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S tandards that address social and environmental practices are increas-
ingly common today. With the expansion of global supply chains,
multinational companies (MNCs) source products from developing
countries, as production, processing, distribution, and consumption

spread across borders.1 Simultaneously, and especially since the 1990s, non-
governmental organizations (NGOs) have organized activities and been part of
social movements and market campaigns that aim to influence business practices
on issues such as human rights, labor standards, environmental sustainability,
and poverty reduction.2 NGO pressure for sustainable practices has particularly
targeted companies leading global supply chains in diverse industries, including
mining, forestry, agribusiness, electronics, garment, and footwear, among others.
Such actions have led to the creation of new standards, codes of conduct, and
certification programs that represent norms and practices that define expecta-
tions for more socially and environmentally sustainable production processes.3

The new standards that go beyond the traditional quality and technical
certifications have coincided with the rise of partnerships between companies
and NGOs. The wide range of corporate codes of conduct, standards, certifica-
tion, eco-labeling, social reporting, and Fair Trade products are tied to an
increasing number of associations, collaborations, or alliances composed of
MNCs and NGOs.4 Some have named this phenomenon “the NGO-Industrial
Complex.”5 As companies move from outright resistance or minimal compliance
to actually changing their business practices, the number of partnerships with
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NGOs has multiplied in recent years.6 Researchers have analyzed the NGO
strategies to pressure business, how firms react to such influence, and the moti-
vations behind collaborations.7 As well, current studies focus on certification
credibility, based on the degree of independence of the assessor, and the effec-
tiveness of monitoring systems.8 The process of implementing these new norms
in developing countries has been less studied.

Paradoxically, some existing research demonstrates that these well-
intended social and environmental norms, or sustainability standards, can repre-
sent significant barriers to entry for poorer producers, such as small-scale farms
and enterprises in developing economies.9 Given the widespread poverty in
these countries, this segment has a large presence and a substantial economic
role, but often operates under arrangements that constrain these producers’
ability to survive and compete. Scholars of international business often refer to
this important group as the “bottom of the pyramid” (BOP).10 As supply chains
spread globally, and MNCs source from developing countries, foreign companies
interact closely with the local small-scale producers. The new norms may
require considerable changes and investments beyond their reach. Acting as
additional barriers, sustainability standards can lead to the concentration of pro-
duction by large local companies, excluding poorer producers from global supply
chains, as they are unable to upgrade to meet the new norms.11

The challenges for implementing these types of standards in developing
countries, particularly at the level of poorer producers and small suppliers, have
not been sufficiently researched. Virtually all the discussion about codes of con-
duct and sustainability standards focuses on the MNC performance related to
their adoption at the corporate level, voluntary enforcement, and auditing
processes.12 Similarly, the dialogue on new business models in which private
companies devise strategies that alleviate poverty in developing economies by
targeting the “bottom of the pyramid,” has not addressed how sustainability
standards might fit into such strategies.13 This is largely because the BOP seg-
ment is treated as potential multinational customers, rather than existing pro-
ducers.14 Moreover, while MNC-NGO partnerships play a role in the BOP
approach to building effective business
strategies in developing economies, how
they work successfully to bring in BOP
producers has not been fully explored.
There is a need to fill the gap in our under-
standing of how the implementation of
social and environmental standards in sup-
ply chains can foster the inclusion of those
at the bottom of the pyramid.

How can the new sustainability standards intertwined with MNC-NGO
alliances successfully include the poorer small-scale producers rather than
exclude them? A direct examination of MNC-NGO partnerships in global supply
chains that include poorer suppliers could enhance our understanding of the
conditions that lead to upgrading of social and environmental standards in
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developing economies. To investigate these questions, this study uses the exam-
ple of the specialty coffee chain, where small-scale producers have an important
presence. Specifically, we analyze the Starbucks and Conservation International
(CI) alliance to examine its evolution through various phases, from standard
creation to implementation, and discover what conditions facilitate the inclusion
of suppliers at the bottom of the pyramid.

The argument presented here has three parts. First, a central dynamic of
MNC-NGO partnerships is the creation of standards and agreements concerning
supply chain practices that differ significantly from existing norms in developing
countries. Joint actions to elaborate and implement these norms sustain the
partnership over time. Secondly, when MNC-NGO partnerships pursue an active
assistance approach to upgrading the practices of BOP producers, the implementa-
tion of sustainability standards facilitates the inclusion of small-scale producers.
An active assistance approach means that partnerships provide support during
the adoption of new sustainability practices while simultaneously improving the
ability of BOP producers to participate in global supply chains. Furthermore,
MNC-NGO partnerships that follow an active assistance approach at the BOP
level mitigate the resulting barriers to entry by directly helping small producers
to meet the standards, and these partnerships also create supporting conditions
for small producers’ development. Thirdly, an active assistance approach com-
bines participation of small-scale producers during the process of defining the
sustainability standards, as well as financial and technical support from compa-
nies and NGOs during the implementation phase. When standard creation
involves the BOP and when the partnership offers supporting conditions for
their adoption, sustainable production practices can bring benefits and competi-
tive advantage to low-income groups and to MNCs involved in the value chain.

Linking Sustainability Standards, Partnerships,
and the Bottom of the Pyramid Producers

Two separate research literatures share a common reference to partner-
ships and a concern for strategies that address business impact in developing
economies: one on social and environmental standards, and the other, on pri-
vate companies and poverty alleviation. The role of social movements and NGOs
in lobbying for the development of company standards and codes of conduct has
been an important factor in the rise of certification systems.15 The interactions
between NGOs and business usually fall into two stages. In the first stage, the
NGO pressures the multinational, often via its customers and market campaigns,
to develop an “ethical sourcing code” for their supply chain practices. This is a
growing trend in industries that have “credence” quality standards focusing on
production conditions, such as garment, footwear, food-processing, forest prod-
ucts, and mining, among others.16

In the second stage, the company and NGO establish a partnership or
alliance, characterized by arrangements between two or more independent orga-
nizations to work together on a joint project.17 Some define these as cross-sector
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social partnerships as they involve for-profit and non-profit organizations that
join in projects to address issues such as poverty, disease, and the environment.18

Researchers find the main motivation for such partnerships is the external legiti-
macy that a company seeks in the face of pressure to become socially responsi-
ble.19 The current literature also emphasizes the independent role of NGOs in
compliance monitoring of the company’s performance.20 The presence of an
independent external organization, or third party certification, is seen as the
most-credible mechanism for changing corporate practice.

Often, little attention is given to the equally important dynamics of actu-
ally implementing these standards in developing economies, particularly from
the perspective of small producers, who as suppliers must change their practices
to comply with the higher social and environmental sustainability norms.
Understanding this aspect is important, as current studies reveal the implications
of the new standards, which can threaten exclusion of the small-scale producers
and create further marginalization of the poor in developing countries.

Stringent quality, social and environmental norms can unintentionally
reduce access of small businesses and poorer producers from high-standard
supply chains while the rents in the chain are extracted by multinationals and
developing country elites.21 For example, in Pakistan’s soccer ball industry the
new norm by global brands to remove child labor brought about loss of income
and exclusion of the poorest, particularly women.22 Other studies show that
small farmers in Africa and Latin America are often excluded from export supply
chains due to new norms, and the products are increasingly grown on large
industrial estate farms.23 Similarly, the experience with the certification system
of the Forest Stewardship Council (FSC) showed that the largest firms and richer
countries earned certificates faster and easily, while smaller-scale enterprises and
poorer communities in developing countries lacked support infrastructure and
faced higher costs of certification, annual auditing, and improvements.24 There 
is a parallel literature indicating the challenges when developing country firms
attempt to shift their existing practices and adopt international quality standards
that differ significantly from their traditional local ones.25

At the same time, there is evidence that low-income producers can derive
important benefits and competitive advantage by engaging in upgrading
processes tied to new standards. Research indicates that environmental degrada-
tion threatens the livelihoods of small-scale producers and is linked to poverty.26

Depletion of forests, farmlands, watersheds, biodiversity, and soil erosion under-
mine productive conditions and economic survival. There is indication that
small-scale producers can successfully adopt certification systems that address
social and environmental conditions, improving their productive capacities.27

The issue then is not whether they benefit, but what conditions facilitate inclu-
sion of poorer producers in supply chains that pursue sustainable production.

The challenges presented by the new standards have particular relevance
for those in management research and practice concerned with business impact
on poverty alleviation in developing economies. Growing research in the field 
of international business strategy focuses on how multinationals can target the
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poorest (BOP) in developing economies.28 This perspective focuses on those that
make less than $2 a day, or the poor majority that characterizes the reality of
low-income countries. In this view, targeting the BOP can lead to poverty reduc-
tion through the development of new markets and innovative business models,
underscoring the role of the BOP as potential customers of MNCs. This multina-
tional-centered research perspective emphasizes how MNC strategies can be
more effective in commercial activities with the poor, particularly by selling
products to them. This research line has not yet explored how an engagement
with multinationals might benefit and enhance the conditions for the poor as
producers, not merely customers.29

The BOP business strategy also gives importance to multinationals joining
with NGOs and community groups as partners. However, the BOP literature
does not explain how companies will work with non-traditional partners to alle-
viate poverty. Further, it emphasizes that multinationals should partner with
NGOs and other local organizations in business development,30 but there is no
elaboration of the processes that link BOP business strategies to the mechanisms
underlying the collaboration and poverty alleviation efforts. More research is
needed that examines how MNC-NGO alliances work and the mechanisms
explaining when and how they work to benefit the poor.31

This study focuses on the creation and implementation of global supply
chain standards from the perspective of developing country producers’ condi-
tions. How does the MNC-NGO partnership facilitate the inclusion of poorer
producers in global supply chains? What conditions contribute to BOP inclusion
in interactions with multinationals where there is increasing pressure to upgrade
social and environmental standards? What approaches to designing and imple-
menting standards for business operations in developing economies work both
for local producers and communities as well as for reaching sustainability goals
within supply chains?

Case Approach: The Starbucks and 
Conservation International Partnership

The partnership between Conservation International (CI) and the Star-
bucks Coffee Company is a particularly good empirical case because it was delib-
erately built around defining and executing sustainability standards in the
supply chain, centered on activities in developing countries, and targeted small-
scale producers. As this partnership has been functioning for at least ten years, it
allows an analysis of the relationship between two organizations (one multina-
tional and one non-governmental) and the dynamics of developing joint activi-
ties to set and implement standards in low-income contexts. Using a qualitative
research strategy, we drew upon several sources of data to develop the case.32

First, we collected archival material on the partnership activities: including Star-
bucks and CI reports, memos, web pages, and project evaluation studies from
international organizations. Secondly, we used written documentation on the
development, procedures and implementation of the certification system used
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by Starbucks as well as on the standards for coffee production developed by CI
and other NGOs to understand their content and evolution. Third, the data is
the result of an extensive review of the considerable research (published and
unpublished) on the coffee value chain, which contains information on produc-
tion, trade, private organizations, industry actors, NGO activity, and the condi-
tions of small-scale producers. As the specialty coffee chain initiatives and
programs are well documented, they provide rich data for constructing this case
study. Fourth, these were supplemented with interviews involving three types 
of informants: small-scale producers in Central America, an independent third-
party certifying organization operating in Central America that provides services
to producers, and a key informant who was directly involved in the partnership
activities. To validate the accuracy of the story presented, the manuscript was
sent to an expert participant in the events discussed, but in a position indepen-
dent from both Starbucks and CI.

The Starbucks-CI case has several advantages for exploring the questions
of this study. First, the partnership is tied to a global supply chain where small-
scale producers constitute an important sector, particularly in the Mexico and
Central American region. An estimated 85 percent of Central America’s coffee
farmers are micro and small-scale producers.33 Similarly, very small farms con-
stitute 92 percent of all Mexican coffee farms.34 The coffee industry production-
consumption pattern connects advanced country firms and consumers with
developing country producers.35 Starbucks is part of the global coffee supply
chain, which includes small farms, large growers, processors, roasters, and retail-
ers.36 Coffee farms range in size from very small farms (under 1 hectare) to
cooperatives to large plantations. Whereas large plantations often process and
export their own beans, the smaller producers typically sell their green beans to
processors or agents, who in turn sell to exporters. These exporters sell to
importers or roasters in the country of consumption. Generally, the roasting
stage occurs closer to the point of consumption; Starbucks, a specialty roaster
and retailer, roasts all of its own coffee and sells it in retail stores and to food
service accounts. It buys its green (unroasted) coffee, amounting to about 2 per-
cent of the global coffee supply from exporters, farmers, cooperatives, and some-
times from other importers.37 Starbucks controls all of its roasting process and
the green bean purchasing, so it controls most of the upstream activity of the
supply chain.

The second advantage is that the Starbucks-CI partnership is representa-
tive of a typical sustainability standards alliance.38 Starbucks and several NGOs
have joined since 1998 in activities aimed at creating a sustainable supply chain.
Our study includes the origins and evolution of Starbucks-Conservation Interna-
tional partnership, from its pilot phase in Chiapas, Mexico to the development
and implementation of Starbucks’ own code of conduct for coffee purchasing in
Mexico, Nicaragua, and Costa Rica. Their near-decade-long relationship allows
for a longitudinal study of the interactions and changes involved in the process
of setting and achieving standards, and of the roles of the various actors in this
process.
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Conservation International is an international NGO founded in 1987 with
the mission statement to “conserve the Earth’s living natural heritage, our global
biodiversity, and to demonstrate that human societies are able to live harmo-
niously with nature.” CI is a “social purpose” NGO that aims at societal change
by advancing and promoting environmental standards.39 CI engages in both
advocacy campaigns as well as in operations giving direct assistance to commu-
nities located in areas of importance for biodiversity. CI is one of the big three
global conservation NGOs, along with the World Wildlife Fund and The Nature
Conservancy. One of CI’s main strategies to advance its mandate is to engage in
business partnerships to foster production practices that meet conservation prin-
ciples. CI operates in more than 40 countries, mostly with national staff of the
host country.40 CI has established partnerships with several multinational com-
panies to create solutions to global environmental problems in which industry
plays a defining role. For example, besides Starbucks, CI has partnered with
other companies in diverse fields, including McDonald’s, Shell, Rio Tinto, Wal-
Mart, CEMEX, and Aveda.41

A Partnership for Ensuring Product Supply 
and Advancing Conservation

The adoption of social and environmental standards in Starbucks’
specialty coffee chain were a result of CI’s initiative as well as the company’s
response to its social and economic context. The need for a sustainable supply
chain in the coffee trade has been at the center of NGO mobilizing. Starbucks
first adopted a “sustainable supply chain management” strategy in 1995.42 For
the most part, this was a characteristic “reactive-turned-proactive” strategy,
where pressures from NGO activists lead the company to go from resistance 
and mere compliance to strategic actions.43 The first notable example of NGO
activism against Starbucks’ supply chain policies came in 1994, when the
Chicago-based, U.S./Guatemalan Labor Education Project (US/GLEP) launched 
a leaflet campaign at Starbucks’ retail outlets. Despite the small size of the NGO
and scale of the campaign, Starbucks responded in 1995 with a commitment to
establish a supplier code of conduct, designed to regulate the wages, benefits,
housing, and health and sanitation standards of its suppliers.44 Starbucks sched-
uled meetings with various cause-oriented groups, including CARE and
ANACAFE (the Guatemalan coffee producers’ association) and, in 1995, the
Starbucks’ Commitment to Do Our Part (a framework for the supplier code of con-
duct) was published, outlining short-term commitments to improve the quality
of life of their producers.45 In subsequent years, Starbucks faced additional NGO
pressure, led by Global Exchange, to begin purchasing “Fair Trade” coffee.46 As
protestors appeared in 1999 and 2000 at the Starbucks annual meetings, pick-
eted local stores, and threatened mass demonstrations, the company signed a
licensing agreement with TransFair to buy Fair Trade coffee for use in its retail
outlets.
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NGO pressure on Starbucks occurred simultaneously with a major coffee
production crisis, due to a dramatic fall in world coffee prices during 1998-2002.
This crisis increased both the threat of forest loss and the risk of unpredictable
coffee supply from the desired highland regions to support the growing specialty
market, as it led to social, economic, and environmental problems for coffee-
producing regions.47 Exploitative conditions for the poorest and most-isolated
farmers and environmentally damaging production methods often characterize
supply chains in developing countries. This was certainly the case for poor coffee
farmers struggling with “farm-gate” coffee prices that were below the cost of
production.48 Small-scale farmers in Latin America, who live in relatively iso-
lated higher-altitude areas, experienced increasing poverty because of the drop
in coffee prices. The coffee crisis pushed many small farmers into two different
survival strategies. Tens of thousands left the coffee growing regions of Mexico
and Central America, migrating to urban areas and north to the USA.49 Others
started switching to alternative agricultural activities that required more-inten-
sive land use and clearing of forest land.50

The precarious economic situation of BOP suppliers can also affect the
procurement strategies of multinationals competing in the specialty coffee mar-
ket. Specialty global retailers, such as Starbucks, rely on consistent high-altitude
coffee sources, typically found in areas rich in biodiversity and often in the
hands of small producers. A key reason behind the adoption of a sustainability
strategy was the goal of securing a long-term stable supply of quality coffee in
the context of the volatile global coffee market. As the demand for high-quality
coffee was increasing with the growth of the specialty coffee market in North
America, a decrease in high-quality supply created a challenge for the specialty
industry. In this case, ensuring stable supply of product trumps issues of corpo-
rate reputation.

While this context fostered the relationship between CI and Starbucks, 
it was Conservation International’s initiative that sparked the partnership. CI
recruited Starbucks to participate in the Conservation Coffee Project (CCP) in
southern Mexico that aimed to spread conservation practices among small-scale
producers by promoting a shift to shade-grown coffee cultivation.51 CI had iden-
tified a link between their main goal (ecological conservation) and the cultiva-
tion of coffee, which is grown in many of the “conservation hotspots” that CI
was attempting to protect.52 Research has cataloged shade-coffee plantations as
extraordinarily biodiverse in terms of original forests, plant and insect species,
and as vital sanctuary for many birds. Farmers living on the edge of the conser-
vation biospheres were hurt by the dramatic decline in coffee prices, which
exacerbated bad environmental practices including: cutting more trees, intro-
ducing livestock, polluting water sources, and resettling inside the biosphere
reserves as farmers tried desperately to earn a living.53 Shade-grown coffee cul-
tivation was the next best thing to a conversation forest and could potentially
provide farmers around the protected zone with a viable way of life that would
support rather than conflict with the conservation efforts underway in the
reserve.54
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In 1996-1997, CI’s Conservation Coffee Project began in Chiapas,
Mexico.55 It was CI’s first venture into sustainable coffee production. The project
aimed to define and promote a set of coffee management practices to conserve
biodiversity in the area adjacent to the El Triunfo Biosphere Reserve in Chiapas,
by demonstrating that farmers could gain social and economic benefits by shift-
ing to shade-grown coffee cultivation.56 The pilot project started with six cooper-
atives in the buffer zone and initial funding from the Ford Foundation and the
U.S. Agency for International Development (USAID).57 CI had identified in an
earlier program the link between conservation and the long-term livelihoods 
of the people living in “conservation hotspots.” In that program, CI promoted
cultivation of Brazil nuts in a conservation buffer zone in the Bahuaja Sonene
National Park in Peru, and it partnered with the company Aveda to create added
value for Brazil nuts.58 One of the challenges encountered included creating
incentives for farmers to switch to sustainable production methods, and develop-
ing a stable, reliable market demand for the available supply. CI applied what it
had learned in Peru to their new coffee initiative in Chiapas.

CI approached Starbucks in 1997, attempting to secure a market for cof-
fee supply grown using the best conservation practices. It hoped to create a mar-
ket-based incentive system to improve the environmental and social impacts of
sustainable coffee farming, processing, and trading. If Starbucks, as a large buyer,
would purchase their coffee supply from the Conservation Coffee Project, result-
ing in increased earnings for farmers, they would gain a stable long-term supply
of high-quality coffee while promoting the conservation of biodiversity.59 CI
eventually created Conservation Coffee Project partnerships with other major
coffee companies including Green Mountain Coffee Roasters and Frontier
Organic Coffee, in addition to Starbucks.60

In 1998, CI and Starbucks signed a Memorandum of Understanding (see
Table 1). The initial partnership’s purpose was to collaborate on the Conserva-
tion Coffee Project in Chiapas, Mexico. While CI worked to convince local pro-
ducers to adopt new production practices, Starbucks would agree to buy the CCP
coffee product. In the initial stage, Starbucks provided a $150,000 grant but did
not formally commit to purchase coffee. By 1999, Starbucks had established 
a new retail coffee brand, Organic Shade Grown Mexico for the product from 
CI’s Conservation Project. In 2000, a second memorandum was signed between
Starbucks and CI, renewing and expanding their partnership. In addition to the
project in Chiapas, the two partners would collaborate to expand new source
locations and to develop a permanent product line of Starbucks sustainable
coffee. In addition, the partners would work to develop standards and coffee-
sourcing guidelines and seek to engage other leaders in the coffee business to
articulate industry-wide practices.61 The partnership continued to expand both
in scope and scale and, in 2004, Starbucks and CI announced yet another
renewal of the alliance for three more years. In October 2003, Starbucks made 
a $2.5 million direct loan to CI for the newly launched Verde Ventures Fund to
provide loans to small producers.62
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TABLE 1. Timeline for Starbucks-Conservation International Partnership

Year Event

1994 US/GLEP leafleting campaign against Starbucks.

1995 Starbucks becomes first specialty coffee to adopt a supplier code of conduct by publishing the Framework
for a Code of Conduct.

1996 Conservation International (CI) launches Conservation Coffee pilot project in the buffer zone of El Triunfo
Biosphere Reserve, in Chiapas, Mexico. Pilot phase. Funded by Ford Foundation and others; USAID
Matching Grants Program.

1997 Conservation International approaches Starbucks to become a buyer of Conservation Coffee.

1998 Signing of the First Memorandum of Understanding between Conservation International and Starbucks
regarding the Chiapas project. USD 150,000 grant from Starbucks but with no obligation to purchase
coffee.

1999 “Organic Shade Grown Mexico” becomes the brand for Starbucks sales of CI’s Conservation Coffee
Project.

2000 Global Exchange criticizes Starbucks for not purchasing “Fair Trade” coffee.

Signing of Second Memorandum that extends partnership for 3 more years;

USD 600,000 over three years from Starbucks.

Starbucks establishes partnerships with other NGOs such as Oxfam and CEPCO in Oaxaca, Mexico.

2001 Revised version and publication of Conservation Principles for Coffee

Preferred Supplier Purchasing Program begins. First version of the Starbucks Green Coffee Purchasing
Guidelines developed in partnership with Conservation International.

2002 Preferred Supplier Program pilot phase (1st full growing season).

2003 Preferred Supplier Program pilot phase (2nd full growing season).

Signing of Third Memorandum; formal renewal of the partnership.

Conservation Colombia Project launched with Colombian Coffee Federation, Colombian Agricultural
Ministry, and Corporacion Valle de Cauca.

Other Conservation Coffees brands developed:“Decaf Shade Grown Mexico” and “Starbucks Peru.”

2004 Costa Rica Agronomy Company (aka Farmer Support Center) opens.

Preferred Supplier Program Stakeholder Feedback Session (Starbucks).

Phase II of Preferred Supplier Program/C.A.F.E. Practices is launched.

Conservation Coffee Alliance between Starbucks, USAID and CI; Memorandum signed, with 3 year
financial commitments from USAID and Starbucks; USD 1.2 million and USD1.5 million respectively.

CI’s Conservation Coffee projects in Mexico, Costa Rica and Panama.

Starbucks becomes a member with Conservation International in the U.N. Global Compact.

2005 Administration of C.A.F.E. Program moves to the Agronomy Centre in Costa Rica (aka as Farmer Support
Center).

2006 Plans to open Farmer Support Centre in Asia, apply C.A.F.E. in Asia.

Africa: work with African Wildlife Fund (AWF) to apply C.A.F.E. in Africa.



Creating New Standards by 
Working out Agreements Experimentally

A central focus of the Starbucks-CI partnership was the creation of a new
model of sustainable coffee production by setting new norms aligned with biodi-
versity conservation. Starbucks had no experience in setting environmental
standards. It had previously purchased Fair Trade coffee, but did not participate
in the process of creating the Fair Trade certification. For its part, CI had devel-
oped such standards for other products grown in ecological conservation
hotspots. CI’s standard-setting efforts were part of a broader movement among a
group of international NGOs, such as the Rainforest Alliance and World Wildlife
Fund, which had been working to develop standards for sustainable agriculture
and certification systems to stop tropical deforestation and improve ecological
sustainability.

A key aspect of the CI project in Chiapas, Mexico, was the plan to develop
a set of best practices for coffee production suitable for this location.63 This goal
was tied to the development of Conservation Principles for Coffee Production, pub-
lished in 2001 by a group of NGOs including Conservation International, the
Rainforest Alliance, and the Smithsonian Migratory Bird Center, with input and
endorsement from Starbucks. The Principles outline general norms and practices
that farms and processing facilities must meet to safeguard the environment in
coffee-growing regions: conservation of wildlife, soil, water, energy and ecosys-
tems, waterway protection, and ecological management of pests, disease, and
waste. As well, awareness of the poverty among the small-scale coffee producers
and the goal to improve their livelihoods contributed to the notion of a sustain-
able supply chain where current and future economic, social, and environmen-
tal needs are met for participants at all levels of the chain. The Principles are
norms intended for guiding the development of specific local environmental
standards and codes of conduct in private firms in the coffee industry and for
guiding public policy.64

Importantly, CI used the partnership to engage the company as well as
local organizations during the elaboration of these norms. While different rea-
sons motivated Starbucks and CI to address social and environmental dimen-
sions of coffee production, the Chiapas project represented a concrete activity to
work towards a common agreement. As an activist NGO, CI was trying to induce
change in the coffee industry’s operations, and it faced the challenge of convinc-
ing a private company to modify its supply practices. Starbucks became the first
company to follow the Conservation Principles.65

To develop these norms, CI also collaborated and built partnerships with
local Mexican organizations—including local universities such as El Colegio de la
Frontera Sur (ECOSUR) and Universidad Autonoma de Chiapas (UNACH), the
government agency Commission for Natural Protected Areas (CONANP), and
the Bank of Mexico (BANAMEX)66—to define and refine the practices specifi-
cally for the Chiapas context.67 CI wanted to bring together the farmers, govern-
ment institutions, and local organizations to participate in the definition and
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promotion of the best environmental management practices. This also helped 
CI gain local information on the kinds of problems that the shift to shade-grown
coffee entailed. As well, by bringing private and public organizations to work
together in providing supporting market and financial services, it could create
conditions to enable farmers to upgrade.68

The process of certifying and marketing coffee as a sustainable product is
related to an evolution commonly defined as “sustainable quality” or “specialty”
coffee, which has value-added depending on how it is produced and traded.69

It builds on an earlier version that placed a greater emphasis on the coffee bean
variety (i.e., Arabica), its geographical origin, and the quality of the roasting
process.70 Movements to raise awareness and promote “sustainable coffee”
raised the bar as to what is considered to be “good coffee.” For many, the value
of coffee comes from the social and environmental conditions under which the
bean is grown and traded through the supply chain.71 Efforts to put this concept
into practice include the rise of certifications such as Fair Trade, Organic, and
Shade Grown coffees, which are officially administered by NGOs, farmer associa-
tions, and for-profit organizations, and are also becoming embedded in global
corporate purchasing practices.

Based on the Chiapas project, Starbucks used the Conservation Principles 
for Coffee Production to develop its own company-wide coffee purchasing code. 
In November 2001, Starbucks began the pilot phase of its Preferred Supplier
Program (PSP) in collaboration with CI’s Center for Environmental Leadership
in Business (CELB). The criteria in the PSP derived directly from the Conservation
Principles and developed through the interaction between CI, other environmen-
tal NGOs, and local Mexican producers and organizations.72 Its objective was “to
enlist our current suppliers and others as partners in developing truly sustain-
able sources for the world’s best coffees.”73 Those suppliers that achieved a 60
percent performance rating were given preferential contracts and purchasing
priority.74 The company integrated into its long-term coffee procurement strat-
egy the notion of sustainability as “an economically viable model that addresses
the social and environmental needs of the participants in the coffee supply chain
from producer to consumer.”75

The two-year PSP pilot phase ended in 2003. In February of 2004, Star-
bucks held a Stakeholder Feedback Session in Seattle to hear reactions and criti-
cisms of the PSP guidelines and the next steps. Attendees included multiple
stakeholders and advocates in the sustainable coffee world (academics, interna-
tional NGOs, and a representative of one Mexican producer cooperative). Also
invited were critics of Starbucks and experts in other kinds of sustainable coffee
certifications. Workshops addressed the economic, environmental, and social
issues related to Starbucks’ Preferred Supplier Program. Interestingly, the stan-
dards were criticized for being under-developed in the social categories while
being quite rigorous in the environmental areas.76 This is no doubt a reflection
of the environmental emphasis and expertise of CI.

Importantly, some of the standards were judged inappropriate for small-
scale family-run farms and cooperatives; for example, the rules about labor

Building Value at the Top and the Bottom of the Global Supply Chain: MNC-NGO Partnerships

CALIFORNIA MANAGEMENT REVIEW VOL. 51, NO. 1 FALL 2008 CMR.BERKELEY.EDU 35



organization and wages were not easily applicable to family members. Small-
scale farmers traditionally integrate unpaid family labor. Often, young family
members do what are considered “family chores” and differ from hired external
labor. This raised the challenge, for instance, of how to create incentives for
educating the young. There were requests for using flexible criteria that could
accommodate different types of growers. Also, since small farms do not sell to
Starbucks directly, but rather through a consolidating vendor, the standards
needed to be adaptable to different supply chain configurations (such as ven-
dors, plantations, and cooperatives). Finally, stakeholders were concerned that
the incentives for upgrading to the standards were not enough to offset the cost
of compliance, and that the standards might in fact hurt or exclude smallhold-
ers.77 In particular, there is more labor input required to maintain new produc-
tion, harvest, and post-harvest techniques, as well certification costs.

Some of the concerns raised at the 2003 and 2004 stakeholder feedback
sessions were addressed when Starbucks’ Preferred Supplier Program evolved 
in 2004 into the Coffee and Farmer Equity Practices (C.A.F.E.). The C.A.F.E.
standards included four categories of evaluation that constitute scoreable 
points: Product Quality, Economic Accountability, Social Responsibility, and
Environmental Leadership (coffee growing and coffee processing).78 It is
intended for producers who are already suppliers to Starbucks. For example,
under “Economic Accountability,” suppliers are expected to demonstrate trans-
parency as to the equity and financial viability of their supply network (i.e., to
ensure that farmers are receiving an equitable share of the income). Participants
(be they cooperatives, processors, or exporters) must be able to provide paper-
work to trace the coffee and the price paid to each producer back to the farm.79

“Social Responsibility” outlines requirements for hiring, employment, and work-
ing conditions. The “Environmental Leadership” category outlines standards for
water, soil, and energy use, as well as biodiversity conservation and waste man-
agement for each respective stage of growing and processing.

In the case of small producers, the Starbucks C.A.F.E. standards required
flexibility and technical assistance to overcome the limits of the earlier Starbucks
PSP, which had attempted large-scale coverage (many regions as well as cross-
border) but had only focused on requesting supplier certification. This was in
contrast to the approach that CI had followed in Chiapas where the project that
targeted small-scale farmers included technical assistance to help them imple-
ment the standards. The PSP experience revealed that technical and financial
assistance was an essential component to support the wider adoption of C.A.F.E.
standards among small-scale suppliers.

Therefore, when the Starbucks’ Preferred Supplier Program evolved into
the Coffee and Farmer Equity Practices (C.A.F.E.) phase, it incorporated two
major developments. First, it introduced an external organization, Scientific
Certification Systems (SCS) as the coordinator of the verification process. Their
work involves the validation of the various auditors (primarily local government
agencies, farmer organizations, and NGOs). Second, it developed a smallholder
supplement, designed to adapt the standards to the specific circumstances of
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small-scale farmers and their respective supply chains. In 2006, Starbucks pur-
chased 155 million pounds of C.A.F.E.-certified coffee (representing 53 percent
of its total green coffee purchases); more than double the C.A.F.E. purchases in
the previous years.80

Starbucks’ adoption of sustainable practices for their entire supply chain
resulted largely from their long-term relationship with CI’s Conservation Coffee
projects. As important, the C.A.F.E. practices set the bar for other regions, as
both partners started new Conservation Coffee sites in Colombia, Peru, and
Costa Rica.81 As well, they influenced other companies in the coffee industry
and similar supply chain engagement initiatives developed between CI and
McDonald’s and Office Depot. While CI had experience working directly with
small producers and facilitated direct contact with them, Starbucks’ historically
did not know exactly where their coffee was coming from.82 A Starbucks
spokesperson stated: “We’re good at opening four stores a day, but that is differ-
ent from ensuring transparency in coffee farms in the Latin American highlands.
We needed help to do that.”83 Through the partnership, Starbucks began to learn
about its own supply chain, particularly the conditions of small-scale farmers at
the bottom of the pyramid that constitute the majority of its suppliers.

Achieving Standards by Actively Assisting 
the Upgrading of BOP Producers

Adopting sustainability standards (such as Conservation Coffee and
C.A.F.E.) entails many challenges for the rural poor in the coffee growing
regions of Mexico and Central America. First, due to extremely low coffee
prices, as well as lack of financial services and access to affordable credit, poorer
farmers can rarely afford to make investments in upgrading (i.e., purchasing
equipment, shifting production methods to organic farming, hiring more work-
ers, or paying higher wages).84 In general, large estates have better access to
finance and infrastructure and are more likely to find the resources to meet
increasing demands than smallholders and cooperatives. Moreover, BOP farmers
generally lack the technical assistance and extension services, which the conver-
sion to sustainable agriculture requires to improve product quality and produc-
tion efficiency.85 Furthermore, geographic isolation is a major factor limiting
small-scale farmer’s access to markets. Often there are only a few choices, and
these might not give the farmers optimal price for their coffee. The farmers liv-
ing in geographically isolated areas also tend to suffer from lack of rural infra-
structure such as good roads.86

In addition, small-scale farmers face an information gap when making
decisions about whether or not to strive for certification.87 They lack production
cost information and reliable market price data. They often cannot afford the
cost of certification or re-certification, given a bad year or two. This is exacer-
bated by the notorious lack of transparency in the coffee value chain; intermedi-
aries cut farmers off from contact with roasters. Farmers do not know where
their coffee goes, or what price is paid for it further up the chain. They send it
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off in bags to the processor, and although they can be penalized for low quality,
they are not rewarded for high-quality product. The benefits of switching to
certified sustainable production (namely, a price premium, access to a differenti-
ated market, and possibly better buyer relations) are offset by the costs (switch-
ing production methods, more inputs, possible reductions in yields, and the
initial and ongoing price of certification).88 These costs, combined with lack of
knowledge of sustainable markets, can represent a significant barrier to entry for
smallholders.

Moreover, whereas some plantations can process and market their coffee
directly to specialty buyers, small-scale farmers often sell to a cooperative or an
intermediary, given their small volumes. As these intermediaries only consoli-
date small lots and do not process, there is often a huge gap between the cooper-
atives’ marketing capacity and the demands of the global coffee buyer. Finally,
small-scale farmers who are not members of a cooperative are often shut out of
the lucrative certified markets because of their inability to provide the large and
predictable volumes that global buyers require. Thus, those at the bottom of the
pyramid who are not organized into cooperatives or other kinds of networks
find themselves cut off from these upgrading possibilities.

Looking at the CI-Starbucks partnership experience in Chiapas reveals
that a major focus of their efforts addressed the above challenges that BOP pro-
ducers confront in the complex adoption and implementation of sustainability
standards. From the beginning, activities aimed at assisting producers have been
at the center of the CI-Starbucks partnership’s various phases. The main inno-
vations of the Chiapas project included: a focus on small producer upgrading;
generating support from private and public organizations to facilitate such
upgrading; and facilitating the emergence of local financial and technical assis-
tance services that could assist the implementation of the new norms relying on
local providers.

The Chiapas project offered technical assistance for growing and quality
improvement techniques, and organizational assistance to cooperatives to help
them market their coffee more effectively and efficiently. CI provided technical
assistance for farmers to adopt the agroforestry conservation best practice, and it
acted as a broker between the co-ops and buyers in order to secure a market for
the coffee and provide the all-important economic incentive to farmers. Star-
bucks had a role in technical assistance for quality control in the Conservation
Coffee Project while CI’s team visited every farm and monitored progress.89 Cre-
ating local services by offering training courses to local technicians and produc-
ers on quality control, organic farming methods, tree planting, pulping, and
business management was another activity conducted through the partnership.
CI also operated a training center and nursery to provide coffee plants and
organic fertilizer, which it sold at reduced prices. CI along with local Mexican
organizations provided farmers with technical assistance to improve agricultural
techniques, thereby increasing crop yields and reducing reliance on fertilizers
and pesticides. In later phases, Starbucks directly supported the provision of
technical assistance to farmers both for quality and environmental upgrades.
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In order to help small producers meet the new C.A.F.E. standards, in Jan-
uary 2004, Starbucks opened the Costa Rica Agronomy Company (aka Farmer
Support Center), who are experts in soil management and field-crop production,
and established Scientific Certification Systems as the administrator of the ver-
ification process.90 Starbucks employees, through the Center, administer the
C.A.F.E. Program and work directly with farmers in Mexico and Central Amer-
ica, providing services to them. The Center’s purpose is to “help build long-term
and strategic relationships with those who share our commitment to the sustain-
able production of high-quality coffee.”91 Although the Center is clearly a key
sourcing strategy for Starbucks’ supply needs, it also has a strong mandate to
work on sustainability issues with farmers and local governments and oversee
social programs. As such, the Center administers the entire C.A.F.E. program 
and is a resource for technical assistance to farmers.92 The establishment of the
Farmer Support Center represents yet another example of an active assistance
approach in the process of achieving sustainability in the coffee supply chain.

As important, providing financial assistance through affordable credit to
farmers has been central for upgrading. The Mexican government, international
donors and Starbucks provide financial support and backing to several micro-
credit organizations, including EcoLogic Finance (now called Root Capital) and
Verde Ventures. These non-profit financial organizations provide small loans to
farmers to supplement their income between coffee harvests. In addition to pro-
viding income stability, these loans are often used by the farmers to purchase
capital equipment or make other investments in the farm to improve quality 
and comply with environmental standards. Quality upgrades lead to better cof-
fee prices from Starbucks, and environmental upgrades can lead to certification
price premiums or advantages under the C.A.F.E. program. Supporting afford-
able credit programs is a key part of the implementation of Starbucks’ sustain-
ability goals in general and C.A.F.E. practices in particular. Cooperatives that
commit to purchasing agreements with final buyers such as Starbucks and Green
Mountain Coffee Roasters, have access to Verde Ventures and Root Capital funds
for the coming production cycle or to make longer-term investments in capital
equipment and sustainable farming techniques.93

The achievements of the Chiapas project can be expressed in many ways.
For CI, success was mainly measured by the extent to which farmers adopted
conservation practices, as well as the effect that the change in farming practices
had on the local ecosystem. In addition, it was able to build norms for the coffee
industry that were adopted by large multinational buyers. For Starbucks, the
project was successful in developing a new product and securing raw material
supply from desired highland regions. More importantly, Starbucks and CI
learned how to develop and implement sustainable cultivation practices and
work with BOP farmers, which is critical to expanding the standards to Star-
bucks’ entire coffee supply chain. For the small farmers, success included an
increase in their income as well as an improvement in their natural assets as a
result of improved farming practices. A socio-economic study indicates the adop-
tion of Conservation Coffee standards had beneficial impact on the livelihoods of
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small-scale producers.94 Compared to groups of non-participants in the Conser-
vation Coffee Project, the participants benefited from higher productivity, prof-
itability, and price received for coffee. For example, those adopting sustainability
standards earned 20 percent more per hectare; nine out of ten families were able
to make improvements to their homes; 72 percent reported being able to con-
sume meat more than once every 10 days, compared to only 50 percent for non-
participants.95 Other studies indicate similar positive results when farmers adopt
sustainability standards such as Fair Trade, as they improve access to financial
and technical resources and diversification of local economic opportunities.96

Six Lessons from the Starbucks-CI Partnership Case

Based on this case, we offer the following lessons to managers engaged in
fostering new sustainability standards in supply chains in developing countries.

Lesson 1: Social and environmental standard setting and implementa-
tion in global supply chains requires more focus on processes, not just
outcomes.

While the move towards corporate social and environmental responsi-
bility has emphasized certification compliance and independent auditing, the
processes for defining and implementing new sustainability standards are crucial
aspects that need special attention. One of the challenges is developing an agree-
ment that will move companies and suppliers to actually adopt the standards.
Critics note that standard setting often does not include the different groups
most affected by the proposed norms. As important, another challenge is how to
create the support infrastructure that will enable suppliers, particularly in poor
developing countries, to make the required changes to upgrade their social and
environmental practices.

As supply chains in diverse industries as garment, footwear, agri-food,
and forest products adopt sustainable practices to differentiate their products and
address demands for traceability, the Starbucks and Conservation International
case indicates that much can be gained from defining standards based on
grounded experiments in developing countries to discover what works in prac-
tice given the starting conditions of the suppliers that require upgrading. Supply
chain standards are defined through an interaction between global goals and
knowledge with better information on the local reality. The standards are then
built upwards. This is different from standard making that is imposed from the
top, or that focuses on immediate outcomes based on advanced country condi-
tions. Using field tests to develop standards allows for modification based on
local information, and for a design that is adapted to local circumstances.

Focusing on process, companies in agriculture and manufacturing activi-
ties can direct their attention to how new sustainability standards affect different
types of business organizations engaged in various points along the value chain,
and especially they can identify those located in developing countries where
small firms and smallholders have an important presence.
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Lesson 2: Engage in partnerships with NGOs and local public and
private organizations to design standards and define implementation
strategies that address the specific conditions and challenges that
developing country small-scale suppliers (small farmers, enterprises) face.

The standard-setting process must have involvement of BOP suppliers
and local communities in the dialogue to generate the standards. When a multi-
national company adopts a code, it is the suppliers that assume the costs of the
changes. Supply chain standards for sustainable production should evolve from 
a discussion that includes not only international NGOs and multinationals, but
also local producers and organizations (government and non-governmental).
The issue of who participates in creating standards is central; the process has 
to ensure access, representation, and involvement of those at the bottom of the
pyramid who are often at the center of the targeted activities.

The CI-Starbucks experience suggests that developing norms in conjunc-
tion with locals generates relevant information on the kinds of problems that
must be addressed to successfully shift to the desired environmental and social
practices. Starbucks’ supply chain standards were deemed inadequate for the
specific conditions of small-scale producers, and therefore the company adapted
them to make them appropriate for the smallholders’ reality.

There is growing awareness that small-scale enterprises face specific chal-
lenges and have a large presence in manufacturing supply chains in garment,
footwear, furniture, and toys. New supply chain labor codes have often been
enforced in large factories in the formal sector, which then outsource to smaller
suppliers, typically poorer ones operating under marginal working conditions.
Termination of supplier contracts and enforcement of codes for large factories
contribute little to bring social and environmental improvements for the kinds 
of conditions found in these smaller informal shops. Manufacturing supply
chains can gain by approaching standard setting and implementation in a way
that appropriately addresses the specific conditions of bottom of the pyramid
suppliers. More partnerships with local governments and NGOs could help to
develop effective sustainability initiatives in this segment to achieve positive
social impacts while reinforcing the company’s competitiveness.

Global standards must have flexibility in their design to include the wide
variety of conditions and starting points of local developing country producers.
Companies can draw on the International Social and Environmental Accredita-
tion and Labeling (ISEAL) Alliance, which has developed a Code of Good Prac-
tice that sets out procedures constituting best practice for setting social and
environmental standards, including an approach that ensures participation of all
affected parties. International standard-setting organizations are also developing
norms that address the reality of small producers in developing economies. In
response to concerns of negative social impacts, the United Nations Food and
Agriculture Organization (FAO) in conjunction with the World Trade Organiza-
tion (WTO) is engaged in ongoing discussions on how the Codex Alimentarus (the
global norm of reference for consumer protection and safety of industrial and
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agricultural products) can better address the reality of small firms and
smallholders.

Lesson 3: Provide incentives for upgrading to persuade developing
country suppliers to adopt new standards and to upgrade socially and
environmentally.

Upgrading requires that suppliers change their existing production prac-
tices. They must invest time and resources to acquire new skills and to improve
infrastructure. These are often not readily available. In developing countries,
government programs, if any exist, may not reach small producers. Needed
investments are often beyond their reach. In other cases, when suppliers have
complied with new standards, they do not find markets for their products.
Uncertainty regarding the benefits of upgrading can become a problem.

The CI-Starbucks experience demonstrates that upgrading has to have
value for small farmers to engage in the adoption of new standards. The conven-
tional way of providing a price-premium is one strategy to reward those meeting
the norm. However, the CI-Starbucks experience highlights that assured market
from large buyers is even more valued by suppliers. Commitment to purchasing
and longer-term contracts reduces uncertainty for suppliers and increases the
value attached to upgrading.

Ideally, a private company creates a premium market segment for a sus-
tainable product that in turn creates incentives so the suppliers can make a liv-
ing while assuming the risks and costs associated with the required changes.
Longer-term contracts have been successfully used in a wide variety of agri-food
chains (dairy, cocoa, tea) to give smallholders security to engage in the needed
investments for upgrading.

Lesson 4: Provide active assistance from companies, NGOs, and
government to suppliers from developing countries to create supporting
conditions for making the necessary changes and investments. Support
includes both financial and technical resources.

NGOs and companies have mostly focused on monitoring compliance to
social and environmental standards, and a typical response is to cease relations
with those suppliers that do not meet the new requirements. This approach has
the unintended consequence of excluding from the supply chain the small-scale
and poorer suppliers unable to pay for necessary investments in new techniques,
skills, and infrastructure to quickly meet the certification requirements. Larger
firms have better infrastructure and access to financing and are therefore more
likely to meet the stringent standards.

The CI-Starbucks case demonstrates that active assistance for suppliers
accompanies the efforts to implement and achieve the adoption of the sustain-
ability standards, particularly in the initial stages. An important aspect of the
partnership was the joint action to assist producers upgrading by addressing the
multiple challenges to meet them: financial limitations, scarcity of new informa-
tion, limited technical, managerial and administrative capabilities, and labor
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requirements. These activities are very different from lobbying for and monitor-
ing compliance with standards, which have typically been the target of actions
aimed at increasing corporate social responsibility.

Partnerships between companies, NGOs, and governments can focus on
improving the ability of developing country suppliers to meet sustainable pro-
duction standards. These partnerships should provide financial resources (in 
the form of affordable credit) and technical support (to enable BOP producers 
to make the necessary adjustments to meet them). The NGO provides its skills 
in building local networks with the farmers, cooperatives, and other local orga-
nizations and in training for extension service providers, as well as expertise on
biodiversity conservation. The MNC provides financial (affordable credit) and
technical assistance. The government can design policy and programs for com-
plementary investments and for developing local capacity in the provision of 
key services that may be unavailable in the developing country.

Lesson 5: Sustainability standards can benefit developing countries 
when they facilitate the inclusion of small-scale producers through active
assistance to support the upgrading process, as well as through the
participation of local organizations and local suppliers in the standard-
setting stage.

The Starbucks-CI experience indicates that developing country producers
can potentially benefit from standards that seek social and environmental im-
provements, but this is dependent on how they are developed and implemented
through a locally grounded process, based on concrete field experiments and on
an incremental upgrading approach.

A crucial condition for BOP producers’ inclusion in agricultural and
manufacturing global supply networks, instead of exclusion, is to focus more
attention on building partnerships to actively support the implementation of
standards in ways that enable those suppliers at the bottom of the pyramid to
improve social and environmental practices based on their starting point and
local conditions. This requires that NGOs go beyond lobbying for codes and
monitoring company compliance, and that companies go beyond simple adop-
tion and enforcement of codes of conduct in the supply chain and move towards
the active implementation approach by directly assisting and investing in the
upgrading of BOP producers. It also requires involvement of local organizations
and government agencies to create domestic capacity and complementary public
policies.

Such active assistance in the context of value chain activities can bring
socio-economic improvements among poorer groups, expanding local develop-
ment opportunities while increasing competitive advantage to businesses at the
top and the bottom of the global chain.
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Lesson 6: Increasing business impact on poverty alleviation in developing
countries requires viewing the bottom of the pyramid as producers.

Creating supporting conditions for the inclusion of those at the bottom of
the pyramid in global supply chains offers another example of how companies
can help alleviate poverty in developing countries. One strategy to do this is to
build the capabilities of the poorer producers to meet the new quality and sus-
tainability norms so they improve their competitiveness as suppliers. When
companies identify the presence of small-scale producers in their supply chain,
they have an opportunity to produce positive social impact in a market world
that increasingly demands traceability, sustainability, and safety. By orienting
resources and actions aimed at fostering upgrading and inclusion of BOP farmers
and firms, partnerships and standards can act as conduits for social and
economic development while ensuring key supply sources.

Conclusion

While the case discussed here focuses on the specialty coffee chain, the
lessons apply to similar agro-industrial chains (milk, tea, cocoa, horticulture), 
as well as to manufacturing (garment, footwear, furniture, toys), and to current
efforts to upgrade other types of standards in developing countries, especially
consumer safety. Companies in diverse industries face increasing demand for
supply chain transparency, traceability, and corporate responsibility. Their suc-
cess will depend on how they interact with suppliers from developing countries,
including the poorer and smaller ones. Numerous companies operating in the
developing world have seen their reputations tarnished and their competitive-
ness reduced when they implemented CSR or sustainability codes with a short-
term outcome approach that overlooked their supply chain linkages with BOP
suppliers. Studies indicate that certification programs in diverse industries such
as forestry, garment, footwear, and experiences with certified Fair Trade are
addressing the challenge of designing and implementing systems that improve
the ability of small-scale and impoverished producers to upgrade.97

In contrast to earlier work that focused on NGO lobbying, the adoption 
of corporate codes of conduct, and compliance monitoring, this study highlights
the process of defining and implementing sustainability standards among devel-
oping country suppliers at the bottom of the pyramid. The analysis identifies the
conditions that facilitate inclusion of small-scale suppliers in global supply chains
in the face of new global social and environmental norms. When MNC-NGO
partnerships proactively support these suppliers so that they are able to adopt
and participate in their elaboration, the standards are localized and therefore
succeed at sparking and achieving social and environmental upgrading.

Equally important, upgrading small-scale and impoverished enterprises
can be a central aspect of international business strategies that aim to link busi-
ness activity with poverty alleviation goals. Our approach advances ideas in the
business strategy literature related to the bottom of the pyramid as well as to
corporate social responsibility. First, a BOP business strategy needs to target
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poorer groups in developing countries who interact with multinationals in their
role as producers, not as customers. Bringing together sustainability standards
with support to upgrade small-scale suppliers provides a concrete way to com-
bine business activity and poverty reduction in developing economies. Secondly,
companies can pursue opportunities that exist in their value chain to benefit
society and their business. The strategic CSR approach has proposed the idea that
the most-effective way to promote corporate social responsibility is to identify
social issues that are intricately connected with a company’s operations, rather
than addressing social issues generically.98 The active assistance approach presented
in this article specifically advances one way to pursue strategic CSR in value
chains that have linkages with small-scale suppliers in developing countries.
Multinational companies can make meaningful social impact and strengthen
their competitiveness by taking actions that support the ability of developing
country suppliers at the bottom of their value chain to improve their competi-
tive, social and environmental performance. Active assistance to poorer produc-
ers from developing economies advances sustainability goals in global supply
chains while fostering positive social impacts that reduce poverty in the develop-
ing world.
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