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Abstract

This article analyzes the governance structureadf Trade Organizations (FTOs), i.e. the
organizations (nonprofit, co-operative or for-ptdirms) exclusively dedicated to the import,
distribution and/or labeling of Fair Trade productsnong the possible governance issues, |
have chosen to investigate a recent topic in thdysbf social enterprises: the involvement of
different stakeholder groups on the Board of Dwext The goals of this article are (1) to analyze
to what extent FTOs involve different stakeholdanstheir boards and (2) to propose some possible
factors that could determine the extent of suclolvement. In order to investigate these questibns,
study the organizations of the Fair Trade sectdBetgium, a country that seems representative of
the European Fair Trade sector. Despite a numbenathodological limitations, the results show
that the legal status and the goal and resourceesmixave an influence on stakeholders’
representation on the board. This influence iseratiibservable in terms of dominance (which types
of stakeholders dominate the board?) than in tesimdispersion (how many different types of
stakeholders are represented?). The article ertisawroposition of typology of FTOs according to
their positioning in terms of both stakeholdergrasentation and goal and resource mixes.



The Governance of Fair Trade Organizations in Belaim:

A Focus on Stakeholders’ Representation on the Bodr

1. Introduction

Among the recent trends towards ethical and swebé@rconsumption, the development of Fair Trade
is probably one of the fastest growing and mostsmg initiatives. Even though the Fair Trade
sales still do not exceed 0.01% of the total trexdehe world, their siZeand growth ratemake it

much more than an anecdotic phenomenon.

Simultaneously to the commercial success of fairbded products, research on Fair Trade has
started to lift off in the last years (Moore, 2094 383; Nicholls & Opal, 2005). Until now, econami
and business-oriented articles have mainly focusethe description of the chain (Gendron, 2004,
Renard, 2003), on mechanisms such as the “faie’p(ldayes & Moore, 2005; Maseland & de Vaal,
2002; Yanchus & de Vanssay, 2003) and on consumemaarketing issues (Becchetti & Rosati,
2005; De Pelsmacket al, 2005; Mooreet al, 2006).

Curiously, little has been said about the structune the functioning of the organizations involwed

the import, transformation and/or distribution afiFTrade products in the NortHndeed, whereas
there has been a lot of work on the two extremdbefair Trade chain — producers and consumers
—, the intermediaries of the chain, mainly the Haiade organizations (FTOs) in the North, have
received less attention. The reason is, probabhBt these organizations are supposed to link the
demand and the supply-side under precise condiéstablished by the Fair Trade label or code they
subscribe to. Therefore, it can seem less importantonsider the way these intermediary

organizations are structured.

However, far from being “black boxes” that condé&etir Trade activities in a homogeneous way,
these organizations, on the contrary, can have diegrse goals, structures and ways of functioning
(Davies & Crane, 2003; Nicholls & Opal, 2005). Asfi step towards a better understanding of the
organizational diversity within the Fair Trade seawas provided by a previous study on the factors
of emergence of FTOs under different legal statusksvever, the focus on legal statuses has

appeared limited as the choice of the status majrbagly influenced by the national legislatiordan

! Fair Trade sales reached $900 million worldwid€®®3 (Nicholls & Opal, 2005), and $660 millionEurope in
2004 (Krier, 2005); market shares range from 1%rf@r several products up to 20% for coffee inlth€ and even
50% for banana in Switzerland (Krier, 2005).

230 to 40% annual growth for products labelled tgir FTrade Labelling Organizations International (FL
according to its annual reports (2004, 2005 & 2006)

% In the literature about Fair Trade and, more galherdevelopment, the terms “North” and “Southfeeto the
geopolitical division of the world between, respesly, “developed” and “developing” countries.



thus does not necessarily reveal the specifictfethe organization’s missions. Therefore, it seems
necessary to have a closer look inside the orgémiza One way of doing so is to analyze what the

governance structures may tell us about the “casiless” of each organization.

To that end, | choose to focus on the represemtatiothe organization’s stakeholders in the
governance bodies, particularly on the Board ofeftors. The concern of involving different
stakeholder groups — including the users — in theemance bodies is a typical characteristic of the
European conception of “social enterpridesihich distinguishes it from the American view (kKie,
2006). Such a representation is said to be anataliof the attention paid by the organizationh® t
goals carried by each stakeholder (Camipal, 2006; Cornforth, 2004). Moreover, following the
resource dependence theory, involving various bi@lklers on the board may serve to facilitate the
access to critical resources linked to these stdlels (Frooman, 1999; Pfeffer & Salancik, 1978).

Thus, the goals of this article are (1) to analygzevhat extent FTOs involve different stakeholders
on their boards and (2) to propose some possilckeriathat could determine the extent of such
involvement. | will address stakeholders’ repreagoh in terms of both dominance (which type of
stakeholder dominates the board?) and dispersiow (hany different types of stakeholders are
represented?). In order to investigate these aqumssti study the Belgian Fair Trade sector and |
focus on the organizatiomisat are exclusively dedicated to the import, distion and/or labeling

of Fair Trade products (which does not include manpermarkets and wholesaRrsThe

number of Belgian FTOs is insufficient to provid&atstically sound conclusions but this

country’s Fair Trade sector seems representatitieeofvider trends observable in Eurdpe.

After the present introduction, | start with a thetecal overview of the literature on stakeholder
theory with applications to different types of ongaational forms (part 2). Then, | provide a brief
presentation of the Fair Trade movement and ddliterse participants (part 3). This allows me to
formulate specific propositions for explaining sthklders’ representation within FTOs (part 4). The
descriptive features of the Belgian FTOs in ternmisstatus, goals, resources and stakeholders’
representation are then presented in part 5. Thétseare analyzed in part 6 and discussed in7part

with a view of constructing a typology of FTOs aating to their positioning in terms of

stakeholders’ representation. Part 8 concludegemmbses some prospects for future research.

* Social enterprises are organizations that condnceconomic activity with an explicit goal of puirsy social
missions and serving the community rather than ngagiofit (Defourny, 2001). Many Fair Trade orgaatians can
be considered as typical examples of social engapKNicholls, 2006).

® The inclusion of these mainstream players wouttbably yield interesting information, but this libsyond the
scope of this study.

® Typically on a European scale. In that sense, iBelgappears as a median country in terms of Faid@rwhen
compared to other European countries (not as desdlas the United Kingdom or Switzerland but withrket
shares and growth rates that are in the European (h&ier, 2005).



2. Stakeholder theory and stakeholders’ representation

2.1. Stakeholder theory

The stakeholder “theory” has become a cornerstbtieediterature on corporate social responsibility
- CSR (Carroll, 1999; Clarkson, 1995) and has eetkas a central topic in the managerial literature
generally speaking (Donaldson & Preston, 1995¢aft be considered as a subset of organizational
theory and especially as a major approach in tindysbf governance. Consequently, most literature
on stakeholder theory is explicitly anchored in 4meiitutional economics, looking at the firm as a
nexus of contracts (Jones, 1995) and making a wsdeof transaction cost theory (Donaldson &
Preston, 1995), agency theory (Hill & Jones, 199Rler-Millesen, 2003) and resource dependence
theory (Frooman, 1999; Miller-Millesen, 2003). Withthe study of CSR, stakeholder theory has
developed at such a point that some warn aboutd#mger of reducing all ethical issues to the
framework of conflicting stakeholder claims (Heaf#®06). Yet, the “stakeholder paradigm” has
contributed widely to the theoretical developmeibusiness ethics (Frooman, 1999; Jones, 1995).

Such development, however, has resulted in theotisiee stakeholder concept in a wide range of
contexts and with diverse meanings, which has ded ot of confusion (Phillipgt al., 2003) and
criticism (Heath, 2006). The definition of who atfee firm’s stakeholders is already extremely
variable (see Mitchelet al, 1997 for a review of these definitions). Theygarfrom Freeman’s
(1984, p. 46) general conceptiorafyy group or individual who can affect or is afeattby the
achievement of the organization's objectiyesd the narrower view of the Stanford Research
Institute, quoted by Freeman & Reed (1983, p. 9ahy identifiable group or individuabn which
the organization is dependant for its continued/atal”). As Donaldson and Preston (1995) observe,
“anyone looking into this large and evolving litens with a critical eye will observe that the
concepts stakeholder, stakeholder model, stakehottEnagement, and stakeholder theory are
explained and used by authors in very differentsaayd supported (or critiqued) with diverse and

often contradictory evidence and argumérjs 66).
The literature classifies the organization’s stakéérs according to different criteria:

- Internal stakeholders (managers, employees, sHde¥ha.) versus external stakeholders
(consumers, providers, partners,...) (Jones, 1996h&o & Rubinstein, 2000)

- Primary stakeholders (the groups who are crucial the survival of the firm) versus
secondary stakeholders (groups that are not diréoted to the firm such as civil society,
the neighborhood, the government,...) (Clarkson, 188I6& Jones, 1992)



- Strategic stakeholders (who can affect the firmjswe moral stakeholders (who can be
affected by the firm) (Frooman, 1999; Goodpast@91)

- Voluntary stakeholders (who voluntarily interactthwithe firm) versus non-voluntary
stakeholders (who do not choose the interactigntiee neighborhood) (Clarkson, 1995)

- Demand-side stakeholders (people who are interdsteeceiving the goods or services
provided by the organization) versus supply-siégéetholders (people interested in the return
they obtain from providing resources to the orgatan, e.g. workers, providers and

shareholders) (Ben-Ner & Van Hoomissen, 1991)

Stakeholder theory is not exclusive to “for-profidmpanieSand has been used — either implicitly

or explicitly — for the study of social enterprisegther nonprofit or co-operative organizatiéns.

Within mainstream “for-profit” companies, the stakéder paradigm has inevitably a high normative
content. Indeed, the assumption that a companyobéigations towards other groups than the
shareholders necessarily questions the visionefitin as an entity exclusively meant to maximize
the utility of its shareholders. As has alreadyrbeeentioned, stakeholder theory can be considered
as an extension of the contractual theories offitine (Donaldson & Preston, 1995) and thus as
coherent with an “orthodox” view of the firm. Fothers, though, stakeholder theory is viewed as
“anti-capitalist” in the sense that it has beeritboiopposition to the classical shareholder payad
(Heath, 2006). Whatever the opinion, it is a faeit tstakeholder theory is now widely accepted & th
managerial literature, even though the debate resran whether or not the status of “theory” has yet
been achieved (Phillipst al, 2003).

Nonprofit organizations are very different from-fanofit companies in terms of ownership and, thus,
governance. Contrarily to for-profits, nonprofitganizations have no formal owners in the full
extent of the term (Gui, 1987; Hansmann, 1980, 198&leed, the Board of Directors and the
General Assembly have control rights, but thegrinot sell or transfer their control rights, sceth
do not own an asset the value of which is tiecheodrganization’s succesgGlaeser, 2003, p.2).
Moreover, the people who control the organizationndt own any financial or material asset and
cannot claim any right on the “residual incom¢Mansmann, 1980).

" Following the economic literature, | use the teifor-profit” companies to designate these orgariet where
profit distribution is allowed and decision powsiproportional to the shares owned (Gui, 1991).

® In the American conception, social enterprises ravaprofits that focus on a commercial activitydrder to
achieve its social missions. In the European vieycontrast, social enterprises may be either rafitpror co-
operatives combining economic and social goalsninnaovative way. For a comparison between Ameriaad
European views, see Kerlin (2006).

® The residual income is the net profit after exgsnsnd taxes. The prohibition to appropriate tis&dual income
does not mean that the people who control a noiiprafy not enjoy implicitly a part of the organiiat's profit,



The question of stakeholders is already presenhenfundamental nonprofit theories (Gui, 1991,
Hansmann, 1980; James, 1987) and particularlyarfdemand creating supply” theory by Ben-Ner
& Van Hoomissen (1991). This theory suggests ttmatprofits are often created by demand-side
stakeholders who take the initiative of organizing service for which they are in demand. Beyond
the initial nonprofit theories, the stakeholder cgpt has been applied to nonprofit organizations by
several authors, mainly for the study of nonprgbtvernance (Ostrower & Stone, 2006). This has
highlighted specific features of these organizaionterms of stakeholders’ configuration: presence
of a coalition of stakeholders from the very fourgliof the organization (Ben-Ner & Van
Hoomissen, 1991; Krashinsky, 1997), specific aibento external beneficiary groups (Gui, 1991),...

Finally, as far as co-operatives are concernedy thee have owners with full property rights.
However, unlike for-profit companies, the owners aof-operatives are not investors but other
categories such as producers, workers or consurfidaesmann, 1996, 1999). Thus, these
organizations are owned by people who have othemuan goals than profit maximization. Such
goals can be, for instance, establishing of a lgghlity working environment in a worker co-

operative or obtaining low buying prices in a cansu co-operative.

Among either nonprofit or co-operative social epties, a recent topic related to stakeholder theor
has emerged from the observation that various ktd#ters are often included in the core decision-
making structures (Callert al., 2003; Saidel, 1998). This “multi-stakeholder” dguafation is
mainly observed in European social enterprisesliie2006). Thus, a major issue in the European
literature on social enterprises concerns the waywhich the various stakeholder groups are
concretely involved in the decision-making processkthese organizations and how their goals are
balanced in the strategy of the organization (Spg&204). As many Fair Trade organizations can be
considered as social enterprises (Nicholls, 20@6)s interesting to see whether this specific

governance feature of social enterprises is alserwbkd in the Fair Trade sector.

2.2. Stakeholders’ representation on the Board of Direars

2.2.1. The Board of directors

First, it has to be reminded that the Board of aoes is not the only governance body where
stakeholders can be represented. Charreaux (1@&7déveloped an interesting grid in order to
classify the different types of governance mechmasisHe crosses two axes — the specific and the

intentional character of the governance mechanismd-obtains the following grid:

for instance by receiving perks. Simply, such appegion cannot be explicit through the perceptdwividends or
the gains on the shares like in a for-profit compan



Table 1: The diversity of governance mechanisms

Specific mechanisms Non-specific mechanisms
Board of directors Legal environment
Intentional General assembly National trade unions
mechanisms Wage practices and incentives Legal auditors
Trade union Consumer associations
Informal trust networks Markets (financial, labour, goods and
Spontaneous Mutual monitoring services,...)
mechanisms Corporate culture Business culture
Reputation among workers Financial intermediation

Adapted from Charreaux (1997, p.427)

This grid shows that the board of directors and deeeral assembly are the most specific and
intentional governance bodies. Therefore, the caitipo of these organs in terms of stakeholders’
representation is more likely to reflect prioriteasd strategic choices within the organization ({Bro

& Iverson, 2004). Yet, it is obvious that other amtbre informal governance bodies (such as
advisory boards) should be taken into account d@eioto have a more global and balanced view of
the relationships between an organization andatsetolders (Saidel, 1998). However, as a firgi ste
in this direction and due to time and space linoteg, | focus in this article on stakeholders’
representation on the board of Directors as thegmance structure that is the most visible (beside

the general assembly) and that has received theattestion in the literature.
2.2.2. The composition of the board: a stakehofsspective

The composition of the board is a topic that isegalty investigated under a specific perspective
concerning the characteristics of the board memBerh as gender, race or age (Ostrower & Stone,
2006). In this study, | am rather interested in ¢beposition of the board as a group of individuals
who represent different stakeholder groups. Thiglies to consider board members as
representatives of stakeholder groups with spedaifierests and access to critical resources. This

vision is necessarily incomplete and compriseg aflbmitations:

- It considers that every board member represengstecplar group, whereas individuals can be
invited on boards with the only purpose of provglanspecific expertise.

- ltignores the fact that individuals may belongé&veral stakeholder groups (e.g. an employee
can be at the same time shareholder and consumer).

- It neglects the problem of representativeness efitldividuals who stand for a stakeholder

group and considers the latter as a homogeneous gnat speaks with one voice.



- It ignores an alternative view of board memberg, aorepresentatives of stakeholders with
regard to the organization, but, inversely, as es@ntatives of the organization to these

external stakeholders (Miller-Millesen, 2003).

In spite of these limitations, the focus on thespree of stakeholder groups on boards allows to
avoid a number of weaknesses that are often relpedao stakeholder theory:

- The stakeholder groups are no longer abstract aategjons but they are well defined and
identifiable as they are physically present ingbgernance structures.

- The presence of stakeholders on the board demtesstreat they interact with the organization
on a voluntary basis and that, besides being infled by the organization, they also have an
influence on it.

- In this context, stakeholder management is not antyatter of maintaining good relationships

with the environment but of accepting external gioto control the organization.

As a result, with respect to the previously preséntlassification, this article addresses mainly
primary, strategic and voluntary stakeholders. Mueg, stakeholders’ representation means more
than stakeholders’ involvement: whereas the lattedd consist of informal and selective contacts
(spontaneous and non-intentional governance mesinaraccording to Charreaux’s grid), the former

corresponds to a formal inclusion in the highesigsien-making body.

What are the factors that determine the representat stakeholders on boards? Three factors can
be identified in the literatur®. First, certainjuridical statuses seem more likely to favor the

presence of certain stakeholders on the boardaBewcierprises (either nonprofits or co-operatives)
seem more likely to involve alternative and divestakeholder groups because of their already
mentioned “stakeholder-oriented” organizationaltdeas: presence of a coalition of stakeholders
from the founding of the organization, linkage towerous external groups, weaker and more diluted

ownership rights that do not establish an exclu§iesidual claimant”,...

According to Miller-Millesen (2003), these featutesve to do with the openness of the firm towards
its environment: whereas, basically, the main afl@ for-profit board is to secure its relationghip
with the shareholder§fthe] nonprofit board’s role in linking the orgamiation with its environment

entails coordinating with a fairly broad array obustituents (p. 534).

19 Other factors could be taken into account, incigdilassical factors such as age, size etc. Furtéisearch should
control for the effects of these types of varialdastakeholders’ representation on the board.



Nevertheless, in the context of CSR developmeakes$tolders’ representation on the board can also
be observed increasingly within for-profit compani&ochan and Rubinstein (2000) provide an
interesting example of such a situation and sugfestthe inclusion of external stakeholders m th
decision-making structures represents nothing tlesss the adoption of a new organizational form.

This confirms the limits of the explanations solegsed on the juridical status.

Furthermore, stakeholders’ representation on tleeds likely to be affected by thgoals pursued

by the organization. As stakeholder groups are teaithve different expectations with regard to how
the organization should behave and what it shoaldeae (Calleret al, 2003; Herman & Renz,
1999), each stakeholder group is assumed to bevawedi to be represented on the board so as to
watch that the organization follows its goals anews as closely as possible. Therefore, some
suggest that the organizations that follow a walege of goals are more likely to include multiple
stakeholder groups on their board (Camtpal, 2006; Defourny & Nyssens, 2006).

The main issue, however, is to capture the natodetlze extent of these multiple goals. Indeed, the
multiplicity of goals may be questioned when thésea hierarchy of goals with one dominant
consideration. That is why some claim that for-prisfms engaged in a CSR process do not really
pursue various goals when their “alternative” gqéds instance environment protection, well-being
of the workers, focus on marginalized groups,...) subordinated to the long-term goal of profit
maximization (Labie, 2005). As to nonprofits andageratives, it is not sure either that they always
pursue a variety of goals. Whatever the status,iitteresting to consider that the inclusion oélgo
related stakeholders constitutes a certain indigaftdhe importance of the respective goals in the

strategy of the organization (Brown & Iverson, 204

Thirdly, the resource dependence theory bringshemansight for understanding what determines
the relationships between a firm and its stakehsl@E&rooman, 1999; Litz, 1996; Miller-Millesen,
2003). Following Pfeffer and Salancik (1978), tleatul can be seen as a mean for the organization
to gain a facilitated access to tlesourcescrucial for its development, by including peoplbonare
linked with these resources. In this perspectives board lies at the interface between the
organization and its environment (Cornforth, 2004)us, the resources needed by the organization
to achieve its goals have an influence on the tydestakeholders involved on the board. When
depending on capital, like in most for-profit compes, the board naturally includes shareholders
who are the owners of the firm. When non-commen@aburces are crucial to the organization, it is
likely to see the presence of resource-relatedebtalders as it has been observed with donors
(Callenet al, 2003; Fama & Jensen, 1983) and volunteers (Kushf®ole, 1996).



3. Field description: Fair Trade and its diverse operdors

After having presented the theoretical backgrourthis study, let us now examine the specific field
to which it is applied. | will first present the mcept of Fair Trade and then its participants.

3.1. The Fair Trade concept

The definition which gathers most agreement andclviié most widely used by field actors and
academics (Moore, 2004) is the FINBefinition:

Fair Trade is a trading partnership, based on d@le, transparency and respect, that seeks greater
equity in international trade. It contributes tossainable development by offering better trading
conditions to, and securing the rights of, margiredl producers and workers - especially in the
South. Fair Trade organisations (backed by conssinere engaged actively in supporting
producers, awareness raising and in campaigning ébanges in the rules and practice of

conventional international trade.

It appears from this definition and from the sestoobservation that Fair Trade is a highly
multidimensional concept. From a theoretical pahtview, Fair Trade combines dimensions that

could be grouped under four main categories:

 Trade: all the market activities (import, transformatiodijstribution) similar to any
commercial initiative. Albeit “fair”, FTOs are coundting trade and using market mechanisms
(Nicholls & Opal, 2005). The positioning of tradethe strategy of FTOs, however, can vary,
from a tool to produce development in the Soutfa gmal on its own (Gendron, 2004).

* Fairness: FTOs pretend to conduct trade under “fair” comdisi. These conditions constitute
the core of the Fair Trade concept: fair price,isopremium, pre-financing, provision of
market access, long-term relationship (Moore, 2004 hese different tools are supposed to
orient the trading relationship towards an effextisocio-economic development for the
producers in the South. This “bundle of fair ch&astics” constitutes a specific — albeit
invisible — attribute of Fair Trade products, diffatiating them from “classical” products
(Becchetti & Rosati, 2005; Nicholls & Opal, 200&Nen if most of the Fair Trade conditions
are formulated and controlled, to some extent,Hsy ELO label or the IFAT certificatidf

FTOs may vary in the degree to which they investl@velopment-oriented activities. For

1 FINE is an informal network gathering the four maair Trade umbrella organs: EFTA (European Faad@
Association), NEWS (Network European Worldshop&OFand IFAT (International Fair Trade Association).

12 The FLO label applies to a wide range of food puts. The certification set up by IFAT (the “Fairafle mark”)
does not concern products but organizations, asimide North as in the South.



instance, some FTOs may pre-finance all their erdmrd provide technical assistance to
producer groups whereas others do not.

» Education: some FTOs, mainly the pioneer ones, conduct educatimpaigns directed to the
consumers. These campaigns can be intended to f@drao Trade, to denunciate “unethical”
trading practices of multinationals or, more gldjpato educate citizens (and governments)
towards consumption habits that are more respe@tiulthe environment and the people,
especially the producers in the South.

» Regulation and advocacy:at the origins of Fair Trade, there is the intehtreating a new
regulation framework for commercial exchanges. Thasnework is applied within the Fair
Trade sector (through specific criteria), but alaons at influencing the mainstream
international trading practices. The design andctirerol of the specific norms within the Fair
Trade sector have been progressively carried ogpbygific FTOs that do not conduct trade of
commodities but focus on the creation and the obwiir the Fair Trade norms (this is being

referred to as the “labeling” process).

The Fair Trade mechanisms have already been axalyzenumber of publications (see for example
Moore, 2004; Nicholls & Opal, 2005). In the cont@ftthis article, instead of conducting another
detailed analysis of the elements composing theTrade concept, let us just keep in mind that Fair
Trade is a hybrid initiative that combines econorftrade), social (fairness) and socio-political
dimensions (education and regulation). This coordp to the three dimensions that characterize
social enterprises (Defourny, 2001; Defourny & Nyss 2006), thus making of Fair Trade one of

the potential fields for social enterprises andaantrepreneurship (Nicholls, 2006).

3.2. Fair Trade Organizations (FTOs)

However, all the participants to Fair Trade do netessarily pursue jointly the four dimensions
presented above. Some organizations may focusoonbne particular dimension (for example, trade

or regulation). Basically, there are two types aihpanies present on the Fair Trade market:

- Organizations that are totally or principally dedted to Fair Trade (often referred to as
“Alternative trading organizations”). ATOs includiee pioneers of the Fair Trade movement
and keep playing an important role in the develapnoéthe sector (Renard, 2003).

- Companies that have added the import, transformadiod/or distribution of Fair Trade
products to their pre-existing activities. Than&ghe development of the labeling schemes,
these Second-mover companieBave often &dopted Fair Trade in the face of consumer

pressure to meet a market opportuhifNicholls & Opal, 2005, p. 80). Supermarket

10



channels and multinational food companies are &pexamples of second-movers, for

whom Fair Trade products only represent a smatlgfaheir sales.

In this study, | focus specifically on ATOs. Nicl®l& Opal (2005) identify three criteria that

distinguish ATOs from second-mover companies :

- A majority of products traded under the Fair Tradaciples
- The adoption of a labeling scheme (IFAT or FLOpplying to the traded products).
- An organizational commitment to Fair Trade as thairmgoal (instead of profit

maximization)

Historically, ATOs or FTOY have emerged as social enterprises, under nohprofio-operatives
statuses. There are several reasons that explaireniergence of FTOs under such types of
structures. In brief, these reasons lie mainhjhmability of social enterprises to overcome faituof
both the market (information asymmetry problem) #imel State to provide Fair Trade goods and

combine the different dimensions presented above.

Whereas, in the beginning, FTOs have been relyiegjde sales of Fair Trade products, on non-
commercial resources such as gifts, voluntary veordt public subsidies, there is an increasing trend
towards the rise of sales as the main resourcelagiynto the “commercialization” trend observed
among nonprofit organizations and social enterpr{¥geisbrod, 1998). Moreover, in the last years,
some FTOs have also adopted typical mainstrearmptioiit” structures-* However, as stated in the
introduction, the purpose of this article is tolzgyond the organizational form as only distinguighi
criterion between FTOs, and to consider how and tlbydifferent FTOs behave differently in terms

of stakeholders’ involvement.

4. Propositions and methodology

4.1. Propositions

We have seen that there is a diversity of FTOsrims of (1) juridical statuses, (2) pursued goats a

(3) resources sought. The literature suggests ttiege differences are likely to influence the
governance structures of FTOs in terms of stakemaydoups participating to the decision-making
processes. This allows formulating a number of psttns in order to explain the differences in the

stakeholder configurations within FTOs’ boards.

13 Given that we talk about “Fair” Trade and not ‘gative” Trade, | will use the term “Fair Tradeg@nizations”
(FTOs) as a synonym for ATOs.

* As has already been mentioned, | call the latter-frofit” (as opposed to nonprofit) companieseevhough
these types of FTOs, according to the third cotenf Nicholls & Opal, do not primarily seek to neafarofits.

11



P1: The juridical status has an influence on tipeesentation of stakeholders on the board. Nortprofi
and co-operative FTOs are more likely to involveigeolitical stakeholder groups (volunteers,
partner NGOs, founders,...). For-profit FTOs are miikely to involve commercial stakeholder

groups (shareholders, financial institutions, mangg..).

P2: The organizational goals impact the representaf stakeholders on the board.

P2a: The predominance of socio-political (comméygaals increases the likelihood of the
presence of socio-political (commercial) stakehdde
P2b: Consequently, the larger the diversity of nrgational goals, the wider the diversity of

stakeholders involved on the board.

P3: The aimed resources impact the representatistaleeholders on the board.
P3a: The search for non-commercial (commercialpuees increases the likelihood of
having socio-political (commercial) stakeholdersnitmating the board.
P3b: Consequently, the larger the diversity of ueses sought, the wider the involvement of

different types of stakeholders on the board.

It has to be noticed that P1, P2a and P3a conbempminance of particular stakeholder groups on
the Board. P2b and P3b, however, addressliggersion of stakeholder groups on the board. Both
dimensions — dominance and dispersion — constitaoteresting attributes of stakeholders’
representation and deserve a distinct treatmehisrstudy.

These five propositions are, of course, insuffiti@naddress the complexity of the whole questibn o
stakeholders’ involvement. Particular stakeholdeugs may be absent from the board even though
they are linked to major goals and have accessuciat resources. This can be explained, in my
view, by practical issues that are crucial for #tttual presence of stakeholder groups on the board,
for instance the existence of formal representatiaglies for the stakeholder group or the
geographical distance between the stakeholder gaodpthe firm. The first reason could explain
why consumers are generally not represented on Fh@xds although they constitute a major
stakeholder group. The second reason is fundamtmtaixplaining the absence of producers as a
beneficiary category of FTOs. The scope of thisclertdoes not allow to address these practical
issues in detail, but future research should taketinto account.

The following table presents the main possible edtakders for FTOs with regard to the goal they

pursue, the resources they have access to andattecpl feasibility of their involvement.
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Table 2: Characteristics of some possible stakedrslavithin FTOs’ boards

Stakeholder Possible goal Crucial resources Involweent
Producers Improve their living conditions (1)  Prodquality (both Difficult (geographical
material and “fair”) distance)
Consumers Increase their ethical utility, contf®urchasing power Difficult (few
the use of the price surplus (2) representative bodies)
Development| Various: include (1) and (2) Development expertise,| Possible
NGOs credibility
Workers Improve their working conditions | Working power Easy
and motivation (3)
Volunteers Various: include (1) and (2) Voluntargrking power | Easy
Donors Various: include (1) and (2) Gifts Easy
Investors Maximize their (ethical) investment Capit Possible
State Various: include (1), (2), and (3) Subsidias,exemption, | Difficult (political
legislation,... dimension)

4.2. Empirical study: the Belgian Fair Trade sector

Belgium has traditionally had a dynamic Fair Tragetor, with Oxfam as the leading FTO. In the
latest years, new organizations have emerged isebtr and a lot of companies are now active in
the import, transformation and distribution of Famade products. However, at this date, only eight
organizations have Fair Trade as their principdiviag. Citizen Dream, Emile, Fair Trade
Organisatie, Miel Maya, Oxfam-Magasins du Monde fadxWereldwinkels, Max Havelaar and
Weltladen. Only these organizations are studigdercontext of this article.

The Belgian FTOs are very diverse in their sizesnloer of products, structures and even goals. In
terms of size, they range from SMEs with a few eypés (Citizen Dream, Emile) to “Fair Trade
groups” employing one hundred people or so (botfa@xMDM and Oxfam-Wereldwinkels). As
for the product mixes, they range from a singledpot type (honey for Miel Maya) to a wide range

of craft and food products (Oxfam and Fair TradgaDisatie).

The different FTOs also differ in the types of aitiés they conduct. Whereas nearly all FTOs are
involved in the import and distribution of Fair B products, only a few are also active in
regulation and education activities. Such non-consrak activities are mainly conducted by the

pioneer FTOs such as Oxfam-MDM, Oxfam-Wereldwinlal$liel Maya.
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4.3. Methodology

In order to assess the characteristics of the @gdons in terms of juridical status, goal and
resource mixes, as well as stakeholders' reprdgemtan questionnaifeé has been sent to the
executive managefsof the eleven identified Belgian FTOs in the menti February and March

2007. After two reminders, ten out of the elevegenizations have provided valid answérs.

Whereas the juridical status and the resourcé®hiave been relatively easy to assess, difficulties

have been encountered for measuring the goal nabstakeholders' representation.

The goal mix has been measured through Likert sdalesixteen possible organizational goals (four

for each goal category). Such an assessment olyiocwsprises several limitations:

- The way of seeing and presenting the organizatigoals differs across the different persons
and positions in the organization. The fact thdy ¢ime manager’s opinion is considered in this
study obviously constitutes a limitation.

- In the case of Fair Trade, the goal of promotirggdievelopment of the producers in the South
is likely to be cited first as it constitutes ttaéson d’'étreof the movement.

- The goals that are presented may only remain ttieargoals and not be followed by concrete
activities in order to achieve these goals. Thathy | control the general coherence between

the goal mix and the concrete activities of thegpoeslent FTOs.

Secondly, the study of the stakeholders' representis also questionable methodologically:

- The categorization of the stakeholder groups ies&arily limited and ambiguous. Volunteers,
for instance, can also be consumers and/or shaieisol

- The numerical representation of the stakeholdertheiboard does not necessarily reflect their
effective influence: other indicators of stakehefdsalience should be used in future studies.

Despite these limitations, interesting findings énéeen obtained when studying the Belgian FTOs.

!> See appendix 1.

'8 Interviewing the managers comprises methodolodiicédations, especially for the more subjectiveessment of
the organizational goals. Yet, most studies adhmt,tif forced to choose one respondent in the roxgéion,
managersdre in the most likely position to express the allestrategic philosophy of the organizatiofBrown &
Iverson, 2004, pp.377-400).

" Maya Fair Trade sc is the only FTO that has ndigpated to the study.

8 Actually, there could be a differential betweere tfesources sought by the organization (as statethe
propositions) and the resources effectively rai§eu.the sake of clarity, we will assume that thsources that the
organization has managed to raise reflect the ressunitially sought. Further research could ttdke differential
into account.
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5. Descriptive findings

| successively characterize the Belgian FTOs aaegrdo their juridical statuses, their goal

configurations, their resource mixes and the ex@éstakeholders’ representation on their boards.

5.1. Juridical status

Juridical statuses of Belgian FTOs include “purebnprofit organizations (also called
“associations”), co-operatives and “for-profit” cpanies. As it can be observed in Table 3, only one
FTO has a “for-profit” status. Moreover, three argations are composed of both a nonprofit
organization and a co-operative. Although the libksveen the nonprofit and the co-operative parts
within these “Fair Trade groups” would deserve ecid attention in terms of governance, | consider
both components as individual organizations incihrtext of this paper.

Table 3: Juridical statuses of Belgian FTOs

Status Nonprofit Co-operative For-profit
Organization (“asbl” or “vzw” (“sc” or “cv") (“sa” or “nv")
Citizen Dream X
Emile X
Fair Trade Organisatie X
Max Havelaar X X
Miel Maya X X
Oxfam-MDM X
Oxfam-Wereldwinkels X X
Weltladen X

5.2.Goal mix

In spite of the methodological limitations previbusxposed, the study of the respective goal
mixes reveals different behaviors among the Bel@i@®s. Table 4 presents the importance of
each goal dimension through the sum of the foul-g®ated items (score on 40 points). As
predictable, all FTOs have given a significant im@oce to the “fairness” (social) dimension.
Thus, FTOs can hardly be distinguished on that dsi® but rather on their differences in
rating the commercial and socio-political dimensiofherefore, the “socio-political ratio”

compares the proportion of the socio-political dasiens (education and regulation) on the
proportion of the trade dimension. This allows ascharacterize the goal positioning of each
FTO in terms of socio-political or commercial domuite (the higher the ratio, the higher the
socio-political dominance). Finally, with a view ofeasuring the dispersion of goals, the

concentration index is obtained by calculating ttandard deviation of the respective
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proportions of each dimension (the higher the steshdeviation, the less equal the weight of the

different dimensions and thus the more concentridgedoal mix).

Table 4: Goal mixes of Belgian FTOs

Goals| Trade | Fairness|Education|Regulation| Socio-pol. | Concentr.
Organization dominance| Index
Citizen Dream 30 30 10 13 0.38 0.21
Emile 33 33 24 14 0.58 0.18
Fair Trade Organisatiq 31 35 25 19 0.71 0.17
Max Havelaar asbl 7 36 28 16 3.14 0.22
Max Havelaar sc 16 37 18 4 0.69 0.25
Miel Maya asbl 8 31 36 27 3.94 0.16
Oxfam-MDM 19 40 38 34 1.89 0.15
Oxfam-Wereldwinkels 26 37 34 35 1.33 0.14
Oxfam Fair Trade cv 28 26 26 0 0.46 0.20
Weltladen 40 40 40 35 0.94 0.15

In terms of dominance, if one excepts Weltladen sehpositioning is mixed, two classes of FTOs
can be distinguished according to the kind of gti@dy pursue:

- FTOs dominated by commercial goals (beside prodsgpport): Citizen Dream, Emile, Fair
Trade Organisatie, Max Havelaar sc, Maya Fair Teadand Oxfam Fair Trade cv.

- FTOs dominated by socio-political goals: Max Haaelasbl, Miel Maya asbl, Oxfam-MDM
and Oxfam-Wereldwinkels.

It is interesting to observe that if the three tFEiade groups” had been considered as organization
on their own, these groups would probably have lreended in the “mixed” category, leaving only

a few FTOs with pure “commercial” or “socio-polii€ goals.

In terms of dispersion, there is some variatiorowben FTOs, but the heterogeneity is low. This

problem will be discussed when analyzing the prijoos.

5.3. Resource mix

The third factor proposed for explaining stakehdteepresentation is the resource mix. | have

distinguished commercial resources (sales), puldgources (subsidies) and voluntary resources
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(donations and voluntary worl). Beside the respective proportions of these thypes of resources,
| propose a “non-commercial versus commercial nessl ratio in order to determine the resource

dominance and | measure the concentration indéheisame way as for the goal mix.

Table 5: Resource mixes of Belgian FTOs

Resource Sales Public [ Donations| Voluntary | Non-comm.| Concentr.
Organization subsidies work dominance Index
Citizen Dream 95% 5% 0% 0% 0.05 0.47
Emile 100% 0% 0% 0% 0.00 0.50
Fair Trade Organisati¢ 98% 3% 0% 0% 0.03 0.48
Max Havelaar asbl 0% 76% 18% 6% 10.00 0.35
Max Havelaar sc 100% 0% 0% 0% 0.00 0.50
Miel Maya asbl 8% 58% 13% 20% 10.89 0.23
Oxfam-MDM 52% 15% 0% 33% 0.93 0.22
Oxfam-Wereldwinkelg 9% 6% 0% 85% 10.10 0.40
Oxfam Fair Trade cv 100% 0% 0% 0% 0.00 0.50
Weltladen 33% 0% 8% 59% 2.06 0.27

In terms of dominance, three groups appear:

- FTOs dominated by sales: Citizen Dream, Emile, Feade Organisatie, Max Havelaar sc and
Oxfam Fair Trade cv

- FTOs relying mainly on non-commercial resources:xMdavelaar asbl (mainly public
subsidies), Oxfam-Wereldwinkels (mainly voluntargnk) and Miel Maya asbl (mixed)

- FTOs relying on both sales and non-commercial nessu Oxfam-MDM and Weltladen.

The first striking observation is that these categgocorrespond almost exactly to the categories of
terms of goal mixes, a result which | will discdager. It is also interesting to observe that both
structures of Fair Trade groups (Max Havelaar arth@) have a very clear and complementary

positioning, splitting their resources accordinghe respective goals of each entity.

In terms of dispersion, the FTOs with a socio-pmdit or mixed dominance seem to have a lower
concentration (i.e. a higher dispersion) of resesirwith regard to the FTOs with a dominance of
commercial resources. This means that the FTOsdbatot rely mainly on sales (strikingly, the

associative parts of the three “groups”) must ltayka more diversified resource mix.

'° The inclusion of voluntary work in the resourcexrnas been possible by multiplying the approxinvedeking
time of volunteers with the average gross salaryte nonprofit sector in Belgium (Mertens & Leféby2004).
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5.4. Stakeholders' representation on the board

Table 6 indicates which stakeholder groups areesgmted on the boards of the different FTOs and

presents the same concentration ratio as for takaga resource mixes. The figures are based on the

proportion of stakeholder-related members on tted tmumber of board members.

Table 6: Stakeholders present on the boards oB#igian FTOs

Organization Stake- Stake- Stake- Stake- Dominance | Concentr.
holder 1 holder 2 holder 3 holder 4 index
Citizen Dream Founders| Fair Trade Financial Individual Mixed 0.07
partners institution | shareholders
Emile Founders Individual Commercial 0.32
shareholders
Fair Trade Organisatie | Managers Commercial 0.50
Max Havelaar asbl Fair Trade NGO Founder Socio-pol. 0.19
partners partners
Max Havelaar sc Fair Trade Financial NGO Founder Mixed 0.24
partner institutions partners
Miel Maya asbl Volunteers Socio-pol 0.50
Oxfam-MDM Volunteers NGO Fair Trade Socio-pol. 0.37
partners partner
Oxfam-Wereldwinkels Volunteers  Employees NGO Socio-pol. 0.34
partners
Oxfam Fair Trade cv Volunteers Employees NGO Socio-pol. 0.34
partners
Weltladen Volunteerg Socio-pol 0.50

Three types of “single-stakeholder” boards (or deawith two similar stakeholders) appear:

- The “volunteers” board: Miel Maya asbl, Maya Farade and Weltladen

- The “founders” board: Emile

- The “managers” board: Fair Trade Organisatie.

As for the boards composed of multiple stakeholders patterns can be distinguished:

- “Socio-political” multi-stakeholder boards: Max Haaar asbl, Oxfam-MDM, Oxfam-

Wereldwinkels and Oxfam Fair Trade cv

“Mixed” multi-stakeholder boards: Citizen Dream dddx Havelaar sc.

6. Analysis of the results

Beside differences in juridical statuses, differbabhaviors have been underpinned among the FTOs

based on the dominance and dispersion of theiuress, goals and stakeholders. The purpose, now,

is to look for possible links between these behaviao order to assess the different propositions.
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Even though the number of observations (10) doéslimw any statistically significant conclusion,

it is possible to perceive a number of links whaoking at the descriptive findings.
6.1. Interrelationship between goals and resources

The first finding concerns the interrelationshigvizeen the goal and the resource mixes, in terms of
both dispersion and dominance. The link betweesymd goals and resources sought could appear
trivial, as an organization will obviously aim tepecific types of resources that allow it to reash
goals. However, this link could be jeopardized wo tcases. First, when the missions that are
announced do not correspond to the actual godtseabrganization. For instance, in the case of Fair
Trade, an importer could announce socio-politicadlg in order to catch new consumers whereas
actually not pursuing socio-political goals. Sedgnthere could be cross-subsidization mechanisms.
Typically, an FTO could rely on its commercial reszes in order to achieve socio-political goals. If

one excludes voluntary work, this phenomenon iflypabserved in the case of Oxfam-MDM.
6.2. Assessment of the propositions

Next, let us check to what extent the explainingialdes seem to have an influence on the

dominance and dispersion of stakeholders' reprasemton the Board, as stated in the propositions.
6.2.1. Stakeholders’ dominance
P1: Juridical status

The first proposition stated that socio-politicalrtinated boards were likely to be found with
nonprofit and co-operative statuses, whereas comatelominated boards would rather be a typical
feature of for-profit companies. This analysis cades, indeed, that Belgian FTOs with socio-
political-dominated boards are exclusively nongsofind co-operatives. Interesting is that the co-
operatives governed by socio-political stakeholdars the ones that are linked to a sister
organization with nonprofit status (OWW, Max Hawland Miel Maya). This seems to indicate
that the nonprofit keeps the control on the co-afez by having the former’s board governing the
latter's. However, interviews with the leaders obbMHavelaar and Miel Maya have revealed a
willingness of these two groups to differentiatesithgovernance structures, i.e. to include

commercial-oriented stakeholders (or simply expemsthe co-operative board.

As for commercial-dominated boards, they cannolifdeed to a particular juridical status. Indeed,
the two Belgian FTOs that share this feature ace-aperative (Emile) and a nonprofit (Fair Trade

Organisatie), while the only for-profit company {{@én Dream) has a mixed board. Thus, in
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Belgium, boards dominated by socio-political stakdars are exclusively nonprofits and co-

operatives, but all nonprofits and co-operativesndb necessarily have socio-political-dominated
boards. This proposition is thus partly verifiedtlire Belgian Fair Trade sector, but future research
should be led on a wider scale to include morerzad proportions of the three types of players

(especially a better representation of FPOs thaindrcase of Belgium).

P2a: Goal dominance

P2a stated that FTOs with socio-political (commadjcgoals were likely to be governed by socio-
political (commercial) stakeholders. The majoritly tbe Belgian FTOs seem coherent with this
proposition. The FTOs that have given a significamportance to commercial goals have
commercial-dominated or mixed boards (except fola@xFair Trade). In the other sense, the FTOs
with strong socio-political goals all include sogolitical stakeholders on their boards.

P3a: Resource dominance

P3a stated that socio-political (commercial) boavdse more likely to be found in FTOs with socio-

political (commercial) resources. This propositseems verified in the Belgian sector. The FTOs
that do not only rely mainly on sales have socititipal or mixed boards, whereas the FTOs with
commercial resources include commercial-relatekestalders on their boards.

6.2.2. Stakeholders’ dispersion

P1: Juridical status

The first proposition did not mention the dispensad the stakeholders as a result of the legalistat
but only their dominance. The findings of this gstudonfirm that the presence of multiple

stakeholders cannot be induced from a particulatipal status.

P2b: Goal dispersion

Whereas strong differences in goal dominance aerghble among the FTOs, there is less
heterogeneity in terms of goal dispersion. Morepaequick overview of some individual behaviors
shows that this proposition cannot be confirmetheBelgian Fair Trade sector. Indeed, FTOs with
very diversified goals may be particularly singtakeholder (such as Emile and Weltladen), whereas
a commercial-dominated FTO such as Citizen Dreasrah@aarticularly multi-stakeholder board. This

inconclusive result could be due to methodolodicaitations:
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- Assessing the goals of an organization by interiigwhe director is questionable. It is very
likely that extreme answers will be avoided (e.gdiector of a commercial-oriented FTO
could be reluctant to give low scores to sociotfual goals).

- Furthermore, directors could be tempted to confotmed organization’s missions with their
personal opinions or with the objectives of the lghmovement (e.g. when asked if the
organization seeks to reduce the injustices irettmmomic system).

- The choice of the goals is definitely arbitrary.gfd established in collaboration with the

organizations could provide better results.

Nevertheless, it is not sure whether these metbgd! improvements would lead to a clearer link

between goal dispersion and multi-stakeholdersimpy future research will tell.
P3b: Resource dispersion

Contrarily to goal dispersion, resource disperssopoth a less questionable and a more discriminant
indicator. Indeed, strong differences have appehstdieen, on the one hand, FTOs such as Miel
Maya asbl or Oxfam-Wereldwinkels that rely on daréed resources and, on the other hand, FTOs
relying only on sales (Citizen Dream, Emile, Faiade Organisatie and Oxfam Fair Trade).

How do these differences impact the configuratiansterms of stakeholders’representation?
Unfortunately, there does not seem to be any airoel between both elements. Purely sales-
financed FTOs may involve multiple stakeholderg.(eCitizen Dream and Oxfam Fair Trade),
whereas FTOs with diversified resources may beleistgakeholder (e.g. Miel Maya asbl). Thus, in

the Belgian case, resource dispersion is not alaiexpy factor of stakeholders’ dispersion.

7. Discussion: towards a typology of FTOs

The propositions seem much more verified when éxiplg the types of stakeholders that dominate
the board than when trying to explain the diversfystakeholders. The propositions that have
received most supports are the links between, emtie hand, goal and resource dominance, and on

the other hand, stakeholders’ dominance.

However, the few number of observations do notvwallo claim the validity of this link. Indeed, it
could be, for instance, stakeholders’ dominanceittiiluences goal dominance and not the opposite.
Therefore, instead of establishing causal relakippssbetween the variables, this study only alltavs
underpin different types of behaviors among thegdel FTOs. Therefore, a more adequate outcome

at this stage would consist in the constructioa tfpology of FTOs according to these behaviors.
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Throughout this paper, the Belgian FTOs have beategorized in function of their board
configuration and goal-resource dominance. If wessrthese two dimensions with three modalities

each, nine possible categories appear, from wihretfind illustrations in the Belgian landscape.

Table 7: Typology of FTOs

Goals and resource Commercial- . . . .
Board ‘ dominated Mixed Socio-political-dominated
Commercial-dominated \EmHe,ETO
Mixed Citizen Dream, Max
Havelaar sc
Miel Maya_asbl, Max Havelaar

Socio-political-dominated Oxfam Fair Trade Weltladen | asbl, Oxfam=Wereldwinkels

Oxfam-MDM ~~~--__

Even though this typology is based on the dominamcenot on the dispersion of the goals/resources
and of the stakeholders, it is obvious that thexédi' categories correspond to high levels of multi-
stakeholdership (Citizen Dream and Max Havelaabst)d multiple goals/resources (Weltladen).

It is very striking to observe that all Belgian F3'@re located on or below the diagonal line. The
FTOs located on the diagonal (upper left and louggt boxes) have a “coherent” positioning in the
sense that their board configuration correspondbéo goal and resource mixes, as stated in the
“dominance” propositions. The other three boxewgloleft) are located below the diagonal, which
means that these FTOs are close to a socio-péiitarainated (or mixed) board with commercial-
dominated (or mixed) goals and resources. This méaat, if the board composition is divergent
with the goal and resource positioning, it goethm sense of a socio-political board watching over
commercial goals and resources, and not the ogpo$his is a logical but still interesting
observation, because it means that FTOs that appeéar more commercial-oriented in their goals
and resources can find a kind of “safeguard” deuiceugh the inclusion of socio-political
stakeholders on their board. Interviews with theectors suggest that this is definitely the case in

FTOs such as Max Havelaar sc or Oxfam Fair Trade.

A wider analysis with other European countries wiaallow determining if the majority of FTOs
lie on or below the diagonal, or if some FTOs aveated above the diagonal, i.e. with a
“commercial” control on socio-political activitiesyhich seems less likely from a theoretical
point of view. More fundamentally, a wider analysisuld provide information on the validity
of this typology, by assessing (1) the heteroggraitbehaviors among the different groups and
(2) the homogeneity of behaviors within the sanwigs.
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8. Conclusion

The purpose of this article was to investigate éixéent and the determinants of stakeholders’
representation within the boards of Fair Trade wizgions in Belgium. The study of the Belgian

Fair Trade sector has revealed several findings:

- The positioning in terms of goals pursued is simitathe positioning in terms of resources
sought: these variables cannot be considered apandent.

- The types of stakeholders that dominate the ba@denerally coherent with the positioning
in terms of goals and resources, even though theesef the causal relationship cannot yet
be confirmed. When this is not the case, it is thabmmercial-oriented FTO is controlled by
socio-political stakeholders and not the opposite.

- The juridical status of the organization influendee dominance of stakeholders on the

board, with nonprofit and co-operatives more likielynvolve socio-political stakeholders.

To summarize, there is much more to say in termstafeholders’ dominance than in terms of
dispersion. The findings must nevertheless be takéh caution, due to the methodological
limitations of this study. Therefore, at this stages more adequate to consider building a tygglo

of FTOs. When crossing the positioning in termstakeholders’ dominance with the positioning in
terms of goals and resources, nine categories appeaof these categories find illustrations i th

Belgian landscape. Whereas five FTOs have a cohpositioning in terms of both board dominance
and goal-resource dominance, the five other FT@svshixed patterns, with Oxfam Fair Trade as

the main example of commercially active but somditigal-dominated FTO.

This typology could be interesting for the studytled Fair Trade movement in Europe and beyond.
Indeed, it shows that there is no clear-cut frorbetween totally “commercial” and totally “socio-
political” FTOs. Rather, some commercial FTOs maycbntrolled by socio-political stakeholders,
especially in the context of the Fair Trade “grdupsfOs may also be controlled by a coalition of
stakeholders including both commercial and socidipal-oriented categories. Even though is not
yet possible to clearly determine the reasonsherdifferent patterns observed, one can alreadg hav
a better understanding of the heterogeneity of Rag Trade landscape and perceive that the
governance structure is a crucial and discrimiggfisature, beyond the juridical status.

However, the limitations of the study indicate ttieg representation of the stakeholders on thedboar
is far from being the only indicator for assesdimg governance structure. Therefore, future rebearc
should not only consider the Board of Directors #&isb other, probably more informal governance

mechanisms in Charreaux’s Grid. The numeric reptasen of stakeholder groups should also be
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substituted by a more dynamic view of the conciefeience and power of the stakeholders,
following recent work on this issue (Mattingly, 20QMitchell et al, 1997) and taking into account
time effects. Future research should especiallgrdghe the sequence of relationships between goal
mix, resource mix and board configuration. Moreowher variables should be taken into account,
such as the age and the size of the organizatidhedype of Fair Trade products proposed. Finally
the scope of the study should be enlarged at arvigdel, both in the sense of the inclusion of
“second-mover” mainstream companies and in geograpllerms (a study of other European
countries for instance). Such an enlarged studly wihigh number of organizations would provide
statistically significant data that could allow &y a better assessment of the different propastio
and of the typology proposed in this study. Morenegally, a European study should allow

highlighting the specific features of different Bpean FTOs in terms of governance.
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Appendix 1: Questionnaire sent to the managers ohe Belgian FTOS°

Q 1: What is the juridical status of your organizaton?

o Non-profit organization, NGO, association,... (prafistribution prohibited)
a Co-operative (limited profit distribution)
a Commercial firm (unlimited profit distribution)

Q 2: Please rank the following possible goals acating to the importance that they have_in the
missions of your organizatior? (1= not an important goal; 10 = very important goal)

Possible Goal Importance

To generate profits

To give marginalized producer groups access tondudket

To help producer groups to get access to locali@gbbds (health, education,...)

To raise consumers’ awareness about productiontcamslin the South

To promote the adoption of consumption habits vofaof the producers in the South

To gain market shares in the Fair and Ethical Tradees

To sensitise consumers about injustices in wodder

To provide a better income for producers

To maximize the number of customers

To promote the adoption of consumption habits wofaf the environment

To achieve more justice in the economic system

To push public authorities to reduce the importibes for the producers in the South

To foster economic democracy among producer groups

To raise the quality of Fair Trade products

To push public authorities to adopt legislationgawour of Fair Trade

To control the trading activities of multinatiora@rporations

Q 3: Please indicate the amount and the proportionf your resources according to their origin.

Origin Proportion of total incomes | Amount
Total Income 100 % .. €
1. Sales (individual and institutional consumers) %.. ... €
2. Public subsidies (including employment-related .. % .. €
subsidies)
3. Private gifts (including donations and sponsig)sh .. % ... €

0 This questionnaire has been sent after havingumad qualitative interviews with the managershds been
issued either in a French or in a Dutch version.
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Q 4: How many members does the Board of Directorsf gour organization count? .........

Q 5: If we assume that all the members of the boartlave a pre-existing relationship with the
organization (they are, for instance, consumers oshareholders), could you indicate to which
cateqgories of stakeholdershe different board members are linked? Please indate the number

of board members linked to the different proposed tekeholder groups, with the principal

group in case of different possible links. Do notésitate to add a stakeholder group if the list of
possible groups is incomplete.

Stakeholder group Number of board members linked tdhe group

Consumers

Shareholders

Producer groups

Managers

Non-manager employees or workers

Volunteers

Donors

Public authorities

Financial institutions

Partner Fair Trade Organizations

Partner NGOs

Individual experts

other: ......ooovveiiin ..
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