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ABSTRACT

The sustainable development agenda has long been linked with social justice, income equality,
and workers’ rights. This article argues that voluntary sustainability standards-setting
organizations (VSSSOs) can contribute to these goals by requiring employers to pay living wages
and actively support collective bargaining. Examining the content of 25 voluntary sustainability
standards (VSS) set by 16 systematically selected VSSSOs, this study finds that only 32% of VSS
mandate a living wage, and only 16% rigorously support collective bargaining. It argues that
supporting national minimum wages is helpful but not sufficient, examines sources of downward
pressure on VSS, identifies potential explanations for variation among standards, and briefly
describes a new initiative promoting living wage standards. While VSS are not a silver bullet
for sustainable development or wage equity, VSSSOs are overlooking a significant opportunity
to be a transformative part of a broader solution. Copyright © 2017 John Wiley & Sons, Ltd
and ERP Environment
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Introduction

HE SUSTAINABLE DEVELOPMENT AGENDA HAS LONG BEEN LINKED WITH SOCIAL JUSTICE, INCOME EQUALITY AND WORKERS' RIGHTS.
Over the past two decades, voluntary standards and certification programs have become increasingly
common Interventions for achieving sustainability goals. However, little attention has been paid to whether
and how voluntary sustainability standards (VSSs) engage with the goal of improving workers’ lives. This
article aims to begin filling this gap. It identifies the ways in which VSSs could positively affect workers’ incomes,
and evaluates whether voluntary sustainability standard-setting organizations (VSSSOs) — the organizations that
create standards and direct the processes of auditing and certification” — are leveraging or overlooking those
opportunities. While VSSs are not a silver bullet for wage equality, or social justice more generally, this article

'On this term, see Bennett (2016). These organizations are also referred to as ‘non-state certification systems’ (Bartley, 2007), ‘competitive
supragovernmental regulation’ (Meidinger, 2011), ‘voluntary sustainability initiatives’ (Potts et al., 2014) and ‘multi-stakeholder initiatives’
(Cheyns and Riisgaard, 2014).
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argues that they can be part of a broader solution. Unfortunately, this study finds that few VSSSOs fully leverage
their opportunities to improve workers’ incomes.

The article is organized as follows. First, it explores the linkages between sustainable development, wage equity
and voluntary standards. It argues that VSSSOs can play a role in addressing wage inequality by mandating living
wages and rigorously supporting collective bargaining in their standards. To answer the question of whether
VSSSOs are seizing or overlooking this opportunity, the article then examines the standards of 16 systematically
selected VSSSOs. It finds that VSSSOs typically simply aim to enforce national minimum wages and International
Labor Organization (ILO) standards, but rarely support living wages and actively bolstering collective bargaining.
The analysis also reveals that VSSSOs that set multiple standards are inconsistent in their treatment of wage
provisions across these standards. The article concludes with a discussion of the sources of downward pressure
on VSS wage standards, potential explanations for variation among VSSSOs’ standards, suggestions for future
research and a brief description of a new initiative that aims to leverage voluntary standards to address income
inequality. The principal argument is that many VSSSOs have overlooked the opportunity to improve workers’
incomes, despite the fact that equity and social justice are central to their sustainable development goals.

Literature

Sustainability and Income Inequality

VSSSOs are non-state, multi-stakeholder organizations that set standards, accredit auditors and market certified
products in order to bolster sustainable development. Examples include Fairtrade International, the Forest
Stewardship Council and the Roundtable for Sustainable Palm Oil. Since their inception in the late 1980s, VSSSOs
have rapidly proliferated and gained market recognition. In 2012 alone, the production of sustainability-certified
commodities grew by 41%, in contrast with a 2% increase in their conventional (non-certified) counterparts (Potts
et al., 2014, p. 8). VSSSOs’ origins, missions and governance structures are quite diverse. For example, fair trade
certifications are typically established for the explicit purpose of improving conditions for the poor (Taylor et al.,
2005), while others are not. Yet, they share in common a commitment to sustainability and sustainable
development (Bennett, 2017).”

The sustainable development discourse explicitly asserts that issues of equality, fairness, social justice and
income equity fall within the sustainability agenda (Springett and Foster 2005; Vermeulen and Seuring, 2009, p.
269; Shrivastava et al., 2013, p. 231).3 As the 2011 UNDP Human Development Report (titled Sustainability and
Equity) argued, ‘sustainability is not exclusively or even primarily an environmental issue’, but instead one that is
‘inextricably linked to basic questions of equity — that is, of fairness and social justice and of greater access to a better
quality of life’ (UNDP, 2011, p. iv). For this reason, the 2015 United Nations Sustainable Development Goals for
2030 include ‘reducing inequality within and among countries’. There is widespread consensus that social justice
and environmental aspects of sustainability are inextricably and intimately connected, and possibly interdependent
or mutually reinforcing (Boyce, 1994; Gladwin et al., 1995; Magnani, 2000; Wilkinson and Pickett, 2009; Jorgenson
et al., 2015), even if policies addressing them at times may face tradeoffs (Scruggs, 1998; see Berthe and Elie, 2015).
Although there are many dimensions of inequality — gender, race and ethnicity, to name a few — many sustainable
development metrics focus on income equality as an indicator of progress (e.g. Hicks, 1997; Clarke and Islam,
20006, pp. 227-228; Schoenaker et al., 2015, p. 293).

*On diversity and convergence in ethical and fair trade initiatives, see Smith and Barrientos (2005).

3The term ‘sustainable development’ emerged in the 1970s (Springett and Redclift, 2015) and was advanced and promoted in the 1980s (Cole,
1999, p. 90). It gained traction at the 1992 Earth Summit, where ‘Agenda 21’ obliged participating countries to create a National Sustainable
Development Strategy and monitor progress via Sustainable Development Indicators (SDIs) (Schoenaker et al., 2015, p. 286). Many scholars
argue against the pursuit of a singular definition, which is inherently a product and propagator of power and political process (e.g. Springett
and Redclift, 2015, pp. 18—20), instead promoting the idea of a sustainable development discourse that is shaped by a shared set of assumptions
and capabilities and equipped to expose and critique issues of power and politics (see also Jacobs, 1991, 1999; Dryzek, 2000; Luke, 2013,

pp- 83-85).
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Income inequality refers to an uneven distribution of earnings from capital, labor, assets, transfers or other
sources. Not only is this a problem in and of itself,* but it also exacerbates other issues within sustainable
development (see, e.g.,, UNDP, 2010, p. 86). For example, income inequality is linked with increased
consumption of status-oriented goods and fossil fuels (Schor, 1998), erosion of social trust and inhibition of
collective action around environmental issues (Ostrom, 2008; Wilkinson and Pickett, 2009; Cushing et al.,
2015), and slowing the diffusion of environmentally friendly consumer products (Vona and Patriarca, 2011).
Today, two of the forces perpetuating global income inequality are increasing wage differentials and increasing
returns to capital, relative to labor (Piketty, 2014, esp. Chapter 6; Karabarbounis and Neiman, 2014). In other
words, low-income earners’ wages are growing more slowly than high-income earners’ (Goldberg and Pavcnik,
2007, 71); and those earning income primarily from wages (i.e. the less wealthy) are experiencing slower income
growth than those with capital gains (i.e. the more wealthy) (Milanovic, 2016, p. 69). Thus, improving wages,
especially for low-wage earners with little wealth, is key to improving income equality both globally and within
individual countries.

Voluntary Sustainability Standards and Workers’ Wages

VSSs can promote sustainable development by improving the incomes of the workers who produce their certified
products. Wages are a significant source of household income, around 70-80% in developed countries and
30-60% in developing and emerging economy countries (ILO, 2014, pp. 35, 40). Massive wage differentials are a
key contributor of income inequality (see, e.g., Goldberg and Pavcnik, 2007, 71; Piketty, 2014, Chapter 9; Keifman
and Maurizio, 2014, pp. 268-270; Drennan, 2015, pp. 9—13), and in some contexts may be the ‘single most
important driver’ of income inequality (ILO, 2014, p. 20). The differential between wages for unskilled and skilled
labor, in particular, is increasing (Goldberg and Pavcnik, 2007; Atkinson, 2016). Exacerbating this trend, in some
countries, the minimum wage for workers in the agri-food export sector has been decreased to make exports more
competitive in the global market (Schuster and Maertens, 20106, 2394). One way to improve income equality is to
raise wages for lower-income earners, who typically have fewer skills and less education (Goldberg and Pavcnik,
2007). In the emerging and developing economies where income inequality has actually declined in recent decades,
an increase in minimum wages was a key factor (see, e.g., Keifman and Maurizio, 2012; Cornia, 2014).5
Accordingly, the United Nations Sustainable Development Goals (SDGs), established in 2015, include protecting
wages, supporting labor rights, and raising incomes for the bottom 40% of the global population as key strategies
for reducing income inequality both within and among countries by 2030 (UN, 2015, Goals 8, 10).

How can VSSSOs improve wages for workers who produce certified products? VSSSOs have already developed
the capacity to set standards for farmers and workers, accredit auditors to verify adherence to standards and certify
compliant entities (Bazillier, 2008; Schuster and Maertens, 2016). They typically work in less developed countries
(Potts et al., 2014, p. 93) and in sectors that typically pay low wages, such as light manufacturing, agri-food and
extraction (see Mahutga, 2006). VSSSOs are also intimately familiar with the nuances of complex international
supply chain management and have built relationships with importers, exporters, traders, retailers, transporters,
processors and producers. This unique bureaucratic infrastructure and specific operational expertise distinguishes
them from typical development NGOs or foreign aid programs, which may share the goal of improving wages but
lack the operational infrastructure or sector-specific expertise and relationships to do so. VSSSOs also have some

“Income inequality is not natural or inevitable, but rather a consequence of social, political and economic forces (Piketty, 2014; Bourgignon,
2016). Since the 1980s, within-country income inequality has become worse (Milanovic, 2010; Clark, 2011), increasing in more than twice as
many countries as it has decreased (UNDP, 2010, pp. 6, 19). In China, the most populated country in the world, inequality (as indicated by
the Gini coefficient) grew by more than 50% from 1983 to 2013 (Wang et al., 2014). In the wake of globalization, global income inequality has
received increased attention (Milanovic, 2010, 149-151; Anand and Segal, 2015, p. 973; on approaches to measuring global income inequality
see Clark, 2011, p. 566). Despite serious data limitations (see Galbraith, 2012, Chapter 2), researchers generally agree that global income
distribution is less equal than within any single country, with a Gini coefficient of around o.80 or, if incomes are adjusted for lower prices in some
countries, around o.70 (Milanovic, 2010, p. 152; Clark, 2011; Bourgignon, 2016). These estimates (of great inequality) may actually be optimistic, as
the wealthy often do not report income on tax documents, which provide data for inequality calculations (Bourgignon, 2016, p. 14). While scholars
disagree on whether global inequality has remained about the same (Milanovic, 2010, pp. 152-154), become worse (Anand and Segal, 2015, p. 975)
or slightly improved (Clark, 2011) during the most recent wave of globalization, there is consensus that global incomes are not converging at a
rapid pace, and that divergence in the long term is possible (Milanovic, 2013) or even likely (Rougoor and van Marrewijk, 2015).

>According to the ILO, the predominant cause of reduced inequality in these countries is more equitable wage distribution (2014, p. xvii).
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advantages over state policy makers, who must balance the benefits of wage increases with pressures to produce
cheap exports, attract manufacturing jobs and reduce spending on law enforcement (Stiglitz, 2003; Fridell, 2013).
As the onus to improve workplace conditions shifts away from the state (Toffel et al., 2015, p. 205), a regulatory space
is opening for non-state actors, such as VSSSOs. The VSS community can leverage existing capacities to improve
wages, and thus address income inequality in two ways: including wage outcomes in their standards and supporting
process rights for workers.

First, VSSSOs can include wage outcomes in their standards. Some types of requirement will increase wages
more than others. At a minimum, VSSs can enforce the national (legal) minimum wage or the prevailing industry
wage (the ‘going rate’ for workers in a specific occupation in a particular region or country). VSSSOs can determine
a prevailing wage by averaging payroll records, drawing on survey data or examining collective bargaining
agreements (Miller and Williams, 2009, p. 101). The prevailing wage is not necessarily greater than the national
minimum, so a more impactful standard would mandate paying the higher of the two wages. Yet, both minimum
and prevailing wages are typically far below a living wage (Miller and Williams, 2009, p. 100). Thus, more rigorous
standards would mandate paying a premium - an amount or percent over base pay — or a living wage,
‘remuneration received for a standard work week by a worker in a particular place sufficient to afford a decent
standard of living for the worker and her or his family... [including] food, water, housing, education, health care,
transport, clothing, and other essential needs including provision for unexpected events’ (ISEAL Alliance, 2013).

Second, VSSSOs can support workers in their own efforts to raise wages by including process rights, such as
freedom to associate and the right to collectively bargain, in their standards. These provisions have long been
considered critical components of tackling wage inequality (Kerrissey, 2015). The collective agreements they
produce can lift wage floors and compress wage distributions (Checchi et al., 2010, p. 101). Since the 1980s, declines
in collective bargaining have been one of the main factors contributing to rising wage inequality and an expanding
low-wage workforce (Wright and Brown, 2013, p. 21). To support process rights, VSSSOs should, at minimum,
include ILO Conventions 87 and 98, the ‘Freedom of Association and Protection of the Right to Organize’ and
the ‘Right to Organize and Collective Bargaining’ in their standards. A more rigorous standard would mandate that
employers actively educate workers about their rights, provide support and opportunities for collective action and
respect the outcomes of collective agreements. In sum, VSSSOs can contribute to bolster workers’ incomes by
mandating living wages or equivalent wage premiums and requiring employers to actively empower and incentivize
workers to bargain collectively.

The potential impact of VSSs on workers’ incomes should not be underestimated. Today, VSSSOs affect tens of
millions of workers — at the very least. The exact number of workers whose wages are directly affected by VSSs is
difficult to estimate for several reasons. Some certifications, such as Aquaculture Stewardship Council, apply
standards to farms or factories and the number of people working within those settings is unknown. Other
certifications, such as Forest Stewardship Council, publish certification statistics in hectares, not workers or number
of workplaces. Even if each VSSSO provided an estimate of the number of workers it certifies, the total of these
figures would overestimate the number of workers, as some workplaces are certified by several systems. However,
six of the 16 VSSSOs included in this study report (on their websites) how many workers they certify, and these
figures can be used to estimate a range and average (see Table 1). The average number of workers certified by these
VSSSOs is about one million. If we discard the largest and smallest, the average is about 1.2 million. Using these
averages we can estimate that roughly 16-19 million workers’ wages are regulated by the VSSSOs included in this
study. This is about a quarter of one percent of the world’s population — similar to the population of a mid-sized
country, such as The Netherlands, Chile or Malawi. And these (as described in the methods section) are just the
industry leaders — over 400 other eco labels exist (Ecolabel Index, 2016), and many major labels (such as Fairtrade
International) are reporting increases annually. While VSSs alone cannot raise workers’” wages worldwide, they
certainly have the potential to be part of the solution.

Improving Workers’ Incomes: History and Context

For most of the 20th Century, unions were the primary organizing tool through which workers advocated for better
conditions and higher wages. However, in the 1970s-1990s traditional modes of industrial organization gave way to
indirect sourcing, labor deregulation, mobile capital and globalized value chains. These shifts in the international
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VSSSO Farmers & workers
Social Accountability International (SAI)’ 2 040 582
Fairtrade International (FI)* 1 650 000
Better Cotton Initiative (BCI)3 1 500 000
Global Coffee Platform (formerly 4C)* 1 450 000
Union for Ethical Biotrade (UEBT)® 250 000
Responsible Jewellery Council (RIC)® 113 740
Total 7 004 322
Average 1 000 617
Average, multiplied by 16 VSSSOs 16 009 879
Smallest, multiplied by 16 VSSSOs 1 819 840
Largest, multiplied by 16 VSSSOs 32 649 312

Table 1. Number of individuals working under voluntary sustainability standards
"http://www.saasaccreditation.org/certfacilitieslist. htm
*http://www.fairtrade.net/fileadmin/user_upload/content/2009/resources/2015-Monitoring_and_Impact_Report_web.pdf
*http://bciannualreport.org

*http://www.globalcoffeeplatform.org/latest/2015/the-2014-annual-report-is-out
*http://ethicalbiotrade.org/dl/BSR-2016-report_FINAL.pdf

®http://www.rspo.org/about/impacts

political economy created new challenges for unions’ traditional tools of local industrial action and social contracts,
and unions experienced declines in membership and political influence (Barrientos, 2000; Riisgaard, 2009). At the
same time, the sustainability efforts and the NGO sector were gaining steam (Eade, 2004). Although unions
identified as part of the sustainability movement and had a long history of advocacy around improving workers’
wages (Springett and Foster, 2005), they were somewhat overshadowed — especially in the clothing, textile, footwear
and agrifood sectors — by two types of non-union, non-state activity: company codes of conduct and voluntary
labeling initiatives (Blowfield, 1999; Barrientos, 2000).

In the 1990s, company codes of conduct became the most common instruments for showing social and
environmental responsibility (Blowfield, 1999). While some companies consulted external experts or drew on
common models, most developed their codes unilaterally (Barrientos, 2000). The codes established principles
and criteria for company performance, and sometimes specified how they might be implemented (Blowfield,
1999). Most were not public (Blowfield, 1999), and some were so lax they did not recognize the standards developed
by the ILO (ETI, n.d.). In 1998, a group of companies, trade unions and NGOs established the Ethical Trade
Initiative to raise standards, bolster credibility and maximize codes’ impact on workers (ETI, n.d.). Companies
can become members of ETI by adopting codes of conduct that meet its base code, which include living wages
(ETI, n.d.).

Company codes of conduct have not been widely successful in delivering a living wage. In 2007, for example, ETI
suspended Levi Strauss & Co for refusing to adopt the living wage provision, an event that drew attention to the
question of whether or not other ETT members were ensuring that workers received a living wage (Miller and
Williams, 2009).° In fact, many ETI members and other companies with codes of conduct admit that ensuring that
their suppliers pay their workers ‘enough to meet basic needs and to provide some discretionary income’ (as
mandated in the base code) is little more than aspirational, and that they struggle to provide even the statutory
minimum wage (Miller and Williams, 2009, p. 100). Yet, ETI, Global Compact, the Clean Clothes Campaign and
other NGOs continue to focus their attention on codes of conduct. In 2014, for example, ETI reiterated its
expectations that members live up to the ‘living wage’ clause of the base code (ETI, 2014).”

SLevi Strauss & Co. subsequently terminated its membership (Miller and Williams, 2009).

7Companies were reminded that in becoming ETI members they agreed to support enabling conditions for payment of a living wage, establish
living wage levels through free and fair collective bargaining, seek to influence government policy that supports living wages, enable living wages
and be transparent about progress and share learned lessons to aid others in developing good practice (ETI, 2014).
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Voluntary labeling emerged, in part, to improve upon the shortcomings of company codes of conduct
(Mutersbaugh and Wilson, 2015). The question of whether and how VSSSOs include wage provisions in their
standards is difficult to answer because previous studies either limit cases to specific sector(s), focus on standards
within particular countries or regions, examine only a small number of cases or are not systematic about case
selection. Yet, the findings of these studies are similar: standards, though diverse, have converged to some extent
around minimum wage laws and ILO standards.® For example, O’Rourke (2006) found that six labor-focused
standards operating in the United States and Europe converged around ILO principles for health and safety, wages
and hours, and treatment of women (O’Rourke, 2000, pp. 9oo—9o1). Schuster and Maertens (2016) show that
seven labor-oriented standards operating in Peruvian horticulture converged upon ILO conventions but several
‘extended on these norms’ in different ways, such as moving toward living wages (p. 2396). In a white paper
examining ‘16 of the most important standards’ active in agriculture, forestry and biofuels, Potts and collaborators
(2014) found that 63% of VSSs enforce the national minimum wage (p. 77) and 29% require payment above the
minimum wage (p. 86). They also suggest that standards for labor seem to be less robust than environmental or
social provisions (p. 77). This aligns with several studies that show how VSSs focus more on safety and efficiency
than on issues of social and economic inequality, such as access to and distribution of resources (Cheyns, 2011,
2014; Nelson and Tallontire, 2014; Raynolds, 2014).° Several studies have made suggestions about the international
political economy and institutional factors that may put downward pressure on standards. These are examined in
the discussion section.

The objective of this study is to describe the standard content and identify areas of convergence or divergence
among a systematically selected group of high-profile VSSSOs that work across sectors and regions. By better
understanding how VSSSOs incorporate wage outcomes and process rights into their standards, scholars and
practitioners are better equipped to support VSSSOs in leveraging the opportunity to positively affect wage equality
and, thus, sustainable development.

Data and Methods

The objective of the empirical research was to learn whether voluntary sustainability standards include wages and
collective bargaining in their written standards and, if so, how. More specifically, it aimed to determine whether
or not VSSSOs mandate living wages and rigorously support collective bargaining, or alternatively if they ‘overlook’
the opportunity to participate in global efforts to make incomes more equal. To answer this question, this study
examines the world’s leading standard setting organizations, whose standards are most likely to be imitated by
others in the field (Reinecke et al., 2012, p. 804). To limit the study to leading VSSSOs, the first criterion for case
selection was membership in the ISEAL (International Social and Environmental Accreditation and Labelling)
Alliance. ISEAL is an independent NGO that provides guidance for international social and environmental
standards-setting organizations. It is a central actor in developing a cross-domain certification community (Bartley
and Smith, 2010, p. 369) and is widely considered a core actor in defining the field (Dingwerth and Pattberg, 2009;
Bernstein, 2011; Loconto and Fouilleux, 2014). ISEAL does not require members to include wages or collective
bargaining in their standards, and thus does not bias results. The second criterion for case selection is that all cases
included in this study set standards for globalized supply chains, in which production and consumption occur in
multiple and different regions of the world. This aims to minimize the influence of local customs and cultures
on standards content, as all cases must govern across diverse production contexts and market goods in varied
consumer regions.

8VSSSOs are not alone in focusing on minimum wages. Studies of corporate codes of conduct show similar convergence (O’Rourke, 2003;
Barrientos and Smith, 2007; Miller and Williams, 2009).

9VSSs are not alone in this trend. CSR strategies may be stronger in quality control, health, safety and environmental management than in
employee compensation and benefits (Kortelainen, 2008, p. 433) and ILO standards may be more focused on horizontal wage equity (e.g. equal
pay for equal work) instead of vertical wage equality (e.g. wage differentials between white collar and blue collar employees) (Standing, 2008).
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Case selection and data collection occurred May through August of 2016. Of the 21 ISEAL members, 16 met the
criterion of setting standards for globalized supply chains. Of those VSSSOs, three set multiple standards: the
Aquaculture Stewardship Council (ASC) certifies abalone, bivalve, fresh trout, pangasius, salmon, shrimp and
tilapia; Fairtrade International (FI) certifies hired labor, small producer organizations and textiles™ and UTZ
Certified certifies both groups and individuals. By reviewing multiple standards set by the same VSSSO, we can
learn about convergence or diversity of standards content within individual VSSSOs. In total, 25 standards (from
16 different VSSSOs) were analyzed.”

To gather data, the standards were downloaded from each VSSSO’s website and relevant sections were identified
by searching for the terms: wage, bargaining, contract, discrimination, discipline, community, development,
income, payment, salary and compensation. A cursory review of these sections was used to create two sets of codes:
one for wages and one for collective bargaining. The researcher and two assistants coded each organization’s
standard(s) and their coded data were compared (and discrepancies reviewed) to provide inter-coder reliability.
The result is a rigorously generated depiction of wage and collective bargaining requirements among the world’s
leading VSSSOs, across sectors and regions. To be clear, the results of this analysis of standards speak to whether
or not VSSSOs may intend to raise wages and bolster collective bargaining rights — not whether or not they succeed
in doing so. These descriptive data were organized to illustrate commonalities and diverse features, as presented in
two tables and described in the following section.

Findings

The wage standard findings are displayed in Table 2. Shaded borders are used to draw attention to similarities across
standards. Symbols are used to communicate the content of each standard. Of the 25 standards reviewed, 23 include
wage requirements. The two exceptions are the Marine Stewardship Council (MSC) and GoodWeave. MSC is the
only VSSSO in the study that does not include a social goal within its mission statement, and does not include
any wage outcomes in its standards. GoodWeave’s mission is to end child labor, and although it does not require
certified rug makers to abide by wage standards its standards support progress toward ‘national legal standards or
industry benchmark standards, whichever is higher’ and ‘enough to meet basic needs and to provide some
discretionary income’.

Of the 23 standards with wage requirements, eight mandate a fair, decent, living or basic needs wage, often in
addition to following the legal, prevailing wage or collective bargaining agreement (GCP, RSPO, BCI, SAI and four
of the ASC standards). Of the remaining 15 standards, eight mandate adherence to collective agreements and the
legal wage (EO, RJC, RSB, and all UTZ and FI standards); three require the prevailing wage and legal minimum
(SAN and two ASC standards); three simply require the legal wage (Bonsucro, UEBT, FSC and one ASC standard)
and one only requires the prevailing wage (FSC). Seven VSSSOs (28% of the 25 studied) require progression toward
a living wage (UTZ individual standard, all FI standards and three ASC standards). Their timelines for progress
toward a living wage vary greatly. FI's textile standard, for example, mandates incremental increases that close
the gap in no more than six years, while UTZ’s individual standard requires progression to occur ‘over a reasonable
period of time’. While progress standards (when enforced on a timeline) can have the benefit of fostering
development over time, they also risk participants entering while standards are low, gaining reputational rewards
and exiting before meeting more rigorous requirements. Furthermore, those with vague timelines suggest that
certification could be maintained with very little progress over long periods of time. Among the 15 standards that
mandate a living wage or require progress in this direction, there is great variation in whether and how ‘living wage’
is defined. Some draw on an outside definition of living wage (e.g., GCP uses ISEAL’s 2013 definition, while ASC’s
shrimp standard draws on the OECD definition). Others mandate how it should be calculated (e.g., ASC’s salmon
standard requires calculation in consultation with workers and ‘other credible sources’). In sum, while almost all
standards reinforce the national minimum wage, only 32% mandate that employers pay a living wage at the time of
initial certification.

The collective bargaining findings are displayed in Table 3, organized similarly to Table 2. Of the 25 standards
reviewed, 23 included collective bargaining. The two exceptions were the same VSSSOs as did not include wages:
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VSSSO and standard Wages Fair, decent, National or Average, standard Wage established Premium (wage per
included in living or basic regional legal or prevailing through collective hour or price per
standards? needs wage or official regional, sectoral pound above market

minimum wage or industry wage value) to individuals
1 Social Accountability yes” X X* X*
International (SAl)

2 Roundtable on Sustainable yes” X X* X*
Palm Oil (RSPO)

3 Aquaculture Stewardship yes” X X X
Council (ASC) — fresh trout

4 Aquaculture Stewardship yes” X X X
Council (ASC) — pangasius

5 Better Cotton Initiative (BCI) yes X X X

6 Global Coffee Platform yes" X X
(GCP) (formerly 4C)

7 Aquaculture Stewardship yes X
Council (ASC) — abalone

8 Aquaculture Stewardship yes X
Council (ASC) — bivalve

9 UTZ Certified — individuals yes" XP X

10 Fairtrade International yes" XP X X
(FI) — hired labor

1 Fairtrade International yes” XP* X X
(FI) — small producer orgs

12 Fairtrade International yes" XP X X
(FI) — textile

13 Aquaculture Stewardship yes" XP X X
Council (ASC) — salmon

14 Aquaculture Stewardship yes" XP X X
Council (ASC) — tilapia

15 Aquaculture Stewardship yes" XP X
Council (ASC) — shrimp

16 Union for Ethical Biotrade yes" X
(UEBT)

17 Equitable Origin (EO) yes” X X

18 Responsible Jewellery yes" X X
Council (R)C)

19 Roundtable on Sustainable yes" X
Biomaterials (RSB)

20 UTZ Certified — groups yes” X

zL
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VSSSO and standard Collective Cannot prevent When CB is restricted by law, Must follow  Must make workers ~ Must adhere to
bargaining or interfere with ~ employer must facilitate ILO aware of right to company or
included collective parallel means of Conventions  organize; encourage  sector collective
in association or independent free 87 and 98 formation of bargaining
standards? bargaining association and associations; or provide  agreements
collective bargaining relevant training

1 Equitable Origin (EO) yes X X X X X

2 Fairtrade International (Fl) — hired labor yes X X X X X

3 Fairtrade International (FI) — small producer orgs yes X X X X X

4 Fairtrade International (FI) — textile yes X X X X X

5 UTZ Certified — groups yes X X X X'

6 UTZ Certified — individuals yes X X X X'

7 Roundtable on Sustainable Biomaterials (RSB) yes X X X X

8 Roundtable on Sustainable Palm Oil (RSPO) yes X X X

9 Social Accountability International (SAl) yes X X X

10 Aquaculture Stewardship Council (ASC) — tilapia yes X X X'

11 Responsible Jewellery Council (R]C) yes X X X

12 Global Coffee Platform (formerly 4C) yes X X X

13 Aquaculture Stewardship Council (ASC) — abalone yes X X

14 Aquaculture Stewardship Council (ASC) — bivalve yes X X

15 Aquaculture Stewardship Council (ASC) — fresh trout yes X X

16 Aquaculture Stewardship Council (ASC) — pangasius yes X X

17 Aquaculture Stewardship Council (ASC) — shrimp yes X X

18 Sustainable Agriculture Network (SAN) yes X X

19 Forest Stewardship Council (FSC) yes X X

20 Aquaculture Stewardship Council (ASC) — salmon yes X X

21 Bonsucro yes X

22 Union for Ethical Biotrade (UEBT) yes X

23 Better Cotton Initiative (BCI) yes X

24 GoodWeave no

25 Marine Stewardship Council (MSC) no

Totals 23 21 16 12 9 8

Table 3. Inclusion of collective bargaining provisions in voluntary sustainability standards

Notes (number corresponds to the far left column of the table (such that Note 5 is about UTZ — groups, etc.)

5 Will honor wages and in-kind benefits offered by CBAs.

6  Will honor wages and in-kind benefits offered by CBAs.

10 Standards are based on ILO standards on collective bargaining.

11 Cannot obstruct alternative means of associations.

20 Only ILO Convention 98.

24 Although the certification does not have any wage requirements, it supports progress toward relevant ILO standards and national laws and supporting the right associate
and to bargain collectively without discrimination.
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MSC and GoodWeave. Of those including collective bargaining provisions, 21 prohibited employers from
preventing or interfering with collective association or bargaining; 16 noted that, in contexts where collective
bargaining is restricted by national or local law, employers must facilitate parallel means of independent free
association and collective bargaining and 12 mandated adherence to ILO convention &7, Freedom of Association
and Protection of the Right to Organize, and ILO convention 98, The Right to Organize and Collective
Bargaining. Nine of the standards mandated that workers must be aware of their right to organize, trained in
bargaining or effective representation, or encouraged to form associations. Finally, eight standards mandated that
companies must honor bargaining agreements. In sum, while almost all standards include collective bargaining
provisions, only 16% require employers to encourage workers to organize and respect the outcomes of collective
agreements.

Analysis across the two data sets generates additional findings. First, by comparing the most rigorous and least
rigorous VSSSOs on each list, we see that the VSSSOs with the most rigorous wage outcome standards (ASC,
BCI, GCP, RSPO and SAI) are not the same as those with the most rigorous process rights standards (EO and
FI). If FI's progressive living wage standard is considered as rigorous as the others, however, FI becomes the only
VSSSO to support both rigorous outcome and process standards. Interestingly, of the eight VSSSOs with the least
rigorous process rights, seven were also among those with the least rigorous wage provisions (BCI, Bonsucro,
FSC, Goodweave, MSC, SAN and UEBT). In other words, while only Fairtrade International was consistently
rigorous, several VSSSOs were universally lax. Second, by comparing the content of multiple standards set by
the same VSSSO, we find that VSSSOs are relatively consistent in their treatment of process rights (across
multiple standards) but relatively inconsistent in their treatment of wage outcomes. Both FI and UTZ addressed
process rights in the same way across their multiple standards, and ASC was consistent across five standards,
with some variation in the remaining two. However, all three VSSSOs addressed wage outcomes differently
across their standards. That is to say, VSSSOs are not always consistent across multiple sets of standards. These
findings are discussed below.

Discussion

Do VSSSOs Address or Overlook the Opportunity to Affect Workers’ Wages?

The findings of this study support what previous research has suggested: almost all VSSs include some type of wage
and collective bargaining requirement, but most do not mandate living wages or empower collective bargaining, and
only one does both. What does this say about whether VSSs address or overlook income inequality? On one hand,
mandating national minimum wage laws and ILO collective bargaining provisions are important contributions to
sustainable development. VSS certified factories and farms do not necessarily implement national laws if they are
not written into standards and audited (Schuster and Maertens, 2016; Kortelainen, 2008). Therefore, by enforcing
national laws, VSSs provide an enforcement mechanism service that many states are unable or unwilling to provide
(Gindling and Terrell, 2010, p. 908). In states where citizens are advocating for increased and enforced minimum
wages, this means that VSSs are supporting democratically generated policy outcomes (Gindling and Terrell, 2010).
They are also supporting global norms by providing an enforcement mechanism that the ILO lacks (Weisband,
2000, p. 648; Toffel et al., 2015, pp. 207-208). VSSs’ enforcement of state standards is particularly important for
low-wage workers, who are more likely to suffer the consequences of non-compliance, which further exacerbate
inequality (Gindling and Terrell, 1995).

Reducing VSSSOs to an enforcement mechanism for state and ILO standards also has several downsides.
Because minimum wages are typically much lower than living wages (Miller and Williams, 2009, p. 100) — by some
estimates 200-300% — this trend limits voluntary standards’ impact on wages, and thus on income equality (Anker,
20006; Miller and Williams, 2009, p. 101). Furthermore, widespread convergence on others’ standards constrains
the creativity, innovation, progressive values — ‘norm entrepreneurship’ — that VSSSOs might otherwise exhibit
(see Hutchens, 2009). VSSSO reliance on state and ILO standards also calls into question whether contemporary
global governance is as ‘multi-layered’ as some claim it to be (e.g. Djelic and Sahlin-Andersson, 20006, p. 370), or
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whether states remain at the fore. Finally, if corporate pressures on public policy succeed in further depressing
wages and eroding labor standards (Pepper, 1998), the standards that VSSSOs are enforcing may have less impact
over time. To more effectively leverage their distinctive capacity to address income inequality, VSSs should mandate
living wages, actively support worker organizations and adhere to collective agreements, yet only Fairtrade
International comes close to these high standards.

What Accounts for these Findings?

Why are VSSSOs’ (intended) contributions to income equality, on average, rather disappointing? What accounts for
the variation across VSSSOs’ standards? What explains diversity among multiple standards set by the same
organizations? This section draws on the interdisciplinary literature on private regulation to identify factors that
may shape standards content, and offers suggestions for future research.

One approach to explaining standards content is to examine factors taking place outside of individual
organizations. In these explanations, the level of analysis is the organizational field, or an aggregated, recognized
area of institutional life populated by organizations that produce similar services or products (DiMaggio and Powell,
1983, p. 148). Here I discuss four ways the organizational field can explain standards outcomes: isomorphism, wage
taboos, corporate pressure, and anxiety about negative externalities. Isomorphism is the idea that similar
organizations are constrained by comparable forces because they inhabit the same environment (DiMaggio and
Powell, 1983, p. 149). Explanations that examine organizational fields through this lens suggest that as organizations
compete for resources, power and legitimacy (DiMaggio and Powell, 1983, p. 150) they mimic more established or
successful organizations, resulting in standards convergence (Boiral and Gendron, 2011). This may create a race to
the bottom, or convergence at the top (see Eberlein et al., 2014, p. 5). Among organizations in newly emerging fields
of private governance, organizations may work together to access legitimacy and reputational resources at first, and
become more competitive after their authority has been established (Smith and Fischlein, 2010). A second set of
theories suggests that a pervasive culture of free-market capitalism makes it difficult for labor advocates to intervene
in wage-setting or process rights, as doing so challenges embedded capital-labor relationships and may chafe
against norms about who benefits from the process of production (Barrientos and Smith, 2007; Potts et al., 2014,
p- 77). Some studies from this approach focus on the ways in which global value chains are organized, and the
constraints that these structures create for both workers and the organizations that advocate for them. For example,
Riisgaard (2009) shows how retailer strategies such as just-in-time ordering pressure suppliers and promote labor
flexibility at the expense of labor organization (Riisgaard, 2009). A third perspective is that corporate interests
pressure VSSSOs (though the promise of contracts or via their participation in VSSSO governance) to ratchet
standards downward or away from labor issues to reduce costs and increase profits (Schrage, 2004, p. 171; Young
and Tilley, 2006, p. 405; Bird and Manning, 2008, pp. 920—92r1; Jaffee and Howard, 2009; Luke, 2013, pp. 86,
89; Marx and Wouters, 2015, p. 8; Bartley et al., 2015, p. 216). Studies show, however, that robust standards do
not necessarily harm the bottom line (Miller and Williams, 2009, p. 99; Alvarez, 2011). Finally, weak wage
standards may reflect trepidation that higher wages will increase unemployment, feed the informal sector or
adversely affect vulnerable workers (Friedman, 1962; Gindling and Terrell, 2010, p. 909; Neumark et al., 2000),
although these tradeoffs are contested (ILO, 2014, p. xix). Overall, this approach to understanding VSSSOs suggests
that certification programs emerge in ways that reflect political opportunities, the market context and the structure,
scope and governance of previous initiatives within the sector, and that organizations’ initial iterations have an
enduring impact on their evolution (Auld, 2014). Given the results of this study’s findings, research at this level
of analysis might focus on the ways in which more rigorous standards (e.g. Fairtrade International) have been able
to navigate these pressures differently from other, similar VSSSOs, and what (if anything) might be done to
establish a standards floor, limiting the depths of ‘the bottom’.

A second approach to understanding standards content outcomes is to look within organizations. One such
explanation focuses on the distribution of power within their governance structures. Bennett (2017) finds that
VSSSOs often exclude producers from high-level governance bodies, such as the board of directors, and that doing
so may dilute the benefits they receive (Brown, 2008; Jaffee and Howard, 2009; see also Bennett, 2016). Similarly,
van der Ven (2015) shows that labeling organizations with non-profit structures or NGO partners are more likely to
comply with best practices, such as setting meaningful standards, than those dominated by the public sector or
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industry actors. This may also shed light on why standards vary within organizations. Renard (2015) and Stevis
(2015), for example, suggest how incorporating smallholder farmers and labor unions in Fairtrade International’s
governance can shift standards in ways that benefit these groups. Future research should further examine the
relationships between governance structure, best practices and standards content. A second perspective is that
standards content reflects VSSSOs’ missions, such that socially oriented VSSSOs (e.g. FI) would be more likely to
adopt rigorous labor standards than environmental organizations (e.g. MSC) (see Blowfield, 2000, p. 192; Fridell,
20009, p. 90). Future research might compare the content of organizations’ missions with the results presented here
to examine the relationship between mission and income equality provisions.

Are VSSSOs Likely to Improve Wage Standards?

In 2012, Fairtrade International, GoodWeave and SAI initiated the Living Wage Project, an effort to improve
workers’ conditions and wage levels. In 2013, SAN, FSC and UTZ joined this effort, and these six organizations
now constitute the Global Living Wage Coalition. The coalition argues that the sustainability standards sector has
a unique and influential role to play in promoting living wages. It has adopted a common definition and
commissioned economists to create a methodology for calculating living wage. The ‘long term goal’ is to improve
workers’ wages by using these calculations to engage organizations, supply chain partners, workers, trade unions
and others to ‘take stronger action to increase wages’ (ISEAL, 2016). At the time of writing, the coalition has
completed four pilot studies and 18 prevailing wage reports, each calculating living wages for cities or countries
where coalition products are sourced. Moving forward, coalition members are expected to incorporate these
calculations into their standards, but are permitted to do so in different ways (ISEAL, 2013, 2010).

The Global Wage Coalition has the potential to address two of the barriers to living wage promotion, yet
expectations should be tempered by lessons from previous living wage campaigns. The coalition’s goal to ‘work
towards the long term goal of improving wages’ leaves plenty of room for inaction, long lag times and lackluster
results, all of which have been outcomes in the past (O’Rourke, 2006). The wage estimates are not stunningly
generous. The Wage Report for the Dominican Republic, for example, notes that its estimates are ‘not much higher
than what the President of the Dominican Republic recently referred to as a misery wage’ and ‘well below the
inflation adjusted living wage for free trade zone apparel workers in Dominican Republic estimated by the Worker
Rights Consortium’ (Anker and Anker, 2013, p. 4). Although the coalition believes estimates ought to be updated
annually to account for inflation and every 10 years to adjust for other variables (and more frequently in countries
with high inflation or rapid growth rates), there are no specific plans for funding this work over the long term
(ISEAL, 2015, Minutes 44, 47). Past experience shows that VSSSOs fail to update wage-related standards on
schedule, which effectively erodes the value of wage standards over time (Jaffee and Howard, 2009).

What are the Limitations of VSSs in Improving Wages and Income Equality?

VSSSOs are well positioned to contribute to sustainability goals in many ways, including improving workers’ wages,
yet VSSs are not a silver bullet for income equality and sustainable development (Barrientos, 2000). They do
nothing to address inflated incomes at the top, which require further action, such as abolition of tax havens or a
global tax on wealth (Piketty, 2014). They also fail to affect the wages of the world’s poorest people, who are often
marginalized from global value chains (Brandi, 2016) or less reliant on wages (ILO, 2014, pp. 35, 40). Finally,
VSS may function best in places that need them least. As Toffel et al. (2015) illustrate, standards compliance is better
in countries that have ratified many ILO conventions, passed highly protective labor regulations and secure press
freedom (p. 218).

Even when VSSSOs include robust wage provisions, the outcomes may fall short of expectations. The
implementation of standards can be impeded by poor communication, support and enforcement (Miller and
Williams, 2009, p. 100), which require not only organizational capacity but also political will (see Barrientos and
Smith, 2007; Nelson and Tallontire, 2014). The auditing process can also present challenges (Davenport and
Low, 2013): studies suggest that some standards cannot be evaluated in an annual audit, random samples are not
necessarily representative, routinization may result in superficial auditing, remuneration arrangements may
generate conflicts of interest, and process standards may be more difficult to evaluate than outcomes (Walgenbach,
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2001; Barrientos and Smith, 2007; Boiral and Gendron, 2011; Marx and Wouters, 2015). These challenges may
contribute, in part, to the finding that (even when living wages are mandated) producers do not always experience
an increase in income (see, e.g., Francesconi and Ruben, 2014, on FI; Brandi, 2016, on RSPO).

A final limitation is that VSSSOs, like many labor-oriented NGOs, have largely marginalized unions, despite
potentially productive synergies (e.g., Hale, 2004). Both NGOs and unions aim to halt abusive behavior by
multinational companies and promote the broader goal of checking corporate power in the global economy (Compa,
2004). Yet, tensions have emerged between the two types of group.”™ While NGOs create space for workers to
exercise their rights, they may also undermine labor laws, state enforcement and union power; they may also
exclude important stakeholders, operate with impunity or lack democratic or transparent processes (Compa,
2004; Eade, 2004; Riisgaard, 2009). Unions, on the other hand, may be more accountable to all members, address
class-based issues head-on and have broader reach, but at the same time might be over-bureaucratized, slow to
respond to change and inattentive to informal-sector workers, women workers, child labor and export-oriented
factories (Compa, 2004; Groves, 2004; Roman, 2004). Despite these tensions, trade unions and NGOs still have
more in common with one another than either has with neoliberal institutions or multinational corporations
(Compa, 2004). Although their relationships have not always been easy, some studies suggest that when they work
together on particular disputes or campaigns, their differences can be minimized (Groves, 2004).

Conclusions

Voluntary sustainability standards can and should address income inequality by requiring employers to pay living
wages and actively support collective bargaining. However, most overlook this opportunity by simply enforcing
national minimum wages and upholding ILO standards for collective bargaining. Future scholarship should identify
the conditions under which VSSSOs adopt more robust wage standards, looking beyond organization-level
variables, as VSSSOs are inconsistent among their own standards. Income-equality advocates can draw on these
results to encourage VSSSOs to leverage their unique capacities to address income inequality by improving wages
for the producers of sustainability-certified products.
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