact that FTOs do not all prodtiee same type of economic goods. As FT
corresponds in fact to a complex bundle of privatdlic and trust goods, each FTO will adopt
the organisational form that best provides it thge#s needed for the production of these goods,
in other words, that minimises its transaction seghtile also minimising the founders’ costs of
establishing and designing ownership. But transactiost arguments do not explain why
FTOs differ in their product mixes. The sociologigeeo-institutional literature suggests
reasons of a different, broader nature. Varioustui®nal pressures (legislation, norms and
values, imitation, etc.) seem to partly constraid arient FTOs in the adoption of their
organisational form. However, while FTOs from tlaeng generation (e.g., pioneers), network
(e.g., ADM and Agices) or operating in the samaaede.g., in Italy or in Belgium) tend to
adopt similar organisational forms, there stillrmsgo be much latitude for FTOs to shape their
organisational form.

Sociological and economic neo-institutionalism app&s rival explanatory theories. Yet, this
does not mean they cannot be complementary (SamgeiB005). A form appearing as an
exception in the light of one theoretical approanhy be better explained by the other
approach. Esprit Equo, which, unlike other Itall@hOs, chose another legal form than the
social cooperative, thereby cutting itself fromaexes and access to networks, appears as a
question mark in the eyes of sociological neo-nstinal theory. However, when we examine
its product mix, focused on trading, and when vke fato account the high costs of ownership
associated with the social cooperative form, wéebeinderstand the emergence of this FTO as
a manager-owned business. Similarly, FTOs that H#legical” organisational forms from a
contractual standpoint may be better understoodugir a sociological neo-institutional
perspective. For instance, the nonprofit form oir Haade Original, which might appear as
surprising given its business focus and resourcas, be explained through the process of
“imprinting” described by Scott (1991)-i.e., thectfahat its form reflects the institutional
environment at the time of its creation, despgesitbsequent evolution.

Both neo-institutional perspectives ignore muchtlué actors’ abilities to shape and give
meaning to their organisational form. Such absi@ee crucial in completing our understanding
of organisational diversity in FT. First, despite tinstitutional pressures and the contractual
arrangements, there is much space for strategionacNeither of the traditional neo-

institutional theories deal with the concrete psscéeading to the design of organisational
forms. Secondly, the two approaches present theogmuent as given and say little about the
role of organisations in shaping this environm@iftirdly, the role of the organisational form

regarding the articulation of the three dimensioh$&T has not yet been examined from the
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standpoint of the organisational actors within FTOsch a lack leaves us, at this stage, with
limited knowledge of the tensions that might apmeaong these three dimensions and the way
in which these tensions can be dealt with throbghorganisational form.

This final chapter aims to address all these issuk&h have in common that they look at the
strategic roleand themeaning oforganisational forms. The study of such procesees not
start from nowhere and does not ignore the preuwnaasinstitutional analyses: it adds a piece—
a different and crucial one—to the global puzzteother words, | examine the ability of FTOs
to conceive and use their organisational form agjiatlly, according to and despite
institutional constraints. As mentioned in the swtoand third chapters, this implies a
paradigmatic shift, from a deterministic, objediivperspective to a more interactionist one.
This is why this chapter is based on a few casdietuthat show how organisational forms
have been shaped and used from the perspectiveeobrganisational actors (mainly the
manager but also other stakeholders).

In the first section, | expand upon case studiegiiog the five categories of organisational
forms. | pay particular attention to how organisaél forms have been developed in a way that
counters or influences the environment, either:

- because these organisations have a form that ststrdéth the dominant trends of the
environment shared by other FTOs;

- because these organisations turn institutional spres with which they have to
conform into opportunities to give meaning to th@ganisational form;

- or because these organisations shape the envirbrimensense that provides more
legitimacy to their own organisational form.

For each FTO, | examine the construction of theanigational form, highlighting the role of
“institutional entrepreneur” played by one or sa@vgreople in the organisation and the links to
various stakeholders and other social actors. Thieerpret the findings of these case studies
in the light of the two interactionist approachesstitutional entrepreneurship and resource
dependence theory.

The second section exploits these interactioniglyaes to examine, for each type of FTO, the
latitude and the challenges in articulating thee¢hdimensions inherent in FT and in dealing
with the tensions between these dimensions.

1. The shaping and the meaning of organisational forms

At the end of the fourth chapter, | establishedxhomy of FTOs based on the three elements
of organisational form. While the two previous cteap helped to understand the (co)existence
of the different categories, we still know littidaut the concrete processes through which
organisational actors have located their type aofmfan the organisational landscape. To
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achieve this, | focus on one or two examfilefor each category of the taxonomy, and look at
how, by whom, and in what context the organisatlidaan has been shaped. | highlight the
role of “institutional entrepreneurs” in shapinge thpecific organisational form of their FTO,

but also more broadly, the impact of these entregares on other FTOs and on the whole
sector. In doing so, | extend the question of “wlyYanisational actors prefer a particular
organisational form, to that of the meaning giverstich a form, as well as to the power plays
that the promotion of particular forms over othensails.

1.1. Case studies

1.1.1. Esprit Equo (Type 1)

Organisational form and institutional setting

As | have already explained, the founders of Edfgito have explicitly chosen to focus on the
economic and social dimensions, leaving the palitiactivity aside. In their view, their
business should be professional and profitablesgo allow them to live from it while having
a maximal impact on producers. Esprit EQuo’s emé&epurs are not critical about the model of
other FTOs, recognising that education, regulatiod advocacy may be important in the FT
movement and require “non-business” forms. Whay ttegret, however, is the monopolistic
vision of the dominant FTOs—institutionalised thygbuthe Agices network—who consider that
FT must necessarily be undertaken with a nongféfiorm.

The founders have invested personal money and fpank loan. The turnover is exclusively
composed of sales. The governance and architeatarquite simple, with only the couple of
founders/entrepreneurs. Most of the activitiescdr@ commercial nature: product development
together with Comercio Alternativo, building of tilseipply chain and sales of the products
(through wholesale and, to a lesser extent, irr thenh shop). Producer support is, of course, a
central dimension, which is carried out in a quittormal way by the founding couple and
includes regular travels to Morocco.

Within the sample, Esprit Equo is probably the neigking example of a “black swan”, i.e.,
an organisation that seems unaligned with the gérieend. Indeed, in a legal and socio-
economic environment that associates FT to soo@aperatives, and with a network of FTOs
that restricts its membership to not-for-profitrfee, Esprit EQuo appears to be an exception. In
terms of networking and legitimacy, the businessnfof Esprit EQuo seems to constitute a
handicap in many aspects. First, it is isolated iarménnot engage in partnerships with most
other ltalian FTOs. Since Esprit Equo is absenmftbe local (RES) and national (Agices)
networks, it has no access to common facilitieeg@nce on fairs, advertising, shared logistics,
etc.). Secondly the entrepreneurial approach tohB$ not been well represented in the
negotiations for an Italian law on FT—with worldgiscand mainstream retailers being the only

295 One for each type except type 2, for which twounlly contrasting cases will be examined—the reasitirbe
explained further.

251 we take the term commonly used in the ltalidngector. It should rather be “not-for-profit”, esoperatives
are of course included.
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sales outlets considered. If such a law happenedrisider only social cooperatives as FTOs,
this would obviously constitute an obstacle for fisgquo. Thirdly, there is the threat of

customers used to the worldshop model being sws@cabout the ethical nature of Esprit
Equo’s products. Fourthly, resources such as sigss@hd donations are more difficult to

obtain than with a social cooperative form.

Given these obstacles, why did Esprit EQuo not sea@more legitimated organisational form?
As previously mentioned, a neo-institutional ecomomnalysis highlighting the focus on
private good production and the low costs of owmigréor the founders provides part of the
answer. But it is not sufficient. In my view, thealigned form is also the symbol and the result
of a differentiation process through which the foers have wished to signal that their way of
practicing FT was different than the one sharedrogt other FTOs. Moreover, in order to
counter or at least alleviate the obstacles inlidretheir “non-alignment”, the entrepreneurs
deployed—consciously or not—a number of strategies.

First, in terms of collaborations in the Italian B&ctor, Esprit EQuo established contacts with
Transfair Italy, participating in some of their itilag sessions and national events on FT.
Moreover, Esprit Equo engaged in a fruitful parshém with Commercio Alternativd’. This
importing FTO from Northern Italy, number two inrtes of sales, is characterised by a
stronger commercial orientation than the number, c@&M. This translated into tight
partnerships with supermarket chains and the aaneetof labeling for all its food products
(contrarily to most Italian FTG%). Commercio Alternativo initially distributed thEoducts of
Esprit Equo in its own retail network. This allowEgprit Equo to increase its turnover, but
also to gain legitimacy in the eyes of other FT@Qwxleed, despite a more commercial
orientation, Commercio Alternativo is recognisecaggoneer FTO in Italy and its products are
distributed in most worldshops. Commercio Altermatiis a member of WFTO-which
probably offers the strongest possible legitimatyhie eyes of the pioneer FTOs. In a second
step, Esprit Equo and Commercio Alternativo devetbp whole range of cosmetics together.
This allowed Commercio Alternativo to develop arfeofof cosmetics competing to that of
CTM, which launched “Natyr” in the early 2000s. Hesprit Equo, being “endorsed” by a
WFTO member such as Commercio Alternativo allowtett ibe better accepted in the Italian
FT sector. The alliance between these two FTOs imi@resting example of “alternative” in
comparison with what can be considered as “maiastten the Italian FT world, i.e., CTM.

In this quest for legitimacy, much relies on thiatienship with producers and on the way of
communicating about it. In this respect, Esprit &dpas important assets, the main one being
that one of the two entrepreneurs himself has Mmocorigins. He is thus familiar with
Moroccan producer organisations and visits themlegty. The involvement of Esprit Equo in
Morocco has gone as far as becoming a Board meafttee Moroccan FT platforffi® and
helping Moroccan producers get in contact with ptharopean FTOs. The other producer

297 www.commercioalternativo. it

298 Although CTM, whose products were available inesuparkets but without a label, has now resumed its
collaboration with Transfair Italy.

299 plate-forme marocaine pour le commerce équitalew.pmce-info.org
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organisations that provide ingredients for the cetsre are partners of Commercio Alternativo
and some of them are members of WFTO. In its concation about this joint venture in
cosmetics, Esprit Equo and Commercio Alternativetipalarly insist on the high ethical
standards of the partnerships with the produceggmisations™®

Moreover, Esprit EQuo compensated for the small bemof potential partners in Italy by
developing partnerships with FTOs in France, Befgand the UK. The international profile of
the founders facilitated these partnerships—whichtrast with the very local anchorage of
most other Roman FTOs. According to one of theepmémeurs, the presence of business-form
FTOs in these countries was a strong opportunityonty to find commercial partners but also
to find inspiration about how to run FT under atrepreneurial form. The existence of FTOs
similar to Esprit EQuo was mentioned by the en&epurs as a source of motivation to stand
firm despite the somewhat difficult national envineent. It is interesting to note that Esprit
Equo also developed a fruitful relationship withvary politically involved FTO, at the
opposite extreme of the organisational continudridre. While Il Fiore decided to distribute
the cosmetics of Esprit Equo in its shop, Espriiccgarticipated informally in campaigns in
which Il Fiore was active. This can be seen anteresting example of collaboration between
FTOs with a totally different profile.

Moreover, to counter the risks of legislation goutation making it difficult to develop FT in a
“for-profit” form, Esprit Equo did not base its comunication on the FT dimension. In this
respect, the communication strategy of Esprit Eguguite similar to that developed by other
new FT businesses such as Citizen Dream in Belg&ilwer Chilli in the UK or Karawan in
France. The strategy of these businesses is t&t imsich more on the quality of the products
and on their correspondence with the consumergisndean on the FT characteristic. Thanks
to this, Esprit Equo’s sales may be better shielagainst the reputation risks linked to FT in
general and more specifically to FT in the businessld: if customers are faithful to the
products because they like them and not becaugeatke=T, they are less likely to stop buying
them in the case of a scandal surrounding FT oldsbops’ practices.

Finally, like many other business-form FTOs, Espgituo compensated for the lack of non-
commercial resources (subsidies, donations, vodunierk, etc.) by focusing on sales. The
diversification of selling channels—another advgataf the collaboration with Commercio
Alternativo—and the ability to receive bank loahartks to a coherent business plan are part of
the solutions implemented by Esprit Equo to secwsources despite their exclusively
commercial origin.

Toward an institution?

Esprit EQuo can be seen as one of the path-bredkismess-form FTOs in Rome and more
generally in Italy. Although other FTOs structusibusinesses are rare in Italy, the innovative
experience of Esprit Equo could pave the way faorilar initiatives by showing the pioneer

210 gee, for instance, the file published on Commetdiernativo’s website
(http://www.commercioalternativo.it/imgs/dossierqei).
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FTOs that their social mission is strong and bywshg the business world that FT can be
economically sustainable. Despite the adverse emwient and suspicion on the part of not-
for-profit FTOs, Esprit EQuo managed to grow, tharnk the partnerships it succeeded in
establishing, both in Italy and abroad. The comnaittrand optimism of the two entrepreneurs,
as well as their personal contacts in Europe andhso Africa, have certainly contributed to

this success. Thanks to these assets, Esprit Egaoot only able to develop as an FTO, but
also likely to influence the normative environménia way that would be more favourable to
the development of other business-oriented FTOs.

1.1.2. Citizen Dream (Type 2)

Toward a new organisational model

At the time of its creation, in 1998, Citizen Dreaiso clearly looked like a “black swan”. Its
business legal form, 100% market resources, arfddfs’ communication toward custométs
contrasted sharply with the existing models of FT@#hough the business focus was
increasing for most Belgian pioneer FTOs, Citizereddn was the first entrepreneurial
business-form FTOs in Belgium.

Similarly to Esprit Equo, the explicit focus of tkeatrepreneurs on “private good” production
and the desire to differentiate their way of viegviand implementing FT from the pioneer,
nonprofit FTOs led to the choice of the businesmfdrather than being influenced by external
pressures, the founders of Citizen Dream chosenanmamon form. The business form also
clearly corresponded to the preferences of theeprégneurs, given their negative experience
with nonprofit forms and their project of launchitigeir venture after an educational program
in management. The adoption of a business form twas a clear strategic choice of the
entrepreneurs, with the support of the foundinged@ders. Much like Esprit Equo in Italy,
Citizen Dream operated strategically to be acceptatie FT sector despite its unusual form.
Firstly and most strikingly, it asked and obtain®FTO membership, which appeared as a
powerful signal of trustworthiness and legitimaoycerning its FT activity. Such a signal was
useful in the organisation’s relations with theabtished pioneer FTOs, especially Oxfam-
MDM, whose initial suspicion was stroAtf. Not only were the producer partners of Citizen
Dream-themselves WFTO members—recognised, butrinege of Citizen Dream itself was
considered to be compatible with FT standards. Tdgsired, nevertheless, a commitment of
Citizen Dream to FT as its central acti¢itfand to employees’ participation in governance.

Secondly, as the interviews with each of the twdregmeneurs revealed, Citizen Dream
consciously shaped its shareholders’ structure g its governance so as to include
stakeholders that were perceived as legitimatehm ET movement. In my view, the
involvement of development NGOs, recognised indigid* and other FTG3” in the GA and

21 |n the sense that references to FT in communicatiml marketing were only implicit.

212 Oxfam-MDM depicted Citizen Dream as an exampla 8T light” initiative.

23 part of the products, however, were not explidilyand were referred to as “ethical trade”.
214 For instance, a WFTO consultant

215 Such as Fair Trade Original
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on the Board facilitated the legitimisation of @én Dream’s organisational model. These
stakeholders embodied preoccupations that camkedito two interrelated dimensions of FT:
sustaining an economic project with a strong soni@sion—but not so much a political
message. The regional public investment agencyetiomomic partner Fair Trade Original,
and the individual shareholders all cared, to &ageextent, about the economic development
of the FTO. Franchisee shops also had a clearesttén the economic health of the FTO.
Concerning producer support, beside the presenaewlopment NGOs in the governance
structures and the legitimating role of WFTO, aeothsset was the entrepreneurs’ personal
contacts with the producers in India. In conclusiGitizen Dream is an example of a business-
oriented, sales-financed FTO, with very little poll involvement, and with a social mission
endorsed by an international FT network, by theegméneurs’ experience in the South and by
an advanced multi-stakeholder governance structure.

Toward an institution?

Despite its collapse in 2008, Citizen Dream hadrdluence on the Belgian FT landscape.
Unlike Esprit Equo, Citizen Dream did not remain exception for long, as several other
business-form FTOs emerged after 2680As previously mentioned, other factors explained
this emergence, such as the proactive role of @ ih promoting small business-form FTOs.
But the example of Citizen Dream showed potentrdtepreneurs that the road was open—
albeit full of obstacles, as its own collapse shdvfer business-form FTOs. Several
entrepreneurs engaged in FT took this experiente &® a warning about the importance of
avoiding a certain number of mistakésand as a challenge to succeed where Citizen Dream
had failed?'®

In my view, the development of the “Belgian Fairade Federation” and its crucial role in
recognising and federating small FTOs-beside thengars—can be seen as a certain
continuation of Citizen Dream’s action to promot&iey models for practicing FT, thereby
fostering organisational diversity in the sectdr.isl no coincidence that the report on FT
handicraft, which recommended the creation of afdéleration and asked public support for
the FT economic model, was written by Citizen Dreafounder. The federation has thus been
created with the goal of supporting FTOs in theior®omic developmefif and the people in
charge of it have been enthusiastic regarding tergence of business-oriented organisational
forms??° In conclusion, in a few years, the institutionahtext of FT in Belgium has evolved
very much toward a legitimisation of business foftogether with a conscience of the risks
inherent in them. If Citizen Dream’s experiencec&tainly not the only factor behind this
evolution, it is, in my view, a major one. | woudden suggest that new business-form FTOs,

1% Another business-form FTO, Latino, was even adtiveT before this date, but it had much less raitam.

27 particularly a too rapid growth and a minimisatagrthe fixed costs inherent in retailing.

218 The task, however, is even more difficult becatte failure of Citizen Dream made banks particylarl
reluctant to make loans to FT businesses.

9 This is a strong difference, for instance, with fgices network.

220 This does not mean that they are opposed to thie suzio-political forms. On the contrary, the jmapation
of Oxfam-MDM has been crucial for the success agitimacy of this federation; but there was algeal intent
to network beyond the few pioneer FTOs by includimg growing category of small business-form FT€2&n as
a promising path to the further extension of FT.
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contrarily and thanks to Citizen Dream, do not ‘tfeany more to focus so much on trust-
harboring devices (for instance, governance motheainclude trust-instigating stakeholders
such as NGOs, or recognition by an internationalvagk). The development of the federation
is precisely intended to reinforce the trustwordisis of its members.

The following figure illustrates the extension,rather the transformation, of Citizen Dream’s
organisational model into an institution in its¢kraatz & Block, 2008). Although other

“institutional entrepreneurs” intervene (particljathe Fair Trade Centre and SAW-B), it
appears that Citizen Dream’s founders, througlr theovative organisational model, through
their involvement in the study on FT handicraftdahrough their relationships with other
FTOs and networks (e.g., SAW-B), have played anomant role in the evolution of the FT

institutional environment in Belgium, with a recaipn of newcomer business-form FTOs and
an increasing networking of the diverse types cDFT

Figure 55: Institutional legitimisation of businekem FTOs in Belgium
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1.1.3. Saldac (Type 2)

As previously mentioned, entrepreneurial businessifFTOs seem to have homogeneous
organisational forms and resources, but potentidiiyerging ways of practicing FT. The
difference seems strongest regarding the naturehendxtent of the political message. This is
why it is worth examining a second type of busidessy FTO, Saldac, which seems to differ
much from FTOs such as Citizen Dream.

Origins of the organisational model

The FT cooperative “Andines”, in the lle-de-Framegion, also used to be considered as a
“black swan” that fitted neither the ADM model obmprofit, volunteer-based FTOs, nor the
“Alter Eco-Ethiquable” model of business-form FTQ@gldressing the mainstream. The
criticism of Andines toward these two models letbibe marginalised in the French FT sector.
It participated in the PFCE platform but remainedical toward both collaboration with
supermarket chains and the use of voluntary wotksabsidies. As previously mentioned, in
2002, during the discussions that subsequentlydedFrench law on FT, the tensions were too
high and Andines exited the PFCE, creating its oetwork, called Minga.

Through Minga, Andines institutionalised its modelr practicing FT and promoted its

replication by other FTOs. The main idea of thisdelas that of combining a central economic
activity with a radical political message, throutite development of an alternative to the
capitalist, market-oriented system that both FTQ@d#laborating with supermarkets and

volunteer-based FTOs are accused of favouring tredgthening. The Minga model rapidly

developed and influenced the whole French FT seBixisting FTOs joined the network and

new FTOs were conceived on the same model. In rspect, the development of a
professional training scheme in collaboration withatre Mats Développement was a crucial
step. In the previous chapter, Minga was presergeda strong source of normative
iIsomorphism that pushed FTOs to adopt similar asgdional models. But we should not
forget that Minga is a network created and mandpeBTOs themselves, many of which are
not just passively influenced but also act as enileers.

Saldac is an example of an FTO that was clearlpentced by the Minga model. Initially,
Saldac was created as a nonprofit FTO but refusddliow the path of ADM. Besides the
entrepreneur, who had personal contacts with sepesducer groups in Latin America, two
persons, who were previously active in ADM, joirtbd project with the willingness to create
an alternative to ADM. The FTO remained, howevenals and confidential until the early
2000s. The creation of Minga was taken as an oppityt by Saldac to legitimize its model
and find commercial and political partners. Saléaolved into a business legal form for
reasons that were not just symbolic. Indeed, atogrtb the entrepreneur, the intent was to
send a signal to the different stakeholders trafHhO was not a charitable project but rather a
trustworthy commercial partner, albeit with an altgive vision of business. Becoming one of
the standard-bearers of Minga in its region, Sattkaeloped partnerships with other FTOs at
the local level-although, at the national levelnlyi had antagonistic relationships with both
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ADM and Max Havelaar. Several-not allFADM shopshe region offered Saldac products.
Other FTOs-both existing FTOs (e.g., Karawan) ov wentures (e.g., Sol’Alter)—combining a
business orientation and a desire for politicablagment were influenced by Saldac.

The organisational model of Saldac differs fromt tbhmost business-form FTOs (such as
Citizen Dream) in that the political project is nhumore central and radical. Such a project is
explicitly “anti-mainstream” and sees the econoattivity as a political symbol in itself rather
than as a means to support a social mission. Abrip@nisational level, this translates into the
stronger polyvalence of the entrepreneur and thel®mes compared to what is the case in
other business-form FTOs. In Saldac, as in othelitfgal businesses” (e.g., One Village in the
UK), all the employees are encouraged to sharelé¢lsee to build an alternative and not just
generate value for a specific category of margseali people. “Coherence” is a guiding
principle, with much more attention, at all the d&v of the supply chain, to economic
democracy, to small-scale work, and to a “fair @titor all the suppliers and the employees,
which leads to rejecting voluntary work. The exjsert of small-scale producers and
intermediaries is favoured both in the South anthenNorth (transport, transformation, etc.),
and all the employees are invited to participatthenexchanges. The politicisation of the FTO
is intended to include not only the producers lbsh éhe customers. Therefore, selling channels
should be local and personalised. The consequénsech a drive for integration is that the
functions are less specialised than in the previoodgel of business-form FTOs: there is no
clear-cut division between, for instance, advocany sales.

1.1.4. Oxfam-Magasins du Monde (Type 3)

| already mentioned the threefold structure of @d&DM, which echoes its three missions—
namely being a citizen movement; advocating for &Td commercializing FT products based
on solid partnerships with producer groups. Ittiggg that neither the structure nor the legal
form or the governance model have changed ovdastelecades. This could convey an image
of a passive organisation, with limited influenceits environment. The reality is, instead, that
of a permanent struggle aiming to protect the fip@s of the organisation from the shifts in
the normative environment surrounding FT, as dkeedrin the previous chapter.

Until the late 1990s, Oxfam-MDM shared the FT seetith its sister organisation Oxfam-
WW and a number of other pioneer FTOs (such as MW#ltladen and Fair Trade Original).
These FTOs had a nonprofit, volunteer-based forch slrared the same vision of FT as an
alternative to the capitalist model. However, whuteer FTOs dealt mainly with food products
and had to adapt their structure to both competiecafiaborate with mainstream businesses,
Oxfam-MDM'’s focus on handicraft shielded it fromckua structural adaptation. Unlike other
pioneers that became more market-oriented and efteived into group structures, Oxfam-
MDM, with its volunteer-based and “integrated” stiwre, remained in a position where it
could embed its trading activity in its socio-pigtl project and remain very critical toward
supermarkets and corporations in general. Moreotregugh a certain lobbying, Oxfam
resisted the pressure from the DGDC to isolateethecation and producer support activities in
a separate, non-commercial organisation. A spiitpnoject was nevertheless conceived, but
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never implementet?’ The only concrete impact was that Oxfam’s accagntias split into
two distinct parts.

The reluctance of Oxfam-MDM'’s leaders—and volurdety formally separate the economic
and socio-political activities is more emblematian it may seem. It reveals their conception
of FT as an integrated activity, where worldshogsteoth sales outlets and vectors of political
activity, and where relationships with producersen&oth a socio-economic and a political
dimensiof?? similarly to the rationale of “political business. But, unlike these businesses,
Oxfam uses subsidies and voluntary work to achitsvgoal. Moreover, because of its larger
size and recognition, it is also more exposed #titutional pressures. In my view, this has
made the tensions more explicit than in smallercsires. These tensions may be dealt with in
the day-to-day practice through dialogue betweeneimployees of the different units, who
work in the same building and know each other w&he tensions and the need for a
permanent equilibrium between the different dimensiof FT, between the business and the
movement, may partly explain why the two last diveg left the FTO, as they were rather
focused, respectively, on the movement and on tlsnbss. This has led to searching—and
finding—a leader capable of simultaneously runnihg ambitious political project and the
necessary economic reinforcement, feeling at edbebaeth campaigners and salespeople.

Let me come back on the relative hostility of Oxfsf®M toward Citizen Dream, as the first
“third wave” business-form FTO. It seems that tberfer director promoted a certain defiance
toward Citizen Dream, seen not only as a major aditge for FT handicraft®, but also as an
example of a model for practicing FT that was cdesed less coherent and potentially
threatening. This led certain volunteers, for ins&g to disregard the Citizen Dream shop
selling FT handicraft close to their worldshop. sligh the collapse of Citizen Dream had
nothing to do with Oxfam-MDM, the question may Isked whether the latter did not lead, as
an institution in itself, to slowing down the emenge and the development of business-form
FTOs in Belgium. Indeed, it is a common feeling ageeveral Belgian FTOs, as well as
NGOs, that Oxfam-MDM disregarded them and sometimgdicitly hindered them. Many
leaders of newcomer FTOs reported that, when matamgact with Oxfam-MDM to ask for
advice before launching their project, they wergcduraged to do so. The general perception
of leaders of newcomer FTOs was that of monopoltsthaviour on the part of Oxfam-MDM.

In the last years, however, the staff changes (at@st directors) and the reinforcement of
Oxfam’s economic profile have led it toward a muwbre open and collaborative behaviour,
as the involvement in the creation of the BFTF showmdeed, after a period of certain
disregard between Oxfam-MDM and newcomer FTOs, frener wished to change its
monopolistic-minded image. Yet, the situation off@x-MDM is still difficult. First, the
“unrestricted” political activity that differentias Oxfam-MDM from Oxfam-WW and other
pioneers (MMH, Sjamma, etc.) is sometimes criti¢gigathin and outside the FT sector. The

221 The project is described in an internal, confidrtocument.

222 Recently, the political unit precisely exploreddapromoted the political dimension of partnershipish
producers.

“%3 particularly in French-speaking Belgium. Indeedijr Flrade Original and Sjamma were present mainly i
Flanders, and Weltladen only in the German-speagary
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heavy reliance on volunteers is presented as urdampetition. Criticism by certain
stakeholders, including volunteers, also concerrextam campaigns against large
multinationals (e.g., lkea) and the political pmsis taken in the context of international
conflicts??* Secondly, the financial situation, particularlyparious in the last years, has been
improving only slowly. The Board and some membérthe staff suggested that Oxfam would
not survive if it did not strengthen its commergiabject and make it more efficient. Several
measures were undertaken: a specific sales mamagehired, the marketing and sales staff
were given more autonomy, the least efficient waittthbs were closé®, the product range
was redesigned, etc. As already mentioned, theragpaof the “general secretary” also
constituted a major change. This led to a red&dmiof the leader’'s position in a way that
better covered the economic dimension of the agfiwvhich required a more business-
experienced profile. Indeed, while other pionee©Bhad already been hiring people from the
corporate world for several years (Oxfam Fair Trddax Havelaar, etc.), Oxfam-MDM had
continued to prefer rather activist profiles at tresels of the organisation.

The history of Oxfam-MDM shows how this organisatieas tried not only to resist external
pressures considered as hostile, but also to mfli¢he environment and to reduce the threats
and competition from other FTOs. The organisationadel of Oxfam-MDM can in fact be
seen as an inheritance of the early period of Hlichvis also shared by a decreasing minority
of small, nonprofit and volunteer-based FTOs (6ggmma, D’ici, d’'ailleurs and Weltladen).
The results of Oxfam-MDM'’s strategy are mixed. @me hand, it remains a tone-setting FTO
with much expertise in producer support and edapatregulation, and advocacy. The
involvement of thousands of volunteers, the higtogaition in the public opinion, the many
linkages within the civil society and the intermaial connections within the FT movement
(mainly through WFTO and EFTA) have certainly helge maintain its institutional power.
On the other hand, the FTO’s desire to reinforee eétonomic dimension is difficult to
implement and is slowed down by certain resistanitemn volunteers. Although these
volunteers are far from constituting a homogenecategory, they generally seem alert to
maintaining a democratic socio-political movemehatt keeps a certain control on the
economic activity. The vision of the commercialiaty as a tool to serve socio-political
purposes seems often recalled in front of extestaMeholders, for instance to justify the lower
tax rate on the profits compared to traditionalibesses.

224 Eor instance, against Israel during the strikeSana.
2% Each shop is now evaluated on the basis of iessaid financial results.
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1.1.5. Pangea-Niente Troppo (Type 4)

Toward an organisational model

As previously mentioned, Pangea started its agtiint 1991, only three years after the
emergence of CTM. Created as a nonprofit (“assama?), it evolved to the social
cooperative form in 1993, soon after the latter wasituted and implemented in Italy. Pangea
quickly became the main Roman worldshop in the Gidwork, at the expense of ComES,
the other Roman pioneer CTM worldsHap.

Pangea’s organisational form is characterisedil\firby the social cooperative status. As
previously mentioned, a vast majority of Italian @9 have chosen this legal form.
Nevertheless, much work had to be done by Agicetsding by employees of Pangea—to
convince public authorities that FT could consétw@ coherent field of activity for social
cooperatives, on the one hand, and to help FTOté&Ir annual social report so as to fit the
legal requirements, on the other hand. The suadesdbption of a legal form that was initially
not intended for FTOs was the result of intenséoyg, which constitutes, in my view, a
striking example of how leading FTOs can influettee legislative context in their favour.

A second characteristic of Pangea’s form is linkedts high level of political involvement.
This translates, in Pangea but also in other nstdtkeholder cooperatives, into units
specifically devoted to education, regulation addagacy. In Pangea, the “Info-Cultura” unit
is composed of three full-time equivalents (outadiotal of nine). Even in the “commercial”
unit, people—for instance, those working in the ldgimops—are involved to a certain extent in
education campaigns. In its last strategic FiarPangea insists on the need to professionalise
not only the commercial activity but also the po#t involvement of employees and
volunteers. The strong focus on economic democaadyparticipation in decision-making is a
third feature of this type of organisational for@overnance structures, including employees,
volunteers, customers, and other supporters, aeeshin a sense that encourages democracy
and participation.

Toward an institution?

As one of the pioneer Roman worldshops and a de@ff& member, Pangea’s role and

influence in the Roman region have been strong. fdbading role of Pangea in the Agices
network, concretised by one of Pangea’s managengpgag the presidency of the network,
reinforced its tone-setting role. Of course, it Wbwmot be right to claim that all Roman

worldshops were inspired directly by Pangea’s osgdional form. But Pangea was one of the
actors that helped to create the institutional mmment that legitimised the social cooperative,
volunteer-based, and politically-oriented way ddgiicing FT.

226 According to one of its managers, ComES stoppedadtlaboration with CTM in 1998 because it no leng
wanted to be limited to and thus constrained byiomorter only. ComES rather preferred to opeslitsps to the
diverse importers that emerged during the 1990s.

227 pjano di sviluppo 2007-2009 della cooperativa steangea-Niente Troppo.



Pangea’s organisational form spread to other Romamldshops, partly through the
legitimisation of this model in Italian FT networkacluding the RES network), but also partly
through direct imitation. Such imitation occurrddt instance, in the case of two FTOs that
were founded by former Pangea employees. Thedirdtese FTOs is Equociqua. The second
is Niente-Troppo, a worldshop that was supportedPlayygea from its creation and that
ultimately merged with it. In conclusion, we may ghat Pangea played a crucial role in the
Roman area. Through its own experience and thratsghctive contribution to networking,
Pangea fostered and translated at the local lbeehational trend of conceiving FT in a socio-
political way, parallel to its collaboration withigermarkets.

In the case of Pangea, as with many other cooperatid nonprofit FTOs, the “institutional
work” was rather collective—despite the role ofiunduals in leading these organisations. Such
work was mostly undertaken by a generation of eygse different from the founders, who
previously worked as volunteers. These “managingleyees” seem to combine a high level
of political involvement with a certain pragmatiswhich has appeared useful to deal with the
Roman supermarkets selling CTM products.

1.1.6. MMH-MFT (Type 5)

As previously mentioned, there are two other casedies that have been done on group
structures. Oxfam-WW and Traidcraft have alreadgnbimken as illustrations at several places
in this work. In terms of organisational model, MM#FT is relatively similar to these two
groups. But this case is interesting to expand upEmause of the way that it has integrated and
exploited an external pressure toward the growgsitre into a genuine strategic orientation.

From institutional pressure to organisational model

FTOs impacted by their environment are not necéggaassively influenced by it. Indeed,
organisations adapting their structure to instodl pressures may use that change as an
opportunity to re-think their activity and find @w balance between structure, strategy, and
environment. The case of MMH-MFT is a nice exampfesuch an appropriation of an
exogenous pressure for change. In the late 19%9erebit evolved into a group structure,
MMH was doing well: both the sales of honey andéted products and the development and
education projects were successful. When the FTiDism two legally distinct entiti€S®, it
was rather by obligation than by choice. Nevertbgl&MH decided to split its activities not
only on paper but also in practice. This did notam¢hat the two structures would go their
separate ways. But, rather, it was decided to tdike organisational evolution as an
opportunity for each structure to specialise angeti¥ its own strategy.

MFT, the cooperative entity, was given complete rafjenal autonomy, with a specific

manager and a small staff with business skills expkerience. The warehouse and the offices
were moved to another location. While governance &xerted by volunteers in the early years
of the splitting, people with business expertisegpessively joined the Board to make it more

228 Officially, there are in fact three entities: twonprofit associations and one cooperative. Oriaehonprofits,
however, is mainly a formal structure that has perational vocation.
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efficient in business-related decision-making—aol&ion toward the stewardship model as
described in the fourth chapter.

As for the nonprofit part, it specialised in exg@eenomic producer support and education.
Regarding the first point, it is interesting to eb& that, from 2003, MMH developed producer
support projects with groups that are not necdgstninishing honey to MFT. MMH rather
aims those organisations that are the most in néetdipport—some of which are partners of
MFT, but others not. This is quite exceptionalhe £T sector: generally, only partner producer
organisations receive social support and trainimgside the commercial partnership. The
rationale here is that the training and supportaceies of FTOs are best used for small
producer groups in a fragile situation than for enaleveloped groups that have already
received such support and do not “need” it anymore.

Regarding the other points—education and regulatiddMH (nonprofit) has acquired much
expertise in presentations for schools, with thspecific employees. One of the education
programs, called “Fair Kids”, was developed wite I\GDC—precisely the funding agency that
pushed for a splitting of the activities. Consigtof small movies made by children all over the
world and aiming to increase awareness among ehilliving in the North about the economic
and social gaps between North and South, “Fair Kielseived the “Innovation Trophy” at the
first European FT Fair in Lyon (2008). The develgmiof an advanced and independent
program of producer support, as well as the recaghexpertise in education, can be seen as
two signs of professionalisation of the social antitical dimensions.

Of course, one could argue that professionalisationhe economic, social, and political
dimensions could have occurred even without anrasg#ional splitting. The two directors,
however, explained that the organisational spéttbrought a strategic rethinking of each
activity, to devote the most suited financial aratial resources to each of them, and to
associate the most adequate people in the governatwictures. Specialisation by
organisational splitting, however, has been accamapaby specific coordination mechanisms.
Coordination in the MMH-MFT group could seem lowkan in other groups. The respective
managers and staff of the two entities are orgénisally and geographically separated. The
two Boards are gradually becoming composed ofraispeople and the GAs are following the
same path, with the capital of the cooperative edeto diverse stakeholders (partners,
supporters, customers, etc.). Yet, at the govemadecel, a core group of volunteers still
contributes to decision-making in both entities.rbtwver, at the operational level, clear formal
rules of collaboration have been established. Rstance, part of MFT’s profits is transferred
to MMH. Conversely, MFT is committed to promoting kn the context of its commercial
activities. Finally, the two directors have reguétchanges and contribute to insufflating a
common vision to this hybrid organisational struetun which an NGO and a business
collaborate to better achieve the multidimensigualls of FT.
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1.2. Analysis

What do all these cases have in common? Mainlyfdbethat their organisational form is
much more than a replication of the characteristicsheir environment or an arrangement
meant to minimise transaction costs—although, afave seen, both of these elements have a
role to play. The six cases show how organisationsmore precisely, their managers and
stakeholders—have not been simply following a gipath but have altered it or have created a
new one, using their organisational form as aegiattool. In several cases, the organisational
form is clearly used as a symbolic element thatagya certain conception of FT in the context
of power relationships and tensions among differ@mceptions. These power plays have
appeared quite clearly in Italy and in France.sltworth noting, however, that one same
organisational form may embody very different magsiaccording to the institutional context.
The organisational form has appeared as a veladé,the way in which it is vested with
particular meaning depends on the historical, ggagcal, and cultural context. The study of
Esprit Equo, Citizen Dream and Saldac has partiguttemonstrated that the manager-based
form (types 1 and 2) may take on a totally diffénereaning according to the intentions of the
founders and the way in which they wish to distisguhemselves from other FTOs. Let me
now examine how the findings from the case studiay be analysed in the light of the two
closely related theoretical frameworks that dedhwie strategic dimension of organisational
forms: institutional entrepreneurship and resoul®gendence theory (RDT).

1.2.1. Institutional entrepreneurship

The case studies have shown that organisationaisawithin FTOs are not only able to choose
among a range of options, but that they can alfweince their environment and other FTOs in
order to shape these options in a way that swet® tfsuch dynamics constitute the focus of the
emerging literature on “institutional entreprenéips or, more largely, “institutional work”,
defined as the purposive action of individuals and organizaoaimed at creating,
maintaining, and disrupting institutiohgLawrence & Suddaby, 2006:224). Such work implies
“the generation of new organizational models andcpes that change the direction and flow
of organizational activity (Hwang & Powell, 2005:180). FTOs are thus at masly partly
dependent on the path built by previous FTOs.

Most of the FTOs described above have been invalvéastitutionalising their practice of FT
partly through the promotion of their own organigaal form. This has appeared particularly
strikingly when these FTOs have contributed to eks in which their form and practice is
somehow “celebrated” (Meyer & Rowan, 1991), ashis ¢ase of Pangea-NT with Agices and
of Saldac with Minga—as well as, to a lesser exi€itizen Dream with the BFTF. These cases
illustrate the different steps toward institutionateation such as advocacy, normative
networking, and theorising of the new model (Laveeer& Suddaby, 2006; Maguiret al,
2004). It is worth noting that the actors creatingfitutions do not necessarily need to be in a
powerful position to do so. The case of the membénginga provides a good illustration of
the “potential for institutional entrepreneurship on tpart of relatively small, peripheral or
isolated actors (Lawrence & Suddaby, 2006, p. 249). The promoidrwhat is increasingly
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referred to as the “Minga model”, together with tlegular publication of reports, books, and
press releases, is a clear example of theorisieiinatl as the rfaming of new concepts and
practices so that they might become a part of thgnitive map of the fietd(Lawrence &
Suddaby, 2006, p. 249).

Certain actors attempt to create institutions pelréd previous arrangements. The action of
Citizen Dream and Esprit Equo did not intend toernadne the forms and practices of pioneer
FTOs. Rather, particularly with Esprit Equo, thergers’ role in developing and advocating
for FT was acknowledged. Moreover, in both cashsret was an expressed concern for
highlighting the conformity of their form with thaissions of FT (through WFTO membership
in the case of Citizen Dream and through a partiensith a recognised FTO in the case of
Esprit Equo). This can be related to thextaposition of old and new templates order to
“simultaneously make the new structure understardabld accessible, while pointing to
potential problems or shortcomings of past pradiggawrence & Suddaby, 2006, p. 242).
This is consistent with Schneiberg (2005) who csgs the view of path deviance as a
necessary consequence of an external shock, amgestagthat new paths are often created
through original combinations of elements origingtirom previous paths.

In other cases, however, institutional entreprestg@pr includes disrupting pre-existing
arrangements, i.e.attacking or undermining the mechanisms that leainivers to comply
with institution$ (Lawrence & Suddaby, 2006, p. 262). This is mantrly strong in the case
of Minga members, who seek to undermine not ondydheady less legitimated practices of
the “first wave” of FT (embodied by ADM), but alsee much more institutionalised ones from
the “second wave”. Most striking in this respecMmga’s attack on labeling, which criticises
the use of the term “label” by Max Havelaar Framacel, more broadly, by FLO. Depicting
Max Havelaar as a private brand that monopolisesRh field and integrates it into the
capitalist model (Minga, 2005) is a clear exampledefinitional work, i.e., tefining and
redefining sets of concepts in ways that reconstitactors and reconfigure relationships
between actofsLawrence & Suddaby, 2006:264).

Facing real or perceived threats of disruptionepldTOs such as Oxfam-MDM, MMH-MFT
or Pangea-NT are currently rather active mraintaining the institutions linked to their
respective forms and practices. The active rol®©xfam-MDM in protecting itself from the
shifts in its normative environment confirms Lawcerand Suddaby’s (2006) suggestion that
“the maintaining of institutions must be distingeidHrom simple stability or the absence of
change: rather, institutional work that maintainsstitutions involves considerable effort
(261). The action of Pangea-NT and other FTOs iicégyto reserve membership—and thus
legitimacy—to the sole nonprofit and social coopeeaFTOs is also illustrative of a defensive
strategy. Among the tools identified by Lawrencd &uddaby to maintain institutions, we can
certainly identify the valorisation of the existinggtitution, the denigration of alternatives, and
deterrence, i.e., the setting up of coercive barttie change, typically through the control of a
network’s membership.

The high degree of institutional work in an emeggifield such as FT confirms that
institutional entrepreneurship is favored e’ presence of multiple institutional orders or
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alternative$ (Leca et al, 2008:7), as we saw in the previous chapter. Thgortance of
discourse and normative competition in FT give®mactwith few resources the opportunity to
engage in institutional work. Disruption, partialya does not required powerful or culturally
sophisticated actor, but one capable of workinghighly original and potentially counter-
cultural way$ (Lawrence & Suddaby, 2006:270). The action of yarmembers, located at the
periphery of the dominant FT structures and netgjoik an example of a “counter-cultural”
actor that is little influenced by the dominanttigional discourses—typically those linked to
mainstreaming. As a consequence, its attempts spfigling these dominant institutions are
more powerful because they are less subject to“plaeadox of embedded ageiide.g.,
Battilana & D'Aunno, 2009; Lecet al, 2008).

It is precisely because of such a disrupting ambithat the entrepreneurs of Minga’s FTOs
have a stronger activist profile than in the othvesiness-form FTOs. This echoes observations
in the literature that institutional entreprenepesticularly seek to create projects that mirror
their personal characteristics (Leetal, 2008; Wade-Benzoret al, 2002). For instance, the
founders/managers of Citizen Dream and Esprit Edigtinguished themselves from other
founders by their stronger business profile (thawksespectively, an economic education and
experience in business). While the previous chaggercted entrepreneurs simply as channels
through which broader normative pressures are edldg the organisational level, they can
also be, through their organisational choices, ipe&¢ be at the origin of these normative
settings. Finally, the case studies have illustraléferent types of institutional entrepreneurs,
which can be linked to those highlighted by Dorgd®99). Newcomer FTOs have often
played the role of “institutional innovators”, disistrated with Esprit Equo, Citizen Dream and
Saldac. These FTOs have introduced and startedstdutionalise new approaches to FT.
Although pioneers have also played such an innogatle, for instance when creating new
arrangements such as group structures, they have often intervened as “institutional
engineers”, i.e.,gowerful gatekeepers who affect the flow of resesiio a field (Hinings et

al., 2004, p. 309). Finally, “institutional catalystate often external actors who intervene to
concretise the institutional evolution (Dorado, 298liningset al, 2004). A nice illustration
has been given by SAW-B in the context of the emecg of the BFTF (see the analysis of
Citizen Dream).

In the emergent literature on FT, other authorsaaly examined the institutionalisation of the
FT movement by major networks (Diaz Pedregal, 2&R&&nolds & Long, 2007), or the role of
FT as a whole as an ‘“institutional entrepreneunivam the global market (Nicholls,

forthcoming). My contribution has been to highligtite role of FTOs themselves as
entrepreneurs using their organisational form—dreteby their way of practicing FT—-as a
driver of institutional change. Having recogniseds’ agency capabilities versus the
environment, which widens the range of availablgiomg for them and thus puts into
perspective the rather deterministic predictiondoth neo-institutional approaches, we can
now examine how these FTOs deal with resourcesigifirtheir organisational form.
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1.2.2. Resources

In order to achieve institutional change, but atsmply to survive, access to resources is
crucial. While the link between resources and ogdional form was already highlighted in
the descriptive findings at the sample level andhi@ economic and the sociological new
institutional analyses, resources are particulegiytral and take a much more strategic sense in
RDT and in institutional entrepreneurship. As nobgdLawrence and Suddaby (2006:292),
“all of the practices [of] institutional work requarresources, which are available to some
actors and not others. A critical view of institaial work could begin to examine how those
resources are distributed and controlled, and byomih One way of looking at the link
between strategic access to resources (RDT) antimagy of the organisational form
(institutional entrepreneurship) is the notion sfrategic legitimacy” (Suchman, 1995.
Legitimacy contributes to survivab&cause audiences are most likely to supply ressura
organizations that appear desirable, proper, or agggiate” (Suchman, 1995:574). The focus
on the organisational form also leads to considerprioritarily structural legitimacy:
“audiences see the organization as valuable andhyodf support because its structural
characteristics locate it within a morally favoréaxonomic categofy(Suchman, 1995:581).
In other words, [tlhe structurally legitimate organization becomeasrepository of public
confidence because it is ‘the right organizationtfee job™ (581). In this section, by adopting
a resource dependence perspective, | examine hds'Ftructural choices, particularly in
terms of governance, can be interpreted as stcategmneuvers to obtain and secure resources.

The quest for structural legitimacy appears to tbenger in the case of FTOs facing adverse
and homogeneous landscapes within given regionan{gbe of Esprit Equo in ltaly),
generations (example of Citizen Dream in Belgiumpsob-groups of FT (example of Minga
members in France). In these cases, the accesdNorks appears as a crucial resource. Saldac
and Pangea have taken an active participation cagely in Minga and in Agices to legitimate
their organisational form. Such a participatiorthe decision-making at the network level has
allowed these FTOs to reduce their dependence eretiironment by precisely trying to
control part of this environment (what Pfeffer aSeélancik describe as “enacting” the
environment). Indeed, these FTOs are much lesk likebe excluded from the network or to
face a discrepancy between their vision and thevgr&ts vision and services, since they are
able to influence the latter. In other words, Saldad Pangea are able to shape—at least partly—
the network in a way that secures their organisatictrategy and form, thereby reducing
uncertainty.

Moreover, the relative control on the network a#lmws the FTOs to better control their
interaction with the stakeholders from the broasl®rironment. For instance, it is through its
presidency of the Agices network that Pangea hasn bavolved in convincing public

authorities of the adequacy of FT as specific fieidsocial cooperatives and in preparing an
Italian law on FT that would encourage not-for-grddérms for FTOs. In the same sense,

rmer manager during the interview on April 16, 2008
229 According to one of its managers, ComES stoppedadtlaboration with CTM in 1998 because it no leng
wanted to be limited to and thus constrained byiomporter only. ComES rather preferred to opeslitsps to the
numerous importers that emerged during the 1990s.
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Citizen Dream, through piloting the study on FT diaraft, promoted the support from public
authorities that would not take the form of sub=sdbut rather of entrepreneurial stimulation.
Even if Citizen Dream eventually collapsed, its awement in the research of a viable
economic model for business-form FTOs obviouslyelseven unconsciously—to protect and
improve its own way of practicing FT.

The case of Oxfam-MDM also illustrates the strategiaction of an FTO to a shift in the
environment. Oxfam-MDM traditionally enjoyed a velood reputation and a certain
legitimacy as “the” reference FTO (at least in [Elespeaking Belgium). | already emphasized
how the relationships within the civil society ati@ political world allowed Oxfam-MDM to
escape the coercive pressure from the DGDC towagdngsational splitting. This alone
illustrates the relative independence of Oxfam-MDb&garding the regulatory environment.
Moreover, the structural legitimacy of Oxfam-MDM aganteed a continuous resource flow
consisting of subsidies, regular buying by sympi#theustomers, and large provision of
voluntary work. The latter was particularly secyréad my view, through the systematic
representation (or “cooptation”, to use Pfeffer &aflancik’s term) of volunteers from different
regions in the governance structures. Finally, @xMDM enacted the normative environment
in a way that legitimised structural features sashvolunteer-based “ownership”, volunteer-
based retailing, nonprofit legal form, formalisatiof education and advocacy, etc. As we have
seen, however, the normative shift toward markieintation and entrepreneurial approaches to
FT, translated into changes in other FTOs’ orgdiosal forms, endangered Oxfam’s
legitimacy and brought uncertainty concerning a berof resources (through criticism about
voluntary work, subsidies, political action, etdr).my view, it is the gradual awareness about
this shifting environment that partly pushed OxfsfBM to change its management and to
participate to the creation of the BFTF-these tweattions” being linked to each other.
Indeed, through resuming collaboration with oth€OB and hiring a manager with a stronger
business profile—enjoying a higher legitimacy i thyes of business-form FTOs—, Oxfam-
MDM tried to regain a certain control over partitsfenvironment. This echoes quite strikingly
the observation made by Pfeffer and Salancik (PfedfSalancik, 1978:2):

Problems arise not merely because organizations dependent on their environment, but
because this environment is not dependable. Enviemits can change, new organizations
enter and exit, and the supply of resources becaonmwe or less scarce. When environments
change, organizations face the prospect eitherbsarviving or of changing their activities in
response to these environmental factors.

Esprit Equo’s case has offered an illustrationha tonsequences of non-access to the local
network in terms of control on the environment. fEhare, however, alternatives to the access
to the main national network for a certain contomli the environment. One of them is
developing contacts outside the network that mdyractly increase the legitimacy of the FTO
in the eyes of the FTOs of the “established” nekwdihe joint venture between Esprit Equo
and Comercio Alternativo is an example of an alitue way to have its particular form
recognised or “endorsed”. Yet, in terms of resoulependence, Esprit EQuo seems more
dependent on Comercio Alternativo than the othey amund. Indeed, the criticality of such
an endorsement, but also its magnitude—its impoetam relation to the total resources of the
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organisation—, make Esprit Equo quite vulnerabtenta resource dependence perspective, it
would be in the FTO's interest to reduce its depsicd, for instance, by developing other
products on its own or with other FTOs, or by cdhap a representative of Comercio
Alternativo as a shareholder and/or as a Board memb

Labeling and more generally certification is anotkey resource. Several interviews, however,
lead to question the “criticality” of the labelei, the inability of organisations to survive irth
absence of such a resource (Pfeffer & Salancik8JL9%¥xcepting mainstream channels, in
which the FT label does seem to make a differeweehave seen that labeling is not always
central for shops or importers centred on FT, a@liese working with food products. There are
thus other strategies developed by FTOs to gairswaer trust, some of which imply less
dependence on one particular organisation (theldgbeSuch strategies include reputation-
building, membership to a network, and involvemaintrust-instigating stakeholders and may
be combined with each other (as the case of Citream has clearly demonstrated).

As previously mentioned, cooptation of stakeholdergresented by Pfeffer and Salancik as a
tool for reducing dependence that is particuladgyeand flexible (compared to, for instance, a
merger). In the sample, this is the strategy deexo for instance, by Citizen Dream or Max
Havelaar Belgium. The advantages are cleahen an organization appoints an individual to
a board, it expects the individual will come to pap the organization, will concern himself
with its problems, will favorably present it to etls, and will try to aid it"(Pfeffer & Salancik,
1978:163). Throughout the case studies, we have lse& cooptation has allowed FTOs to
gain expertise and resources in a much more reguldusecured way than if the stakeholders
were not involved.

The securement of resources via the governancetwtes seems to vary with the types of
organisational forms. In individual and businessid-TOs, as well as in the business parts of
group structures, the high need for financial resesi led to a much stronger presence of
individual and institutional investors. In groupusttures such as Miel Maya or Oxfam-WW, it
is interesting to note that such need for financesources, before leading to involve new
stakeholders, led to reconsidering the relationstith existing ones. Volunteers, customers,
supporters and employees were invited to evolvemfrbeing “members” to being
“shareholders”, involving at least a small finamérevestment in the FTO. Other stakeholders
were involved specifically to gain access to finahcesources. This was particularly striking
in Cafédirect, which issued for 5 million poundsamshares in 2004, thereby improving its
financial breathing space and involving a broaderge of individuals and institutions in its
governance.

At a smaller scale, Citizen Dream obtained acceskrg-term credit at a regional public
investment agency in exchange for a representafitime latter on its Board. Another member
of Citizen Dream’s Board was Fair Trade Originahietr had a commercial relationship with
the former. The mutual participation in governara®wed more systematic exchange of
knowledge and skills, thereby leading to a strorigartual dependence” (Pfeffer & Salancik,
1978). More particularly, Citizen Dream securedaitgess to certain categories of handicraft
products and Fair Trade Original secured theiilne¢ain a dozen of shops.
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The interviews in volunteer-based FTOs and the raditparts of group structures indicated
that the involvement of volunteers in governance waicial to stimulate their participation
and their loyalty. Indeed, for these FTOs, voluritelyalty is one the most crucial resources.
For large FTOs such as Oxfam-MDM and Oxfam-WW, ipgration of local volunteers to the
Board was also a manner to communicate concernbaall worldshops to the central
organisation. One leader suggested that, withorgpaesentation in the governance bodies,
volunteers would probably feel less concerned leyetvolution of the organisation and thus be
less motivated in their work. Through a presencéhenBoard, volunteers’ representatives can
ensure that the organisation’s projects and funcigpare worth the time they give (typically in
the worldshops). They are thus able to confirmtthstworthiness of the organisation towards
the broader community of volunteers (Harrow & Paln2€03).

The cooptation of NGOs, for instance in Citizen &ng Oxfam, Max Havelaar, or Traidcraft,
appeared as a stratéffyallowing different advantages in terms of resoudependences.
Direct resource flows for the FTOs consist of adyexperience, and access to contacts in civil
society, for instance concerning the relationshiith the producers in the South or in the
context of education campaigns. In both Oxfam-WW @xfam-MDM, the role of NGOs in
the identification, the selection and the evaluatid the producer groups, not only formally
through the “partner committee” but also informalypeared very clearly. Since the access to
information in the South is particularly difficulthe help of these NGOs through their
cooptation in the FTOs’ governance certainly alldwiee latter to reduce the uncertainty and
thus improve their support to the producers.

Finally, it is worth noting that FTOs relying onftgi and subsidies rarely directly involved
stakeholder groups providing these resources @@nors and public institutions). Yet, it
appeared that the cooptation of certain stakehodgleups such as NGOs and volunteers
facilitated (or even condition) the provision oe#e resources by increasing the legitimacy of
the FTOs. The presence of these “trustworthy” stalders visibly functioned as a positive
signal towards stakeholders willing to provide finel resources, primarily donors and public
institutions.

It should be noted, however, that stakeholders witlydraw their support to an FTO and that
dependence is thus not eliminated by the sole etioptof these stakeholders. Although | have
not witnessed such a withdrawal in the study, ressonable to assume that the retreat of, for
instance, an NGO or a part of the volunteers othef shareholders would be symbolic and
likely to compromise the FTO’s legitimacy. But tiwéhdrawal of stakeholders is not likely to
occur if we consider that these stakeholders a#se hmuch to gain by participating in the
FTO’s governance: access to information, the pdggibo influence the FTO’s strategy in a
favorable way, association to the positive repatatf the FTO, etc. This is an example of
what Suchman callsptagmatic legitimacy; based on self-interested calculation. The most
obvious type of pragmatic legitimacy isXchange legitimaly As we have seen, the

in 1998 because it no longer wanted to be limitednd thus constrained by one importer only. ComéiBer
preferred to open its shops to the numerous impoitat emerged during the 1990s.

430 pjano di sviluppo 2007-268" As this study focuses on the organisational levello not examine the
psychological issues linked to the internal tensiexperienced by individual entrepreneurs.
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participation of Fair Trade Original on the BoarfdQitizen Dream (but also Max Havelaar) is
a way to secure their commercial collaboration. iBudther cases, for instance, the presence of
development NGOs on the Board (as in Citizen Drelsliaix Havelaar, Cafédirect, etc.), the
advantages are less striking. This may be refeweas influence legitimacy “constituents
support the organization not necessarily becausg tielieve that it provides specific favorable
exchanges, but rather because they see it as beisgonsive to their larger interests
(Suchman, 1995:578).

2. Managing the tensions through the organisational fion

The two interactionist perspectives allow me topggethe analysis within the FTOs and to
look not only at the strategic content of theiramigational form, but also at the way in which
the articulation of the dimensions and the tensiassilting from it are concretely dealt with
(third research question).

2.1. Dimensions and tensions in each category

For each of the organisational types, | examine ltteude of the actors imleliberately
articulating the different dimensions of FT throuteir organisational form. Secondly, | look
at the way in which the potential tensions among ttivee dimensions of FT find specific
expressions in the context of each form. To illigtrboth the articulation of the dimensions
and the possible tensions that such an articulatiap entail, | situate a set of organisational
actors at the governance, management and opetakimeds in relation to these dimensions
and tensions.

2.1.1. Individual FTOs (Type 1)

Latitude in articulating the three dimensions

As, in this case, the governance structure andatbbitecture are reduced to one or two
individuals, the main difficulty is that all the pertise must come from the entrepreneurs
themselves. Such an expertise may be limited taévelopment and the commercialisation of
high-quality products, i.e., on the economic dimen®f FT. Indeed, the economic dimension

is even more crucial than in other types of FTOs\ply/ because entrepreneurs are totally
dependent on the venture in terms of revenues (afidbem have invested their own money in

it). This is why certain entrepreneurs seek adddioexpertise in economic matters, for

instance, through an advisory board (example oy&aBut even in this case, the situation

remains difficult because these people only giveidand do not take risks as associates
would. However, the importance of the economic grenfince for the entrepreneurs does not
mean that they are necessarily the only or eveptiheipal beneficiaries of the FT activity.

The social dimension may be handled either direttisough the personal involvement of the
entrepreneur (for importers such as Satya, Soldtsrit Equo, etc.), or for the shops, through
intermediate importing structures (Equomondo andoViMundo). In both cases, the
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entrepreneurs highlighted the priority given to Bnpaoducer groups with whom they can
establish personal contacts (even for entreprenaative only at the retail level). The
interviews with the individual entrepreneurs reeelathe high latitude that they enjoyed in
terms of producer support. This stemmed not ordynfthe fact that they were generally not
dealing with labelled products, but also from theence of organisational governance, leading
to a very low control on producer support. Thisvisy several of the entrepreneurs put a high
value in participating to a network, thereby bettiefj to a certain extent of an extra-
organisational governance mechanism able to moriter primary pursuit of the social
mission. As for the political involvement, it deglsnmuch on the entrepreneur’s profile (with,
for instance, Minga supporters much more involveghtother entrepreneurs). But, generally
speaking, it is the dimension that is least pregenhe day-to-day activities. The individual
entrepreneurs members of Minga, for instance, denghat it is their way of practicing FT in
an alternative way that constitutes a political bginas they do not have the time for concrete
activities relating to education and advocacy. imsarise, the individual FTO is a vector that
may be used very differently according to the garereeur’s visions (Spence & Rutherfoord,
2001).

Tensions

The tensions between the economic, social, andgadldimensions are obviously less visible
because they are embodied by the entrepreneursé¢hess’>" But this does not mean that the
tensions are absent. The dependence of the entegpseon the economic performance of their
venture might suggest that this dimension will segily have the primacy over the other in
the case of a conflict. But this does not seemigoefl in the interviews. Indeed, the focus on
producer support seems similar to that of otheesypf FTOs, and certain entrepreneurs are
particularly involved in education and advocacyiwaités that have little link with their
economic project. In certain cases, confirmed mby through the interviews but also by other
stakeholders, it appeared that entrepreneurs igakcafsignificant part of their potential revenue
to maintain high prices for the producers.

In the case of Satya, for instance, the entrepreioeight to maintain the 100% FT origin of its
products, which probably did not constitute theicanaximising the economic performance.
In her case, the tensions between the economithasbcial goals were most often handled in
the benefit of the latter. In the context of theTBt-this led her to be particularly demanding,
together with the pioneer FTOs, concerning the matiproportion of FT products for BFTF
members. At the opposite, other entrepreneurs deedethe proportion of FT products for
economic reasons. This evacuated part of the tessiod boosted the economic performance,
but it also faded the FT characteristic of theintuees. Finally, tensions were also observed
between the economic and the political dimensiBos.reasons linked to his political vision of
FT, Equomondo’s entrepreneur decided to suppress$jsi shop, all the labelled products,
synonym for large FTOs and businesses, and to fgwoaducts responding to percieved higher
ethical standards offered by smaller and more redtere FTOs such as members of Minga.

%1 As this study focuses on the organisational levelp not examine the psychological issues linkedhie
internal tensions experienced by individual enteepurs.
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This was clearly inefficient in economic terms: theality of the products was generally lower,
their price equal or higher, and they required mumubre efforts in terms of supply

management and communication about their FT nature.

We can thus observe a large diversity in how irtilliai entrepreneurs deal with the different
dimensions of FT and with the tensions among thiems is logical because of the latitude that
these entrepreneurs enjoy, without any organisaltiogovernance mechanisms. The
entrepreneurs were, however, all particularly segko insert themselves in networks allowing
a certain—explicit or implicit—-monitoring and linf@s with the broader FT movement.
Moreover, as reported, for instance, by Satya’s\dnd Mundo’s managers, the linkages with
the “product community” (respectively, clothing dgsers and wine experts) were also very

important.

The following figure representing the tensions obseé in individual FTOs is relatively
simple, since the coordination is ensured by thieepreneur alone. As the figure shows,
however, the network may be used partly as a gaveendevice.

Figure 61: Tensions in individual FTOs
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2.1.2. Entrepreneurial business-form FTOs (Type 2)

Latitude in articulating the three dimensions

Common with the previous category is the high ingoore of the economic dimension in
“business-form” FTOs. But, again, this is the ofdgture that is common to this second type of
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organisational form. | have already commented @nr#ical difference between, on the one
hand, businesses for whom the political dimenssonat part of their goals and that leave it to
the pioneers, and, on the other hand, a minorityigtily politicised businesses. Each of these
two categories has intentionally been representetie case studies (respectively by Citizen
Dream and Saldac); indeed, while the organisatiforat is common, the meaning given to it

diverges fundamentally.

In “political” businesses, the higher integratioh the three dimensions translates into a
stronger polyvalence of the managers and the erapiyindeed, as we saw in Saldac (but
also, for instance, in One Village), most of thepéwgees, in spite of their differentiated tasks,
were involved to a certain extent in contacts vatbducers and in the communication about
the political message of the FTO. In Karawan, sacprocess of “politicisation” occurred
gradually, together with the entrepreneurs’ intereshe vision of Minga. The interviews in
Saldac and in One Village suggest that the comioimatf a business form and a very radical
political message expose political businesses terostility than other business-form FTOs,
especially since the former FTOs criticise both\bkinteer-based nonprofit approach and the
mainstream business approach.

Tensions

The tensions are quite different depending uponldiael of political involvement. When the
latter is low, the main balance that has to be Bbigybetween the economic and the social
dimensions. Sometimes, the social mission is s&dy as an automatic consequence of the
economic activity, which is a rationale similartt@at of labeling. This has seemed particularly
observed in FT shops in which there is no direqidrh In such cases, the shop can focus on
selling, delegating the responsibility of produsepport—and thus the tensions linked to it—to
the importer. If doubts arise regarding the ethitaiure of the importer, the shop is able to
switch quite easily.

When there is direct import, the social missiommigre likely to translate into organisational
arrangements with people or units responsible fodycer support. This may lead to a stronger
specialisation of tasks, but also to higher intetaeasions. For instance, in Citizen Dream, the
initial intent was to buy 100% of the products frdPAT producer groups. Nevertheless,
fearing quality problems and low margins, and wighio extend the scope of products for
customers, the managers decided to include prodiats non-FT producer groups (through
partnerships that were qualified by the FTO asitelitrade”). This decision brought criticism
from certain FT pioneers such as Oxfam-MDM. Thisraple illustrates a typical tension
between quality and financial margins, on the oaedrconcern that is typically linked to the
economic dimension—, and support to small-scalegmalised producers, on the other hand-
which is inherent in the social dimension. Givea émtrepreneurial nature of these businesses,
it is the founder/manager—rather than, for instattoe shareholders—who has to deal with the
tensions, as the Citizen Dream example has shown.

When the political involvement is high, as is tlese for Minga members, the ambition is to
integrate the three dimensions of FT not only wittiie organisation but also in the activities
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of each employee. As we have seen with Saldac,val@gce—rather than specialisation—is
encouraged. But the ambition of integration, withaustructure that formally “settles” the
tensionsis difficult to achieve. One central tension toiethMinga members such as Saldac
are confronted is the tension between the socigsion, i.e., the desire to support small-scale
producers in the South, and the political promotdra local approach to FT. In Saldac, the
local approach dominated, for instance, when theager refused to import honey and wine
from Latin America and replaced them with their ieglents from the Rhéne-Alpes region.
Another tension may arise for instance, between pgbhtical opposition to mainstream
channels and the socio-economic advantages forupeos resulting from the use of these
channels. Karawan faced such a dilemma and detidegject an opportunity of large-scale
distribution of its products and to favour localal¥scale shops.

The following figure illustrates the articulatiorf the dimensions, the nature of the tensions
and the way in which these tensions may be manafyedn the previous category, it is
difficult to depict the diversity of practices aled by this organisational vehicle.

Figure 62: Tensions in business-form FTOs
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2.1.3. Volunteer-based nonprofits or cooperatives (Type 3)

Latitude in articulating the three dimensions

Despite nuances in practices, the study has shbamvblunteer-based FTOs have a clearly
higher political involvement and a lower econonocds than the other types of FTOs. These
features were accounted for, in the economic nstititional approach, by the existence, in
these FTOs, of a number of organisational assatsallow them to overcome the failures of
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other institutional arrangements (typically the kedrand the state): limited profit distribution,
explicit social mission, trust-instigating rolealunteers, access to non-commercial resources,
etc. From a sociological neo-institutional perspegt volunteer-based forms appeared as
“logical” reflections of the drives for economicrdecracy and solidarity that were powerful
ideals in the early decades of FT. However, thdeals have been progressively marginalised
with the emergence of values promoting professismabnd market orientation. In Belgium,
and even more so in France, this model and the FE@®senting it—-respectively Oxfam-
MDM and ADM-have been explicitly criticised. Conseqtly, volunteer-based FTOs in these
two countries have had to resist and justify thegahcy of their model, as the case of Oxfam-
MDM has shown. In Italy, the volunteer-based mokdat remained dominant. In the UK,
volunteers have gradually moved from the FTOs ® litpader movement of FT supporters
(typically in the context of FT towns, universitjghurches, etc.).

Yet, this organisational model is still adopted wtee group of people with limited financial
resources and economic skills but with high idealigish to launch a FT project. These new
volunteer-based FTOs are widespread in Italy, wtiegg are still institutionally favoured, but
they are much less common in other countries (elesrp the sample include D’ici, d’ailleurs
and new ADM shops in France). We would thereforggsest that, since the institutional
context is much less favourable, creating—and ramiimg—a volunteer-based FTO involves a
more conscious and explicit choice than it was he tarly decades of the movement.
Volunteer-based FTOs could also specialise onlyeduacation and advocacy and leave the
economic activity to others, as the case of Oxfak hhs shown. But the interviews (for
instance at Oxfam-MDM) have suggested that mosinteers and stakeholders were hostile to
this strategy. Indeed, the economic activity isessary both to support the social mission and
to concretise the political project (for instanbeough the worldshops). The economic activity
is thus considered as important but generally slibated to the socio-political goals that
constitute the priority for most volunteers andketelders. As the Oxfam-MDM case has
shown, this may lead to tensions when certain acttsh to develop the commercial activity in
a more autonomous way.

Tensions

Indeed, when analising the case of Oxfam-MDM, esfigcduring its most threatening
economic situation, it appeared that the FTO wasebow “caught” between the need to
reinforce its economic strategy and profile, and desire to leave the primacy to the socio-
political project in the context of a democraticvgmance and functioning. In my view, this
fundamental tension partly explains the departdrthe two previous directors: the first had
not the sufficient expertise and insight to tackie economic need, and the second felt
hindered by the movement’s slowness and resistaegasding the changes in the commercial
strategy.

Globally speaking, we may distinguish the tensiaosording to whether they arise within the
operational context (i.e., mainly among employee#}jin the governance structures (i.e., with
the participation of the volunteers) or between rttenagers and employees on the one hand,
and the governance structures on the other. Afitsie operational level, the interviews with
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employees from the different departments of OxfamNV showed that the cultures and
perceptions of FT were different, especially betvdbe political and the commercial
departments (as illustrated on the figure below)the meantime, however, the interviewed
employees saw the work of the other departmentseasssary and complementary to theirs.
Several employees suggested that the integrateckiste and the commun location of all the
units provided many possibilities for conversingdadealing with the tensions at the
interpersonal level. The tensions at the operati@val were more explicit, for instance, when
resources had to be allocated to events that weteclearly linked to one or another
department. For instance, when Oxfam-MDM holdsaadtat a music festival, it is not clear
whether it is the commercial department or thetjgali one that should finance it. Contacts
with the producers are established both by peaptsharge of purchasing and by people from
the political unit. In my view, these “grey zones® much more numerous in integrated FTOs
such as Oxfam-MDM than in group structures, thugiiring a more systematic bargaining in
the former than in the latter, in which more expliales of repartition exist. Such a permanent
bargaining locates FTOs such as Oxfam-MDM clos&liotzberg’s description (1986) of a
“political” organisation (in the broad sense of tte&@m). In an integrated structure such as
Oxfam-MDM, the general director’s role is crucialdealing with the tensions and maintaining
the equilibrium between the different sensitivitid$he polyvalence of the director is thus
particularly important.

The second type of circumstances causing expkgisibns is when fundamental strategic
decisions have to be taken in the General Assemlhen debates arose in volunteer-based
FTOs such as Oxfam-MDM and, previously, Oxfam-WW &niel Maya, to decide whether
products should be made available in the mainstréansions were particularly strong. The
vote resulted in a 50-50 opposition. In this cdke,economic dimension was privileged and
justified by its contribution to the social missjas observed by Davies and Crane (2003). In
many other cases, however, the volunteers favaoeid-political considerations.

Finally, examples of tensions stemming from the rafi@nal activities but used by the
volunteers at the governance’s level were also monse They appeared to be quite strong, for
instance, when it came to external communicatioevefal advertising and/or education
campaigns—the precise nature of which as “advedisor “education” is not always clear—
were criticised afterwards by part of the volunsedoth for the content and for the fact that the
volunteers had not been consulted. Some of thesg@aigns were internal to Oxfam-MDM
(for instance, against Ikea) but others were caeckby the sister FTO Oxfam-WW and meant
to be relayed by Oxfam-MDM. During the study, omenpaign involving Belgian politicians,
and another involving celebrities, brought muchpsicessm and criticism, from both Oxfam-
MDM'’s volunteers and part of the employees. Volenseclaimed the right to give their
opinion before the launching of the campaigns. &inid other examples show, in my view, that
when volunteers have strong, democratic-based septation in the governance structures (as
is the case in Oxfam-MDM), the socio-political dinséons are likely to remain strong, thereby
countering the institutional pressures for “commedigation” and reinforcing the alternative
character of this type of FTO in comparison witloup structures and non-volunteer FTOs.
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The following picture illustrates the nature ance tlevel of the tensions described for
volunteer-based FTOs such as Oxfam-MDM.

Figure 63: Tensions in volunteer-based FTOs (exarmmplOxfam-MDM)
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2.1.4. Multi-stakeholder cooperatives (Type 4)

Latitude in articulating the three dimensions

The economic neo-institutional approach describesperatives as intermediates between
nonprofits and businesses, potentially combininge@sin both economic and socio-political
domains. Moreover, the multi-stakeholder modelvedlado bridge expertise over the three
dimensions. But this does not mean that this poggils always concretised. Furthermore, the
concrete implementation of such a combination mey \quite a lot according to the profiles
of the managers and the expectations of the stékeiso For instance, Soli'gren, owned by the
city of Grenoble, local NGOs, volunteers, local quoers, and customers, is clearly more
focused on the socio-political dimensions, withetatively modest economic project, than
other, more business-oriented—yet multi-stakehelttwperative FTOs, such as Ethiquable
Gourmand. Much depends on which types of stakeholai® dominant. For instance, Zaytoun
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and Ethiquable Gourmand, while both multi-stakebupldliffer in the fact that volunteers are

dominant in the first one, and employees in th@sé®ne: this is one fundamental reason for
the stronger political involvement in the formehere is thus much latitude regarding the
meaning given to the vehicle that the multi-stakediocooperative constitutes.

Tensions

While the presence of diverse stakeholders in th&stbn-making structures may provide
expertise and resources, the likelihood of divergggws among them—leading to high “costs
of ownership”™—is an evident source of tensionst Bthe literature on cooperatives addresses
the tensions between economic and social goaleeset organisations; it suggests that there
may be a tendency to give priority to economic tlgw@ent over the social mission (Levi,
1998). The tensions are even stronger since thalg¢and political) dimensions are intended to
be translated at the internal level (democracy@articipation). In the FTOs that we placed in
this category, the managing employees seem togtaycial role. For instance, in Pangea-NT,
it is interesting to observe how tremendous menfijgrgrowth has been accompanied by the
emergence of a new generation of highly motivatsatérs. Most of these younger leaders
were themselves previously volunteers and thus laagertain legitimacy in the eyes of the
broader community of volunteers and supporterghénmeantime, they seem able to cope with
commercial issues, such as dealing with supermarfketthe distribution of CTM products.
The leading role of these employees is clearlyfoeted because of their involvement in the
Agices and RES networks.
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Figure 64: Tensions in multi-stakeholder cooperagiyexample of Pangea-NT)

Environment _________ I o )
Ry : 7S~ _FT movement < g ai
~~ Civil society, alter- "~ O Business /
\ globalization ~._  ; o~ world -
.. movement (NGOs)--=7*~~---------~ - Tmeooow
Local networks
Stq------7 ‘~\\__~~
Governance level

7., Employees,--*_ S
» NGOs /. jcustomers
[

Operational level

\
\

Examples of E' :
tensions di : Campaigning against vers«s di(r;r?gr?;?c;%
Imensio collaborating with supermarkets
Social
dimensiol

259




2.1.5. Hybrid group structures (Type 5)

Latitude in articulating the three dimensions

The case of group structures appeared most integest both the economic and the
sociological neo-institutional approaches. Thet fiepproach stressed the opportunity to
combine the organisational assets of both formswel as the advantages in terms of
incentives and access to information. The secopdoagh explained this form as a reflection
of the values of professionalism and market origotainked to the phase of mainstreaming,
coexisting with the previous myths of solidaritydaeaconomic democracy. The institutional
acceptation of groups may also be seen as the dsthleir intermediate position in terms of
dimension&® and of their multi-stakeholder configuration.

The case of MMH-MFT showed how the institutiona¢gsures pushing FTOs to render their
economic activity autonomous—reinforced, in Belgiuoy coercive pressure exerted by the
DGDC-could be completed by a much more stratedgentnto develop the specialisation of
different entities while ensuring their coordinatidn other words, thanks to its large size and
to the creation of various autonomous units andadeyents, the group structure may be
purposely designed to deal with the multidimensiamagture of FT. The variety of group
systems and of coordination mechanisms shows hiea¢ is much room for strategic design.
Moreover, the age and size of groups make them powmstitutional tone-givers: they
influence the FT sector at least as much as theyndluenced by it. While the group structure
is a form that allows to formally manage the déier dimensions of FT in a specialised way,
there is some latitude concerning how to divide ematdinate the activities.

Tensions

It is not because the different entities and depants that compose group structures have their
specific tasks and do not necessarily interact w#bh other in their day-to-day activities that
tensions are nonexistent. The example of Oxfam-W@émpaign against Douwe Egbert’s
shows the contradictions that may emerge betweeitferent entities. The question is thus
not so much whether there are tensions in suchegay of FTOs, but rather how and by
whom these tensions will be handled. It seemsttiastructural separation and the large size
of groups may decrease the day-to-day tensionsalsot the opportunities for interpersonal
dialogue. In this context, the ultimate decisiorking in the case of conflicts may be done
either by mutual adjustment of the entities or by“ambrella” person or structure. Mutual
adjustment is observed in the case of MMH-MFT, whiire two directors meet regularly to
discuss common issues. The two Boards of MMH-MRImposed of nearly all the same
people, also constitute a platform for coordinati@oordination is, however, more explicitly
ensured in other groups, especially in those wiieeee is a common director or umbrella
structure (Oxfam-WW, Traidcraft, etc.). Althoughnomon directors are constrained in their
decision-making power—as already described for @XfdW’s director—, they have the

%32 |n the sense that several stakeholders are lit@lyecognise themselves in at least one of the pisou
components.
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specific role of ensuring a coherent strategy lh@ whole group. In Traidcraft, such a role is

ensured at the operational level by the Chief etvee@nd and at the governance level, by the
Board and the Foundation.

Figure 65: Tensions in group structures (exampl®xfam-WWw)
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2.1.6. Synthesis

In fact, the analysis of the tensions in the défartypes of FTOs shows that the nature of these
tensions does not vary so much across the orgemmahtforms. In each form, the three
dimensions may potentially be combined and entepiflict with each other. Of course, there
are some differences observed regarding the impmetaf each dimension and the priorities in
the case of a conflict. The political dimension gaserally more primacy in volunteer-based
FTOs, with a greater flexibility in the importanggven to the economic project. On the
contrary, the economic performance is crucial idividual and business-form FTOs, since
entrepreneurs are totally dependent on such peafozenfor their own living conditions. But
exceptions exist of type-1 and type-2 FTOs thatehawhigh political commitment. In type-4
and type-5 FTOs, it is impossible to point at onenthant dimension, precisely because these
two forms have emerged as vehicles to secure thegarsuit of the three dimensions. It is in
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type-5 FTOs that this is most secured, through parsée entity dedicated to one specific
dimension.

What can thus be distinguished most clearly ambad=TOs is the way in which coordination
is ensured and tensions are dealt with. Basedhenway in which the different types of
organisational forms entail specific articulatiasfseconomic, social and political dimensions,
and allow to deal with the tensions between théseet dimensions, it is possible to bring

insights on the meaning of each form into the taxon

Table 56: Management of the tensions in each form

Type 1 Type 2 Type 3 Type 4 Type 5
Examples Esprit Equo, | Citizen Oxfam- Pangea-NT, | Oxfam-WW,
Satya Dream, MDM, Ayllu | Soli'gren MMH-MFT,
Saldac Traidcraft
Economic Central Central (but | Tool to Central Central (for
activity meaning achieve socio- business
varies) political goals entity)
Social Personal Personalised Vector for Formalised Formalised
mission contacts (wherj political
import) message
Political Depends Very variable| High and Depends Central (for
involvement explicitly socio-political
handled entity)
Nature of economic economic Extent of the | Between the | Between the
tensions development | development | economic three three
(survival!) (survival) activity dimensions dimensions
versus social | versus social
mission mission;
paradoxes
when political
message
Level of Entrepreneur’s| Entrepreneur’s Volunteers vs | Stakeholders + Between the
tensions level level + managers, employees two entities
employees “political” vs
“commercial”
employees
Coordination | Entrepreneur Entrepreneur Governance Governance | Governance
(volunteers) (multiple and managers
stakeholders)
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2.2. Revisiting the organisational trajectories

Based on the extended taxonomy, it is possibleveit the evolutions from one category to
another, as suggested in the fourth chapter. Indbede evolutions can now be understood not
only as reflections of the broader institutionalaes occurring in society and more
particularly in the FT sector, but also as stratagioves that position FTOs differently in
relation to the three dimensions of FT. For instartbe emergence of group structures has
been explained by coercive and normative presaseasgell as by contractual arguments. But
the case of MMH-MFT has shown that the evolutionaal a group structure also corresponds
to a strategic maneuver with goals can be multiplgning the organisational form on the
specific pursuit of each of the three dimensiongof clarifying the goals of each entity;
obtaining specific resources for the pursuit ofhedanension (sales on the one hand, and
subsidies, donations, and voluntary work on theemgthseeking expertise, both at the
operational level (managers and employees) anchetgbvernance level; increasing the
linkages with both the business world and withlcaciety etc. Following Schneiberg (2007),
this shows that a change in the “organisationah’patay be induced by a combination of
external elements (a decision from the public attiles) and internal strategies.

As for the evolution of Saldac from a nonprofitadusiness form, it is not only the result of
the growing influence of Minga, but also a causeso€h an influence. Indeed, Saldac’s
manager has been a key actor in the diffusion afgslis vision, particularly among the ADM
teams of the region. The organisational evolutibmis FTO is thus the concretisation of an
ideological journey through which Saldac’s mandges gained influence and legitimacy.

The shift in missions rather than in organisatioftams is also worth discussing. Indeed,
individual or business-form FTOs may evolve fromradominantly business focus to a more
multidimensional mission, including stronger atient to socio-political issues, without
changing their organisational form. We find intéireg examples of such dynamics in France,
with business-form FTOs (e.g., Karawan) being “ated” to the political vision of Minga.
This vision may be perfectly integrated into thésemg organisational form without changing
the latter, precisely because the members of Mwg to affirm their political vision
through-and notdespitethe economic activity. The impact of this evolatimward a stronger
political profile will rather be observed, for iasice, in the distribution strategy (with a
reluctance to deal with mainstream businessegharselection of products to be sold in the
shop (with a reluctance to sell labeled producats), anore generally, in the philosophy (with a
preference for small-scale and local approaches).

Besides understanding the rationale of the changeshe organisational form already
highlighted in the fourth chapter, we can also addumber of the previously mentioned
observations into the figure of the organisatiomajectories proposed in the fourth chapter
(figure 26). Indeed, we can locate the differenjamisational forms along a vertical axis
corresponding to the levels of importance of thenemic and political dimensions—as it has
appeared difficult to discriminate between FTOseblagn the social dimension. In the higher
part of the figure, we can locate part of the imdlial and business-form FTOs that put a strong



emphasis on their economic activity and much lesghasis on the political dimension. In the
lower part of the figure, the volunteer-based FEPpear in a form that is suited for explicitly
political activities relating to education and adaoy, but less for the development of the
economic dimension. It is thus in the middle phattwe find FTOs that combine high levels of
economic and political involvement. When these thimensions are handled separately, the
organisational form is inevitably a rather comp&xrangement consisting of two more or less
distinct entities (multi-stakeholder group or co@ize). Such FTOs have clearly developed
bureaucratic trends, as a consequence not onlyeaf age and size, but also of the separate,
specialised pursuit of each dimension. When then@oac and political dimensions are
integrated to each other, the organisational fariikely to be more flexible, with coordination
modes that may be either adhocratic (the smallelti-stakeholder cooperatives) or
entrepreneurial (political businesses).

3. Conclusion

This chapter has brought to light a more stratggicspective in the understanding of why
FTOs adopt particular organisational forms, anchwihat consequences. | highlighted how
FTOs may act as institutional entrepreneurs, eitbhexdapt a hostile institutional context in a
way that legitimises their unusual organisatiowaif (e.g., Citizen Dream and Esprit Equo), to
appropriate institutional pressures and transfdmemnt into strategic challenges (e.g., MMH-
MFT), to resist to pressures (e.g., Oxfam-MDM) t@rcontribute to creating the institutional
context that will prevail for other FTOs (e.g., Baa-NT and Saldac). | examined these
strategic actions from a resource dependency pargpe emphasising the concrete
organisational devices adopted to reduce the wangrtbty trying to control the environment
(typically through networks). In the second sectibdescribed systematically how each form
allows for a specific articulation of the three éinsions deals with the tensions inherent to this
articulation. Based on concrete examples of tessioreach category, | analysed not only the
differences in terms of the nature of the tensitms$,even more the differences concerning the
level where these tensions emerge and the peopdgoaps ensuring the final coordination.
Finally, the possible evolutions of FTOs from omegory to another were re-examined from a
strategic perspective.

264



Conclusion

Several conclusions can be drawn at the end ofabi&. First, | review the main findings and
summarise the answers that have been developethdofour research questions. For each
question, recommendations to the FTOs are direcitjuded. Secondly, | examine the
contributions that the findings and the designhi§ tvork bring to the research in Fair Trade,
social enterprise and organisation theory. Thidysthowever, also entails several limitations,
which it is useful to recall and to translate intails for future research. A final section is
devoted to the future of organisational diversity-ir.

1. Findings and recommendations
Taxonomy (Q1)

To explore the way in which organisational diversinay be structured, | developed a
taxonomy with five categories: individual ventur@ggpe 1); entrepreneurial, business-form
FTOs (type 2); volunteer-based FTOs (type 3); maitikeholder cooperatives (type 4); and
hybrid group structures (type 5). These categosesmed relatively homogeneous, with,
however, a few exceptions that could not be neathged in one of the categories. The outlier
case of Cafédirect indicated the likelihood of attsicategory, which | called “multi-
stakeholder NGO-founded businesses”. The diffei@tegories seemed to correspond to
different stages of the organisational trajectori¥ile most FTOs started either as volunteer-
based FTOs (type 3), or as entrepreneurial bussdgsgoes 1 and 2), the two other categories
(types 4 and 5) seemed to be adopted only beyowértain age and size. | have few
recommendations to formulate based on the solénfinof this taxonomy. FTOs could use it to
locate themselves in the broader landscape, tgsmather FTOs in their field, and to examine
their possible evolution along the organisatiomajectories that | have drawn. In my view, it
could be even more useful tool for networks, puldied private support structures, and
researchers, who could analyse and communicatd #&TOs’ diversity in a more informed
and precise way. Training, public support or cotasdy could be focused on certain categories
of FTOs. Based on the common organisational trajest, FTOs in crisis could be specifically
supported and adviced regarding the evolution @f thrganisational form.

Deterministic approach to organisational diversi§y2a)

We saw how, over time, the organisational lands@psved from mainly volunteer-based
nonprofit or cooperative FTOs, toward other formstsas businesses, individual ventures and
group structures. Age and size brought more conitglas well as a stronger specialisation of
the organisational units on one particular dimemsib FT. This appeared particularly clearly
for group structures composed of a business (ecmnaativity) and an NGO (socio-political
activities). Regional differences were strong, wdhrelative uniformity in Italy (social
cooperatives), a divide between volunteer-basegnmdits and businesses in France, and a
larger diversity in Belgium and in the UK. Orgarnieaal forms differed much on the basis of
the profiles of their leaders, with, logically, neofactivist” profiles in volunteer-based FTOs
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and more “business” profiles in manager-owned amaperative FTOs. Beyond this logical
link, it was interesting to observe how, despite ¢nowing importance of business profiles in
all FTOs, including pioneers, certain leaders dividual and business-form FTOs developed a
more activist vision. In terms of resources, onhe tvolunteer-based nonprofits and
cooperatives (either as a whole or as part of agstructure, i.e., types 3 and 5) raised non-
market resources such as subsidies, gifts, andtasluwork. However, even then, more than
two thirds of their resources originated from salgsis proportion was close to 100% for the
other FTOs (individuals, businesses and multi-stalder cooperatives). Finally, concerning
the FTOs’ goals and activities, beyond their sopiasion, | observed three main patterns. A
dominance of economic goals and activities was robsein the individual and part of the
business-form FTOs (types 1 and 2); socio-politigalals were particularly central in
volunteer-based FTOs (type 3), with the economtovide rather considered as tool to serve
these goals; and the different types of goals waymbined more explicitly in multi-
stakeholder cooperatives and groups (types 4 anas)well as, more surprisingly, in a
minority of politicised businesses.

From an economic or “contractual” point of viewganisational diversity was explained by the
fact that FTOs do not all produce the same mix igfethsions or “goods”. | analysed the
emergence of many FT pioneers as volunteer-basedprofit FTOs because of the
trustworthiness of such a form, especially in theemce of labelling, as well as because of its
assets in the political, “public good” dimension F6f (regulation, education and advocacy).
The cooperative form was then examined as a dedtige offers similar assets in terms of
trustworthiness and production of public goods,lavibetter allowing the development of the
economic activity through the mobilisation of capiand higher economic incentives. In my
view, this explains why several nonprofit pioneatishing to expand their economic activity
evolved into cooperatives, and why new FTOs emevg#ddsuch a form. While the growth of
the FT market and the development of labeling veeiggested as major arguments explaining
the arrival of business-form or “investor-owned”®4, such explanation proved insufficient.
Indeed, the analysis showed that these FTOs wetenecessarily focused only on the
economic activity, and that they were able to eegaghe production of trust and public goods
as well. Nevertheless, the focus of all businesstf&TOs on the economic activity could
easily be explained by the contractual assetsdarptbduction of “private goods”, as well as by
the low costs of ownership. The latter costs apmbarven lower in individual FTOs, as there
are no costs of agency and of collective decisiaking. Finally, group structures were
presented as organisational models allowing forctirabination of a large number of assets
and cost reductions in terms of information anemives.

From this perspective, the recommendations for Fai@simple. They should ensure that their
organisational form is effectively aligned on thpnoduct mix in a way that minimises their

transaction costs. Although this theoretical apginoes rather deterministic, it conceives that
organisations may be structured in an inefficieatyvas a temporary stage: they will either
adapt, or fail. FTOs should thus avoid these inefficies so as to ensure their long-term
survival. While useful in many aspects, this thdoat framework does not allow to account

for the whole extent and complexity of organisagiogiversity in FT.
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Using the sociological neo-institutional analysifyrther explained organisational diversity by
the nonexistent, weak and/or conflicting isomorpipieessures affecting FTOs. From a
normative point of view, | distinguished three pd&®f institutionalisation of the FT practice:
foundation, mainstreaming and entrepreneurshiph Bathese phases seemed to constrain the
organisational forms of FTOs of the correspondiegegation. Pioneer FTOs modelled their
form on the values of economic democracy and safjjavhich were predominant in the early
decades of FT. Then, the mainstreaming phase brmadines of professionalism and market
orientation, leading new FTOs to adopt more bushmegnted forms, and pushing a large
proportion of pioneers to adapt their structurggi@ally toward a stronger specialisation,
which culminated in the evolution toward multi-sthlolder cooperatives and group structures).
Group structures were interpreted as reflectionthe$e first two institutionalisation phases;
accordingly, the tensions between the business thadnonprofit part could be seen as
mirroring the broader tensions between these twaititional orders. Finally, a third
institutional phase consisted of the emergencentsepreneurial ventures, in the context of the
promotion of (social) entrepreneurship (includinfpeus on individual action, risk-taking and
innovation). The last two phases brought a gerteead toward professionalism and market
orientation.

Nevertheless, despite such trends, even withinstmae generations of FTOs, uniformity
seemed limited. One reason for the differences gmenhOs was that the organisational
implications of the normative settings of the diffiet phases were rather vague. Indeed, while
certain implications could be drawn in terms ofdedorms, architecture and governance
models, there was still much latitude for divergimgerpretations of and reactions to the
normative pressures. Another reason for the globadrsity was geographical. Indeed, the
normative, coercive and mimetic trends seemed réiftefrom one region to another. For
instance, while in lItaly, the social cooperativenioand the use of voluntary work seemed
encouraged by the networks and the legislationgth@s no such drive in Belgium and in the
UK. In France, the diversity seemed to result frilmi@ coexistence of different networks with
very different visions of FT. Nevertheless, | obselr a dominant trend toward a stronger
business orientation, which led me to suggesttti@uniformity of FTOs is likely increase in
the future (see the end of this conclusion).

The sociological neo-institutional approach bring®ful insights for organisations to locate
themselves in their institutional context. Not ordyefficiency important for their survival, but

also legitimacy in the eyes of other FTOs, FT suigws, public authorities, the general public,
etc. When adopting their initial organisationalnfigror when changing it, FTOs should take
into account the perception of these stakeholdedstle broader normative atmosphere. We
have seen, for instance, that certain managersisihéss-oriented FTOs justified their legal

form by the signal of professionalism it sent tontoercial partners (e.g., mainstream retailers,
corporate clients, transformation businesses,. dicthese managers’ eyes, it was important to
show that they were a true business, and the fegalwas one of the tools to show this. At the
other end of the spectrum, the nonprofit form, gmgsassociated with a cooperative one, was
valued by volunteers, partner NGOs and more gdgerizil society. The case of Esprit Equo

showed the difficulty of their founders to presémmselves with a business form in a rather
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activist environment. This does not mean that FT€Dsuld strictly conform to their
institutional environment: as we have seen, thesetihe ability to alter this environment in a
way that is more favourable to their organisatiolman. But FTOs should be aware of the
energy that this requires.

Strategic-interactionist approach to organisatiomgersity (Q2b)

Despite the useful analyses of these two theotetigproaches, it appeared that the diverse
organisational forms adopted by FTOs were not guigled by their product mix and by the
context in which they operated, but also by thatsgic choices of the organisational actors
themselves. Through the analysis of the concreépisf of the organisational form in six
different cases, we saw that FTOs were able t@scinstitutional entrepreneurs” capable of
influencing the environment in a way that recogais@d promoted their own organisational
form and secured their access to crucial resouhsdseed, the organisational form appeared as
a major strategic tool to legitimise certain visoaf FT, i.e., certain articulations of the
economic, social and political dimensions. In catgen which pioneer FTOs were dominant
and seemed suspicious toward newer, more busimesgenl forms, certain FTOs had to
struggle to have such type of form accepted antus#tl. While this process happened
“successfully” in Belgium (with the experience oitigen Dream and the creation of the
BFTF), the situation seemed more locked for FTGshsas Esprit Equo in Italy, because of
normative and coercive pressures that were prgcgedped or reinforced by FTOs such as
Pangea-NT.

In Belgium and in the UK, most pioneers anticipateginstreaming, or at least adapted to its
requirements, thereby becoming able to compete miimstream players. In Belgium, such an
adaptation was imposed by the public administratidmch obliged FTOs to isolate the socio-
political activities in a separate, nonprofit entitWe saw how MMH-MFT reappropriated this
forced evolution into a group structure throughradgal specialisation at the operational level,
and later at the governance level. Such evolutias mot really observed in the craft sector; we
saw how Oxfam-MDM tried to maintain its model amdhinder the emergence of business-
form FTOs. Eventually, in the context of a diffitelconomic situation, and after changes in its
leadership (both the person and the profile requérg), it preferred openness over isolation,
which translatedinter alia, into the participation to the BFTF. | could hasdawn a similar
picture for ADM in France. ADM’s position was evenore difficult that is was caught
between mainstream-oriented business FTOs that meh more successful economically,
and a growing stream of political businesses thitised the use of subsidies and voluntary
work. The latters’ political vision, entailing arehg hostility toward mainstreaming, and
capitalism in general, was embodied by the Mingavagk. We saw how Saldac relayed such a
vision locally in Rhéne-Alpes, influencing other 3 and offering an alternative to employees
and supporters who were unsatisfied by the ADM rhode

To gain a better control on their environment, Fg0 access and secure crucial resources
through strategic manoeuvres that can be linkddegmrganisational form. We have seen that
financial resources, access to networks, influeoicepublic regulation, or volunteers’ and
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employees’ loyalty, were better secured through ittvelvement of stakeholders linked to

these resources in the governance structures. BQdd thus realise that their institutional

context does not totally constrain them but that/thave opportunities to change and control
this context, and to conceive their organisaticioain in a way that serves their strategic
interests.

The strategic contribution of governance structwessms particularly worth examining. FTOs
should determinex antethe types of resources they aim and identify tlaéedholders who
could facilitate the access to these resourcesinMadvement of particular stakeholders would
thus not be only the result of historical or inengpnal proximities with particular groups, but
it would also be guided by the FTO'’s strategic cambver key constituents in its environment.
Following Pfeffer and Salancik (1978), FTOs shotlids consider the cooptation of diverse
resource-related stakeholders in order to also gaipertise and loyalty from these
stakeholders, even though this may bring challemyésrms of decision-making and lead the
existing “governants” to give away part of theimt@l on the organisation. It is worth noting
that the inclusion of stakeholders can also beeaelti through other ways than through formal
involvement in governance. In the study, the malsiaaced example of stakeholder dialogue
was provided by Traidcraft. Although such a widalsaialogue is more difficult for smaller
FTOs, it allows FTOs to gaim“clear and detailed picture of each stakeholdexpectations,
and to engage into concrete actions to meet thegseatations (Traidcraft's Chief executive).

The legal form is also a matter of strategic choitkis is particularly highlighted in the
literature on social entrepreneurship, as suggebtedBattle Anderson and Dees (2006),
“[w]hile many social entrepreneurs do adopt a not-profit form of organization, they, and
those researching them, should view the choicbefdgal form as a strategic decision, not a
state of being. Legal forms of organization arestatts; tools people have designed to serve
various purpos€s(156). FTOs can exert a strategic managemerttef tegal form when they
do not consider it as a static, given element iragddsy the environment but rather as a tool
that may evolve with the organisation and be arabpf innovative thinking. Indeed, both
through the initial conception of the legal formdathrough its subsequent change, certain
FTOs showed to be very innovative. In several cabesmanagers had to spend much time in
collecting information about the legal form, explag it to employees and other stakeholders,
and meeting its requirements. Another possiblevation is the combination of several legal
forms. | would not recommend, of course, that dalO8 adopt new or multiple legal forms. But
it seems important to stress that the FT activetyuires organisational innovation parallel with
social innovation, and that the experimentationnefv forms and combinations by certain
FTOs may open new organisational paths suitedtfard-TOs.

Tensions (Q3)

On the basis of the lessons from these case studd@amined the nature and the level of the
tensions that each type of organisational form damgarding the articulation of the three
dimensions of FT. Let me review the specific sitwainf and formulate recommendations for
each type of organisational form.
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Individual FTOs (type 1) appeared as very speaéises in which it is the entrepreneur who
embodies a particular mix of dimensions. But gitles limited expertise and resources of the
entrepreneur, the “mix” was often reduced to onenidant dimension. This reduced the
emergence of tensions. These tensions were nattalieeinstance the typical tension between
profitability and proportion of FT products) butethwere often implicit and situated at the
entrepreneur’s level. The problem of individual FST® the lack of expertise and governance
that make the simultaneous management of severaerdions difficult. While certain
individual entrepreneurs explicitly favoured theiconomic development, others were more
focused on personalised producer support (Saty@pudicipation to a political project (as in
the case of Equomondo and D'ici et de la-bas). W view, Esprit Equo constituted an
exception in the combination of a large economicceas and an ambitious social mission.
Therefore, individual entrepreneurs should exglogt opportunities of broadening the scope of
their ventures, particularly through linkages witther FTOs (bilateral contacts or networks)
and FT supporters. While this may appear as a re@ndation for all FTOs, it is particularly
the case for individual FTOs that would otherwisenain both isolated and confined to a
particular dimension of FT. As they cannot creaimplex governance structures, individual
entrepreneurs should explore other ways of broadethieir governance, through a network as
“guardian” of their social mission, and/or througtlvisory groups aiming to capture lacking
expertise. Finally, although the fear of severarepreneurs to loose the control on their
venture may be understood, organisational growtlulshiead them to consider an evolution to
the next category, as we underlined in the sixdptér.

Entrepreneurial business-form FTOs (type 2) werendgeneous in their focus on the
economic activity, on which the entrepreneurs weependent for their survival. Only a
minority, however, particularly within the Mingatmeork in France, had a very strong political
message that they wished to express through aedaiddy local, small-scale and anti-
mainstream economic project. This led to tensiforsinstance, between the reluctance to deal
with large volumes, and the desire to bring a $iggmt support to producers in the South.
Again, these tensions were often managed by themeneurs alone, leaving much room to
their particular vision of FT. While the businesgpertiseavailable to the entrepreneurs was
generally significant, through their education agperience but also through the possible
advice of the shareholders associated in the ventiis did not necessarily lead, as we saw, to
effectivemonitoring This was even more striking concerning the dauiasion, the adequacy
and coherence of which resided in the hands ofetiteepreneur alone. Similarly to the
previous category, the entrepreneurs of businegss-FI'Os should consider joining networks
that might “endorse” their trustworthiness. Thisilkcbalso increase their legitimacy and their
link with the broader FT movement, as observedifstance in the case of Signaléthique
(working with the PFCE and WFTO). Peer-to-peer rwmg in the context of a network may
however be insufficient. And, contrarily to indivdl ventures, business-form FTOs have the
possibility to set up own governance structures ii@g monitoring, expertise, resources and
linkages with the diverse stakeholders. The contlmnaof intra- and inter-organisational
governance may particularly stimulate the legitignand the efficiency of business-form
FTOs.
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In individual and business-form FTOs, a broader laio@ation of the different dimensions of FT
may also be achieved through a greater polyvalerfickhe managers and the employees.
Polyvalence may also be a value in itself, paréidy] as | have highlighted, when FTOs do not
see business, producer support and political &gtas three separate domains. When the
alternative way of doing business entails a pdalitdimension, this often translates into rather
polyvalent structures, with a manager (e.g., SfalD’ici et de la-bas, etc.) or a small team
(e.g., Saldac) performing various tasks and ainimde similarly at ease in a shop, in a
negotiation with producers or in a political deb@feln medium-size FTOs, volunteers or
employees may be specialised in one domain butlsineously master basic knowledge on
the other dimensions. This is the case, for ingaimcan FTO such as Karawan, where sellers
need to know from which producer groups each prbduginates, and people in charge of
relationships with the producers need to have sknosvledge on the market characteristics
and consumers’ preferences for each type of product

The third, volunteer-based category was generallyacterised by a high political involvement
and a relatively low economic development (compacedther FTOs). The trading activity
was often considered mainly as a tool subordintigtie broader socio-political project. This
led to debates concerning the degree to which, #wed cost at which, the economic
development was allowed. In Oxfam-MDM, but alsoather volunteer-based FTOs, this
translated into tensions both at the operationeélldbetween the employees working in
different units), which were handled by the gendradctor, and at the governance level, where
the volunteers generally seemed to give primacyh® socio-political missions over the
economic performance. To avoid amibuity, often $ymo for a certain organisational
paralysis, volunteer-based FTOs should deal with filllowing dilemma. Either they see
themselves as a socio-political movement and théguéate their activities (including the
economic ones but also the support to produceosindrthis project. The sales of FT products
may find their place in this context, with worldgisoappearing as places of education and
campaigning more than as channels to increaseuttmdvier. This involves, in my view,
accepting: a limited economic scope compared terdd#TOs; a social mission that does not
rely so much on increasing volumes for producetgdiher on qualitative and political aspects
of partnerships; an understanding of professiomalibat is not mixed up with market
orientation (see seventh chapter); and a seconglace for profitability (for instance as a
criterion for evaluating the worldshops). | wouldysthat this option is often favoured by
volunteer-based FTOs; an extreme example is Oxf&mHat stopped importing FT goods.
But another possibility for volunteer-FTOs is toosbthe economic activity parallel with the
socio-political project. This requires, howevenigg a significant autonomy to the economic
activity. Several architectures can be built fas thurpose, with different types of control by
volunteers and stakeholders on the economic actiVite group structure is the most common
one and should be considered when a large sizached, in order to exploit the possibilities
of combination of legal forms and the specialisatid governance structures and managerial
posts. But it is also possible to imagine othemhigectures in the context of a single legal

ance when NGOs have been present from the fournditige FTO. Nevertheless, this does not
eliminate the advantages mentioned here
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structure, in which it may be easier for employaed managers to converse and deal with the
tensions at an interpersonal level in the day-tpajgerational context.

Multi-stakeholder cooperatives were characterisgdhigh involvement levels in both the
economic and the political sides, which was mad#i@k through their more complex, multi-
stakeholder structure. Such a structure seemegpi@ss explicitly the combined articulation
of the three dimensions, with an increased spsei@hin of each function. The case of Pangea-
NT showed the opportunities of such a specialisatibrough the ability of both leading
campaigns against multinationals and negotiatingh veupermarkets. As we saw, these
opportunities also brought tensions, which werentgadealt with through the governance
structures. Indeed, while multi-stakeholdershipars attractive ambition, it is also a huge
challenge. The first challenge comes from the mgeayistematic evolution from a single-
stakeholder model (generally volunteers and/or eygas) to a multi-stakeholder one: in order
for the latter to exist not only on the paper, asmeathing that is nice to communicate about,
stakeholders must receive a significant votingtri§econdly, FTOs must accept that involving
multiple stakeholders inevitably leads to tensionsich may not be handledpriori. This is a
condition for the governance structures to be aeplaf constructive debate about the
articulation of the three dimensions in the orgatisal missions and activities. Participants to
multi-stakeholder governance are thus not only aesiple for the good functioning of the
organisation, but also for the balance betweemitkiple missions.

Finally, group structures went relatively far inetispecialisation of each of their entities:
resources, managers and employees, governance snaiel The tensions tended to be
reduced at the operational level by the fact that goals and tasks were attributed to each
entity through explicit rules. Yet, as we saw inf@w-WW, tensions arised from the lack of
information exchange between the two entities,iistance concerning campaigns against the
unethical practices of multinational companies. M/lgroup structures have gained efficiency,
legitimacy and growth opportunities thanks to theréased specialisation of each of their
entities, they should balance such a specialisatitim coordination devices in order to deal
with the inevitable tensions between their différgoals and activities. It is worth noting that
Oxfam-WW and Traidcraft evolved from a situatiorttwiwo directors to the appointment of
one common director for the two entities. In Traadt; instead of having one of the two
directors taking the control over the whole growpjch might have given the impression that
one part was taken over by the other, the appomtnoé an external director meant to
symbolize a “fresh start”. At Oxfam-WW, the direciaf the nonprofit part was appointed to
manage the whole group, which symbolised the faett the nonprofit controlled the
cooperativé® and not the opposite. Another solution may lieggular interactions between
the two directors (case of MMH-MFT). The governastrictures are also a crucial place for
dealing with the tensions. Oxfam-WW and Traidcm@ibse for a common Board (with an
additional overall “guardian” structure in the sedoFTO). MMH-MFT evolved to separate
Boards but with a part of the members belongintheotwo Boards. These FTOs should not

GOs have been present from the founding of the FNe&Yertheless, this does not eliminate the
advantages mentioned here
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loose sight, on the long term, of the importancenafntaining strong coordination mechanisms
to balance specialisation and avoid seeing the é@ntities go their separate way, evolving
isomorphically toward, respectively, a pure bussnasd a pure NGO.

2. Contributions
Combination of theoretical frameworks and method&s

A first key contribution of this work is to bridgdaree different theoretical perspectives to
tackle the research questions. While such a cortibm&aas not been straightforward, it has
provided interesting insights concerning the cdwitiions of each perspective and on their
possible dialogue in understanding the reasongtencheaning of organisational diversity.

Economic new institutionalism has suggested thaD$-Bre diverse because they perform
different roles. Organisational forms are refleatioof the actors’ ability to minimise
transaction costs for the production of particgaods. Such a functional view is one way of
seeing things and has been partly validated btindy: volunteer-based FTOs have emerged
and are still present because they sustain the-patitical ambition of FT, cooperative and
business forms have appeared to foster its econdavielopment, and group structures have
been created to allow the coordinated pursuit @éhtwo missions. However, the exceptions to
the rule are numerous. Sociological new institiglem has brought the emphasis on the
symbolic role of organisational forms, as reflemtioof norms, values and other pressures
originating from the environment. In such sensgaarsations adopt certain forms not because
they are the most efficient but because they agentbst appropriated, the most legitimate.
Institutional entrepreneurship also draws on tlgitileacy of the organisational form, but sees
it as a strategic construction aiming to contribtwethe creation or the modification of
institutional orders rather than as a mere proedsgonformance to given institutional
pressures. Finally, resource dependence theoryedas the organisational form in a strategic
perspective, as a tool to gain control over theirenment and reduce the uncertainty
surrounding the organisation.

All four approaches have proved valid to a ceritent and have allowed me to explain a
certain number of observations. But neither of #pproaches has offered a global and
undisputable understanding of organisational dityens FT. It seems clear that organisational
forms have both a functionahd a symbolic role. These types of roles may be noorkess
important according to the situation and the tiragqal. Indeed, legitimacy issues are probably
more important at the founding of the organisatiwhen the dependence on external appraisal
is highest, and when newcomers are facing unifanthtaus strong normative pressures from
other actors. As we have seen, the latter situattonbe captured through the notion of “path
dependence”. When previous FTOs have followed leerainiform path in terms of form and
way of practicing FT, then it is much easier fomeemer FTOs to simply follow the path than
to explore alternative models. This has appear@e glearly in Italy, where the case of Esprit
Equo has shown the difficulty of path deviance.dgdeh offers another example where the
dominant, volunteer-based path has been challemgédo new paths in the late ninetees. The
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first one has been due to an external shock camgist the intervention of a public subsidising
authority. The second one, however, has been oganad FTO itself (Citizen Dream). At the
opposite, when normative pressures are diverseoamnadak (situation faced, for instance, by
pioneer FTOs in Belgium and in the UK), severalhpatan be followed or created, leaving
more room to creativity and to efficiency concerlmsthe case of existing paths, it is worth
noting that large and established organisationsdess dependent on it. Indeed, FTOs such as
Cafédirect have been able to innovate and to infleghe sector rather than being influenced
by it.

Of course, as the most recent approach, institatientrepreneurship is also probably the most
complete and thus the least subject to criticisrdeéd, it has brought strategic insights (some
of which are close to RDT) into sociological newstitutionalism. Such a combination,
however, leads to paradoxes and to a weaker explgr@ower. While the two traditional new
institutional approaches have been based on systesample-based observations, institutional
entrepreneurship has drawn on a case-to-case mpayploring particular situations rather
than general links. This is, in fact, another adage of combining different theoretical
perspectives entailing different methodologies.sThas allowed me to gain both a general
picture of the rationale of organisational diversit FT, and an in-depth understanding of the
meaning and the implications of such a diversitthatorganisational level. It is thanks to this
in-depth analysis that | have been able to explbee tensions within FTOs and their
management through tools linked to the organisatitorm.

Bringing organisation theory into Fair Trade anscg& enterprise

As mentioned in the introduction, there has betle lwork using organisation theory in the
context of social enterprises, and Fair Trade irtiqdar. Yet, the insights of organisation
theory are crucial to open the “black boxes” of ET@hich, as stated in the introduction, are
much more than simple and homogeneous links betwdgoal consumers in the North and
small-scale producers in the South. If we use tleaphor suggested by neo-institutional
economists, a major contribution of this work Hasstbeen to “open the black box” of FTOs. |
have not only proposed a precise and data-baseddmy to categorise FTOs, but | have also
explored different explanations for such a divgrsshowing the functional and symbolic roles
of the organisational form. This should allow resbars and practitioners to locate particular
FTOs in their broader organisational landscape, sndunderstand the reasons and the
implications of the legal form, the architecturedatihhe governance model. The strategic
perspectives analysed in the last chapter shoujshltecularly useful to see the organisational
form as a tool for shaping the institutional comtamxd for capturing crucial resources.

Bringing Fair Trade and social enterprise into orgaation theory

Conversely, | believe that the study of FT and, ergenerally, social enterprise, brings specific
challenges to organisation theory, part of whickkehbeen dealt with in this study. First, it
appears that the notion of organisational formdfeen been reduced to the sole architecture or
design. In several cases, indeed, the legal fornois'variable”, and the main owners are by
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definition the shareholders or the founding manag@t, since, in FT and among social
enterprises in general, several legal forms magdmpted and seem to be linked to different
foci, the choice of the legal form becomes muchengirategic than in other fields. Moreover,
with the presence of several social groups hol@irgjake in the FT project, the governance
model may also be shaped in a way that enablestaircéalance between the different
organisational goals. The decision-making poweretne does not depend on one’s financial
contribution as a shareholder and becomes shareded® groups that are involved in a
common project. Hence, the legal form and the gwuare model should be taken into account
in the study of organisational forms, especiallyewhorganisations pursue goals of a
fundamentally diverse nature, as is the case oélsecterprises. As this study has shown, each
of the elements may be an entry to the same breality: In other words, the possible
congruence between legal form, architecture an@ém@nce model may give more consistence
to the study of organisational forms.

In this context, a major contribution of studying®s and social enterprises is, as this work
has suggested, to examine the link between thadmaénsional nature of a given field and the
diverse organisational forms of its participants we have seen, such a multidimensional
nature allows going beyond traditional variablesogjanisation theory, such as age or size.
Indeed, the origin of the resources or the nat@ithegoals and activities, which are generally
not discriminating—and thus useless—in traditieg@nomic sectors, appear particularly crucial
in the sectors in which social enterprises operfageh of the theoretical approaches may be
enriched by the observation and the explanatioorgénisational diversity in the FT context.
For neo-institutional economists, the existencecamplex, hybrid “goods” such as those
inherent in FT brings nuances to the classificatibarganisational forms in terms of assets, as
we have seen in the fifth chapter. For neo-instih#l sociologists and organisation theorists,
the apparent persistence of organisational diwersier time seems to challenge the
isomorphic predictions and to reflect situations“iistitutional void” and/or “institutional
plurality” (Kraatz & Block, 2008). Neo-institutiohaheory should thus not only take into
account the strategic abilities of organisationshie context of institutional entrepreneurship,
but also examine the influence of ideological festio the shaping of organisational forms and
the persistence of their diversity. In the contaiinstitutional entrepreneurship, the disruptive
power of social enterprises and their ability toampose existing institutional orders (Mair &
Marti, 2006; Nicholls, forthcoming) may enrich thieeoretical perspectives and offer exciting
fields of investigation.

3. Limitations

The width of this work is simultaneously its strdngnd its weakness. Indeed, while | have
highlighted the complementary answers providedhieyfour theoretical approaches, my choice
has not allowed me to deepen the analysis on argesapproach. The same goes for the
methodology, as previously mentioned at the erttiethird chapter. Moreover, the analysis of
four countries, while allowing a wider sample arftug a more valid apprehension of
organisational diversity and of regional influenaes such diversity, have led to only partial
insights of each regional situation. Another limida is the focus on the leaders’ views as the
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main source of information. Although part of thdommation was triangulated, | could not
avoid biases resulting from diverging interpretai@nd answers. This was particularly explicit
in the capture of the organisational goals, whicaswather problematic. Despite these
limitations, | think that this field study has pided sufficient material to answer the research
questions. Even if the situation of all the FTOs hat been deepened, there have been enough
numerous and deep interviews and case studiegddlie theoretical analyses. The limitations
underlined here should mainly serve to open tfar$uture research.

4. Future research

Since this study is among the first to use orgdioisaheory to examine FTOs, there is clearly
much room left for research in this area. Here imoa-exhaustive list of organisational issues
that seem worth exploring. | limit my examples b, Rlthough it is obvious that these topics
could be (and, in certain cases, have been) exanmn&her fields of social enterprise.

Taking the taxonomy developed in this work as &bemund, each category of organisational
form could be examined separately, with severaésdbat would highlight the features and
challenges of each form regarding the practiceTof The study of individual FTOs could for
instance, be linked with the broader literature(social) entrepreneurs. Another interesting
case could be that of “political businesses” arartimstitutionalisation through networks such
as Minga. Concerning more mainstream-oriented lesses, a key question would be how far
they may go in developing the economic activity amaking profit, in the context of the debate
about the boundaries of FTOs and, more broadlyjas@nterprise. The challenges of
maintaining volunteer-based FTOs in an increasimgbrket-oriented and competitive field
would also be worth examining, including the degteewhich the economic activity is
developed and given autonomy. The case of growgtstes is particularly challenging and
should be explored further, drawing on the rich aathplementary interpretations offered by
the diverse theoretical approaches used in thi&wis we have seen, more attention should be
devoted to the balance between specialisation on éaension of FT and coordination. The
study of some of the most innovative coordinatiohesnes such as multi-stakeholdership is, in
my view, particularly promising. Finally, the categ of the “NGO-founded businesses”
deserves a special attention and could be includeithe taxonomy. The latter should be
completed and “tested” in other contexts, includimgre in-depth international comparisons of
how and why the organisational landscape of Fledsfacross the countries.

Researchers could also focus specifically on osgdinnal change in FT, try to explain how

and why it occurs and whether this is differentiravhat is described in other sectors. A closer
look at how changes in organisational forms malecefor cause shifts in the missions would
be insightful. Also worth examining is the relatibetween the different categories of FTOs,
drawing on the different types of relations hightigd in previous work on FTOs (Becchetti &

Huybrechts, 2008) and in the broader literaturg. (ustin, 2000). A special attention could

be paid to the way in which the organisational fonffiuences the relationships of FTOs with

mainstream corporations. The complementarities &twthe two major components of FT,

highlighted by several authors at the movemenvsliée.g., Gendrort al, 2009a; Nicholls,
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forthcoming; Wilkinson, 2007), could be exploredther at the inter-organisational level. The
different categories could also be compared onmngeaf precise issues. A major but tricky
issue would be to compare the impact on the pradumecording to the type of FTO involved.
Finally, further empirical material about how tlensions inherent to the FT activity manifest
themselves in the different types of FTOs wouldvedcome.

5. The future of organisational diversity

A key question at the end of this work is thatlog future prospects of FT. We have seen that
the mainstreaming of FT has brought a new generatid-TOs and has pushed a large part of
the pioneers to evolve to a more market-orientedfilpr The recent emergence of
entrepreneurial forms has further increased thégmnénance of business-like FTOs. Isn’'t there
a likelihood of an increasing organisational umifdy and resemblance to traditional
businesses?

Several factors may point in this direction. Fiss, the business forms have gradually been
accepted by pioneers, and as the business pathhad-become institutionalised, the obstacles
to the multiplication of business forms have dissgypd. While in France and in Belgium
business-form FTOs already constitute a majorityeirms of number of organisations, it is
likely that such a numeric weight will be combinetth a growing influence in the future.
Moreover, the tendency in pioneer FTOs, especialgooperatives and group structures,
suggests that “professionalism” and market oriematwill be increasingly powerful
guidelines. From a functionalist perspective, thesentations are often justified as required
for the very survival of the FTOs. But, as undetinby the early sociological new
institutionalists, normative trends such as protesdism and market orientation are precisely
presented as technical requirements by influensi@keholders (business experts and
consultants, public authorities, commercial pagnetc.). Finally, the development of labelling
schemes, both in the context of FLO (broadeninthefrange of labelled products) and outside
of it (labels such as Ecocert) is likely to attracgrowing number of companies, even in a
“100% FT” perspective.

Despite all these reasons, | still see a placedieersity in FTOs and “resistance” to the
uniformisation of the market logics. It seems cldaat the pioneers’ approach to FT, with
volunteer-based, nonprofit models, will become aarity in most countries (with maybe a
few exceptions for instance in Italy). But this daet mean that all links with the civil society
will be cut. The examples of Oxfam-WW and Cafédirsbow how NGOs and volunteer
groups may remain involved in market-oriented FTysbecoming influential shareholders
that act as watchdogs of the social mission. Maggahe marginalisation of volunteer-based
FTOs in terms of economic weight and number of miggions does not mean that these FTOs
will loose their influence. By locating themselve®re at the periphery of the FT sector, they
may continue to monitor its evolution, and formalaew avenues for high(er) FT standards.
As the former director of Oxfam-MDM statedorobably in twenty years time we won’t be in
the FT market any more: our role will rather bedome up with the next ‘big idea’ that will
bring more fairness into the globalised econbmy
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Moreover, the dominance of market resources, bssirlegal forms and entrepreneurial
dynamics in the other FTOs does not prevent them fdeveloping diverse architectures and
governance models. More fundamentally, a businkesdorm may be used for very
alternative, non-mainstream, political purposeghascase of Minga has shown. In such sense,
the FT sector is likely to remain a laboratory ihieh new models for articulating economic
activity, social mission and political message ewaceived. In my view, networks of FTOs,
and social enterprises in general, will be increglygiimportant as global governance structures
preventing that the businesses loose sight onattialgnission and the political role of FT.

Despite the broader institutional forces, partidylahe pressure from the conventional
business world, FTOs have managed to practice FlErua wide array of forms, following
diverse logics. In this sense, they are clearly plementary to each other. In my view, FT
needs both its more business-oriented FTOs to expiew economic opportunities, and its
ideological “guardians”. The FTOs that combine éhéwo standpoints should particularly
serve as examples of these complementarities. ddas not mean that the differences among
FTOs should be minimised and their internal ancma tensions ignored. But, if the FTOs
manage to conserve the basic agreement on theotdine FT standards, than their diversity
may be considered as a powerful tool, enabling therserve as “mediators” between civil
society and the market (Dine & Shields, 2008, citedNicholls, forthcoming). Through
continuing the networking processes, and developoi@borations in spite of the diverging
“affiliations”, FTOs may be able to resist isomaippressures and dilution in the process of
mainstreaming. In this respect, their innovativgamisational forms can be sources of
inspiration for other organisations wishing to cameb economic, social, and political
dimensions.
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