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Abstract

This paper examines a recent and very specific development in the field of
corporate governance. The regulation of “corporate social responsibility,” that
is corporate compliance with society’s expectations in regard to issues like
working conditions and environmental impact has shifted from government
agencies to civil society organizations, more specifically NGO’s or Non
Governmental Organizations. This means that standards are more often
negotiated and the subject of voluntary agreements. Since corporations enter
into these agreements on a voluntary basis, the enforcement of these
arrangements must be at least partially carried out through internal corporate
mechanisms. We examine these issues using the example of the banana

industry.

KEYWORDS: Banana Industry, Corporate Social Responsibility, Labelling,
NGOs.



Introduction

For more than a century the banana industry haslaleed a reputation for objectionable
working conditions, low wages, long hours, unacablg living conditions, suppression
of trade unions, poor prices for local producemmedge to health and environmental
devastation due pesticides, agrochemicals and romme<ultivation. The banana trade
has been surrounded by accusations of bribery Hredt tegal controversies. All of these
factors have contributed to an historic distrusthef banana industry in regard to their

social, economic, ethical and moral responsibditie

Since the beginning of the twentieth century, basanave influenced South America,

Central America and the Caribbean more than angrabmmodity. The transformation

of much of the Americas into “banana republics” ha&en the rubric under which the

United States has been described as the colorfiiee cest of the hemisphere (Fonnegra,
1980; Litvin, 2003; Striffler & Moberg, 2003).

The beginnings of banana cultivation coincided vathvide succession of diplomatic,
military and economic changes and movements. Inpileeess of transforming the
tropical rain forest into mono-crop plantationspfpund ecological, demographical,
political and cultural changes took place. Alsaydraas became connected to the process
of capital formation, nation-building and labour gmation both internally and

internationally.

Due to the international character of the banankebaespecially in the retail sector, and
the extensive investment required in technologgiskics and marketing, more and more
stakeholders are participating in the banana glgpatuction chain. Because of the
importance of brands and private labels within ayveompetitive market, banana
companies are becoming more sensitive to consuropisions and concerns and more

responsive to shareholders’ demands. The compamiess respond to calls for greater



transparency, corporate governance, fair tradeivies, the protection of human rights
and sustainable environmental practices. Furtheymthe influence of secondary
stakeholders (e.g. non-governmental organisatibidJs), the media, social movement

activists, “best of” rankings, global standardse@chers and academics) is growing.

1. Banana Dossier

Bananas and plantains are perennial crops thaidepe asexually, grow quickly and can
be harvested all year round (Arias et al, 2003)néBas are cultivated in about 120
countries, primarily in the developing world, ande athe fourth most important
agricultural crop in the world after wheat, ricedazorn (Lustig, 2004). The world’s two
largest producers of bananas, India and Brazilwdgrsananas mainly for their domestic
consumption and have so far had only limited ineakent in international trade
(Ransom, 2002). Together with China, their rapidiyreasing domestic production may

soon lead them to become net exporters.

The entire banana industry has been negativelyctaffeby global over-production in
recent years which has reduced profits and eveergtad losses. The large multinational
companies have reduced their own production andpaogiding lower wages and
benefits to their workers. Wages in Ecuador andGkatral American plantations are
roughly half the incomes of farmers in the Windwésidnds (Ransom, 2002). The non-
governmental organization English Banana Link moiotit that only the retail traders

continue to make large sums of money (Lustig, 2004)

Small-scale farms represent 85 percent of the vgohldnana production (FAOSTAT).
The main markets for bananas are the United Stieguropean Union (EU) and Japan.
The banana business is led by the “big four”: troethem “dollar companies” (Chiquita
Brands Int. [formerly United Fruit Company]; Doledd Company Inc. and Fresh Del
Monte Produce) and one Irish corporation (Fyffe$pgether these four control around
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80 percent of world banana exports. In the EU, GikagBrands has a market share of 20
percent, Fyffes 15 percent, Dole 13 percent andMzeite 9 percent.

World consumption of bananas and plantains in #réod 1998 — 2000 was an average
of 15.3 kilograms per capita. Developed countriesseame 13 kilograms per capita, and
developing countries ate 21 kilograms per capitaa@and others, 2003). The European
Union produces almost 20 percent of its total ban@msumption (in the Canary Islands
[Spain], in the French overseas departments ofiMgue and Guadeloupe, in Madeira
and the Azores [Portugal] and a small share ineJ®teece]). Eighty percent of the EU

banana consumption, however, is imported from for@a&ribbean and African colonies

and Latin American countries (Bananalink). Euregpeansumers are geographically,

culturally and economically distanced from the aband cultural space of production in

which their food originates and additionally frommetpractices of the corporations in

which their pension funds and other financial instents are invested.

The “Banana Protocol” was signed in 1975 in the EoGonvention in order to ensure
market protection for a group of 48 former EU cadsnin African, Caribbean and Pacific
(known as the ACP countries). The Convention coatepreferential trade arrangements
permitting duty-free access for a range of commeslion which the economies of the
ACP are exceptionally dependent. Some of the ssiallaribbean countries (Dominica,
Grenada, St Lucia and St Vincent) depend on baagparts to the European Union for
over half of all their export earnings and over ahéd of all employment (Da-
amas). This export trade depends on special tefrasaess to the European Union. In
general, Caribbean banana production, essentiatign fsmall family farms, cannot
compete on price with the vast plantations in Lafimerican, African and Asian
countries. The Lomé agreement has been renewedirftes (Ransom, 2002).

Following the formation of the Single European Markn 1992, the European Union
became the world’s largest market for bananas (86 percent), and the dismantling of
various countries’ preferential regimes for banamas become one of the most
controversial trade issues (Sheller, 2005). Fdoy 1993 until February 2000, twelve
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protected ACP countries which traditionally expdrteananas to the EU market gained
duty-free access to the EU market under the "BaRaotocol" of the Lomé Convention.
Protected markets for former colonies and overssagories existed in France, Greece,

Italy, Portugal, Spain and United Kingdom (Banamig)i

Since 1995, the United States has sought the emoldf the special terms of access
provided by the European Union to the ACP countf{ia-amas). Chiquita Brands,

together with the governments of Ecuador, Guatenibdaduras and Mexico, challenged
the policy in the World Trade Organisation (WTOheTWTO’s General Agreement of
Tariff and Trade (GATT) dispute mechanisms foundt tthe EU protocol contravened
GATT rules. In 1997 the WTO dispute panel found Bs tariff quota regime acted in

a discriminatory way. A WTO ruling two years latdlowed the United States (US) to

impose $191.4 million in trade sanctions againstgedds which led to the ‘banana war’.

In June 2000, the EU and 77 ACP countries signedQbtonou Agreement, which
replaced the Lomé banana protocol; however, unklisr dgreement traditional ACP
banana exporting countries continued to obtain -thety access for their bananas
(Bananalink). In 2001 the EU agreed to changemizoirt system and negotiated a unified
tariff for all exporters. On October 2004, the &uean Union announced its intention to
impose a duty of €230 per ton of bananas when ¢metrade policy enters into force in
2006. The initiative has been led by Spain, FraRwmetugal, Greece and Ireland. This
tariff level when combined with tariff preferenceganted to the ACP countries
disadvantages Latin American producers. Latin Aoaeribanana-producing countries
have argued that an increase in the tariff “woulshd about disastrous economic and
social consequences for Latin American countrie®diag national incomes and
destroying jobs throughout the region, where theaba industry is a substantial source
of income and employment” (Bianchi, 2004).

In adjudicating the Banana War, the “WTO was giitemrmost high-profile trial to date as

the Supreme Court of Globalization” (Ransom, 2@%4). This banana war has enabled
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the “fair trade” movement to shift the debate abglatbalization into a debate of the
global relations between natures, landscapes, foodies and markets (Sheller, 2005.
p.15)

2. Multi-stakeholders

CSR is defined by the European Commissionaasohcept whereby companies integrate
social and environmental concerns in their businepsrations and their interactions
with their stakeholders on a voluntary basis” (Coission of the European
Communities, 2002, p.3).

In July 2001, the European Commission publishedee® Paper, the aim of which was
to launch a wide debate on how the European Unardcpromote corporate social
responsibility at both the European and the intigwnal level. During the following six
month period, responses from a wide range of iatenal organisations, such as EU
institutions, NGOs, social partnership organisajomdividuals and other interested
stakeholders, were submitted to the European CosmnisA year later, in July 2002, the
European Commission on CSR drew up and proposedwastrategy, based on the
responses to the Green Paper, designed to enhhacewolvement of business in
sustainable development. It also proposed thélkstaenent of a CSR Multi-stakeholder
Forum focusing on the discussion of CSR in Eurdpe first CSR Multi-stakeholder
Forum took place in October 2002, and brought togetenterprises with other
stakeholders including NGOs, trade unions, invaestord consumers. The aim of the
Forum was to promote innovation, convergence aasfrarency in existing corporate
social responsibility (CSR) practices and toolshsas codes of conduct, labels, reports
and management instruments; and four specific teemsge proposed: (1) improvement
of CSR knowledge and facilitation of exchange openence and good practice; (2)
fostering the concept of CSR among small and medized enterprise (SMESs); (3)
diversity, convergence and transparency of CSRtipescand tools; and (4) development
aspects of CSR. (InfoBASE Europe, 2002).
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For the purposes of evaluating corporate socigdaresibility stakeholders fall into three
categories; primary; secondary; and social andtutisinal stakeholders. Waddock et al
(2002) define primary stakeholders as those whareltdirect dealings with a company
such as owners, managers, employees, customerpgtitors and suppliers. Secondary
stakeholders are those with some intermediary maeh as trade unions, non-
governmental organizations (NGOSs), activists, comityubased organisations (CBOSs),
and governments. The third group are social astituional stakeholders, reflected in
the emergence of global standards, guidelines aimdiples, “best of’ rankings, and
reporting initiatives focused on alternative bottbnes.

3. Vulnerability of global brands...

The last two decades have seen an increase inuhwen and diversity of social
movements reflecting a range of different issuesli{k& Breinlinger, 1996), and at the
same time, some have argued that there has beameamonding decline in class-based
social movements and a fragmentation of identity ipost-modern society (Hall, 1992
quoted in Kelly & Breinlinger, 1996). Kelly & Brelimger (1996) state that instead of
building on the common interests of large categooie the base of class, community or
union, there is an emphasis on creating smallele stacal interest groups reflecting
particular needs and identities. An individual niiyong to several different groups each
meeting different and specific needs. This sdcamentation along with the increasing
ability of both production systems and sales efftottarget niche markets has opened up
opportunities both to corporations to target theanding to social concerns and activists
to target brands to pressure for change. Curretitey,all-observing digital world gives
incentive to companies to behave well since argnrtdrwebsites and e-mail campaigns
can have dramatic impact within a few days (Barwi@03). Global brands are now
supervulnerable to “Internetworked” protests arouhd world (Taylor & Scharlin,
2004).
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Widespread knowledge of impoverished workers, liggriworking conditions and
environmental damage threatens the banana’s happggetmmage as a tasty, nutritious,
funny, sunny and sexy fruit. Consumer awareneskenfethics” of food production and
trade has been increased by cases such as thaldatemmational Tribunal on Water in
Amsterdam in 1992 which condemned Dole (Standardt REompany) for seriously
polluting the Atlantic region of Costa Rica throuiggh banana operations in the Valle de
la Estrella and legal proceedings during the peti@gh to 1990 taken by former workers
against Del Monte, Dole, Chiquita and agrochemidamss for injuries sustained from
direct exposure to ‘Nemagon’ a nematicide. Camigave been launched by various
NGOs committed to human rights, environment, sabéstelopment, aid, and “fair trade”
advocacy (Chambron, 2005).

Supermarkets have become the main outlets for firesthin many European countries
(Kasteele & Stichele, 2005). Fresh fruit and velgiemare used by supermarkets to draw
in new clients. Fresh produce provides the highesss profit margin to supermarkets,
which they mostly keep when they reduce consummeprthrough pressuring their
suppliers (Oxfam, 2004 quoted in Kasteele & Stieh€l005). On the other hand,
European retailers have increased demands foriffedit bananas, responding to the
shift in consumer preference towards “eco-and-pefpndly” and “guilt-free” products
(Chambron, 2005). Big supermarkets and retailave hthe capacity to offer a diversified
range of categories to “ethically demanding” constsnsuch as: “organic bananas”,
“environmentally-friendly” and “fair traded”. Itds become possible to pursue a higher
priced strategy in conjunction with selling soaald environmental responsibility and a

consequently guilt-free product.

The Economist supplement “The Good Company — A Surgf Corporate Social
Responsibility” published on 22 January 2005 shbwe charities, non-governmental
organizations and other civil society groups haamed a place on the corporate agenda.
By embarrassing those companies that offend theciptes of CSR and mobilizing the

press against them, charities, non-governmentahnizgtions and other civil society
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groups have pushed the creation of the CSR industrywhich auditing agencies,
certification bodies, consultancy firms and adwsoompanies together with charities,

non-governmental organizations and other civil siycgroups are the main players.

Clive Crook (2005), deputy editor of The Economéstd author of the report states that
“From an ethical point of view, a lot of corporaecial responsibility is really just good
management. Anything that advances the intereatafmpany, the company should be
doing anyway. There shouldn't be any applause exialpcredit for this.” (Crook, 2005).
Nevertheless, social responsibility has been arceersial topic in the management
literature (Gray and Smeltzer, 1989). One of mastid criticisms has been that put
forward by Milton Friedman. In a now famous quaat Friedman (1970) opined that
“one and only one social responsibility of businfskto increase profits so long as it
stays within the rules of the game, which is to, gagages in open and free competition
without deception or fraud.". Friedman (1970) babkeési contention on economic and
legal arguments. From the economic perspectiveadserted that if managers spend
corporate funds on projects not intended to maxerpiofits, the efficiency of the market
mechanism will be undermined, and resources wilinigallocated within economy. On
the legal side, Friedman (1970) contended thatusscaanagers are legal agents of the
stockholders (the owners), their sole duty is toxim&e the financial return to the
stockholders. Hence, if managers spend corporatdsfdior social purposes, they are
essentially stealing from the stockholders. Friedreaggested that if the stockholders
want money spent on social causes they are fredotgo as individuals using their
dividends.

Friedman’s argument, however ignores the fact blegyond any philanthropic intention,
social and environmental issues are becoming pardrporate risk analysis and part of
corporate efforts to match societal expectationth whe provision of commodities and
services. Without these efforts their brand rappah may be negatively affected. Even
though brands clearly belong in the “intangible’sets of an organisation, they are

estimated globally to account for approximately -timed of all corporate valuation
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(Clifton, 2003). The owners of brands increasinglgeive commissioned reports of the
company’s behaviour produced by consultancy andysisabodies and agencies.
Additionally, owners of brands gather accounts frowil society observers who from
different angles, backgrounds and interests regmoripanies’ behaviour in a broad range
of bottom lines. Most multinational corporationsvlaa portfolio of CSR publications
including CSR annual reports and newsletters.

Chiquita’s assessment of its environmental, sauidl financial performance, focusing on
its banana sourcing operations in Latin Americagvsailable in Chiquita’s corporate
responsibility reports. Chiquita has recognizeat ks high standards of environmental
and social performance enhance the company’s mputand ultimately its brands.
They also recognize the benefit of acquiring ineestwho seek companies with track
records in corporate responsibility. The the conyplaas an expressed commitment to
continue to support its CSR programme and to etalways in which it might further

utilize CRS to benefit its business in a direct W@hiquita Brands International, 2004).

Fyffes report on CSR is available in its Annual Bep Its commitment is to “provide
finest quality produce, produced under the safaking conditions, following the fairest
labour practices and the minimum environmental ictip@yffes plc, 2004. p. 9). Fyffes
has addressed the social and environmental aspiatésoperations through Code of Best
Practice, Ethical Trade Initiative, and EurepGagreditation. (Fyffes plc, 2004).

In order to address and improve brand image, madtimational corporations have
created a senior executive position explicitly ¢jear with coordinating corporate social
responsibility (CSR) issues (Crook, 2005) On tharl of directors, Chiquita Brands has
a Senior Vice President of Government and Inteonati Affairs, and Corporate
Responsibility Officer. Both were former IndustrRelations managers in the Panama
division . Fyffes CSR affairs armanaged by its Company Secretary who before his
appointment as Secretary was the Managing Direxft@@orporate Affairs. In general

CSR is lead and managed by either the public oglatdepartment or senior leaders with

9/18



CSR competence connected to corporate strateggasiomally, external stakeholders
(NGOs, Community Based Organisations [CBOs], ancegunent agencies) are directly
involved. (GrangerTyler, 2005). .

4. “Voluntary commitments”: alliances and certification initiatives

In response to strong pressure from civil society aegative media coverage, many
companies have joined the call for the developnamd implementation of systems
intended to label and certify different environnmanand social practices (Chambron,
2005; Kasteele & Stichele, 2005; Lustig, 2004). or hstance, Kasteele & Stichele
(2005) describe how public awareness of environalearid health risks related to the
inappropriate use of chemicals in banana produd&drto demands that Integrated Pest
Management become a standard requirement in suttfice¢ion.

In 1992 Chiquita Brands formed an agreement withrtbn-governmental organization
Rainforest Alliance, and corporate executives, hanavorkers, local leaders and
conservation advocates began to work together ¢Fa§l Scharlin, 2004). Rainforest

Alliance developed and established with Chiquitarigis the “Better Banana Project” to
address environmental conditions such as soil ivgmnent, water quality, and rainforest
conservation as well as to enhance workers’ healthsafety on banana farms in Latin
America. This alliance eventually made a public ootment to the integration of a

corporate responsibility culture across the comnycture. In 1998 Chiquita developed
a code of conduct, built based upon core valuewdiity, respect, opportunity and

responsibility). Chiquita Brands has also signednmaportant labour agreement with the
IUF/COLSIBA federation of unions in 2001 entitledeEdom of Association, Minimum

Labour Standards and Employment in Latin Americad@& Operations (Kasteele &
Stichele, 2005).

From the point of view of the IUF, the Colsiba itw@ment was crucial. It provided the
agreement with credibility on the ground and als@mrgnteed a Review Committee
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meeting at least twice a year (Revell, 2002). éary2000 Chiquita adopted SA8000 as
the labour standard in their code of conduct (CitegBrands International, 2004). In
2001 Chiquita Brands was the first shipping compngarn certification from the ABS
for its Marine Safety, Quality and Environmental ddgement System (SQE) which the
Chiquita shipping fleet adopted in 1998 (Chiquitamis International, 2004). By 2002
Chiquita’s CSR initiatives were actively supporteyl the CEO, Mr. Cyrus Freidheim,
and also by Mr. Fernando Aguirre, president and C&gpointed in January 2004.
Chiquita uses internal social audits using expbseovers and the Social Accountability
International (SA8000) auditing team. COLSIBA (Cahoation of Latin America trade
union representing banana workers) and COVERCO (fiission for the Verification of
Codes of Conduct, based in Guatemala) were inwiteédspect the process. The IUF has
recognised that the creation of partnerships Itkesé with the Rainforest Alliance
requires leadership from and within a company, dhi leadership cannot be

underestimated.

Chiquita has received three corporate responsitalitards. On 2004 Chiquita received
the Corporate Citizen of the Americas Award fromeTFrust for the Americdsfor its
employee home-ownership project in Honduras whiavided 600 families with new
homes in 2003. Chiquita also received the CorpoCatescience Award for Innovative
Partnership from Social Accountability Internatibrfar its work with Rainforest
Alliance, and its high standards of environmentad gocial stewardship. Chiquita has
received the Award for Outstanding SustainabilitgpBrting from CERES-ACCA a
coalition of more than 80 environmental groups (f0ita Brands International, 2004)

! The Trust for the Americas is the non-profit arithe Organisation of American States.

2 The Ceres-ACCA Awards for Sustainability Reportaim to encourage better reporting on sustaingbilit
environmental and social issues by corporationsathdr organizations across North America, to rewar
best practice and to provide guidance to othetiestihat are publishing or intend to publish sinstaility,
environmental and/or social reports, and increaseountability for impacts and responsiveness to
stakeholders (Ceres-ACCA)
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These agreements and initiatives may be associdthd recovery of its stock price as
well as its financial, social and environmental utgpion after Chiquita Brand's
bankruptcy in 2001.

Dole is also in the process of introducing Sociaicduntability International labour
standards (SA8000). The SA8000 standard and vatidic system which became fully
operational in 1998 is tool developed, implementadd overseen by Social
Accountability International (SAI) an US based orngation. SA8000 aims to assure
humane workplaces based on international workplaoems set out in the ILO
conventions, the UN’s Universal Declaration of HunmRights and the Convention on
Rights of the Child. . The standard includes (1)chid labour, (2) no forced labour, (3)
health and safety provision in the work environmé#} freedom of Association and the
right to collective bargaining, (5) no discrimirati based on race, caste, origin, religion,
disability, gender, sexual orientation, union ofitpml affiliation, or age; no sexual
harassment, (6) no corporal punishment, mentahgsipal coercion or verbal abuse, (7)
regulation of working hours, (8) wages, and (9ggnating the standard into companies

management systems and practices (Social Accolittdbternational).

In 2000 Dole was awarded in the Ethical Workplaeeard from Social Accountability
International (SAI) for being the first agricultliraperation in the world to obtain
SA8000 certification for itsubsidiary in Murcia, Spain which primarily prodsdettuce,
tomatoes and citrus fruit (Dole Food Company, 20002001 Dole was ranked eleventh
in Fortune magazine’s 50 best companies for milestitand in 2003, Standard Fruit De
Honduras SA received the Certificate of Merit frothe International Labour
Organization (ILO) at the ILO’s regional confererfoe Good Labour Practices for the

Promotion of Decent Work.

Fyffes has established a Code of Best Practicegyrosb to reduce the impact of

agricultural production on the environment andriswge safe working conditions and fair

12/18



treatment for workers in compliance with internatibaccepted labour standards, with
which it requires its direct suppliers to complyffes plc, 2004).

Chiquita Brands, Dole, Fresh Del Monte and Fyffesather certified or are in process
of certification by EurepGap, whose main objeciwé¢o reinforce consumer confidence
in food safety, and these corporations are comditbesupport suppliers who comply
with EurepGap standards. EurepGAP started in 1997arm initiative of retailers
belonging to the Euro-Retailer Produce Working @Grq&EUREP). It establishes the
minimum requirements to be met by growers of famtl vegetables that supply European
retailers. EUREP evolved into a partnership of @adtural producers and their retail
customers, aiming to develop widely accepted stalsdand procedures for the global

certification of Good Agricultural Practices (GA@BurepGap).

In addition Fyffes and Chiquita are members of Htleical Trade Initiative (ETI). The
Ethical Trade Initiative is a UK government-sporegbr alliance of companies,
nongovernmental organizations and labour unionskiwwgrtogether to advance good
practice in business ethics, corporate responsilaihd human rights. It exists to promote
and improve the implementation of corporate codgwactice which cover supply chain
working conditions thus ensuring that the condsiari workers producing for the UK

market meet or exceed international labour starsd@thical Trade Initiative).

Dole, Fresh Del Monte and Chiquita have demonstraevironmental compliance
according to the 1SO14000. ISO 14000 is a seriesemfironmental management
voluntary standards developed and published by Itiiernational Organization for
Standardization (ISO), providing guidelines or aiework systematizing and improving

organisations’ environmental management efforte(irational Standard Organisation)
Overall, certification has led to some social amgi®mnmental improvements (Lustig,

2004; Chambron, 2005; Kasteele & Stichele, 2005jloFa& Scharlin, 2004; Tricks,

2005), but there is still much left to do, and free pressure on the international market
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means that the improvements made are not necgstasting (Kasteele & Stichele,
2005; Lustig, 2004). Certification initiatives hebeen criticized because, while they
give an image of having high social and environrmakstiandards, in some cases they do
not match national and international legislationai@&ti, 2005). Chambron (2005)
emphasizes the need for further involvement of gawents and unions to develop
credible monitoring and compliance procedures a$ ageguarantee a minimum price
that takes into account production costs as wellirdsrnalizing real social and

environmental costs.
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5. Wrapping up

The emergence of global marketing has created citiopearound the quality of the
product. Unfortunately, this has had more to dthwhe size, shape and appearance of
the banana than either taste or nutrition. Needz#is a rising awareness of the issue of
the ethical ‘quality’ of the product may have a ifge impact in the future. From the
corporations point of view company involvement atial concerns may also lead to the
discovery of profitable market opportunities, andbiicized social expenditure and
activities tend to improve a firm's public imagethalugh it is difficult to measure
economic benefits. Certainly these activities faably project the firm’s name before

the public and may thereby improve its long-terrovgh potential.
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