
Original Research Article 1 

TRANSNATIONAL PRIVATE REGULATION: 2 

EVIDENCE FROM THE COFFEE INDUSTRY  3 

 4 
 5 

ABSTRACT 6 
 7 
 
Aims: The purpose of this paper is to analyse the self-coordination of private regulation and 
self-regulation schemes in food industry to promote sustainability.    
Study Design: This study uses sustainable development to achieve a common goal for the 
business and public sectors. Different steering mechanisms and diversification emerge even 
though there is a need to achieve cohesion among them.  
Methodology: The study uses different theoretical viewpoints of regulatory governance, 
club theory and positioning following the methodology of theory triangulation. These theories 
and cohesion mechanisms will be discussed when the sustainability standards are analysed. 
The analysis is based on the evaluation of the emergence, implementation and enforcement 
of the best-known certification schemes in the coffee industry. 
Place and Duration of Study: The empirical data of this study was collected in the 
international research project, ‘Transnational private regulation and system level innovations 
in global food value chains’ at the Turku University of Applied Sciences from 2011 to 2014.  
Results: Positioning among customers is a very important marketing approach when there 
are several competing certification schemes. The national aspects of consumer behaviour 
should be taken into account in standardization. The survey of Finnish consumers indicates 
that Food from Own Country, Nordic Ecolabel and Fairtrade were the best known 
sustainability labels in Finland. 
Conclusion: The study is valuable for those who want to improve private regulation 
throughout the global value chains. 
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1. INTRODUCTION 11 
 12 
Sustainability is a common goal for the private and public sectors. Despite decades of 13 
legislation, numerous indicators show continued degradation of air, water, land and 14 
biodiversity. These declines impose serious costs on society by threatening ecosystem 15 
goods and services, public health and ultimately the wellbeing and survival of humanity 16 
(Markowitz & Koparova, 2009). A variety of steering mechanisms has been developed both 17 
at international, national and local levels by the actors in the private and public sectors. The 18 
activities in the private sector are called ‘transnational private regulation’. The regulatory 19 
standards constitute the regulatory governance system (Abbott & Snidal, 2009, 2013), which 20 
is layered with multiple rules and policy instruments throughout the global value chain 21 
(Bartley, 2011).  22 

The purpose of this paper is to analyze how the self-coordination of private regulation takes 23 
place and to identify the drivers of self-coordination in order to achieve better outcomes for 24 
society and to promote corporate sustainability. There is a need to analyze the evolutionary 25 
phases of the schemes individually and collectively. The schemes seem to evolve from the 26 



pre-development phase to the more mature phase and saturation according to the typical 27 
diffusion of innovations (Rogers, 2003).  28 

Regulatory governance and actors who are engaged in regulatory standard settings and 29 
other stages of the regulatory life cycle involve all the functions of the administrative 30 
regulation in domestic legal systems such as rule making, rule promotion and 31 
implementation, monitoring, the adjudication of compliance and the imposition of sanctions 32 
(Levi Faur & Starobin, 2014; Abbott & Snidal, 2009). Many transnational private regulations 33 
were antecedents for public regulation and improved companies’ management systems. 34 
These are some of the criteria that can be used in ‘proactive law’. Proactive law is 35 
empowering, enabling, dynamic and user-friendly. All of these elements can be found when 36 
transnational private regulation is analyzed from the perspectives of processes or contents 37 
(Sorsa, 2011a).  38 

Club theory was developed in economics to describe goods that were excludable. It is 39 
possible to exclude people from using goods by denying them access. These goods are 40 
shared by more people than those who typically share a private good but fewer people than 41 
those who typically share a public good (Buchanan, 1965). According to club theory, clubs 42 
are either private or public institutions for producing and allocating goods. The schemes of 43 
transnational private regulation are clubs that require companies to incur costs not required 44 
by law and that lead to the production of positive environmental or social externalities. 45 

Positioning is a marketing strategy in which a brand occupies a distinct position, relative to 46 
competing brands, in the mind of the customer (Lamb et al., 2009). As private regulation 47 
schemes are market-based instruments, it is reasonable to study regulatory instruments 48 
from a marketing perspective. Positioning as a strategic cohesion method is discussed in the 49 
context of private regulation. Many schemes of transnational private regulation have a logo, 50 
trademark or collective trademark for marketing purposes; the oldest ones, such as 51 
Fairtrade, have developed into brands. 52 

The empirical evidence of this study was collected in the international research project 53 
‘Transnational private regulation and system level innovations in global food value chains’ 54 
(TPR Inno project). The Turku University of Applied Sciences was the leader of the project; 55 
researchers and professors from the European University Institute in Firenze and the Trento 56 
University in Italy were partners. The project was funded by the Finnish Funding Agency for 57 
Innovations (Tekes). The aim of the project was to analyze the importance of transnational 58 
private regulation and contractual networks for the system level innovations and transition to 59 
sustainability.  60 

The remainder of this study is set out as follows. The next section describes the 61 
methodology and literature review of the three theoretical models of cohesion mechanisms 62 
and dynamics. The regulatory governance, the club theory and positioning are introduced in 63 
the section. Section 3 analyses the coffee industry and presents the civil society initiatives 64 
and cohesion and industry-oriented schemes. It also presents empirical evidence about 65 
sustainability schemes in Finland and discusses the results of study. Finally, the concluding 66 
section summarizes the results of the study. 67 
 68 
2. METHODOLOGY 69 
 70 
The study uses different theoretical viewpoints of regulatory governance, the club theory and 71 
positioning following the methodology of theory triangulation (Denzin, 1984). Any case study 72 
finding or conclusion is likely to be more convincing and accurate if it is based on several 73 
sources of information (Yin, 2009). According to Eberlein et al. (2014), individual theoretical 74 



perspectives may not capture the full range of shifts within the constellations of organizations 75 
and their cognitive and normative structures. Different perspectives help researchers re-76 
characterize problems in order to achieve improved outcomes for society. It is, thus, 77 
essential to draw on multiple perspectives. 78 
 79 
2.1 The regulatory governance   80 
 81 
Regulatory researchers are interested in governance mechanisms and in finding out which 82 
regulatory strategies can solve complex socio-technical problems. The socio-technical 83 
regime is a cluster of a society’s technology, regulation, user practices and markets, cultural 84 
meaning, infrastructure, maintenance networks and supply networks (Geels, 2004). 85 
Regulatory theory is commonly focused on public regulation from the top down. Regulatory 86 
innovations, however, are more typically created from the bottom up (Sorsa, 2011b). This 87 
study contributes to the regulatory theory by absorbing new ideas from the marketing 88 
literature. 89 
 90 
The company analysis at the micro level sheds light on why companies implement 91 
transnational private regulation (Sorsa, 2009; 2012); the socio-technical meso level analysis 92 
reveals the perspective of the rule makers.  Macro level analysis focuses more on the public-93 
private relationship (Sorsa, 2012). It is necessary to understand why rule-takers, companies 94 
implementing transnational private regulation, comply with the rules. In order to understand 95 
that, club theory is used to understand the close collaboration between companies and rule 96 
makers. 97 
 98 
2.2 The club theory   99 
 100 
The voluntary clubs of the transnational private regulation are important policy instruments, 101 
because they can induce participating companies to produce positive environmental 102 
externalities not only in response to legal mandates but also to exceed them. They implicitly 103 
respond to the externality problems, which result from the failure of government to enact or 104 
enforce regulations. In return, voluntary clubs provide branding benefits such as the shared 105 
reputation and goodwill to participating companies that emanate from their association with 106 
the voluntary club brand. It is evident that both public and private organizations can fail. 107 
Therefore the scholarly and policy challenge is to identify the conditions and institutions that 108 
lead to success and failure.  109 

Club goods provide excludable benefits that are given only to club members, unlike pure 110 
public goods that are made available to all (Buchanan, 1965; Kaul et al., 1999). Club goods 111 
are non-rivalrous in that what one individual consumes is also available to others. The 112 
central purpose of voluntary clubs is to produce positive social externalities. Voluntary clubs 113 
provide club goods to companies that produce positive externalities beyond what 114 
government regulations require. Unlike in traditional economic clubs, membership costs in 115 
voluntary clubs are not direct payments to sponsors. Rather, they are the monetary and 116 
nonmonetary costs of adopting and adhering to the membership requirements of clubs 117 
(Prakash & Potoski, 2007). Club theory, however, does not explain the co-evolution of 118 
different voluntary clubs. Positioning is used to explain this perspective of transnational 119 
private regulations. 120 
 121 
 122 
2.3 Positioning   123 
 124 
Positioning is a marketing concept that outlines what a business should do to market its 125 
products or services to its customers (Lamb et al., 2009). In the transnational business, the 126 



new certification scheme is a product which the standard setting organisation produces for 127 
the potential customers in order to improve the sustainability of the customers and whole 128 
society. Competitive positioning is about defining how the organisation will differentiate its 129 
offering and create value for itself and for the society. In positioning, the marketing 130 
department creates an image for the product based on its intended audience. In the case of 131 
transnational private regulation, the standard setting organisation assesses the markets for 132 
standards like a marketing company. There is a need to make strategic decisions about how 133 
to compete with existing certification schemes. 134 

There are three possible ways to differentiate the certification scheme (Potts et al., 2014): 135 

• Product: The first positioning decision relates to the product scope of the standard. 136 
Some of the initiatives used in coffee industry are generic and can be used in other 137 
product groups. Some schemes focus only on food and agriculture.  138 

• Activity: Another way of positioning is the activity scope. Standard organisations 139 
have activities of marketing, labelling, certification, verification and accreditation. A 140 
broader understanding of the activities undertaken by a given organisation is an 141 
important prerequisite to interpreting the functioning of the organization within the 142 
market.  143 

• Target: The third positioning relates to targets: the actors whose behaviour the 144 
standard aims to change and to whom the benefits of the standards will be 145 
marketed.  146 

Positioning depends on the risk or opportunity management (Sorsa, 2011a). If it is focused 147 
only on risk-management between companies, there is usually no logo or trademark for the 148 
scheme. If the scheme focuses on the consumer markets and uses certification as a 149 
differentiation tool, there is a need for a logo for marketing purposes. A characterization of 150 
industry and product coverage could be a starting point for the positioning of a given 151 
scheme.  152 

Positioning is one important element of competitive strategies by which organisations 153 
differentiate their products from others to meet customer needs (Porter, 1990; Kettunen, 154 
2002, Ortega, 2010). Positioning has not been previously discussed in the regulatory 155 
governance literature to explain the governance interactions. According to Schneider and 156 
Bartley (2008) it is not known how regulatory forms co-evolve, hybridize, compete and 157 
reshape organizational behaviour. This study contributes to the discussion on the dynamic 158 
nature of transnational private regulation in order to achieve cohesion. 159 
 160 
3. RESULTS AND DISCUSSION 161 
 162 
3.1 Civil society initiatives and cohesion   163 
 164 
Table 1 depicts the evolutionary phases of the Organic Agriculture, Fairtrade and Rainforest 165 
Alliance, which are the most important standards of the corporate social responsibility in the 166 
coffee industry from the viewpoint of civil society. Fragmented groups of national and other 167 
local initiatives were born independently from each other at the beginning of the pre-168 
development stage of the sustainability initiatives. The aim was to combine the fragmented 169 
approaches under a single brand and proceed towards a more goal-oriented operation. After 170 
the proliferation of sustainability schemes the positioning of the scheme has become a 171 
prerequisite for success. 172 



Table 1. Evolutionary phases of Fairtrade, Organic Agriculture and Rainforest 173 
Alliance 174 
 Organic Agriculture Fairtrade Rainforest Alliance 

Goal The goal is to balance and 
optimize agriculture with 
the environment. 

The goal is to  help 
producers because of 
their desperate status by 
changing the trading 
system. 

The goal is to integrate 
biodiversity management 
with farm management. 

Pre- 
development 
phase 

Organic Agriculture was 
developed in England and 
in other parts of Europe 
1940-1970. Actors were 
farmers. Distribution 
channels were short and 
included direct selling and 
special retail shops.   
 

Charity and good will 
were practiced 1960-
1980. Actors were 
Alternative Trade 
Organizations and 
volunteers based on 
social movement. 
Distribution channels 
were short and included 
World Shops.    
 

Rainforest Alliance 
protected rainforests 1970-
1980. Actors were groups 
of scientists, activists and 
farmers in Los Angeles. 
Distribution channels were 
based on sustainable 
partnerships. 

Take-off 
phase 

Institutionalization took 
place 1971-1990. 
Independent national 
certifications were started 
during the 1970s by the 
coordination of IFOAM. 
Actors were guided by 
government guidelines 
given in 1980. 
 

Institutionalization took 
place from 1980. The 
Max Havelaar label was 
introduced in 1988. 
Fairtrade Labelling was 
put into operation in 1997 
and coordinated by FLO. 
Actors were political 
organizations which 
joined the movement and 
retail companies. 

Institutionalization started 
in 1992. First certifications 
took place in 1996. 
Sustainable Agriculture 
Network (SAN) took 
responsibility about the 
coordination in 1987. 
Actors were conservation 
and development 
networks.  

Acceleration 
phase 

An institution IOAS was 
established in 1997. Public 
laws were stipulated during 
1991-2001 and at the 
European Union level 
2005. Distribution channels 
included special retail 
shops and grocery stores. 
 

An institution FLO-CERT 
was established in 2003. 
Distribution channels 
included new marketing 
approaches and new 
forms of co-operation. 

International 
Standardization Committee 
was established for 
auditing 2007. Change of 
the label was changed so 
that Green Frog became 
new Rainforest Alliance 
seal. Distribution channels 
included large and 
medium-sized companies. 

Stabilization 
phase 

Since 1991 in the countries 
of the European Union 

Since 2006 Since 2005 

 175 

The International Federation of Organic Agriculture Movements (IFOAM), also known as 176 
Organic Agriculture has played a major role in the development and coordination of local 177 
organic agriculture associations worldwide. It created the framework for the international 178 
standard for organic farming. The members of the IFOAM organization base organic 179 
agriculture on the IFOAM norms. The IFOAM norms comprise the IFOAM Basic Standards 180 
for Organic Production and Processing and the Principles of Organic Agriculture.  181 

In 1997, IFOAM created a daughter company, the International Organic Accreditation 182 
Services (IOAS), which has since then offered accreditation services to its clients called the 183 
IFOAM Accredited Certificated Bodies. Certifiers can have their processes audited against 184 



the IFOAM Accreditation Requirements. In 2005, IFOAM created the Principles of Organic 185 
Agriculture, an international guideline for certification criteria. Typically, the agencies accredit 186 
certification groups rather than individual farms. In 2012, IFOAM united 870 affiliates such as 187 
members, associates, and supporters in 120 countries and it is a focal global meeting point 188 
for organic agriculture. 189 

The most important standards of corporate social responsibility in the coffee industry can be 190 
divided into two groups based on their core focus. The first group is dedicated to social 191 
issues and food safety; the priorities of the second group are environmental issues. The 192 
development of these schemes began with the environmentally focused organic movement, 193 
followed by the socially focused Fairtrade movement and the environmentally focused 194 
Rainforest Alliance. These schemes had a long initial phase. The organic movement started 195 
in the 1950s and Fairtrade in the 1970s. The common denominator for the Organic 196 
Agriculture and Fairtrade is that their initial phase started by a loose alliance of local actors. 197 
There were organic associations and co-operative movements of Fairtrade in different 198 
countries. 199 

Fairtrade’s transition can be characterized from its pre-development to its take-off phase as 200 
‘evolutionary transition’ (Loorbach & Rotmans, 2010) where the outcome was not planned. 201 
After the take-off phase, the management of the scheme became more goal-oriented 202 
(teleological), even though the diffuse goals and visions of the end state were guiding and 203 
orienting the strategic decisions. The pre-requirement for the use of more goal-oriented 204 
development has been the establishment of the standard setting organization either based 205 
on membership, secretariat or association format. The visibility was improved in 1988, when 206 
the Max Havelaar label, the first Fairtrade certification mark, was officially launched. 207 

From the institutionalization perspective, 1989 was a watershed year, when the International 208 
Fair Trade Association (IFTA), now World Fair Trade Organization (WFTO), was established 209 
by fair trade pioneers as the first global fair trade network. The second defining aspect of the 210 
take-off phase was introduced in 1997. It was an improved coordination of 17 national 211 
initiatives under the unified banner of Fairtrade Labelling Organizations International (FLO). 212 
Two primary goals of forming new international organizations were to develop greater 213 
consistency in the standards and certification process (Reed, 2009; Segerlund, 2010). With 214 
the formation of the organizing body, the FLO, producers gained a larger say in fair trade 215 
policy and it became easier for the movement to speak with one voice. National labelling 216 
organizations, however, remained responsible for the promotion of fair trade in their 217 
respective countries and still owned their national labels and logos (Giovannucci & Koekoek, 218 
2003). FLO-CERT has acted as the inspection and certification body for labelled Fairtrade 219 
since 2003.  220 
 221 
3.2 Industry originated schemes   222 
 223 
Two applicable standards of the coffee industry -- UTZ Certified and Common Code for the 224 
Coffee Community Association (4C) -- were initiated through industry-led dialogue and 225 
cooperation. UTZ was launched in 2002 as Utz Kapeh, which means ‘good coffee’ in the 226 
Mayan language. From its inception, UTZ Certified has positioned itself as a mainstream 227 
program. It aims to address a large volume of coffee to make sure it is sustainable. Its 228 
primary emphasis is on traceability and production practices and processes (Blackmore et 229 
al., 2012). The initiative operates business to the consumer, developing standards, providing 230 
certification and marketing the UTZ label through and with its partners, in order to ensure 231 
sustainable agricultural practices. It is designed to improve the terms of trade for producers, 232 
but it neither intervenes in price negotiations nor sets a premium as Fairtrade does. 233 



A Belgian-Guatemalan coffee grower, Nick Bocklandt, and a Dutch coffee roaster, Ward de 234 
Groote, proposed the UTZ together. Since the market launch in 2002, UTZ Certified has 235 
grown to be one of the world’s leading sustainable coffee programs. They established the 236 
UTZ program to bring ‘sustainable quality’ to the worldwide market. All UTZ units are 237 
annually certified and reviewed by third-party auditors. UTZ also offers a separate Chain of 238 
Custody certification. The initiative applies the identity preservation and segregation models 239 
of supply chain traceability to all its products. Membership fees constitute the primary source 240 
of revenue for UTZ (Potts et al., 2014).  241 

The UTZ Certified scheme positioned itself remarkably well in 2008, when UTZ became the 242 
largest certification program in terms of certified coffee available. Its original purpose, the 243 
differentiation strategy by positioning, was to operate in large estates though small-scale 244 
producers were later on allowed to become certified. The expansion has been remarkable 245 
since the foundation of the organization in 2002. UTZ adopted a strongly market-oriented 246 
value chain approach from the start.  247 

Civil society-originated initiatives and the company-led initiatives now operate as non-profit 248 
organizations, most of which have some multi stakeholder representation in their 249 
implementation process. The past decade has seen the rise of greater involvement and 250 
leadership from the private sector in the development and implementation of voluntary 251 
sustainability standards (Sorsa, 2011a; Potts et al., 2014). 252 

The objective of the 4C was set in 2004 to reach greater sustainability for mass-market 253 
coffee through a code of conduct that applies globally and through corresponding support for 254 
the entire coffee industry. The socio-economic circumstances of small-scale coffee 255 
producers are to be improved through the introduction of standards and through large- scale 256 
training on how to apply them. The objective is to strengthen the organizational structures of 257 
producers and reduce the cost of coffee growing in order to enable producers to increase 258 
their incomes. The role of the 4C was to complement the other coffee industry sustainability 259 
standards. From the stringency point of view, it is also the minimum standard but it 260 
contributes to compliance with public standards.  261 

Compared with the other standards of corporate social responsibility, 4C evolved in the 262 
public-private-partnership process in which the role of public sector organizations played an 263 
important role, either by financing or supporting the training of the small-scale farmers in 264 
complying with code criteria. It is argued that compliance with the 4C makes it easier to 265 
obtain certification by other, more stringent schemes. The development of 4C demonstrates 266 
how actors in the coffee industry and stakeholders have positioned their efforts to the 267 
standardization gap which had not attracted the other standardization actors before. Their 268 
focus is not on the frontrunners of the sector but instead on the actors who are at the rear of 269 
the sustainability process. 270 
 271 
3.3 Empirical evidence about sustainability labels 272 
 273 

The TPR Inno project of the Turku University of Applied Sciences and its partners included a 274 
semi-structured survey where the representatives of companies were interviewed. The TPR 275 
Inno project focused on two global value chains (coffee and sugar) and three international 276 
but the more local value chains (fish, fast food and beef). Food safety and sustainability were 277 
identified as problems which need system-level solutions.  278 

The common result of the company interviews was that the consumer demand is a 279 
necessary pre-requirement for transition to sustainability, because food processors do not 280 



produce products which the customers do not buy. An exception was the coffee business. 281 
Coffee roasters and retail chains have introduced many more sustainably certified coffee 282 
brands, but there is not yet much demand for these brands. The study also analyzed how 283 
well customers knew the sustainability standards and their contents. The evidence indicates 284 
that consumers have a rather weak acquaintance with sustainability labels. 285 

The TPR Inno project also made a detailed survey of its consumers. According to the 286 
survey, consumers still base their purchase of coffee and other food mainly on quality and 287 
price. Sustainability as a single item is ranked in fourth among the preferences of 288 
consumers. Thus sustainability has reached a notable position, but is not yet at the top of 289 
preferences. This does not mean, however, that the sustainability does not matter. Rather, it 290 
means that consumer behavior is a complex phenomenon and compounded by many 291 
issues.  292 

Table 2 presents the consumer acquaintance with the most important sustainability labels in 293 
Finland in 2012. The perceptions of Finnish consumers on certified products and buying 294 
behavior were collected at the 2012 Turku Food and Wine Fare, where 1331 respondents 295 
completed the survey. The labels Food from Our Own Country (Ruokaa omasta maasta), 296 
Nordic Ecolabel (Ympäristömerkki) and Fairtrade are well known and received the highest 297 
scores from consumers. The same labels also earned the highest average scores among all 298 
the positive statements. The lowest scores were given to the labels of the UTZ Certified and 299 
Marine Stewardship Council. 300 

The results of the study indicate that there are companies which proactively anticipate 301 
change (rather than react to it) and they adopt and implement standards even though there 302 
is not yet enough demand in the market. The private Pirkka label of the retail trade company 303 
K Group offers five coffee brands all of which are certified either by Organic Agriculture, 304 
Fairtrade or UTZ. The same occurrence of the certification can be found in the fast-food 305 
chain. The two most popular fast-food companies in Finland, McDonalds and Hesburger, 306 
offer only sustainably labelled coffee. This means that these companies have made a 307 
strategic decision to promote sustainability in their restaurants even though the demand from 308 
consumers does not yet justify this decision. McDonalds sells UTZ certified coffee and 309 
Hesburger only Fairtrade and Organic labelled Paulig Mundo coffee in most of its 310 
restaurants. 311 
 312 
The promotion of sustainability with the club theory can be reflected according to which 313 
voluntary clubs provide branding benefits such as the shared reputation and goodwill that 314 
emanate from the association of participating companies with the voluntary club brand. All 315 
these companies are leaders in their market segments; their company brand and product 316 
brands are very well known. These companies are frontrunners in the Finnish food business, 317 
which can be seen in their marketing strategies of certified products as well. This means that 318 
the key players in certain product markets can accelerate the diffusion of the system-level 319 
innovations. 320 

The changes in the environment disproportionately influence the behavior of people. Nudges 321 
often influence behavior by changing the way choices are presented in the environment 322 
better than placing restrictions or changing economic incentives. As the companies do not 323 
offer non-certified alternatives they set a default rule for customers to buy certified products. 324 
Customers can choose non-certified products if they go to other fast-food restaurants. In 325 
some cases, such as in the case of Kesko, there are many non-certified coffee brands 326 
available. 327 

 328 



Table 2. Consumer acquaintance with sustainability labels in Finland in 2012 329 
 330 
 Fair- 

trade 
UTZ 

Certified 
Marine 

Stewardship 
Council 

 

Food from 
Our Own 
Country 

Nordic 
Ecolabel 

EU Organic 

 

 
  

 

  

  

 

I recognize the 
label and know 
its meaning, %. 

 
 

79 

 
 

11 

 
 

15 

 
 

91 

 
 

88 

 
 

36 
I purchased a 
product or 
service recently 
carrying this 
label, %. 

 
 
 
 

49 

 
 
 
 

6 

 
 
 
 

7 

 
 
 
 

78 

 
 
 
 

58 

 
 
 
 

20 
It is easy to find 
understandable 
information about this 
label, %. 

 
 
 

55 

 
 
 

6 

 
 
 

10 

 
 
 

79 

 
 
 

63 

 
 
 

21 
The aim of this label is 
to change the world 
and not only sales 
promotion, %. 

 
 
 

67 

 
 
 

16 

 
 
 

15 

 
 
 

44 

 
 
 

49 

 
 
 

24 
The promises of this 
label are probably true, 
%. 

 
 

55 

 
 

14 

 
 

20 

 
 

73 

 
 

63 

 
 

25 
I trust on the 
information 
disseminated by this 
label, %. 

 
 
 

52 

 
 
 

11 

 
 
 

17 

 
 
 

77 

 
 
 

65 

 
 
 

26 
If I knew better the 
contents of the label, I 
bought more products 
carrying the label, %. 

 
 
 

30 

 
 
 

55 

 
 
 

54 

 
 
 

18 

 
 
 

15 

 
 
 

41 
Average 55 17 20 66 57 26 
 331 
The oldest initiatives, IFOAM, Fairtrade and Rainforest Alliance, were established principally 332 
as civil society movements seeking to exert influence on private sector activity and they 333 
positioned themselves to be generic schemes to be used in several product categories but 334 
on the niche markets. During the last decades, even the older schemes moved from an initial 335 
focus on providing a platform for product differentiation toward a focus on large scale 336 
transition in mainstream supply, with sustainability standards setting baselines for 337 
sustainable practice (Potts et al., 2014; Sorsa, 2010a, b).  338 

Early standards initiatives such as IFOAM and Fairtrade were inspired by movements 339 
regarded as alternatives to mainstream markets. The vast majority of newer initiatives focus 340 
strictly on the mainstream integration at the outset of the standards-development process, 341 
which is a feature that has significant impacts on the way systems are being designed and 342 
implemented today. Before the Rio Earth Summit, two of the initiatives launched focus on 343 
niche markets, but not later than 2000, all initiatives focused on mainstream markets (Potts 344 
et al., 2014). 345 

When positioning is considered from a single scheme perspective, the Rainforest Alliance 346 
had to position its scheme with Organic Agriculture and Fairtrade, UTZ with all of them and 347 



4C with all these. One of the critical criteria was the pricing. Fairtrade guaranteed the 348 
minimum price, but UTZ and Rainforest Alliance and others did not. Other positioning related 349 
questions were focused on the several other dimensions like environmental or social 350 
dimensions, part of the value chain or the whole value chain and which regulatory functions 351 
to carry out (Sorsa, 2010b). Even though these decisions are crucial at the beginning of the 352 
initiative they are not stable. Standardization organizations check the contents of their 353 
standards and their focus areas as well as their organizational structures in the cycle of 354 
every three to five years in order to proactively manage their relationship with their 355 
stakeholders (Sorsa, 2011a). 356 

Many private regulation schemes are providing different approaches to sustainability for 357 
small and medium-sized organizations. The approaches enable adjusting the scheme based 358 
on how the change uniquely impacts the target group. This is called “user friendliness” in 359 
proactive law (Sorsa, 2011a). By focusing on the effects of individual change, a rule-maker 360 
will build a more complete view of the change and better engage each of the target groups. 361 

From 2000 to 2010, there was an exponential growth in the number of certified coffee sales. 362 
This means that the implementation of the schemes has been successful. It also illustrates 363 
the global picture, the direction in which the sales of sustainability labelled coffee are 364 
moving. It does not, however, explain how the certified products have gained market shares 365 
from traditional products in different countries where the coffee is consumed. The 366 
proliferation of certified coffee has grown in Finland after 2005, not as a consequence of the 367 
high consumer demand but as a consequence of the push strategy used by major market 368 
players like the retailer Kesko, the fast food restaurant McDonalds and the roaster Paulig.    369 
 370 
4. CONCLUSION 371 
 372 
This study analyzed the schemes of self-coordination and private regulation in food industry 373 
to achieve better outcomes for Finnish society. Positioning is very important when there 374 
several certification schemes are competing for the same targets groups. Two strong coffee 375 
certification schemes have successfully used positioning to promote sustainability. Organic 376 
Agriculture and Fairtrade have achieved a solid place in the global markets. The 377 
implementation of the sustainability schemes at the national level is influenced by the market 378 
profile including the size of companies, competitors and the stage of business growth. The 379 
implementation is also influenced by the target of the scheme, the consumer behavior and 380 
public sector activities.    381 

The difference between private and public regulation is that private companies are able to 382 
segment their target groups, but the public regulator is not. This enables looking at the 383 
individual impacts that may be either radical or incremental depending on the company and 384 
consumer behavior. The national differences in consumer behavior should be taken into 385 
account when the standardization organization assesses the role of companies and the 386 
effectiveness of its scheme even though a single market like Finland might have a minor 387 
importance from the viewpoint of the owners of the transnational private regulation. The 388 
survey of Finnish consumers indicates that the labels Food from Own Country, Nordic 389 
Ecolabel and Fairtrade were the best known sustainability labels.  390 

Sustainable trade is possible when all the stakeholders in a value chain take responsibility. 391 
The transition to sustainable markets depends on the interaction among companies 392 
committed to the corporate social responsibility, good governance by governments and the 393 
involvement of civil society organizations. Leading brand owners are increasingly demanding 394 
certified products and using independent third-party standards to provide traceability and 395 
assurance of good farming. Certification is not the end of the process. It is rather the first 396 



step in the improvement and a common tool to communicate sustainability values throughout 397 
the global value chains. 398 
 399 
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