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Abstract 

The recent implementation of the Sustainable Development Goals highlights the International 

Community’s commitment to address global sustainability concerns. Corporations’ role in 

enforcing sustainable development within the agricultural supply chain which is economic, 

social and environmentally viable is continuously emphasized by internationally agreed prin-

ciples for Responsible Business Conduct (RBC), the at encourages corporations to prevent 

and mitigate their adverse impacts to sustainable development linked to their operations, 

products and relationships.  

Through first hand interviews of key corporate and non-corporate actors concerned with the 

topic of sustainability, as well as being directly or indirectly involved with the Danish Dairy 

Value Chain, this thesis investigated how actors’ competing interests and agenda can explain 

a process of Contested Governance in the Danish Dairy Value Chain.  

In order to uncover this research focus, a case study analysis of the Danish dairy value chain 

(DDVC) will be conducted in order to analyze how contestations on sustainability concerns 

related to environmental and/or human rights issues between corporate and non-corporate 

actors shape governance in global value chains. Given the emergent structure of sustainability 

governance, the study is largely explorative.  

The key findings of this thesis is that governance of the Danish Dairy Value Chain can best be 

understood through the concept of multipolarity where governance is shaped by the explicit 

strategic actions of powerful actors both inside and outside. This multipolarity creates impli-

cations for sustainability governance as it enforces a process of contested governance. This 

thesis reveals how contested governance as a concept best explains the underlying structures 

as the driving force of governance of change. Within the complex field of sustainability gov-

ernance powerful actors vying to define social and environmental responsibilities can be iden-

tified to engage in three kind of strategic levels in the DDVC when addressing sustainability 

concerns. That is ‘Do-no-Harm’ Compliance, ‘Do-Good’ Compliance’ and lastly, Partner-

ships for Sustainability.  

Key words: global value chain governance, contested governance, sustainability governance, 

compliance, due diligence, responsible business conduct, sustainability, standards, guidelines, 

conceptual arbitrariness, accessibility, continuous improvement  
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1 Introduction 

“As demand for food is increasingly driven by growing populations, higher incomes, and changing 

diets, agriculture attracts growing investment, particularly in developing countries where investment 

stocks in agriculture are relatively low. Enterprises operating along agricultural supply chains face 

challenges in observing international agreed standards of Responsible Business Conduct” 

FAO-OECD Guidance Responsible Agricultural Supply Chains 2015  

New York, 25 September 2015 the post-2015 sustainable development agenda with 17 Sus-

tainable Development Goals (SDGs) and 169 targets was unanimously adopted by the United 

Nations General Assembly at the UN Summit on Sustainable Development. The SDGs consti-

tutes a common framework directed towards an integrated and indivisible approach that bal-

ances the three dimensions of sustainable development: the economic, social and environmen-

tal (United Nations 2015). The International Agriculture and Food Systems have been at the 

center of the debates around post-2015 development goals and targets. The agricultural sector 

is currently embedded in the global challenge of how to define the approach to responsible 

and sustainable production which is both efficient enough to feed 2 billion more people by 

2050 and contribute to global sustainable development (WWF 2013).  

This was ratified with the adoption of the new SDGs where Goal 2 highlights the need for 

global action to End hunger, achieve food security and improved nutrition and promote sus-

tainable agriculture through the increase in agricultural productivity and incomes of small-

scale food producers, sustainable food production systems and resilient agricultural practices 

that increase productivity, increase investment and correct and prevent trade restrictions and 

distortions in world agricultural markets (United Nations 2015).  

Corporations’ role in enforcing sustainable development within the agricultural supply chain 

which is both economic, social and environmentally viable is continuously emphasized by 

internationally agreed principles for Responsible Business Conduct (RBC) that encourages 

corporations to prevent and mitigate their adverse impacts to sustainable development linked 

to their operations, products and relationships (OECD 2015). Several sustainability standards 

and guidelines (SSGs) have been created as tools for corporations to address their possible 

adverse impact related to social, environmental and economic aspects of sustainability and 

guide the process towards as well as take part of a proper RBC policy. While the range of 

available SSGs intends to ease the implementation of RBC policy it also reflects a continuous 
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To what extent sustainability governance reveal a process of contested governance between 

corporations and non-corporate actors vying to define the social and environmental responsi-

bilities of corporations? 

 

struggle amongst stakeholders with fundamental differences in goals, interests and strategy of 

how to perceive and solve current global issues within the agricultural sector. 

1.1 Purpose and Scope 

If contestations of sustainability can be identified as a process of contested governance be-

tween corporations and non-corporate actors this advocates for a more dynamic approach to 

analyze governance of sustainability in value chains which moves beyond ‘a do-no-harm’ 

compliance model towards a ‘do-good’ RBC model which can be continuously challenged 

and improved. It seems plausible that there is a need to rethink the current model of sustaina-

bility governance driven by ‘do-no-harm’ compliance within global value chains and empha-

size how contestations on sustainability concerns between corporate and non-corporate actors 

shape ‘do-good’ RBC policies in global value chains.  

This interest is summarized in the research question:  

 

In order to uncover this research focus, a case study analysis of the Danish dairy value chain 

(DDVC) will be conducted in order to analyze how contestations on sustainability concerns 

related to environmental and/or human rights issues between corporate and non-corporate 

actors shape governance in global value chains. Given the emergent structure of sustainability 

governance, the study is largely explorative and the analysis will be built on empirical evi-

dence.  

The analytical efforts of this thesis will be guided by two sub-questions. These sub-questions 

will structure the analytical efforts of this thesis with the purpose of providing analytical lev-

erage for answering the research question.  

1. How do corporate and non-corporate actors in the DDVC shape its governance? 

2. What have been the main implications for addressing sustainability concerns and how 

are these identified in practice? 
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By corporate actors, this thesis refers to corporate actors within the DDVC that is retailers, 

dairies and suppliers.  The non-corporate actors will be NGOs, public authorities, business 

associations and consultancy agencies seeking to influence and/or explain governance.  

The first part of the analysis seeks to sketch the overall governance characteristics of the Dan-

ish dairy value chain by investigating how corporate and non-corporate actors in the DDVC 

shape its governance i.e. the first sub-question. This part will through the lens of Ponte & 

Sturgeons modular-theory building approach to global value chain (GVC) governance provide 

an analytical description of the DDVC and identify the multipolar governance of the DDVC 

and the corporate and non-corporate actors with the ability to shape governance within the 

DDVC.  

The second part of the analysis seeks to identify the main implications for addressing sustain-

ability concerns i.e. sub-question 2. The analysis investigates the arbitrariness of sustainability 

as a concept and what implications this may have for sustainability governance. Furthermore, 

it seeks to clarify how SSGs are used to govern sustainability and the implications these might 

have on governance of the DDVC.  

1.2 Structure and Chapter Outline 

This chapter introduces the topic of the thesis, emphasizes the context of sustainable devel-

opment to be addressed within value chains and the research question of thesis.  

The second chapter, the Literature Review, introduces the theoretical debate within the field 

of value chain governance, governance of sustainability and contested governance. While the 

analytical objective of this thesis is embedded in transnational governance, two theoretical 

tracks governance of global value chains and governance of sustainability will be emphasized 

and integrated into an analytical framework useful for analyzing how contestations on sus-

tainability concerns between corporate and non-corporate actors shape governance in global 

value chain by offering useful perspectives on the concept of contested governance. This sec-

tion will introduce the analytical framework guiding this thesis.  

The methodology is outlined in the third chapter stressing the use of critical realism as the 

methodology of science; the methods used being a qualitative case study, and furthermore 

outline the limits of the scope of the research.  
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Chapter four is on Shaping Governance within the DDVC which provides a descriptive analy-

sis of the micro, meso, and macro level determinants to governance with the purpose to sketch 

the overall governance characteristics of how corporate and non-corporate actors in the 

DDVC shape its governance. 

Chapter five, Governing Sustainability through Regulatory Standard Setting, seeks to answer 

the extent to which the arbitrariness of the concept of sustainability contributes to a process of 

contested governance of sustainability concerns and what this implies for governance in prac-

tice.  

Finding will be elaborated in chapter 6, which combines the findings from chapter four and 

five into new perspectives of contested governance of sustainability within value chains, iden-

tifying implications for managing sustainability concerns and the ability of corporate and non-

corporate actors to define social and environmental responsibilities of corporations. This 

chapter will ultimately contribute with insights into how contestations create possibilities of 

moving beyond ‘do-no-harm’ compliance towards ‘do-good’ RBC. Finally, chapter 7 will 

summarize the findings and recommendations for managing sustainability concerns within 

global value chains as well as open up a perspective for future research.  

2 Literature Review & Choice of Theory  

In the past few decades the question of how to govern global issues related to sustainable de-

velopment have become a prominent theme of discussing globalization both because some 

think that globalization renders government made formal rules and because it creates new 

conceptions of control in which private actors, social movements and international institutions 

have an expanded role (Bair and Palpacuer 2015).  

The absence of a global ‘state’ and the ability of the old governance system to adopt mandato-

ry regulations and impose sanctions to regulate the foreign conduct of international corpora-

tions have led to increased efforts of private and public actors to regulate international busi-

ness through a new field of regulatory initiatives referred to as regulatory standard-setting 

(RSS)
1
.  This has enforced a new international regulatory system, transnational new govern-

                                                 

1
 RSS involves all the functions of administrative agencies in domestic regulatory systems: rule-making, rule 

promotion and implementation, monitoring, adjudication of compliance, and the imposition of sanctions (Abbott 

and Snidal 2009, 3). 
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ance (TNG), which relies heavily on RSS, such as voluntary codes and standards
2
 and in cas-

es where international government organizations (IGOs) and states are involved soft law 

(Abbott and Snidal 2009). This has implied that for many global issues, corporate and non-

corporate actors have taken a turn towards private regulatory solutions […] that rely on vol-

untary engagement of multinational companies (MNCs) within these issues (Fransen 2012, 

164).  

While TNG has been linked to the deregulation and privatization agenda of neoliberalism 

recent literature notes that this agenda has in fact spurred reregulation creating ‘regulatory 

capitalism’ where dense networks of regulation both corporate and non-corporate actors oper-

ate at multiple scales to address policy problems (Auld 2013, 128). 

This turn towards RRS in governing global issues have largely been explained by the process 

of reshaped global production and trade altering the organization of industries into globally 

expanding value chains
3
 (Gereffi 2014) where distinct corporations are linked in internation-

ally dispersed but integrated systems of input supply, trade, production and final marketing 

(Gibbon & Ponte 2009:366).  Understanding the nature of governing sustainability issues 

within global value chain is of increasing importance in  an era where governance of com-

modity production, trade and consumption takes place through a complex system of interna-

tional and national regulation (Ponte and Cheyns 2013, 1–2). While sustainability has become 

an integral component of the governance of global value chains by corporations, this govern-

ance is never fait accompli because a variety of non-firm actors are continually developing 

new arguments and tactics to contest and/or transform it (Bair and Palpacuer 2015, 9). What 

this implies for the value chain dynamics and the role of actors within them is the emphasis of 

this thesis which according to Bair and Palpecuer (2015) can be diagnosed with the concept of 

contested governance.  

In order to analyze how contestations on sustainability concerns between corporate and non-

corporate actors shape governance in global value chains,  this thesis will introduce new per-

spectives to the outcomes of contested governance by merging two theoretical tracks which 

                                                 

2
 Standards are here defined as the agreed criteria by which a products technical and physical characteristics 

and/or process and conditions under which it has been produced or delivered can be assessed (Gibbon and Ponte 

2005: 161). 
3
 Global value chains are characterized by ‘a set of intra-sectoral linkages between corporations and other actors 

through which geographical and organizational reconfiguration of global production is taking place’ (Gibbon et 

al. 2008:318). 
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will be outlined separately in the next two sections. The first track will introduce theoretical 

perspectives on governance of global value chains in order to provide insights to the question 

of who governs the GVC. And the second track introduces perspectives on governance of sus-

tainability to provide insights to the question of how to govern sustainability. As both theoret-

ical tracks are embedded within the concept of governance for the sake of consistency gov-

ernance is in this thesis defined as the explicit or implicit rules of the game that enable and 

constrain domains of behavior and the ability of particular actors to set and/or enforce them, 

either via formal authority relations or through other forms of power (Bair and Palpacuer 

2015, 3). 

 

 

 

 

 

 

 

 

 

 

 

2.1 Governance of Global Value Chains 

Literature on global value chains have provided one of the most extensive discussions of the 

relationship between globalization and governance and the tensions within global value 

chains literature has been centered on how best to conceptualize and measure governance 

(Bair and Palpacuer 2015; Gibbon, Bair, and Ponte 2008; Ponte 2009). The idea of GVC gov-

ernance rests on the assumption that while both disintegration of production and its re-

integration through inter-firm trade have recognizable dynamics, they do not occur spontane-

ously, automatically or even systematically (Gibbon, Bair, and Ponte 2008, 319). The rele-

Figure 1: Two theoretical tracks 
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vance of GVC governance is that it highlights the content and management of what kind of 

production, quality, distribution and standards to insist upon across all suppliers and sub-

suppliers. This implies the occurrence of re-integration into global value chains occur as a 

result of strategizing and decision-making by particular actors, usually large corporations that 

manage access to final markets in developing countries and increasingly emerging economies 

(Gibbon, Bair, and Ponte 2008) The increase of the geographical scope and organizational 

complexity of modern corporations causes a similar increase in the set of stakeholders to 

which corporations are held accountable. This implies that as the number and diversity of 

stakeholders expands, so too does the probability that they will have distinct, and potentially 

competing ideas about the responsibilities of business (Bair & Palpecuer 2015, 7).  

Governance of GVC has been highlighted as the process of organizing activities with the pur-

pose of achieving a certain functional division of labor along the value chain, resulting in spe-

cific allocations of resources and distributions of gains (Ponte 2009, 98). While the last few 

decades have provided an extensive amount of literature offering differing perspectives on 

governance of GVC this section will introduce, arguably, the three most referenced debates; 

governance as driving, governance of coordination and governance as normalizing. Lastly, it 

will introduce Ponte & Sturgeons’ modular approach to GVC governance theory (Ponte & 

Sturgeon 2008, Gibbon et al. 2008, Bair & Palpecuer 2015). 

2.1.1 Governance as Driving 

Gereffi (1994) defined governance as one of the key dimensions of which all production driv-

en chains could be analyzed as the ‘authority and power relationships that determine how fi-

nancial, material, and human resources are allocated and flow within a chain’ (1994: 97). He 

analyzed governance along two concepts of buyer- and producer driven value chains with the 

primary assumption that governance was a function of lead-firm types. Producer-driven 

chains were driven by manufacturers (industrial capital), while buyer-driven were driven pri-

marily by retailers and/or marketers (commercial capital).  

Lead corporate actors would be active in creating, shaping and coordinating their supply 

chains often through either vertical or horizontal integration. Vertical integration refers to 

relations of control and coordination between corporations which are enforced by long term 

contracts or regular engagement with buyers and suppliers. Horizontal integration refers to 

arms-length relations between corporations which are defined in terms of criteria which can 

be transmitted or codified in objective, measurable or auditable ways. In buyer-driven chains, 
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buyers could dictate the terms of governance through arms-length relations by specifying 

what, how, when, where and by whom the goods they sell are produced (Ponte and Sturgeon 

2014, 201–202). Empirical studies of buyer-driven chains have demonstrated the extent to 

which lead corporate actors are able to dictate conditions to their independent supplier, and 

explored the implications of the role played by global buyers in facilitating or suppressing 

particular outcomes for suppliers, such as firm-level upgrading as well as the related dynam-

ics of inclusion and exclusion (Gibbon et al 2008). In producer-driven chains the capital and 

technological intensiveness required enables lead manufacturers holding these capacities is 

able to dictate the terms of entry usually through vertical integration in order to block know-

how from being shared with competitors (Ponte and Sturgeon 2014).  

From 1990s empirical studies have revealed patterns of buyer-driven dynamics in almost all 

industries rendering the distinction between the two types (Gibbon et al. 2008, 321).  

2.1.2 Governance as Coordination 

Sturgeon (2002) worked from the observation that the producer- and buyer-driven typology 

was too simplistic, he approached the debate of governance as coordinating by describing the 

networks between lead corporations and turn-key suppliers as ‘modular’ emphasizing that 

lead corporations and subcontractors could find new suppliers on a regular basis since com-

mon industry standards allowed complex informational content of transactions to be ex-

changed between pairs of supplier/buyer corporations in relatively formalized ways. Gereffi, 

Humphrey and Sturgeon (2005) were inspired by this ‘modular’ approach to studying value 

chains and developed a fivefold typology of GVC governance (market, modular, relational, 

captive & hierarchy) where the types of governance varied systematically according to values 

(high or low) of three different variables; the complexity of information and knowledge re-

quired to sustain a particular transaction, the ease of codifying and transmitting information 

and the existing capacities of potential supply bases in relation to the requirements of the 

transaction (Gibbon et al. 2008, 322).  

Governance was hence identified as the form of coordination characterizing inter-firm ex-

change between the lead firm and its first-tier supplier at one node of the chain rather than 

analyzing governance in terms of the strategies and actions by particular actors to drive a 

chain along its entire length (Gibbon et al. 2008, 323). Gereffi et al’s narrow focus on the in-

ter-firm relationship between lead corporations and first-tier suppliers was criticized as this 

left out influences of the structural constraints of dominant regulatory systems or corporate 
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strategy paradigms among lead corporations which excluded the possibilities of defining the 

terms of participation for secondary and input suppliers (Gibbon et al. 2008, 324).  

2.1.3 Governance as Normalizing  

A third interpretation of governance is governance as normalization. The term normalizing 

refers to the discursive dimension that shapes buyer-supplier relations through the re-

alignment of a given practice into a common standard or norm (Ponte and Sturgeon 2014, 

206).  These were elaborated by actors operating within the value chain and by the broader 

environment influencing designations attached to the products exchanged within GVCs (Gib-

bon et al 2008, 324). Actors operating external the GVC such as NGOs and expert certifica-

tion bodies should be emphasized when considering how governance is shaped.  

Gibbon & Ponte (2005) used convention theory as an attempt to unpack GVC governance and 

to situate and analyze the dynamics of buyer-seller relations. Hence, the focus was to investi-

gate how actors materially and ideologically engage in particular norms, rules and quality 

constructions across production, distribution and consumption arenas (Gibbon and Ponte 

2008).  The conceptualization of quality thus becomes the main tenant of convention theory.   

In convention theory, governance is not created prior to action but emerge in the process of 

actions aimed at solving process of coordination. Conventions refer to the rules build from a 

group of mutual expectations which are either set up for the purpose of implementing an in-

tention or arise from a shared set of regularities that are unintentional (Gibbon, Ponte, and 

Lazaro 2010; Gibbon and Ponte 2005; Ponte and Gibbon 2005). Hence conventions are the 

mechanisms of clarifications that are both guides for actions and collective systems to legiti-

mize those actions which can be submitted to testing and discussion (Gibbon and Ponte 

2005).  

According to Boltanski and Thevenot all action is justified in relation to a common set of 

principles of which they have developed six historically based worlds of legitimate common 

welfare. Each of these is organized around different types of qualifications which apply to 

both people and objects in forms of justification which in theory has been translated into six 

different quality convention whereas only four of these will be addressed.  

Market quality conventions apply to a situation where price is the main measure of quality 

and where a difference in price equals a difference in quality. This implies that as there is no 

uncertainty about quality market quality conventions are easily transmitted along a chain. In a 
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situation where price alone is not sufficient to evaluate product quality, buyers and sellers 

adopt industrial quality conventions to resolve uncertainty. Here quality is verified via in-

strument-based testing and inspection often assured by external parties via certification 

against predetermined norms or standards. Under domestic quality conventions, quality is in-

stead determined through trust, repetition and history which make them difficult to transmit 

along the value chain. Civic quality conventions judge the quality of the product by the impact 

upon society, specific groups or the environment. When the impact is embedded in widely 

agreed upon third-party certification systems, civic conventions are similar to industrial con-

ventions but in cases where the definition is contested, conventions can be less clear, shifting 

or variegated
4
 (Ponte and Sturgeon 2014, 208–209).  

Convention theory allows researchers to ask normative questions about the normative nature 

of coordination and thus how agreed notions of ‘quality’ in exchanges take shape and become 

more or less ‘codified’. Analyzing governance within a broader normative context was thus 

argued as the proper tool for describing what actions buyers and/or producers should take 

when governing a value chain and what specific qualities suppliers should aim for and how 

they should secure those (Gibbon et al. 2008).  

2.1.4 Modular-Theory Building Approach to GVC Governance 

In order to enable a ‘whole-chain’ view of GVC governance Ponte & Sturgeon (2014) devel-

oped a framework built from the assumption that grasping the micro- and meso-level deter-

minants of GVC governance is a prerequisite for making sense of macro-level determinants. 

According to this framework convention theory can contribute to understanding how com-

monly agreed notions of quality, that is quality conventions, take shape, what actors have the 

normative power to impose one convention over another, and whether quality conventions is 

able to travel up and down the value chain.  

The micro level: 

The purpose of a micro-level analysis is to explain the determinants and dynamics of bilateral 

exchange as embodied in individual value chain links identified as value chain nodes which 

can be retail/consumption, lead firm, 1
st
 tier supplier, and 2

nd
 tier supplier. As there is no au-

                                                 

4
 The last two quality conventions will not be emphasized in this study are; inspirational quality convention of 

which quality is determined on basis of newness of products and the perception of actors genius, intuition, crea-

tivity and vision, and opinion quality convention where uncertainty about quality is resolved through mecha-

nisms of subjective judgment and/or reception by the public.  
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tomatic correlation between the dynamics of the inter-firm relationship served at one node in 

the chain and overall governance of the chain these must be analyzed separately.  

The meso level:  

As the nature of exchange at one value chain node is not enough to explain overall chain gov-

ernance the overall transmission mechanisms must be identified. The meso-level analysis ex-

amines how and to what extent micro-level aspects ‘travel’ up and down the value chain. It 

asks whether and how the type of coordination occurring at one node in the chain affects the 

transactions occurring immediately upstream or downstream (Bair and Palpecuer 2015: 

5).The factors that shape transmissions can be related to regulation or to local, national and 

regional institutional features can have an imprint. The important lesson to be learned at the 

meso level is that the nature of exchange due to differing transmission mechanisms at one 

value chain node is not enough to explain overall chain governance (Ponte & Sturgeon 2013).  

The macro level: 

The macro-level focuses on the issue of ‘polarity’ in overall governance of GVC. In unipolar 

chains power resides in mainly one functional position in the value chain, in this section we 

talked of these as being dominated by lead corporations either buyer or producer-driven. In 

multipolar chains governance is shaped by the explicit strategic actions of powerful actors 

both inside and outside the chain. Hence, the level of drive is higher for unipolar than for mul-

tipolar chains.  

This approach to GVC governance theory thus build a ‘whole-chain’ framework for GVC 

governance that can explain the structure of GVCs in terms of the functional division of labor, 

as well as the creation, allocation and distribution of value. This to explain what determines 

the inclusion/exclusion of actors as well as the processes of upgrading or downgrading of 

supplier competences. The focus of polarity allows a plurality of drivers and driving mecha-

nisms of governance to be considered. The framework will be used to sketch how other actors 

besides corporations can influence GVC governance and how macro level dynamics such as 

regulation, institutions and business cultures can shape governance serving as an important 

point of departure for making sense of the complexity and variation of interactions between 

actors observed in GVC governance and the characteristics of these interactions (Ponte & 

Sturgeon 2013). Powerful factors and actors external to the DDVC, i.e. non-corporate actors, 

can shape governance through the impact of regulation, lobbying, civil society campaigns and 
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third party standard-making. States can impact governance of the DDVC by enforcing regula-

tions, multilateral institutions can enforce regulations and a platform for negotiating terms of 

international trade, consumers can shape governance through their purchasing decisions, and 

NGO’s can through its programmatic efforts influence governance through awareness crea-

tion (Ponte and Sturgeon 2014). 

2.1.5 Sum up of Main Points of GVC Governance  

The above review situated the three stages of interpretations of GVC governance. Governance 

as driving and coordination share the premise that power is centered within lead corporations 

of GVCs holding power over other actors. Hence, they have to a large extent assumed gov-

ernance to be a function of variables internal to the chain either in the form of the firm’s char-

acteristics (Gereffi 1994) or the nature of the production processes (Gereffi et al 2005). Critics 

argue this to exhibit a too excessive linearity and neglect of the broader environment of which 

value-adding activities are performed and the consequences of these environments which can 

have profound effects on value chain governance (Bair & Palpecuer 2015). Hence, the study 

of GVCs has been limited to the study of interactions internal the value chain neglecting ef-

forts of actors, including states, to influence how corporations organize their activities within 

and across borders and how they interact with other corporations (Bair & Palpecuer 2015). 

The normative foundations of the governance debate which characterized governance as nor-

malization allows power and agency in global value chains to be analyzed as embedded net-

works and mobilize a networked conception of power providing new insights into how global 

production, trade and consumption are organized and how this impacts economic outcomes 

on various scales. Refocusing the attention away from how power relations originate and are 

transformed by strategies, techniques and 

practices inside the firm as well as beyond 

does not imply that focus should be shifted 

away from the relational, networked and 

institutional qualities of how power is gen-

erated and ultimately exercised (Hess 

2008). If power instead is thought of as 

being more relational and networked, it 

opens up for the opportunity to consider 

contingent, politically contested nature of 

global value chains and possibilities for 

Figure 2: The Three Spheres of Sustainability 

Source: Libguides (2015) 
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various constellations of actors to change their fortunes and achieve their respective goals 

(Hess 2008, 455-456).  

While important insights of GVC governance have emerged at all three stages of interpreta-

tion the study of global industries and their respective value chains have revealed that the ef-

fects of economic globalization on the structure of the global economy in the forms of GVCs 

reveal no path dependency and depend in some part on the technical and business character 

that prevail in specific industries, the relative power of firm and non-firm actors in the chain, 

and the social and institutional characteristics of the places where the tendrils of GVC gov-

ernance are rooted and projected (Ponte & Sturgeon 2008: 217). Ponte & Sturgeon argued 

along this line for a much broader and flexible framework of GVC governance which could 

link key theoretical insights from various literature and disciplinary fields (2008: 196). Ponte 

& Sturgeons modular-theory building approach to GVC governance theory will serve as a 

cornerstone in understanding how overall GVC governance is mutually constituted by micro, 

meso factors and broader institutional, regulatory and societal processes i.e. macro dynamics.  

2.2 Governing Sustainability through Regulatory Standard-setting  

In the last few decades a large amount of both research and practice concerned with sustaina-

bility have been witnessed. A generic topic is the understanding that governance is fundamen-

tal to achieving a transition towards more sustainable forms of development (Hillon 2006). In 

the ‘Bundtland Report’ in 1987, ‘sustainable development’ was defined as ‘development that 

meets the needs of the present without compromising the ability of future generations to meet 

their own needs’ (WCED 1987, 43). According to Andonova & Hoffmann (2012) globaliza-

tion has led to the marketization of politics and society, these globalization dynamics coupled 

with the recognition of the multi-scalar nature of environmental problems has altered the 

Westphalian view of state sovereignty and resulted in the proliferation of actors as authorita-

tive agents undertaking actions for the environment (2012). 

As sustainability is interrelated within social, economic and environmental systems address-

ing all aspects of sustainability within one policy is close to impossible. Bair & Palpecuer 

explains governance of sustainability issues as an involving and incomplete process where 

various groups of stakeholders, including NGOs, labor unions and local community groups, 

persist in challenging corporate control over the global value chain (Bair and Palpecuer 

2014).  Hence, SSGs are an example of RRS and an outcome of TNG.  
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Table 1: Different forms of sustainability standards and guidelines  

Source: Abbott & Snidal 2009, Fransen 2012  

 

The table above summarizes the different forms of SSGs which distinction will be important 

to emphasize. While standards, corporate or multi-stakeholder initiative (MSI) driven, refer to 

the specific mandatory controls required to fulfill the standard often resulting in a certification 

or the ability of supplier to enter a given value chain, guidelines are more recommendations of 

best practice.   

While a large amount of literature has provided insights into how SSGs, especially standards, 

are governed internally and how they achieve regulatory authority, this section will move a bit 

beyond this traditional discussion and focus on how the multiplicity of SSGs create complexi-

ty in governing sustainability. First, it will identify the concept sustainability as arbitrary; sec-

ond how the multiplicity of SSGs within a policy domain competes for rule-setting authority; 

third how selecting a policy focus implicates a trade-off between specialization and compre-

hensiveness, and lastly how maintaining credibility of the internal governance of the standard 

while improving accessibility and fostering continual improvement creates a ‘devils triangle’ 

of certification.  

2.2.1 The Conceptual Arbitrariness of Sustainability 

Literature on sustainability movements observes that despite the range of possible appeals for 

achieving a greater degree of sustainability, there is currently no underlying notion or strategy 

that can serve as a singular unifying focus (Buttel 1997). Christen & Schmidt (2012) refers to 

this as a sustainability discourse with a wide disagreement amongst scholars and practitioners 

about the idea of sustainability resulting in arbitrariness and loss of action guiding power. The 

arbitrariness in the understanding of sustainability, which are based on vague assumptions on 

what is to be sustained are shown by the multiplicity of SSGs and policy strategies (2012, 

400). Especially the social and environmental pillar of sustainability is found to be treated 

separately. A major concern is that the Bundtland-definiton (WCED 1987, 43) is simply too 

Corporate-driven 

programs 
Multi-stakeholder initiatives IGO initiatives 

Programs governing social 

and/or environmental standards 

of production that are exclu-

sively developed and governed 

by for-profit organizations. 

Hence, own practice is targets 

of regulation. 

Programs in which corporations volun-

tarily participate; agree on standards, 

implementation and enforcement proce-

dures for improvement of social and/or 

environmental conditions for production 

and supply-chain, and are subject to 

review on their efforts from outside 

parties.   

UN or OECD guidelines which 

have adopted norms for corporate 

conduct that aim to influence 

corporations directly, rather than 

indirectly through rules governing 

states. These operate through soft 

law rather than traditional hard 

law. 
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vague and includes abstract notions such as need which rather than offering a concluding so-

lution figure as a starting point for extended reflection (Christen and Schmidt 2012, 401). 

Christen & Schmidt (2012) argues that due to this conceptual arbitrariness sustainability loses 

its ambition to steer action. If sustainability is conceptualized randomly, it cannot orientate 

our actions in a justifiable way. As long as a concept is used to validate whichever action, it 

does not serve to justify any action at all (2012, 401). Hence, it is argued that the concept of 

sustainability must be embedded into a theoretical frame. A theory of sustainability then de-

clares and justifies the principles of the concept and because of its action-guiding power, al-

lows for its transformation into practice by not only asking ‘What is to be sustained?’ but also 

‘How can it be sustained?’(Christen and Schmidt 2012, 401). The challenge become to navi-

gate amongst the overwhelming amount of theories related to the topic of sustainability. 

Christen & Schmidt (2012) refers to this as the sustainability problem which entails a dilem-

ma which needs to be addressed by both grasping the objectives sustainability aspires to ful-

fill, as well as the empirical constrains within these goals are to be accomplished.  

 

The objective of sustainability is written in Sustainability’s normative principles of justice and 

is based on the premise of the Bundtland report definition that every human being has the 

right to live a decent life. The normative foundation cannot be empirically proven but must be 

explored in rational discourse. Hence, referring only to the normative principle will not be 

sufficient to understand the sustainability problem. The Bundtland reports statement that the 

Figure 3: Formal framework for conceptions of sustainability 

Source: Christen & Schmidt (2012) 
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environment does not exist as a sphere separate from human actions, ambitions and needs 

emphasize the social and the natural to be two interrelated systems. Hence, there is a need to 

address the integrative principle of sustainability which states the conditions of the world 

under which the normative principles ought to be achieved (Christen and Schmidt 2012, 405). 

Hence, the integrative principle of sustainability provides a context-specific description of the 

nature-society system. While both the normative and the integrative principle of sustainability 

should provide the core idea of sustainability. It is furthermore necessary to assess the criteria 

for sustainability. It must be identified what has to be sustained and ensured which can be 

done by asking the what questions of sustainability which should be complemented by criteria 

figuring as instruments to operationalize and monitor management of sustainability which 

should indicate the minimum requirements that sustainable development has to satisfy. 

Hence, this serves as a basis for measurable indicators enabling decision-making as well as 

guidance for actions to be taken to meet the practical challenges.  

Lastly, the transformation of sustainability into practice is guided by the question of how do 

we guarantee sustainable goods and how do we satisfy the minimal requirements of sustaina-

bility? (Christen and Schmidt 2012, 406). These instruments can be introduced as a set of 

instrumental rules that do not depend exclusively on internal resources, but also depend on 

external conditions with individual and societal relatedness […] emphasizing the demand for 

collective action as ‘sustainable development cannot be achieved without governance because 

of its nature: to foster common goals by collective action’. Nevertheless, a social learning 

process accompanies the developing and sustaining of the capacity of different authorities, 

experts or interest groups to negotiate goals and translate them into practice (Christen and 

Schmidt 2012, 406). Hence, the ultimate goal of this framework is to structure the discourse 

within sustainability and to balance scientific assessments with practical insights with the ul-

timate purpose to create instruments, such as SSGs for the implementation of the sustainabil-

ity idea. 

2.2.2 Regime Complexity 

This arbitrariness is as reflected in the multiplicity of policies and SSGs which according to 

Christen & Schmidt (2012) constrain the action-guiding power of governing sustainability 

concerns.  Smith & Fischlein (2010, 514) explains how competition between SSGs reflects a 

division between stakeholder groups, their interpretations of scientific evidence and their vi-

sions of how best to handle sustainability issues or balance them with other societal norms, 

i.e. rival governance. They explain how rival SSGs are often created by groups of stakehold-
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ers which have been excluded from existing schemes or feel disadvantaged as an attempt to 

create an initiative closer to their ideal.  Hence, social and environmental outcomes become a 

moving target under competition, while the policy options are numerous their effectiveness is 

contingent on the competitive dynamics between schemes (Smith and Fischlein 2010). 

Overdevest et al (2014, 22) explains along similar lines the problem of regime complexity as 

the proliferation of regulatory schemes operating in the same policy domain, supported by 

varying combinations of public and private actors. According to this literature the competition 

between regimes can promote productive experimentation by actors pursuing different ap-

proaches, reducing the risk of failure of any single institution, stimulate cross-fertilization and 

horizontal learning, and enhance accountability by creating new opportunities for disagreeing 

parties to challenge existing rules (Overdevest and Zeitlin 2014).  

Governance is here dependent on strategic uncertainty, a situation in which actors do not 

know their precise goals or how best to achieve them ex ante but must discover both in the 

course of problem solving, as well as on a polyarchic or multi-polar distribution of power, 

where no single actor can enforce a unilateral solution (Overdevest et al. 2013, 26).  

Overdevest el al. (2013) employ the principles of an experimentalist regime to identify the 

variety of pathways and mechanisms which promote productive interactions in regime com-

plexes. Experimentalist governance is understood as a recursive process of provisional goal 

setting and revision based on learning from comparison of alternative approaches to advanc-

ing these in different contexts. The experimentalist regime involved four elements in an itera-

tive circle, which is demonstrated below (Overdevest et al. 2014, 25).  

The multi-level governance form of the experimentalist can be performed through a variety of 

possible institutional arrangements and consists of no one-to-one mapping of governance 

functions specific to institutional mechanisms or policy instruments, and vice versa. However, 

issues of too many participants with sharply different perspectives on how to solve complex 

transboundary issues may make it hard to reach an initial agreement on common framework 

goals which is fundamental according to the first element of the experimentalist regime.  

Whereas both Smith & Fischlein (2010) and Overdevest & Zeitlin (2012) focus on complexi-

ty and rivalling within specific SSGs and how these may create positive interactions, Auld 

(2013) moves beyond this focus towards how the inclusion of programs with dissimilar policy 

foci may prove beneficial in addressing all aspects of sustainability.   
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Figure 3: The multi-level governance structure of the experimentalist regime  

Source: Overdevest et al. 2013 (own table) 

 

 

2.2.3 The Paradox of Specialization versus Comprehensiveness 

Auld explains how in setting standards for RBC, sustainability standards create issue bounda-

ries delineated by the focus of their standards (Auld 2014).  

From a problem-oriented perspective, the necessity to interact between programs with differ-

ent policy foci to address highly complex sustainability issues reveals the necessity to move 

beyond the sole focus of  how competitive interactions between programs with similar policy 

foci shapes governance towards including how coordination between programs of dissimilar 

policy foci may prove beneficial in addressing all aspects of sustainability. As environmental 

and social issues are not only transboundary, but also complex, multifaceted, and interrelated 

within social and ecological systems it would be highly difficult for one policy to capture. 

Auld (2013) highlighted that in order to understand the implications of a policy focus the 

trade-off between specialization and comprehensiveness must be considered. One the one 

hand, selecting a program that chooses to specialize and focus on a narrow problem will face 

reduced administrative costs, but may neglect important problem interactive effects for other 

governance initiatives. On the other hand, a program taking a comprehensive approach will be 

better able to manage complex, across problem interactions and to address potential policy 
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interactive effects. When these interactions are extensive, programs confront trade-offs: de-

velop as comprehensive with a broad policy focus and take on higher internal administrative 

costs or undertake mechanisms to facilitate across-program coordination (Auld 2013).  

This implies that by creating new boundaries at the intersection and margins of the policy 

issues programs address, new coordination challenges emerge. While, it appears that coordi-

nation between programs will enhance costs, whether these costs will be unreasonably high 

needs to be analyzed more in depth. However, even if costs are lower than expected it appears 

that continuous coordination seeking is not always beneficial for two reasons. First, competi-

tion may actually broaden the use of the standard within sustainability governance, whereas 

coordination of these might actually lead to the common lowest denominator standard. Sec-

ond, as standards do not and cannot cover all production practices this incomplete coverage 

may overshadow and obscure the costs of the policy and policy interactive effects (Auld 

2014, 142).  

2.2.4 The ‘Devils Triangle’ of Sustainability Standards 

Bush et al.’s (2013) framework has been developed to explore how maintaining credibility of 

singular sustainability standards while improving accessibility and fostering continual im-

provement creates a ‘devils triangle’ of certification
5
 (see figure 1) which is comprised of 

three edges of dynamics: credibility, continuous improvement and accessibility. This frame-

work applies to sustainability standards and the certification that applies once the standards is 

successfully implemented.  

Credibility refers to the aim of the standards 

to build the legitimacy of which it is depend-

ent through recognition of actors operating 

within the value chain. Those affected by 

the certification therefore need to accept its 

authority as a regulatory institution. While 

credibility is often build through the sus-

tainability standards’ science and govern-

ance the organization come under pressure 

on certain issues. Bush et al. (2013) identi-

                                                 

5
 The Devil’s Triangle was developed in an empirical study of the MSC label.  

Figure 4: The Devil's Triangle of Sustainability standards 

Source: Bush et al (2013) 
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fied such pressures as access for developing world i.e. smallholders and demonstrating per-

formance.  

Continuous improvement refers to the systematic review and documentation of practices that 

show measurable improvements, this occurs at two levels: The first is the tactical or opera-

tional level, measured through a set of performance indicators. The second level is the strate-

gic or system level which refers to the continual adjustment of overarching ambitions. Tacti-

cal level improvements are under the direct influence of the wider strategic level ambitions, 

while the strategic ambitions are influenced by a combination of external developments and 

internal motivations. What needs to be identified here is the level and scope of communica-

tion. Bush et al (2013) identified how the process of continual improvement within the MSC 

took place within the assessment process which was not been communicated externally. 

Hence, the external communication was limited to the MSC label as a binary pass/fail com-

pliance of fisheries despite internally being a metric system that demonstrates continual im-

provement (Bush et al. 2013, 291).  

Accessibility refers to the aim of sustainability certifications to increase sustainability within 

the field they address. However, maintaining credibility of the sustainability certification im-

plies that the corporate actors certified according to the scheme must be compliant with the 

listed conditions.  The challenge is that producers facing procedural injustices, such as insuf-

ficient technical knowledge, systemic lack of financial resources and weak support from gov-

ernment institutions for regulation and management, experience a lack of capacity for com-

plying with the conditions of the certification scheme which lead to de facto exclusion (Bush 

et al 2013). Bush et al. (2013) explains that to overcome such barriers the sustainability stand-

ards have to partly shift their current focus on substantive aspects of sustainability to proce-

dural issues of access and equitability.   

This creates a paradox. On one hand, the externally driven differentiation to recognize sus-

tainability below and beyond the certification standard may reward higher ambitions for sus-

tainability and provide opportunities for including actors facing compliance issues through the 

provision of funding opportunities and market access, but the consequences may be the un-

dermining of the scheme itself which may erode its credibility (Bush et al. 2013, 291–292). In 

order to balance the ‘devils triangle’ attention must be paid towards addressing the inter-

nal/external differentiations that threatens the credibility of sustainability certifications. 
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2.2.5 Sum-up of Main Points of Governing Sustainability  

The above review of governance of sustainability standards introduced four approaches to 

governance of sustainability. As stated in the introduction to this second track of the literature 

governance is fundamental to achieving a transition towards more sustainable forms of corpo-

rate practices. However, as sustainability is interrelated within social, economic and environ-

mental systems addressing all aspects of sustainability within one policy is close to impossi-

ble. This was elaborated by Christen & Schmidt who argued that despite the range of possible 

appeals for achieving a greater degree of sustainability, there is currently no underlying notion 

or strategy that can serve as a unifying focus. This is furthermore resembled in the multiplici-

ty of SSGs available within the field of sustainability which this thesis categories into three 

different forms; corporate-driven programs, multi-stakeholder initiatives and IGO initiatives. 

Hence, the argument put forth by Christen and Schmidt (2012) was that due to the conceptual 

arbitrariness of sustainability, actors assessing the criteria for sustainability needed to include 

both the normative principles of sustainability as well as the context-specific integrative prin-

ciples of sustainability. While Christen and Schmidt (2012) emphasized the demand for col-

lective action in addressing sustainability concerns as well as the capacity of different authori-

ties, experts and/or interest groups to negotiate goals and translate these into practice, their 

discussion did not offer any in depth analysis of how these authorities is able to influence RSS 

schemes in workings towards defining sustainability. A large debate has concerned how SSGs 

are competing for rule-setting authority. Smith & Fischlein (2010) argues how SSGs compete 

to define the rules of sustainability performance i.e. rule-setting authority and refers to this as 

rival governance. Overdevest & Zeitlin (2014) argues how SSGs increasingly face the prob-

lem of regime complexity in which a proliferation of SSGs operating within the same policy 

domain is supported by varying combinations of public and private actors. Competition be-

tween schemes could result in actors attempting to pursue self-interested goals and particular-

istic advantages, on the other hand it could generate more positive interactions between paral-

lel or overlapping institutions promoting productive experimentation by actors pursuing dif-

ferent approaches, reducing the risk of failure of any single institution, stimulate cross-

fertilization and horizontal learning, and enhance accountability by creating new opportunities 

for dissatisfied parties to challenge existing rules. While the experimentalist regime provides 

an analytical framework for evaluating transnational governance interactions and ultimately 

resembles a convergence or at least partial convergence of policy preferences and beliefs 

among key actors in a specific sector or value chain, it lacks a more profound discussion of 

the mechanism and drivers behind such convergence.  
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Thus, in order to determine the effectiveness of transnational regulation the interactions be-

tween the various actors have to be explored in order to explain how regulatory initiatives are 

forged, stabilized, challenged and transformed. Several scholars highlight how positive inter-

actions between actors in transnational regulation can result in mutual adjustment, learning 

from experience and increased accountability of schemes to one another and to external audi-

ences rather than fragmentation (Overdevest et al 2013, Eberlein et al. 2014).  

Auld (2014) moved beyond the focus of SSGs with similar policy foci to explain how policies 

with dissimilar policy foci may prove beneficial in addressing all aspects of sustainability. He 

argued the importance of grasping how the selection of a comprehensive or a specialized poli-

cy focus experience trade-offs such as increased administrative costs for a comprehensive 

focus, whereas a specialized focus will be criticized as this may neglect important aspects of 

sustainability. However, contrary to Smith & Fischlein (2010) and Overdevest & Zeitlin 

(2012) Auld do not focus exclusively on the positive aspects of interactions, what he refers to 

as coordination, but argues that continuous coordination seeking is not always beneficial due 

to the risks of creating a regulatory race to the bottom whereas competition might do the op-

posite.  

Furthermore, Auld argues that standards do not and cannot cover all production practices, 

broadening these into a one size fits all may overshadow and obscure the costs of the problem 

and policy interactive effects. Hence, he argues well in line with Christen & Schmidt (2012) 

how sustainability governance due to its conceptual arbitrariness should be balanced with 

practical insights.  

Bush et al (2013) explored how to maintain credibility of internal governance of the standard 

while improving accessibility and fostering continual improvement creates a ‘devils triangle’ 

of certification which is comprised of three edges of dynamics: credibility, continuous im-

provement and accessibility. While this framework shares the rationale of continuous im-

provement with the experimentalist regime what distinguishes the two frameworks is that 

while the experimentalist regime focuses on identifying the variety of pathways and mecha-

nisms which promote productive interactions in regime complexes, the Devils triangle ex-

plores the paradoxes such interactions creates.  
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2.3 Combining the Tracks: Contested governance of sustainability in GVC 

Merging the two theoretical tracks previously outlined into a combined track enables a useful 

framework for which the concept of contested governance can be employed as a tool for ana-

lyzing how contestations between corporate and non-corporate actors on sustainability con-

cerns related to environmental and/or human rights issues shape governance within the 

DDVC. In order to introduce the concept of contested governance a neo-Gramscian perspec-

tive will be introduced. Gramsci used the term ‘hegemony’ to refer to the relative stability of 

a social order organized on the basis of asymmetrical relationships between a dominant alli-

ance of economic, state and civil society actors (Bair and Palpacuer 2015, 9). Levy (2008) 

used Gramsci’s concept of hegemony to explain why weaker groups agreed to participate in 

GVCs in which they have little influence 

of the rules of the game and do not gain an 

equal share of the benefits. Levy (2008, 

945) emphasized how GVCs should be 

viewed as ‘contested fields’ integrated in 

economic, political and discursive systems 

characterized by contestation as well as 

collaboration among multiple actors, in-

cluding corporations, state and internation-

al agencies, NGOs, and industry associa-

tions, each with their own interests and 

agenda.  By applying a neo-Gramscian 

notion of hegemonic stability in GVCs 

Levy sought to illuminate the process by 

which actors grant consent, at least contingently, to a set of arrangements where authority 

and rewards are distributed asymmetrically, the contingency of hegemony points to the poten-

tial for strategic agents to challenge GVCs and highlights the political nature of ensuing con-

testations (Levy 2008, 951). The concept of contested governance thus relates to the discur-

sive system characterized by contestations among multiple actors, both corporate and non-

corporate, who engage in continuous struggle over the governance of GVCs each character-

ized by their own interests and agenda within the rubric of sustainability (Bair and Palpacuer 

2015; Levy 2008). Understanding GVCs as contested fields of which SSGs are used as gov-

Figure 5: Contested governance 
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ernance tools provides new theoretical insights to the discussion of governance of GVCs and 

how this is shaped.  

As the previous outline of the two theoretical tracks on both governance of GVCs and gov-

ernance of sustainability revealed their respective governance is a continuant object for con-

testations by a multiplicity of actors. In order to demonstrate how stability of sustainability 

governance within GVCs is both contested and maintained it requires gaining insight into the 

relationship between material and discursive dimensions. Hence, an analysis of the continu-

ous processes by which these are constituted and challenged will be provided.  

This furthermore implies that the two theoretical tracks must be applied to the empirical evi-

dence provided by the case study of the DDVC prior to a discussion on how contestations on 

sustainability concerns shape governance within global value chains. This rationality is illus-

trated in figure 6 which indicates that while acknowledging that contested governance is a 

phenomenon which is constituted within the concept of governance and that both theoretical 

tracks are constituted by their interaction; grasping contested governance of sustainability 

within global value chains requires a specific understanding of how governance is shaped 

within the specific fields of sustainability and within the GVC. This follow the argument pro-

vided by Levy (2008, 955) that structures play an important role in stabilizing fields at the 

level of GVCs by reproducing particular ideologies and by generating the economic incen-

tives required to induce cooperation from a diverse set of actors. Hence, analyzing how and 

by whom sustainability governance is shaped within DDVC. In contested GVCs industry of-

ten uses economic resources to pursue discursive strategies alongside other forms of political 

activity, thus building legitimating ideologies and governance structures to support particular 

economic arrangements. A neo-Gramscian perspective on contested GVCs highlights the mul-

tiple dimensions of hegemonic structures and the potential for subordinate groups to develop 

coordinated strategies that take advantage of tensions and points of leverage in a complex 

socioeconomic system (Levy 2008, 956) The effective deployment of strategic power requires 

a detailed analysis of GVC structures and processes. MNCs operating across national 

boundaries are particularly vulnerable because they provide ‘opportunities’ for interests 

groups to identify practices used by the firm in some country that may be unacceptable in 

another country and to use those as a rallying point (Bair & Palpecuer). 

In this way, theoretical insights of the structures beneath the changing dynamics of govern-

ance within both fields applied to empirical evidence will offer sufficient material to situate 
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the extent to which sustainability concerns between corporate and non-corporate actors shape 

governance in GVCs. According to Levy (2008) such contestations helps to explain the coex-

istence of contradictory trends in the global economy. On one hand, corporations have taking 

on a plethora of initiatives from conducting annual reports to adhere to a multiplicity of vol-

untary SSGs to define social responsibilities. On the other, inequality is rising and issues of 

trading down have become more prominent than ever. These contradictory trends can be un-

derstood as manifestations of a shifting balance of forces as actors engage in strategies and 

counterstrategies at multiple levels across a complex economic and discursive terrain (Levy 

2008, 958). In order to demonstrate the process of contested governance by which corporate 

and non-corporate actors seek to contest and/or maintain governance of sustainability con-

cerns within global value chains the processes of which GVCs are governed and sustainability 

governance must be treated separately. 

Figure 4: The Analytical Framework 

Source: Author’s own  
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The figure below illustrates how contested governance can be explained as a process occur-

ring in the friction area between GVC governance and sustainability governance (The Devil’s 

triangle of sustainability) i.e. how unstable and constantly evolving compromises are emerg-

ing between corporate and non-corporate actors under conceptions of sustainability (Bair and 

Palpecuer 2015).  

This in order to examine how unstable and constantly evolving compromises are emerging 

between corporate non-corporate actors under the rubric of sustainability as well as the con-

crete practices through which such compromises are forged, stabilized, challenged and trans-

formed (Bair and Palpacuer 2015, 16).  

To answer the first sub-question: How do corporate and non-corporate actors in the DDVC 

shape its governance? 
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This thesis deploys a framework for analysis developed by Ponte & Sturgeon (2008) referred 

to as the modular-theory building approach to GVC governance theory with the purpose of 

sketching the overall governance characteristics of how corporate and non-corporate actors in 

the DDVC shape its governance. The main purpose of this is to unpack the structures of how 

power and coordination between corporations are created, maintained or contested within the 

DDVC via the establishment of quality conventions. Uncovering these structures will allow 

important insights to be made into how and by whom governance is shaped within the DDVC.  

In order to answer how corporate and non-corporate actors shape its governance within the 

DDVC the question of how governance is constituted by micro-, meso- and macro-dynamics 

must be addressed. Ponte & Sturgeons (2008) modular theory building approach enables a 

‘whole chain framework’ which helps to explain relevant observations such as the functional 

division of labor, the creation, allocation and distribution of value, the processes of inclusion 

and exclusion, and upgrading and downgrading trajectories. This framework is explained in 

section 2.1.4. 

This will be done by examining DDVC linkages across nodes of the value chain to state 

whether dominant conventions ‘travel’ a long a chain, what makes them travel, and what ac-

tors have the normative power to impose one convention over another beyond a single value 

chain node. Identifying the meso-bridge between the micro-level explanations of linkages and 

the macro-level governance of value chains will be necessary for grasping how corporate and 

non-corporate actors shape its governance in the DDVC.  

To answer the second sub-question: What have been the main implications for addressing 

sustainability concerns and how are these identified in practice? 

While the above analysis analyzed how governance is shaped within the DDVC this second 

part of the analysis will examine the main implications for addressing sustainability concerns. 

In order to answer this question, it must be split in two. The first part of this question what 

have been the main implications will be answered by conducting a foundational layer analysis 

which is the main part of Christen & Schmidt’s (2012) framework for conceptions of sustain-

ability, explained in section 2.2.1. Answering what is to be sustained becomes fundamental 

for this analysis in order to grasp the objectives sustainability aspires to fulfill as well as the 

empirical constrains within these goals.  This analysis will take a step-by-step approach in 

addressing the normative principle of justice which are the universal principles stated in inter-
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national conventions, how these should be addressed i.e. the integrative principle of sustaina-

bility and lastly, how these are reflected in the criteria for sustainability. 

The first part of this question will thus provide a descriptive background analysis for analyz-

ing the second part of this question how are these identified in practice which will be ana-

lyzed by applying Bush et al (2013) framework of the ‘devils triangle of certification’ ex-

plained in section 2.2.4. For this analysis, this framework will be modified to explore the par-

adoxes created within the GVCs and whether sustainability governance directed by sustaina-

bility criteria is shaped in a process of maintaining credibility. The three components of Bush 

et al (2013) framework will be modified accordingly. Hence, credibility will refer to the ac-

ceptance and acknowledgement of the operations in the DDVC through recognition of actors 

operating within the value chain. Continuous improvement will refer to the attempts to main-

tain the DDVC credibility by performance indicators at the tactical level and continual ad-

justment of overarching ambitions at the strategic level. Lastly, accessibility refers to the ex-

tent to which the sustainability criteria increase sustainability criteria within the field they 

address or whether there is a need to partly shift focus on substantive aspects of sustainability 

criteria to procedural access and equitability.  

Hence, by analyzing how the DDVC in its efforts to create legitimacy of its environmental 

and social responsibilities is increasingly facing pressures related to accessibility and continu-

ous improvement. Bush et al. (2013) explains that in order to balance the ‘devils triangle’ at-

tention must be paid towards addressing the internal/external differentiations that threatens 

the credibility of addressing sustainability issues. Hence, assessing the extent to which such 

internal and external differentiations are threatening credibility of the DDVCs sustainability 

practices will be central in situating the extent to which contestations of sustainability con-

cerns between corporate and non-corporate actors shape governance in GVCs.  

3 Methodology  

In examining governance of global value chains through the study of sustainability govern-

ance, this paper rests on the scientific method used and important assumptions of how to ob-

serve, measure, and understand social reality. With the objective of this thesis, to analyze how 

contestations on sustainability concerns between corporate and non-corporate actors shape 

governance in global value chains, this section seeks to outline the philosophy of science and 

methodology that guides the workings of this thesis. This section will present the ontology 
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and epistemology as relating to critical realism, thereby justifying the related use of theory 

before introducing the methods used in applying the theory.  

3.1 Research Philosophy 

In order to analyze the highly complex phenomena of contested governance and the relation-

ship between corporate and non-corporate actors acting within the DDVC, assumptions about 

their nature must be made. The scientific approach of critical realism allows for a value-laden 

research of the relationship between corporate and non-corporate actors, while acknowledging 

actual facts to be social constructions resulting from worldview biases (Saunders et al 2012). 

The purpose of this thesis is to create awareness and arguably raise and identify biases in sus-

tainability governance with the purpose of contributing to an understanding of the social reali-

ty underlining contested governance (Neumann 2010).  

Like positivism, critical realism advocates that social reality is out there to be discovered. It 

differs from positivism as reality is seen as constantly shaped by social, political, cultural and 

similar factors (Neumann 2010). The critical science approach argues that social reality has 

multiple layers and that social reality is based on deep structures of power beneath the surface 

of causal observation.  Thus, critical realism encourages approaching the analysis of sustaina-

bility governance within the DDVC from different theoretical angles to uncover the structures 

beneath the surface of causal observation. 

In accordance with critical realism, the thesis assumes that change is rooted in the tensions, 

conflicts or contradictions of social relations, as it seeks to investigate the concept of contest-

ed governance by analyzing how corporate and non- corporate actors’ sustainability concerns 

shape governance (Neumann 2010).  

 The world is thus perceived as an open system and works to uncover structures that must be 

in place for a particular social phenomenon to make sense; this can be explained as ‘what 

must x be like for the world to make sense?’ In order to make sense of the real, objective rela-

tions that shape social relations, social situations must be questioned and placed in a larger, 

macro-level context (Neumann 2010).  

3.2 Theory and Methods 

While chapter two outlined this thesis’ Literature Review & Choice of Theory, this section 

focuses on explaining the method by which the theory is applied.  
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The initial idea for the thesis originated from the empirical observation that inherent conflicts 

exists between corporate and non-corporate actors in defining unifying methods for sustaina-

bility governance within the DDVC.  

This implies that the study is dialectic, as it is built on a continuous discussion between theo-

retical approaches of conflict or consensus or, as revealed in the Literature Review, contested 

governance. While research on conflict usually questions, why there is so much conflict and 

seeks to find hidden norms and rules that are the concealed sources of conflict, consensus 

theorists do the opposite, identifying the hidden norms and rules that maintain stability in so-

cial situations by asking why conflict does not pervade the social system (Abbott 2014). The 

pairing of conflict and consensus exemplifies a process of fractal heuristics which offers a 

variety of ways to rethink how to approach the research. As this thesis research question fo-

cuses on the extent to which sustainability concerns reveals a process of contested govern-

ance between corporations and non-corporate actors it would make sense to uncover the 

sources of conflict. Instead, this thesis seeks to question the concept of contested sustainabil-

ity governance by looking for hidden rules and norms that maintain or create stability in situa-

tions which more likely would pervade the social system (Abbott 2014).  

Instead of moving from theory to data (deduction) or data to theory (induction), this thesis 

applies an abductive approach to allow for both. The use of theory is crucial in critical social 

science, as researchers must use theories to dig beneath surface relations. As critical realists 

must test theory by first describing the conditions generated by underlying structures and then 

by applying that knowledge to change social relations, the theory used is often modified on 

the bases of its use. This implies that the test of an explanation is not static, and testing theory 

thus becomes a dynamic and ongoing process of applying theory and modifying it (Neumann 

2010). Using abduction to explain how contestations shape sustainability governance enables 

the analytical efforts of this thesis to move from the application of GVC and sustainability 

governance theory to explain how corporate and non-corporate actors shape governance of 

DDVC towards applying a more deductive approach allowing theory, to be tested and re-

vised. In order to explain, more general trends of contested governance in global value chains.  
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Figure 5: Abduction 

Source: (Sæther 1998) 

  

3.3 Research Design  

Critical realism recognizes that our knowledge of reality is a result of social conditioning and 

cannot be understood independently of the social actors involved (Neumann 2000). Due to the 

complexity of the studied phenomena and the explorative nature of this study, a qualitative 

method is chosen to. According to Yin (2009) for exploratory studies based on ‘how’ and 

‘what’ questions, a case study as a research strategy thus is ideal.  

As this study aims to uncover the concept of contested governance an in-depth case study was 

selected to uncover the dynamic interaction of multiple actors and organizations within the 

DDVC in order to illuminate the dialectical nature of corporate and non-corporate actors’ ap-

proaches to define corporate responsibilities (Levy 2008). A classic case study consists of an 

in-depth inquiry into the specific complex phenomenon, here the case, set within its real-

world context (Yin 2013). In order to allow for multiple levels of analysis, a combination of 

data and a hypothesis-generating outcome based in the empirical findings, case-studies be-

come appropriate methods when topics are either unexplored and relate to cross-border phe-

nomena (Yin 2009).  

As the case study intends to explore the underlying structures of the contested sustainability 

governance within the DDVC, an in-depth single case study was chosen over multiple, com-

parative case studies as this would be too comprehensive for the scope of this thesis. As value 

chains are inherently unique and diverse making generalizations is highly problematic. This is 

not to say that doing an in-depth case study of a specific value chain cannot generate interest-

ing perspectives as to how differing interpretations of sustainability shape governance in 

global agro-food value chains. The abductive approach to this study implies that the case 

study is used to test theories, revise theories if needed and apply theories thus allowing for 

‘falsification’, which either revise or reject theory if observations do not fit with the proposed 

theory (Flyvbjerg 2006).  
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This research relies on qualitative methods to reveal the social reality of sustainability gov-

ernance which can be uncovered or exposed by intense and directed questioning. Hence, both 

parts of the analysis rely on qualitative data. Case studies are in this sense useful as it devel-

ops a nuanced view of social reality as well as provides context dependent knowledge and 

feedback from those under study (Flyvbjerg 2006). The qualitative data was hence gathered 

through observation, qualitative semi-structured interviews and qualitative desk research.  

3.3.1 Case Selection 

As the main purpose of this thesis is to create awareness and arguably raise and identify more 

biases in shaping sustainability governance, the choice of using DDVC, as frame for the case 

study, was strategic in character. The strategic character of the DDVC is especially due to its 

largest corporate actor, Arla, which within the sustainability debate in Denmark have been 

both target for criticism as well as partner in developing new approaches to sustainable devel-

opment within the agro-food sector. This follows that Arla have a strategic importance in rela-

tion to the general problem indicating that the lessons learned could be transmitted to other 

cases facing similar issues (Flyvbjerg 2006). While, the case of governance of the DDVC 

could provide interesting insights into how governance is shaped by both corporate and non-

corporate actors.  

As a student assistant within the Danish Agriculture and Food Council at the time when this 

study was initiated, the selection of the DDVC as case was furthermore, based on the ease of 

access to case material as well as interviewees. Thus, their selection was based on their visi-

bility in discussing the issue of sustainability and their engagement with the value chain in 

question  (Hennink, Hutter, and Bailey 2011).  

This furthermore implies that the author had to be particularly careful that preconditioned 

knowledge did not result in analytical biases. While the critique may be that this may lead to a 

biased research, the possibilities of exploiting such advantage in terms of getting access to 

vulnerable information, elite interviewees and access to important events addressing these 

concerns, thus places the author in a favorable position to conduct research in a field which 

would be less accessible for others. In order to minimize biases and be as objective as possi-

ble, the interviewees selected represented broad and differentiated views of corporate respon-

sibilities,  
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Table 2: Interview Participant List 

 Organization Name Title Date 
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 Arla Foods Anna Flysö 
Life Cycle Sustainabil-

ity Manager 
16 September 2015 

Arla Foods Kasper Thormod Nielsen 
Director of Global 

Trade & Market Access 
16 September 2015 

Coop Denmark  Brian Sundstrup  Special Consultant CSR 21 August 2015 

N
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C
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GLOBAL CSR Sune Skadesgaard Thorsen Founder & Director 14 September 2015 

KPMG Christian Honoré Partner, Senior advisor 10 September 2015 

Danish Agriculture & 

Food Council 
Jan Laustsen 

Director Trade & Mar-

ket Relations 
14 December 2015 

S
ta

te
 a

ct
o

rs
 The Ministry of For-

eign Affairs 
Tine Blaakaer Welzel Policy consultant 26 October 2015 

Mediation and Com-

plaints-Handling 

Institutions (MCHI) 

Mads Øvlisen Chairman 4 November 2015 

N
G

O
s 

Care Denmark Line Gamrath Rasmussen Program Coordinator  29 October 2015 

ActionAid Denmark Troels Børrild Policy advisor 9 September 2015 

WWF Denmark John Nordby Conservation chief 8 October 2015 

B
ac

k
g

ro
u
n

d
 i

n
-

te
rv

ie
w

s 

CSR Praksis Maja Rosenstock 
Ph.d. CSR . ‘How Hard 

Can It be?’ 
18 September 2015 

Danish council for 

CSR 
Kim Christainsen 

Expert member of 

Danish Council for 

CSR 

4 August 2015 

Danish Initiative for 

Ethical Trade 
Elsebeth Dam Nordlund 

Head of Knowledge 

and Learning 
9 October 2015 

 

These have been selected on the basis of their continuous participation in conferences and 

their straightforward approach in addressing sustainability concerns furthermore some inter-

views were conducted on the basis of recommendations from other interviewees. 

As indicated in the research question these are split into corporate and non-corporate actors. 

By corporate actors, this thesis refers to corporate actors within the DDVC that is retailers, 

dairies and suppliers.  The non-corporate actors will be NGOs, public authorities, business 

associations and consultancy agencies seeking to influence and/or explain governance. The 

proceedings of the qualitative interviews will be addressed in section 3.4.1.  

3.4 Data Collection 

The empirical data from this thesis is mainly based on primary sources through participant 

observation as well as personal semi-formal interviews, whereas one was conducted by tele-

phone. The 11 semi-structured interviews were conducted with 11 representatives from the 
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individual organization and were considered elites within their fields. 9 of them were consid-

ered elites when it came to sustainability, whereas two of them were elites within the field of 

trade. Although these two had a very well-founded knowledge of the issues related to sustain-

ability.  Three background interviews were conducted in order to broader insights into the 

field of sustainability.  

3.4.1 Passive Participant Observation 

Passive Participant Observation is both an overall approach to inquiry and a data-gathering 

method. To some degree, it is an essential method of all qualitative studies. As the name sug-

gests the passive participant observation demands firsthand involvement in the social world 

chosen for the study while being a passive observer (Hennink, Hutter, and Bailey 2011). The 

following conferences were attended providing useful background information for as well as 

allowing me to more specifically identify and network with key actors vying to define social- 

and environmental responsibilities for corporations. Participant observation was in this case 

especially relevant as the study was conducted within a field of which actors tends to disagree 

on the approaches to address sustainability concerns. Hence, gaining insights to these were 

useful in the later preparation for the semi-formal interviews.  

Table 3: Conference participation 

Conference Date 

Responsible Trade with Food Products 28 May 2015 

Ethical Trade with Food to Africa 12 June 2015 

Workshop on Sustainability as a Market Tool for the Danish Food Sector 17 June 2015 

CSR Conference Børsen 7 September 2015 

 

3.4.2 Qualitative semi-structured interviews 

The primary data collection method is semi-structured elite interviews with corporate and 

non-corporate actors. The semi-structured elite interview defined as the conducting of inter-

view of ‘elites’, which are considered to be influential, prominent, and/or well-informed in an 

organization or community are selected for interviews on the basis of their expertise in areas 

relevant for the research (Marshall 2006). 

Much of the preparations for the interviews were based on conference participation as well as 

on-line search of the interviewees’ field of expertise as well as organization. When conduct-

ing the interviews, I observantly followed the theme order in the interview guide. This was 
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done in order to secure a form of structure for the interview and to make sure a proper collec-

tion of knowledge was gathered. In situations where the interviewee naturally skipped the 

order of the interview guide, this order was continued to avoid interruptions, which could 

cause important knowledge to be lost. The interview guide was changed underway as each 

interview gave new perspectives and new knowledge, which required follow ups.  Further-

more, it was continuously adapted to the different actors’ position in the value chain (Mar-

shall 2006). All interviews conducted were recorded and transcribed, except the background 

interviews. The interviews were conducted and transcribed in Danish and the citations used in 

this thesis were carefully translated into English. The interviewees had to read and agree to 

their statements.  

The advantages of conducting semi-structured interviews are that it grants research the neces-

sary flexibility and openness, which allows for in-depth critical case studies to be made. This 

enables valuable information to be obtained due to the participants insights into the field of 

sustainability and sustainability governance (Yin 2009). 

The disadvantages of interviewing elites is that these are often difficult to get access to and 

the interviewee as a result of his/her position is used to being interviewed by media or other 

researchers which often puts them in a favorable position to adapt the planned structure of the 

interview to the wishes and predilections of the ‘elite’. In order to account for this, the ques-

tions introduced to the participants prior to the interview were very open in scope, allowing 

questions to be asked for which the interviewee was not prepared (Marshall 2006). 

Furthermore, as the quality of the elite interviews is very dependent on the ability of the inter-

viewer to establish competence and credibility, the interviews conducted were both improved 

and shortened as the researcher gained more knowledge as well as experience. While the cri-

tique of the elite interview is that elite individuals are biased in their viewpoints, this serves as 

a benefit for data collection in this thesis as the purpose is to identify such biases of corporate 

and non-corporate expectations to sustainability governance. 

3.5 Limitations  

In this section a  few assumptions and limitations will be listed which will account for timeli-

ness of topic, case selection and interviews, selection barriers in choice of theory, timing is-

sues as well as link to future research.  The recent implementation of the Sustainable Devel-

opment Goals highlights the International Community’s commitment to address global sus-

tainability concerns which makes the timing of this study interesting.  
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While the case and interviews were easily accessible due to the time limits of this thesis, of 

which it came to my attention that the data material collective was excessive. Smaller datasets 

would have allowed going more into depth with specific cases and topics of contestations, 

which would have been interesting and furthermore, added more to the understanding of the 

concept of contested governance. 

4 How to Shape Governance in the Danish Dairy Value Chain 

The complexity of governing sustainability in value chains stems not only from the changing 

market practice dynamics, which have resulted in non-corporate actors having an increasing 

say in influencing how corporations organize their activities within and across borders and 

how they interact with other corporations, but also from the  discursive nature of sustainabil-

ity as a concept. However, in order to grasp how sustainability is governed within the DDVC, 

it must first be understood how corporate and non-corporate actors shape its governance and 

how sustainability criteria evolves and is transmitted within value chains.  

In order to enable a ‘whole-chain’ view of the DDVC, this chapter will analyze the micro and 

meso--level determinants of its governance in order to make sense of macro-level determi-

nants through the application of convention theory. The first section of this chapter will ana-

lyze the structures of the DDVC in order to explain 

the determinants and dynamics of bilateral ex-

changes in the DDVC at the value chain nodes from 

raw milk to dairies, from dairies to retail and from 

retail to consumer.  The second section analyzes the 

meso-level transmission mechanisms through the 

comparison between value chain nodes, in order to 

identify what conventions operate exclusively at the 

level of individual nodes, and what factors and with 

what ease these are transmitted between nodes in 

the chain. The third section, assesses the level of 

polarity within the DDVC in order to analyze the 

driving mechanisms of DDVC governance, with the 

purpose of assessing how both corporate and non-

corporate actors through macro-level determinants 
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can shape the governance of DDVC. 

4.1 Structure of Danish Dairy Value Chain – A micro-level perspective 

Value chain analyses are, complex by definition, and analyzing these in a global context has 

to be done with caution. As addressed in section 4, due to the timeliness of this study, this 

thesis will narrow its scope to the Danish dairy value chain with a limited focus on drinking 

milk products. In brief terms, the Danish dairy sector consists of the international dairy coop-

erative Arla, which is the largest dairy group in Europe, and 27 smaller dairy companies 

(DAFC 2015a) which primarily specialize in niche products (DAFC 2015b). The analysis of 

the governance of DDVC will draw on insights from the four dairy companies with the largest 

market shares; Arla, Thise, Naturmælk and Øllingegård. 

4.1.1 Farmers to Dairies 

What is specifically characteristic for the upstream part of the DDVC is its vertical integration 

into cooperatives. The cooperative structure of the DDVC implies that 95.1 percent of the raw 

milk produced is vertically integrated into direct deliveries to dairies. Arla and its farm own-

ers produce 92.2 percent of the raw milk supply, compared to Thise’s production of 1.86 per-

cent and Naturmælk’s 0.65 percent. 

The largest Danish raw milk producers and dairy enterprises function in cooperatives; their 

form of relationship is written in Agreements of Association. Danish raw milk producers 

commit to delivering their milk to the dairy company and to reinvesting a preconditioned 

amount of their earnings in the company, often on an annual basis; in return they achieve milk 

delivery security and a democratic vote in the management of the dairy cooperative (Arla 

2015c; LandbrugsAvisen 2015; Thise 2016). 

 

Table 4: Dairies & Company share 2014 

Source: (DAFC 2015b; Euromonitor International 2014; Thise 2016)  

Company Dairies Farms Milk bill.kg. Company Share 

Arla Foods (incl. Cocio) 26 3144 4550 58.5 % 

Thiese 1 75 92 7 % 

Naturmælk 1 31 32 1.4 % 

Øllingegård 1 11+ - 3.8 % 
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Such relationships provide direct access to the value chain, domestic as well as global, im-

proving the farmers’ position in gaining access to valuable competitive assets. However, the 

raw milk farmers’ access to the DDVC is dependent on their ability to meet the requirements 

of the cooperative, which, although decided in cooperation, also continuously change accord-

ing to new legislation and new knowledge. This furthermore implies that actors unwilling to 

accept the conditions and increased costs which accompany them are excluded (Gibbon and 

Ponte 2005).  

The cooperative structure of the DDVC dates back to 1882, when the first dairy cooperative 

was created in Hjedding. The cooperatives emerged as a response to meet increased competi-

tion from large dairies, with the purpose of meeting demands for increasing quality and effi-

ciency. The quality of the milk is determined both in terms of the raw milk material and pro-

cess written in Danish law, often adopted from EU law, the Danish dairy boards’ industry 

recommendations and guidelines and the cooperative’s own guidelines. The EU sets the legal 

standards of agricultural and food production
6
 in the EU to ensure the equal functioning of the 

internal market (Bosselmann and Gylling 2015). While all corporations need to comply with 

EU and national law, the last few decades have proven an increase in corporate-driven quality 

programs that are not necessarily associated with a certificate for each producer, but which 

ensure a high level for suppliers beyond what is expected by the compliance with national and 

EU legislation. 

Arla requires that their suppliers of milk comply with Arla’s farm quality program Ar-

lagården®, animal welfare, and feed quality schemes, as well as contribute to Arla’s common 

goals of reducing the environmental impact on farms (Arla 2014, 44). Arla farm’s compliance 

with the mandatory quality program, Arlagården ®, is inspected by externally trained agricul-

tural advisers. Farms which need to improve certain areas will be receiving advice and further 

inspections to ensure that improvements are implemented. If a farmer commits a serious in-

fringement of the application, the farm's milk is rejected by Arla until the problem is resolved, 

and ultimately excluded if no progress is made. […] if our owners do not fulfill all require-

                                                 

6
 The main EU regulations in the food sector include regulations on Food hygiene (852/2004/EC) and the Feed 

Hygiene (183/2005), which are based on the principles of risk analysis and Critical Control Point (HACCP); 

animal welfare (including 98/58 / EC); management of GMO resources (1829- 1830/2003); and organic produc-

tion (834/2007). 
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ments this has to change. And if it’s really large deviations, if animal welfare is not properly 

enforced, then a farmer can be excluded from Arla […] (Arla, Flysjö 2015, 3). 

In order to enforce trust in the farmer-owned brand, Arla recently introduced its Farmer-

Owned Marque to make the farmer ownership more transparent and emphasize that they are 

the ones that deliver the taste and quality of the product (Arla 2015b).  

Table 5: Milk price, product types & Quality programs 

Source: Arla 2015, Thise 2015 & Naturmælk 2015 

  

The advantage of being a cooperative is that the farm owners take part in negotiating these 

quality criteria. Arla performs free climate checks to help farmers reduce their farms’ green-

house gas emissions. Arla’s sustainable farm strategy covers four areas: animals, resources, 

nature and climate. Whereas the targets for animal welfare are mandatory for all Arla’s dairy 

farms, the others have a mandatory overall target, but no target is set for each farm. As a co-

operative, requirements must be agreed upon which can be anchored at farm level […] the 

voluntariness of the strategy is its strength. All the farms are different, not all the farms have 

the same preconditions, and some farms will be able to do more and some less […] It is Ar-

la’s responsibility, in one way or another, to follow up on these goals. (Arla, Flysjö 2015, 4). 

Arla’s supplier relationships are differentiated into three categories: farm owners, key suppli-

ers and non-owner suppliers, organized into three different relations of control. Key suppliers 

are contractually bound to meet and comply with the requirements set forth in the Code of 

Conduct, including environmental, economic and human rights aspects, in addition to meeting 

Arla’s expectations in relation to quality and food safety. The ability of key suppliers to meet 

the requirements will be evaluated with continuous follow-ups. Non-owner suppliers are kept 

at an arms-length relation, where it is national or regional audit programs that ensure their 

compliance with national demands and Arla-recognized national or regional quality assurance 

Company Milk price Product 

type 

Logos & Quality programs 

related to milk (a selection) 

Arla Raw milk price incl. allowance or deduction 

based on good quality, organic, independent 

collection 

Organic, 

Conventional  

Arlagården®, Ø-mærket, 

EU organic logo, Farmer-

Owned Marque 

Thise - Organic Ø-mærket (Organic), EU orga-

nic logo 

Naturmælk - Organic 

Demeter 

Ø-mærket (Organic), EU orga-

nic logo, Demeter mærket 
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programs, and in addition comply with the requirements set out in the code of conduct (Arla 

2015d), i.e. a compliance model. The objective of Arla is to remain a corporation with strong 

European roots; hence, Arla intends to source everything, except milk, from as few suppliers 

as possible, as this is better for the environment (Arla 2014). Currently, only 12 percent of 

Arla raw milk is produced by non-farm owners; the requirements for this milk resembles 

those as set out in Arlagården®. We have strict demands to the quality of the milk […] to 

maintain trust in the Arla brand […] in principle this should relate to what is covered in Ar-

lagården®. (Arla, Nielsen 2015, 6). 

Both Thise and Naturmælk highly value their focus on producing organic innovative quality 

and niche products. Thise and Naturmælk were both established by a pioneering group of or-

ganic farmers in the late 1980s. By law, Naturmælk, Thise and Øllingegårds farmers need to 

be audited to carry the Danish organic brand, Ø-mærket. This label is a state guarantee that 

the product is organic (Konkurrence&Forbrugerstyrelsen 2013). Naturmælk is the only Dan-

ish dairy which has included Demeter-DK11 certified milk in a pioneering brand of biody-

namic milk. Demeter-DK11 certified products are also organic, but Demeter is an internation-

al organization that focuses on biodynamic agricultural production. This also functions on a 

voluntary basis, wherein farmers needs to ensure that they are certified if they want to supply 

milk to the biodynamic niche products (Naturmælk 2016).  

Arla bases its milk price on the market situation and quality level. Hence, premiums or deduc-

tions are given based on the quality level of the raw milk and added premiums for organic 

milk. According to the figure below, Arla’s price levels have been continuously higher than 

the price by Farmtal online, which better illustrates the actual price level milk producers 

achieve (Friis 2016). There is no immediate access to information about smaller dairies and 

their pricing of suppliers (Friis 2016).  
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Figure 6: Milk price development 2014-2015 

Source: (Friis 2016) 

 

4.1.2 Dairies to Retailers 

99.5 percent of liquid milk products are channeled to store-based retailing, of which where it 

is customary for consumers to buy their consumer goods (DDB 2014). For retailers the capac-

ity to compete effectively is created by minimizing price competition and competing as much 

as possible in providing variety, convenience, quality, food safety and year round supply. The 

increasing economic integration, proliferation of private standards, and in-house branding 

have exposed retailers to greater risk if problems should arise (Hatanaka, Bain, and Busch 

2005). 

 In order to counter such risks, Coop, which is the largest retail company in Denmark, with 

more than 1200 stores, states, We are strongest when it comes to hygiene factors those that 

must to be complied to […] in the category of food safety […] and the specific labelling and 

declaration schemes, which are systems that changes the product from being mere generic 

products to a product which wants to be something special within one area (Coop, Sundstrup 

2015, 3). The inter-firm relationships are, in general, based on suppliers’ need to be able to 

comply with minimal standards, i.e. hygiene factors, as regards food security. Standards is 

more than it is exclusive, it sets the minimum requirements. If no one acts outside, it is not 

interesting; it is […] a hygiene factor between companies and suppliers (Coop, Sundstrup 

2015, 7). 

Standards will only be used to set the minimum requirements of hygiene factors mostly relat-

ed to food security, i.e. Coop works with a compliance model by which suppliers need to 
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prove that they comply with minimal standards and if not, they need to make an action plan 

for when and how this will be complied with (Coop, Sundstrup 2015).  

Table 6: Share of retail value (%) on labels 

Source: (DDB 2014; Euromonitor 2014) 

Brand  Company Supplier % retail value 

Arla 24 Arla Foods Amba Farm owners 30.5 

Harmonie Arla Foods Amba Farm owners 17.7 

Thise Thise Mejeri Amba Farm owners 6.9 

X-tra Coop Danmark Arla 6.6 

Matilde Arla Foods Amba Farm owners 6.6 

Other privatelabel - - 3.8 

Budget Dansk Supermarked A/S Arla 3.8 

Cocio Cocio Chokolademælk  Arla 3.8 

Egelykke Dansk Supermarked  Arla 2.9 

Øllingegård Øllingegård Mejeri  Private 1.4 

Naturmælk Naturmælk Amba Farm owners 1.4 

 

4.1.2.1 Private Label with Compliance 

In recent years, the private label market has been growing considerably, and accounted for 46 

percent of dairy sales in 2014 (DDB 2014). When supplying to the private label market, it 

depends on whether you supply to high-end categories and whether it is the low-price private 

label market.  

Arla considers it advantageous to enter the low-price private label market, as it provides them 

with the possibility to move large quantities of milk from the farmer to the consumer without 

spending money on marketing or innovation (DDB 2014). Milk for private label products is 

usually demanded through a call for tenders, in which price and quality have the most im-

portant say. While Arla intends to win these tender, Arla is not interested in compromising 

their price levels as they can move the milk through other channels if the tender isn’t won 

(DDB 2014).  

Thise and Coop have a unique hands-on supplier-buyer relationship with Coop.  Thise co-

brands and supplies milk to Coop’s high-end private label Anglamärk. This relationship is 

thus enforced through hands-on contracts; furthermore, the relationship has excluded Arla’s 
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organic brand Harmonie from being sold in any Coop stores (DDB 2014). According to Co-

op, when a company like Thise has created a unique brand, which has been created using 

standards which are not required and built upon the minimum requirements Coop set forth, 

they are rewarded for it, and Coop will match up with this: ‘[…] uniqueness comes from the 

producer to us […] we demand minimum requirements to be fulfilled, but when they decide to 

build upon this then we reward them’ (Coop, Sundstrup 2015, 11). 

4.1.2.2 Other Brands with Compliance 

According to the retail value of brand names, Arla has a larger market share than the sum of 

the private label milk products. For Arla, their own brands are still more valuable than the 

brand market; this is especially due to investments in innovation and that the Arla brand guar-

antees certain qualities demanded by the consumer. As milk is a relatively homogenous group 

of drink products, the added quality is created through labels, standards and codifications. 

Arla 24, the most consumed milk product in Denmark, uses codifications such as “your fresh-

ly tapped milk” and “from farm to store within in 24 hours,” made possible through Arla’s 

well-advanced logistics system. Arla, Harmonie, and Thise share the quality attribute of being 

‘organic’ products. Due to Arla’s size, they are able to take advantage of economies of scale, 

which is why Arla’s organic milk is relatively cheaper than the Thise milk brand. Despite the 

growth in the private label, market retailers do prefer to have a mix between private label and 

brands on their shelves, as these enforce product innovation and quality of the products (DDB 

2014).  

4.1.2.3 Supplying beyond Domestic Borders 

With the abolishment of the milk quotas, it is expected that much of the extra raw milk pro-

duced will be used to increase export and sales of dairy products to growth markets in espe-

cially Nigeria, China and other third  world countries, as the European market is mature 

(DAFC 2015c). While drinking milk products are not amongst the most exported dairy prod-

ucts, Arla exports milk powder and both Arla and Thise export UHT milk products to external 

markets. Thise cooperates with the Dutch company Vachtenaar, which is responsible for ex-

port of Thise’s UHT milk to Holland and other countries. Arla has different routes it can pur-

sue when it looks at new markets; these can be the opening of new sales offices, mergers, or 

acquisitions or with a local partner through a joint venture or distributor agreement.
7
 

                                                 

7
 Arla exports to more than 128 countries 
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When Thise achieved its first Chinese order of UHT milk in April 2004, what was in demand 

was pure products, quality, and food security, which provide Thise with a good possibility to 

be taken seriously in the Chinese market for high-end products. However, despite the poten-

tial economic success of exporting UHT milk to markets such as China, how this is exported 

is a key concern of Thise. This is why Thise ships its UHT milk with containerships instead of 

more CO
2
 emissive airfreights. Actually, UHT milk was, at first, an issue as well, as Thise’s 

stance is that milk products need to be as fresh and natural as possible. However, given the 

market opportunity Thise, faced two options: to refuse supplying processed milk products 

across borders, or to supply an organic version of UHT milk with the purpose of expanding 

demand for environmentally responsibly produced products. Hence, Thise decided to go for 

the latter option and has begun to process the excess supply of milk into UHT milk, which, 

under a different brand, is shipped off to China as well as other destinations (FoodCulture 

2015).  

Arla’s stance is that all markets deserve consideration as long as there is a milk deficit to sat-

isfy and they represent a solid business case (Arla 2014, 56). We are built on the premise that 

we need to move our owners’ milk out […]if there is a milk deficit and they face problems to 

produce enough milk for themselves then there is a good reason for Arla to act […]often these 

countries have some climatic challenges that make it impossible for them to meet the demands 

(Arla, Nielsen 2015, 4). When Arla decides whether or not to export, they not only investigate 

whether there is a milk deficit, but furthermore, whether there is a potential for such milk pro-

duction.  In many countries you will experience, that there is a potential for production, but 

[…] they do not have the adequate opportunities to satisfy these milk demands […] In this 

case, Arla has a good incentive to invest locally, because it provide a long-term perspective - 

a long term business case for us  (Arla, Nielsen 2015,4). When it comes to the export of 

products, Arla’s assessment is that when looking at the sustainable aspects of supplying 

across domestic borders, it is a good idea to export out of Europe also for milk and dairy 

products, as the footprint per liter milk is so low compared to other countries we export to. So 

it’s a grounding foundation that it makes sense also in an environmental perspective and even 

if the transport distance is long it plays a comparatively small role when looking at it from a 

greater perspective [...] and now we also take human rights aspect much more into consid-

eration (Arla, Nielsen 2015, 4). This is done as part of Arla’s commitment to respecting hu-

man rights as outlined in the UN Guiding Principles for Business and Human Rights and Ar-

la’s Human Rights Policy, which requires an assessment to identify and prevent as far as pos-
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sible actual and potential adverse human rights effects caused by Arla’s business activities, in 

particular in developing countries (Arla 2015e).  

4.1.4 Consumer movements  

A new consumer analyses from DAFC predicts a change of consumption patterns in 2016. 

The analysis reveals that consumers are increasingly aware of sustainability and sustainable 

consumption. This implies an increasing demand for more transparency in the value chains, 

allowing consumers to choose products on the basis of how and where these are produced. 

Hence, demands related to product quality move beyond the specific product in question to 

the entire corporation and its value chain, requiring transparency regarding the socio-

economic and environmental impact of the production. This increase of awareness has been 

an effect of the economic crisis and the intense media coverage of global climate issues and 

the global food challenge. It is predicted that the focus is about to shift from renewable energy 

towards food. Furthermore, healthy and naturally produced quality products, “pure foods”, are 

in demand, especially organic products
8
 (DAFC 2016). When new consumer trends emerge, 

retailers tend to tap into these new agendas: We tap into a consumer agenda and they give us 

credit for it […] (Coop, Sundstrup 2015, 3). However, such engagement creates issues, as 

some socio-economic movements are not systemized enough to be explained in a declaration 

or a brand, i.e. the climate agenda.  When we talk about climate, then it is not systemized 

enough […] it is very complex. And the current climate agenda is driven by […] the lack of 

understanding of how large the emission is if you produce a cucumber in a greenhouse in 

Denmark compared to transporting the sun-ripened from the open sky in Spain (Coop, 

Sundstrup 2015, 4). And as stated by Arla, it is also a question of what we believe to be im-

portant. The GHG emissions of milk will be relatively high compared to many other products 

[…] but what do we need in this world. As regards food, we do need to eat, but do we have to 

travel to Thailand or buy all the new clothes? In one way or another you have to accommo-

date the basics first […]Milk for example cannot be compared to water, there are more nutri-

ents in milk […] and this is a very important factor to take into account [..] (Arla, Flysjö 

2015, 8).  

                                                 

8
 Consumer trends in 2016 are summarized into eight trends: 1. Increase of ´Foodies,´ a new expression of food-

concerned people who demand quality, as well as knowledge about ingredients and origin, 2. Clean eating and 

demand for transparency in the value chain and ingredients, 3. Convenience and healthy meals in no time, 4. Be 

the change and consume sustainably with respect for humans, animals and nature, 5. Less is more, especially 

when it comes to meat products, 6. Demand for locally produced food to reduce the amount of transported food, 

7. Protein implying increased demand for dairy product, 8. ‘Free from’ products such as GMO, sugar, antibiotics 

and lactose (DAFC 2016). 
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Consumers will tend to buy the cheapest option due to price sensitivities of especially milk 

and butter, whereas the price sensitivity is different for cheese and yoghurts. In order to ac-

commodate both consumer demands, retailers must differentiate their product portfolio to 

meet different product demands through a selection of brands and private labels with different 

quality issues.  

4.1.5 Conventions and the DDVC  

From the above outline of the DDVC, it was revealed that the inter-firm relationships at each 

level of the value chain node are managed through different parameters of quality. As milk is 

a relatively homogenous good with a relatively generic taste, consumption is increasingly 

characterized by food safety and social and environmental concerns; the achievement of 

economies of scale is thus dependent on the ease with which quality is standardized to create 

a competitive advantage. That is the ability to differentiate the homogenous product of milk 

by addressing quality issues related to both product and process, as well as communicating 

these (Gibbon, Ponte, and Lazaro 2010; Gibbon and Ponte 2005; Ponte and Gibbon 2005). 

The premise to enable such ability is that DDVC actors apply conventions that can solve un-

certainties related to quality, as well as its management, by legitimized procedures for meas-

uring quality performance of the quality convention, or the combinations of conventions.  

Table 7: Quality conventions in the DDVC 

Source: Ponte & Gibbon (2005) “Table 1: Linkages between key categories of convention theory and GVC anal-

ysis” & Ponte (2009) “Table 5.1. An expanded framework of quality conventions” (adapted) 

Quality conven-

tion 

Organizing principle (legitimacy) Quality-related mecha-

nisms  (guides for action) 

Examples of quality 

related mechanisms  

Industrial-

Market 

Productivity, Price 

Competitiveness, 

Compliance  

Influence on setting content 

of quality and standardiza-

tion or codification.  

Ø-mærket, HACCP, 

FSC, Arlagården®, 

ISO 9000/220000 

Civic Welfare, impact on society and the 

environment 

Capacity to match ‘civil 

society’ demands in terms of 

socio-economic and envi-

ronmental standards 

UN Global Compact, 

UNGP for business & 

human rights, OECD 

guidelines, LCA 

approaches 

Domestic Loyalty, proximity, repetition, geog-

raphy, labels 

Capacity to develop trust 

through repeated interac-

tions and private labels 

Thise, Arlagården®, 

Naturmælk, Øllinge-

gård, Farmer-Owned-

Brand (Arla) 
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Recall from section 2.1.3 that conventions refer to the rules built from a group of mutual ex-

pectations, which are either set up for the purpose of implementing an intention or arise from 

a shared set of regularities that are unintentional (Gibbon, Ponte, and Lazaro 2010; Gibbon 

and Ponte 2005; Ponte and Gibbon 2005). 

The intra-firm relationship between Danish raw milk producers and dairies quality can best be 

understood when taking into account their historic commitment in cooperatives and loyalty 

towards the specific brand. Quality is thus determined under a domestic quality convention 

and is embedded in trust in the brand, the mutual dependence between farmers and dairies, 

and loyalty towards the brand. Thise and Naturmælk require from their farmers that these are 

organic, and even if it is required by law that organic farmers are audited, the quality conven-

tion is more domestic than it is industrial, as Thise and Naturmælk’s products are organic by 

definition. The fact that Naturmælk also produces biodynamic products which have to be cer-

tified in accordance to the Demeter label emphasizes the domestic quality convention by un-

derlining the interests of producing products which are organic and as naturally produced as 

possible.  

At Arla, Arlagården® is an example of how domestic content has become embedded in a pa-

tented product standard and is thus able to achieve economies of scale of its governance of the 

raw milk production process, while maintaining the quality brand reputation embedded in the 

domestic convention. Hence, Arla has been able to embed its domestic attributes into a model 

which resembles industrial conventions in a manner where quality can be assured by external 

actors. Arla’s decision to patent their farm quality program suggests their intention to resolve 

uncertainty regarding their domestic quality conventions. Furthermore, Arla bases its milk 

price on the market situation and quality level; thus, premiums or deductions are given based 

on the quality level of the raw milk, and added premiums are given for organic milk. Fur-

thermore, to add more visible and trust in the domestic brand of Arla, Arla introduced the 

Farmer-Owned brand, to make it easier for consumers to identify that the products are from a 

dairy company owned by farmers. This implies that the internal organization of Arla between 

its farm-owners and dairy is coordinated by domestic-market conventions. The Farm-Owner 

Marque attempts to make this relationship even more visible towards the consumers. 

Moving beyond farm owners towards external suppliers of either raw milk or other raw mate-

rial, uncertainty of quality is solved through market and industrial conventions through com-

pliance of regulatory standard setting schemes, which includes everything from business-
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driven programs (Arlagården®, Code of Conducts), National/Regional legal initiatives (or-

ganic labels, HACCP), and MSI driven programs (ISO 9000, 22000).   

At the value chain node between dairies and retailers, the inter-firm relationship is character-

ized by market and industrial conventions, where uncertainty regarding quality is managed by 

a hands-off compliance model. Hence, quality is assured by certification against a set of a 

priori norms or standards, and once the actors are certified, these can function in ways that are 

quite similar to market conventions, under which there is no uncertainty about the product. 

Furthermore, there are examples of hands-on relationships where quality is embedded in do-

mestic-market conventions. In the co-branding relationship between Thise and Coop, quality 

is enforced by both Coop’s high-end organic brand Anglamärk and the Thise brand, which 

can be sold at a higher price due to the embeddedness of domestic quality conventions within 

the Thise brand.  

When exporting beyond domestic borders, more visible attempts are made to maintain the 

quality conventions which are embedded in the value chain node between domestic dairies 

and its local retailers. When Thise started shipping UHT milk to China, they emphasized their 

dominant domestic quality commitment by involving the public via media, on their environ-

mental concerns about shipping their products across borders. While Arla faces the same is-

sues, they deal with this differently, by retaining their commitment towards  their farm own-

ers, and thus seeks to legitimize this by taking other measures into consideration, using, for 

example, the terminology license to operate, referring to more civic attributes in which Arla, 

through its supply of milk powder, is able to relieve society from its proven milk deficit, as 

well as reduce environmental impact due to the northern European efficiency of dairy produc-

tion.  

The assurance that retailers are able to meet consumers’ quality demands are reflected in the 

last value chain node between retailers and consumers. In this value chain node it appears that 

retailers need to satisfy two opposites as regards consumer groups, and everything in between. 

On one side you have the consumer group, which demand cheap and safe products, and on the 

other a consumer group which demands products with civic attributes, such as sustainable 

products. This is treated by the need to address both price (market conventions) and socio-and 

environmental (civic conventions) concerns of the consumers. What is interesting at this level 

is that if quality conventions change tremendously at this level, this will have an impact on 

the entire value chain.  
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Thus, analyzing how and to what extent these ‘travel’ up and down the value chain will pro-

vide the meso-level bridge between the micro- and macro level analysis of the DDVC. 

4.2 The DDVC Meso-Level Bridges   

According to the literature, the meso-transmission level is important for investigating the abil-

ity of actors to transmit quality issues within the specific value chain node through the struc-

tures of quality constructions across production and consumption (Gibbon and Ponte 2005).  

As was revealed above, if quality conventions change tremendously at the consumer and retail 

level, this will have an impact on the entire value chain, which is why this section, as opposed 

to the prior section, will be performed in reverse, starting from the consumers.  

When consumers demand new quality conventions upon the products they buy from retailers, 

retailers usually respond to these demands by increasing the minimum requirements for spe-

cific or all food products. Actors in the DDVC must, when faced with new quality convention 

demands, transmit these within the specific value chain node. The value chain nodes in the 

DDVC are, to a large extent, governed by industrial-market conventions enforcing minimum 

requirements for quality of raw milk and dairy products, be they universal standards, codes of 

conduct, or brand-specific quality programs, which implies that changes in quality conven-

tions should either be integrated into this or governance should change towards other quality 

conventions.   

According to the above analysis, the retailers currently experience a dual demand from con-

sumers; on one hand, they need to respond to a consumer group demanding cheap and safe 

products and on the other, a consumer group demanding products with civic attributes within 

the category of sustainable products.  

In order to match the first consumer trend for cheap quality products with minimum level re-

quirements as regards food safety and other quality attributes, retailers seek to fulfill this de-

mand using industrial-market conventions as a means to define and legitimize the quality of 

the products. In cases where retailers increase their minimum requirements, this must be re-

flected in the industrial-market conventions of the products they buy. This implies that dairies 

need to react to these changing demands by changing their process of production accordingly, 

whilst at the same time proving this change through audits against the minimum standards 

and/or codes required in the industrial-market conventions. The objective is to remove uncer-

tainty, so that exchanges at different value chain nodes, as well as between them, can be easily 
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performed. Despite the voluntariness of these SSGs, especially the corporate-driven ones re-

lated to food security (i.e. ISO 9000/22000) have become hygiene factors, implying that these 

are more or less de facto laws setting minimum requirements when acting within the global 

food system.  In Arla’s Our Responsibility Report 2014 it was emphasized how the increasing 

demand for documentation and certification within quality and food safety have led to sites 

having up to four certificates (ISO 9001/220000, BRC & IFS). In order to implement re-

quirements to their sites more efficiently, Arla now expects its sites to hold one of the Global 

Food Safety Initiative’s (GFSI) recognized standards and a certified or approved HACCP 

system
9
. Yet, Arla stress that while its customers, here referred to as retailers, generally accept 

GFSI recognized standards, they may not necessarily accept the same one, which implies that 

some sites may still have two or three certificates depending on customer requirements (Arla 

2014). 

The dominant dairies within the DDVC have been able to embed domestic (Arlagården) 

and/or civic (organic) attributes into domestic-market conventions. Arlagården has become a 

trademarked standard, which is continuously reviewed and updated in cooperation with its 

milk farmers and industry and national authorities, which both eases the integration of new 

demands in terms of quality, as well as legitimizes it. Hence, Ala-gården eases the transmis-

sion of new requirements from retailers as regards process and product quality of the milk. 

Thise and Naturmælk, which are all organic, have embedded this into a domestic-market con-

vention; even if it is required by law that organic production must be audited, the trust people 

have in Thise and Naturmælk organic practices is just as much verified by history as it is by 

ø-mærket. Hence, organic milk embodies not only civic norms in terms of producing while 

taking the environment into consideration, but at the same time labelling and certification is 

organized in terms of an industrial convention and is, in Thise and Naturmælk, embedded in 

their domestic-market conventions, and for Arla is used as a civic-market convention, which 

gives them the opportunity to differentiate their product portfolio to gain premiums on milk 

products with added quality attributes.  

As argued in academia, the key source of power within the DDVC becomes the ability to de-

fine and legitimize the qualifications of products and the ability of actors to transmit quality 

                                                 

9
 GFSI (Global Food Safety Initiative) recognized standards include: FSSC 22000 (Food Safety System Certifi-

cation), BRC (British Retailer Consortium), IFS (International Food Standard) and SQF (Safe Quality Food).  

Hazard Analysis & Critical Control Points (HACCP) system (e.g. ISO 22000, 

FSSC 22000, BRC, IFS, SQF). 
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issues within the specific value chain node through the structures of quality constructions 

across production and consumption (Gibbon and Ponte 2005). As reflected above, quality 

conventions will, even when one is dominant at a particular time, be contested as new quality 

concerns arise, leading to either a compromise and/or through changes of the dominant con-

ventions over time (Ponte and Sturgeon 2014).   

This implies that the ability of dairy companies to shape governance depends on their ability 

to transmit new quality efforts throughout the chain in the DDVC. In the DDVC, transmission 

is justified through actions of repeated trust between farmers and dairies, invoking a domestic 

convention of loyalty enforced by close-tied vertical relationships and repeated interactions.  

Domestic-market conventions thus guide the actions of Arla and its farm-owner’s relationship 

when new civic conventions arising from a changing buyer agenda are integrated into the 

dominant industrial convention, creating new standards for process and methods, such as up-

dated versions of Arlagården and its code of conduct. Maintaining a vertical integration driv-

en by domestic-market conventions legitimizes the newly imposed standards on farm-owners, 

as these have been decided in cooperation with the farmers themselves. However, in cases 

where farmers are not able to meet the new requirements, these would be excluded as a sup-

plier to the dairy. This process of disintegration is referred to in the literature as trading down. 

Trading down refers to the process of exclusion and marginalization resulting from farms’ 

and corporations’ inability to meet new expectations (Gibbon and Ponte 2005, 201–202).  

Hence, the micro-and meso-level determinants in the DDVC reflect governance to be buyer-

driven, where buyers through their ability to define, legitimize and transmit new expectations 

of quality by adopting these into their own internal firm organization can act as lead corpora-

tions. This immediate buyer-drivenness of the DDVC  explains how demands of consumer 

movements as regards quality conventions become embedded in the governance of the DDVC 

(Ponte and Gibbon 2005). As lead corporations are by no means in complete control of the 

governance of consumption, these attempt to ‘ride’ changes in consumption and its govern-

ance via the (re)qualification of products, which as a result are transmitted throughout the 

entire value chain (Ponte and Gibbon 2005, 21).  

While consumers are considered to be active agents in formulating how the qualification of 

products should occur, and therefore in governance of a value chain, GVC literature also sug-

gests that consumer preferences (or at least inconsistencies within them) can be manipulated 

by other agents to the advantage of the latter (Gibbon and Ponte 2005, 177). NGOs can alter 
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consumption preferences by their programmatic efforts of highlighting issue areas, and public 

authorities are able to shape governance through the enforcement of regulations and platforms 

for negotiating the terms of international trade (Ponte and Sturgeon 2014, 217).  This empha-

sizes that quality conventions are neither shaped in a regulatory vacuum nor limited to the 

internal DDVC dynamics of bilateral exchanges, which stress the need to explain how the 

interference of non-corporate actors’ expectations for what constitutes quality shapes govern-

ance (Ponte and Sturgeon 2014). 

4.3 Sustainability criteria in the DDVC  

In order to understand how quality conventions are shaped, this analysis will move beyond 

the unipolar emphasis of buyer-drivenness to allow for a plurality of drivers and driving 

mechanisms to explain DDVC governance.  Approaching macro-level governance through 

the analytical lenses of ‘polarity’ enables an analysis which takes into consideration the abil-

ity of non-corporate actors, here referred to as NGOs, civil society, and states to shape and/or 

contest quality conventions within the DDVC. This interference with governance of DDVC 

is, according to GVC governance literature, a result of diverging expectations within a certain 

governance field (Ponte and Sturgeon 2014).   

Table 8: KPMG Model for Mapping Expectations to Corporate Behavior 

Source: KPMG, Honoré 2015 (adapted from interview) 

 

The above figure illustrates how the DDVC is embedded in an environment of expectations 

for RBC. “What corporations need to do is to figure out how this picture looks for them ac-

cording to their business model [...]” (KPMG, Honoré 2015).  This section tends to offer a 

brief overview of how the expectations are organized into formal, semiformal and emerging 

areas, without offering a complete overview this will clarify how this image looks for the 

DDVC. 
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4.3.1 Formal Area: Hard law 

The most clear and consistent form of expectation is found within the formal area where ex-

pectations are written in laws and rules. ‘Corporations have mastered this area by having 

attorneys and consultants hired to tell them what the expectations are, and if they get into a 

conflict, the courts will decide who is right’ (KPMG, Honoré 2015). Within the food sector, 

corporate actors’ legal responsibilities lie mainly in setting minimum requirements for food 

sector regulation written in Danish law, and most often adopted from EU law. While the 

terms of hard law are clear and consistent, the actors operating within the DDVC will only be 

challenged within this area if these are believed not to comply with law. In recent years, new 

laws guiding reporting of corporations and their impact have been implemented. An example 

is the EU accounting directive 2013/34/EU, which has been implemented in Danish law by an 

amendment of § 99a of the Danish Financial Statement Act, which sets out requirements for 

CSR reporting for the largest Danish companies. The new requirements relate to environment, 

social and employee-related issues, anti-corruption and bribery, the company's business mod-

el, primary risks, and implemented "due diligence
10

" processes. While this law does not re-

quire companies to implement policies within these areas, they are required to explain their 

reasons for opting out on such policies; that is, a comply-or-explain-model. Within the DDVC 

the new law will only be applicable for Arla due to its size (DanskErhverv 2015). Danish leg-

islation thus requires major Danish companies to report on social responsibility in their annual 

reports, including what specific measures they have taking to respect human rights and reduce 

their adverse impact on the climate. (DanishGovernment 2014).  While hard law can regulate 

the DDVC within national and /or EU borders once the value chain activities of the DDVC 

move beyond these boundaries, these laws will not apply. This leaves a grey zone area be-

tween the kind of governance needed and the kind the state can presently provide, which is 

being filled by intensified engagement of private actors, social movements and the growing 

activities of international institutions (Bair and Palpacuer 2015).  

4.3.2 Semiformal area: Soft law 

While food security regulation in terms of hard law has ensured generic levels of quality in 

production, other issues arises when legitimizing these quality conventions in an international 

context. The continuous focus of cooperative dairies, here especially Thise and Arla, to export 

products beyond domestic borders to ensure the highest value for their farmers and to ensure 

                                                 

10
 Due diligence is understood as the process through which enterprises can identify, assess, mitigate, prevent 

and account for how they address the actual impact and potentially adverse impacts of their activities. 
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growth implies the need to integrate new practices as regards their RBC. In a global context, 

this grey zone area raises difficult questions, such as how far the responsibility extends, what 

a company can be expected to be responsible for, and what the company can do in this regard 

(MCHI 2016).  Furthermore, it must be expected that with the new reporting law, corpora-

tions will face increased pressure to comply with this area as regards the increased visible of 

both action and non-action within this field.  

SSGs offering guidance as to how companies can deal with these questions have proliferated 

in the past few decades, and have become a well-discussed issue within governance of global 

value chains literature. The global agro-food system in which the DDVC is embedded is con-

tinuously being transformed towards a system which, in addition to the responsibility of gov-

ernment agencies for monitoring food safety standards and food quality attributes, increasing-

ly engages in sustainability guidelines to meet global uncertainties. This has resulted in a pro-

cess by which quality, to an increasing extent, is determined in negotiation between corporate 

and non-corporate actors in reaching agreements on common norms (Hatanaka, Bain, and 

Busch 2005, 355).   

Several SSGs have been created for business as tools of guidance in their performance of 

business-driven responsibilities. The Danish Business Authority highlights five SSGs which 

deal with corporate social responsibilities. These are: UN Global Compact (UNGC), UN 

guiding principles for business and human rights (UNGP), OECDs guiding principles for 

MNEs, ISO 26000 and the Global Reporting Initiative.  

Table 9: Sustainability Guidelines 

Source: (MCHI 2015) 
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A UN initiative which outlines ten principles for RBC and sustainability. The principles build 

on internationally recognized conventions on human rights, worker’s rights, environment and 

anti-corruption. A Global Compact Assessment Tool is available for corporations to measure 

progress built on international standards and best practice. 
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UNGP is the first internationally acclaimed guideline which was adopted by the Human Rights 

Council in June 2011. It defines the expectations for the state and corporations, with a broad 

support from stakeholders. It builds on three pillars: The state’s duty to protect against corpo-

rate violations against human rights; the corporation’s responsibility to respect human rights; 

and a proper mediation and complaint mechanism to offer access to remedy in cases of viola-

tions. According to the UNGP Reporting Framework, human rights due diligence is: “An 

ongoing risk management process…in order to identify, prevent, mitigate and account for how 

[a company] addresses its adverse human rights impacts. It includes four key steps: assessing 

actual and potential human rights impacts; integrating and acting on the findings; tracking 

responses; and communicating about how impacts are addressed.” 
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OECD guidelines are recommendations for RBC from more than 40 governments adhering to 

the Guidelines. The purpose of the OECD Guidelines is twofold: to encourage the positive 

contributions that companies can make to economic, environmental and social progress, and to 

minimize the adverse impacts arising from business-related activity. OECD guidelines are the 

first to take the Guiding Principles’ concept of risk-based due diligence for human rights im-

pacts and extend it to all major areas of business ethics. All adhering countries are obliged to 

set up National Contact Points (NCPs), a grievance mechanism, that are tasked with furthering 

the effectiveness of the guidelines by undertaking promotional activities, handling inquiries, 

and provide a Mediation and Complaints-Handling Institutions for RBC (MCHI).
11
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A standard which offers guidance and recommendations to organizations on issues such as 

human rights, workers’ rights, environment, suppliers, local development, and responsible 

business models.  
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GRI is an internationally recognized framework for economic, environmental and social condi-

tions with associated indicators based on internationally accredited rules. A company can re-

port in accordance with GRI's guidelines on two levels: "Core" and "Comprehensive". The 

"Core" level contains the essential elements of a sustainability report in economics, environ-

ment, social and governance. The "Comprehensive" level builds on "core" by requiring a more 

comprehensive reporting of the company's efforts, including in strategy and analysis, manage-

ment, and ethics and integrity.  

 

In opposition to hard law these are voluntary and cannot be legally enforced. While obeying 

domestic law is the first obligation of corporations, these guidelines reflect good practice. The 

Danish government encourages Danish corporations to demonstrate RBC and apply interna-

tionally recognized guidelines for corporate responsibility, such as the UNGC, UNGP, OECD 

guidelines as well as ISO 26000 (DanishGovernment 2014). Once a corporate actor signs up 

for one of these sustainability guidelines, any disagreement as regards compliance will be 

dealt with in media, through direct confrontation or through the Mediation and Complaints-

Handling Institution for RBC
12

 (MCHI). The issue within this field is that there is a lack of 

clarity as regards the obligation of companies to comply with these. The obligations are more 

a moral obligation than mandatory, yet increasing pressure is placed on corporations to com-

ply with these standards, which is often intensified due to new experiences or emerging ex-

pectations.  

                                                 

11
 In June 2012, the Danish NCP implemented the Mediation and Complaints-Handling Institution for Responsi-

ble Business Conduct, which is a non-judicial institution that enables companies, organizations and public au-

thorities to resolve disagreements regarding infringements of, for example, human and labor rights, international 

environmental standards or corruption. 
12

 The Mediation and Complaints-Handling Institution for Responsible Business Conduct deals with cases relat-

ing to non-compliance of the OECD Guidelines for Multinational Enterprises. The Institution is the OECD’s 

contact point in Denmark and is responsible for raising awareness of what responsible business conduct entails. 
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4.3.3 New experiences and changing expectations 

When a new experience in the DDVC is identified that is expected to worsen rather than con-

tribute to global challenges within the global dairy value chain, it is expected that this may 

lead to one of two scenarios. The first possible scenario occurs when a possible negative ef-

fect of a new experience is believed to be avoided, at least partially; if the corporations com-

ply with specific SSGs, the pressure from stakeholders would most likely be towards proper 

implementations of these SSGs. The second scenario occurs when new experiences have no 

immediate solutions, and in these cases these will serve as a starting point for ongoing discus-

sion amongst stakeholders trying to figure out how to deal with these.  Within this scenario 

expectations will flourish without any tools to define how to deal with these, i.e. there is no 

hard or soft law. Thus, stakeholders will seek to define the expectations and steer the dialogue 

there is (KPMG, Honoré 2015).  

Common for both scenarios are that these are often driven by singular cases leading to disa-

greement to be played out in the media. Understanding both scenarios will be important to 

identify policy options.  

4.3.3.1 The Dilemmas of Acting beyond ‘Domestic’ Borders 

The increased pressure to comply with SSGs becomes especially visible when corporate-

actors operate beyond domestic borders. The analysis of the macro-level confirmed that the 

more transboundary the actions of corporate actors within the DDVC, the more stakeholders 

the corporations need to be responsive to, and the less legitimacy the domestic-market quality 

conventions will have.  

DAFC have experienced this trend which have resulted in intense debates between DAFC and 

NGOs; “[…] as soon as you start to move beyond domestic borders then you cannot take the 

social aspects for granted […] this is increasingly emphasized as we cannot end up in situa-

tions where we cannot vouch for what we do” (DAFC, Laustsen 2015, 1). “[NGOs] wish to 

contribute to our understanding of developing countries needs […] we in converse want to 

provide the NGOs with an understanding of the commercial world. No corporation wants to 

risk an investment […] the corporations want to invest their money properly but the NGOs 

need to understand that this requires a possibility to get a return on investment” (Lausten 

2015, 4). 

Several reports made by NGOs, UN special rapporteurs and FAO have highlighted the issue 

of trading down within the global agro-food chain, where MNCs through their product and 
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production quality demands and exports are able to set the entry barrier too high or simply 

outperform local producers (Curtis 2011; Schutter 2014). This is reflected in the current chal-

lenge within the DDVC, where NGOs increasingly demands Arla to address and also respond 

to the risks their practices pose on developing countries. ActionAid’s report ‘Milking the 

Poor’, released in 2011, as well as Care’s report ‘While we wait for equal trade’, released in 

2012, highlighted the potential negative impacts the sale of European produced milk powder 

had on poor milk producers’ human rights and possibilities for life earnings.  

As the new consumer trends reveal an increasing awareness of global issues, the DDVC’s 

credibility, license to operate, is thus dependent on the corporate actors’ ability to ensure their 

operations will not pose any constraints to such development within the global dairy value 

chain. 

Bair & Palpecuar (2014) state how corporate actors are able to maintain their credibility vis-à-

vis other actors in the DDVC, through the revision and/or development of sustainability poli-

cies and practices (Bair and Palpacuer 2015). DAFC confirmed this statement by indicating 

that “we want to match the right product to the right market and if we are to succeed in this 

then we need to live up to the sustainability criteria. These are implemented in different ways 

and it is thus a key task for us as an organization to have a good dialogue with our members, 

so we can live up to the […] expectations that may be”  (DAFC, Laustsen 2015, 3).  

4.4 Shaping Governance in the DDVC 

In brief, overall governance of the DDVC is shaped and conditioned by national law, the 

struggle for control between dairy companies and retailers, the excess supply of milk prod-

ucts, the sustainable development agenda, and especially the advancement of SSGs as well as 

the ease of posing pressures on value chain actors through the media. 

The supply chains for agriculture and food products operate to an increasing extent beyond 

national boundaries. This implies that actors are increasingly required to take a whole-chain 

focus to demonstrate responsibility for securing conformity to the uniform performance re-

quirements dictated by the public sector and the consumers (Gibbon & Lazaro 2010).  

This is best understood through Ponte & Sturgeon’s (2014) concept of ‘multipolarity of gov-

ernance’ and the concept of contested governance, which refers to the discursive system of 

continuous struggle over the governance of GVCs, each characterized by their own interest 

and agendas (Bair and Palpacuer 2015; Levy 2008).  The fact that non-corporate actors inter-
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fere with corporate practice is best understood by how they are able to communicate their 

expectations to a broader field of actors which may be able to drive new consumer move-

ments and eventually change legislation.  

KPMG highlights the need to analyze how expectations evolve into soft law or hard law as 

KPMG has observed that “the movement from new experiences toward law [hard and soft] is 

progressing quicker than ever. This we experienced with human rights […] and every time 

new experiences arise then some politicians will push towards some sort of law within this 

area. […] if companies have not understood this movement […] then this is what they need to 

focus on when planning their work with sustainability” (KPMG, Honoré 2015, 2). 

This trend situates the premise of contested governance as the discursive process in which 

sustainability policies and/or expectations to sustainability on one hand are used to absorb and 

diffuse social and political contention and on the other, as a way in which contradictory dy-

namics of sustainability can offer opportunities to shape governance of value chains (Bair and 

Palpacuer 2015). This implies that while non-corporate actors seek to find ways to leverage 

and shift corporate responsibilities of companies towards improving outcomes for partici-

pants, corporate actors will seek to shape the discursive terrain in which this struggle occurs 

by mobilizing tools to maintain the control of the governance of the chain (Bair and Palpacuer 

2015).  The latter has been achieved by Arla by adopting new demands, driven by new expec-

tations, into the driven mechanisms of the dominating quality conventions. Recall, how Arla 

continuously upgrade Arlagården® to account for changes in rules and industry sector expec-

tations.  This confirms the postulation of convention theory and the multipolarity of govern-

ance theory; that actors seek to shape the qualities that define the sustainable products or pro-

duction processes in an act to satisfy own agenda and interests (Bair and Palpacuer 2015; 

Levy 2008; Ponte and Sturgeon 2014).  Mads Øvlisen, Chairman of MCHI, has identified this 

to be the case in Denmark.  “The sustainability debate has among other things been driven by 

the political consumers […] who have demanded and expected the corporations to position 

themselves within this area […] the merge between it and media which have made it possible 

for everything to happen at once […] however I have to say that domestically at has to be 

[…] the cooperation between corporations and NGOs” (MCHI, Øvlisen 2015, 7).  The media 

has eased this process as information quicker than ever can reach a large group of stakehold-

ers which is able to use this information to mobilize new consumer movements especially 

through social media. While this on one hand requires corporations to be more responsive; on 

the other, it also enables corporations to tap into new consumer agendas as these have become 
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more transparent than ever. Today, social media makes it easier for us to see if there is a 

movement and it has become easier for consumers to feel that they are part of this movement 

(Coop, Sundstrup 2015, 3). As the new consumer movements demands more sustainable 

products with civic attributes the proliferation of SSGs as well as the focus on their use have 

been increasing.  

Identifying what the main implications are to meet these ex-

pectations, i.e. sustainability concerns, and how these implica-

tions are identified in practice will be the objective of next 

section. 

5 Sustainability Governance through Regula-

tory Standard Setting 

Literature on sustainability governance observes that as sus-

tainability is interrelated within social, economic and envi-

ronmental systems, addressing all aspects of sustainability 

within one policy is close to impossible. The complexity of 

governing sustainability stems not only from the changing 

market practice dynamics of the global dairy value chain, 

which have resulted in non-corporate actors having an in-

creasing say in influencing how firms organize their activities 

within and across borders and how they interact with other firms, but also from the discursive 

nature of sustainability as a concept. As indicated in the above analysis, several SSGs have 

been initiated, yet, while the incentive is to offer unifying standards and guidelines to deal 

with specific issues, these often become insufficient in a world transboundary issues. Instead, 

these are used by both corporate and non-corporate actors as tools to shape governance by 

emphasizing best practice or at least minimum requirements for corporate behavior. What this 

implicates for addressing sustainability concerns will be the focus of this section.  

The first part of this, what have been the main implications, will be answered by conducting a 

foundational layer analysis, explained in section 2.2.1. Answering what is to be sustained 

becomes fundamental for the analysis in order to grasp the objective sustainability aspires to 

fulfill as well as the empirical constraints within these goals. Second, by analyzing how the 

DDVC in its efforts to create legitimacy of its environmental and social responsibilities is 
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increasingly facing pressures related to accessibility and continuous improvement, Bush et al 

(2013) argues that in order to balance the ‘devils triangle attention must be paid towards ad-

dressing the internal/external differentiations that threatens the credibility of addressing sus-

tainability issues.  

5.1 Arbitrariness of Sustainability 

Christen & Schmidt observed that despite the normative significance of sustainable develop-

ment and its claims to have action-guiding power, there is great arbitrariness in the attempts to 

answer what is to be sustained and how it can be sustained. Through the lens of Christen & 

Schmidt’s Formal Framework for Conceptions of Sustainability, the gap between the type of 

normative understanding of what is to be sustained and the scientific understanding of how 

can it be sustained creates a sustainability problem which can only be properly addressed once 

a mutual understanding amongst stakeholders is reached (Christen and Schmidt 2012, 408).  

5.1.1 The Normative Principle of Justice 

In 1987, the ‘Bundtland Report’ defined sustainable development as ‘development that meets 

the needs of the present without compromising the ability of future generations to meet their 

own needs’ (WCED 1987, 43). This is the normative principle of justice which the interna-

tional community has been referring to since the Bundtland report was introduced at the Rio 

summit in 1992, with the main argument that sustainable development could be achieved by 

an integrated policy framework embracing the economic, social and environmental aspects of 

sustainability (UN 2012a).  

All interviewees defined sustainability by either referring directly to the Bundtland report or 

to the integration of economic, social and environmental aspects of sustainability; which high-

lights its normative significance of sustainability as a concept.  

However, while all three pillars of sustainability were emphasized, the NGO actors each high-

lighted that they had specific priority areas within the field of sustainability. Care stated “to 

us it is the environmental and social aspects which we devote most attention” (Care, Rasmus-

sen, 1), ActionAid stated that they work with it broadly “so it is all [...] three dimensions of 

sustainability […] we have one priority area which focus on the social dimension and the 

economic dimension so to speak and how these play together (ActionAid, Børrild 2015, 1).  

WWF stressed how the definitions has broadened in scope and thus opened for free interpreta-

tions “Internationally [sustainability] has been interpreted and has taken another turn so now 
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[…] when you talk about sustainability it has these three components; economic, social and 

environmental. It is not because I consider this to be in opposition to the original […] con-

ception […] but it opens up for a […] dilution, where the prerequisites for doing something 

social and environmental also needs to be economically profitable and this cannot be ex-

pected. It may be it is for the society […] but that it has to be economically profitable for the 

specific sector and the specific corporation. That I don’t believe […]to lie within the defini-

tion […] not that I […] am against that these go hand in hand […] but it cannot be expected.  

[…] This way of saying this has opened for interpretations, which can be in specific groups’ 

interests” (WWF, Nordbo 2015, 1).  

An insight which is supported by DAFC who have observed how definitions or understand-

ings of the respective wordings change over time […] today it is the approach with the triple 

bottom line of environmental, economic and social sustainable […] and the social element is 

not one, which has been devoted much attention so far […] which is because, it has not been 

part of the common perception. […] But I think many individual perceptions of sustainability 

exist, and this is what is challenging as there is no official authorized definition (DAFC, 

Laustsen 2015, 1).  

While the ‘Bundtland Report’ in 1987, as well as the SDGs, have become the normative point 

of reference for ‘sustainable development,’ it does not offer any practical advice on how to 

balance the needs of future generation without compromising the ability of future generations 

to meet their own need (Hillon 2014). The UN has highlighted the need to define through sci-

ence how to reach a consensus on sustainability, and thus strengthen the interface between 

science and policy (UN 2012b).  

5.1.2 The Descriptive Principle of Integration 

What are highly characteristic at this level are the expectations from the international commu-

nity that the normative principle of justice can be addressed via value chains. Christen and 

Schmidt argues that any attempt to comprehend sustainability must amplify the integrative 

principle of the nature-society system in question.  

According to a study conducted by KPMG the food sector fronts major challenges concerning 

the environment and social aspects of sustainability. On one hand, KPMG calculations reveal 
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how negative environmental externalities
13

 of the food sector account for 223 percent of the 

total profit the industry generates. On the other, the sector is faced with challenges as regards 

food security, food safety and uneven distribution of food where people die of obesity in one 

part of the world and of hunger in other parts of the world “It is hard to imagine another sec-

tor with more severe challenges” (KMPG, Honoré 2015, 5).  

As was identified in chapter 4, within the DDVC the issue is how to assess RBC policies with 

regard to their contribution to sustainable development as expected by several actors. Here it 

was identified that Arla’s understanding of sustainability relates to sustainability which is 

offering foods with the highest possible nutritional value, to as many people as possible, using 

as few of nature’s resources as possible. Our milk and dairy products can contribute to nutri-

tion, health and food security for millions (Arla 2015a).  

As described in section 4.1.2.3; Supplying beyond borders, Arla in general finds it to be a 

good idea to export their milk across border. This as they according to their LCA assessments 

have evaluated that transport emission is such a little part of their entire emission.  

5.1.3 The Criteria for Sustainability  

In order to answer the question of what is to be sustained, this implies a need to respond to the 

answers created at both the normative and descriptive levels, by making an impact assessment 

of how to balance these. This balancing act will be important as a narrow focus to the norma-

tive side would be neglecting the empirical circumstances within which the quality of the 

goods ought to be guaranteed; an exclusive reference to the descriptive side would prohibit 

any possibility of steering actions (Christen and Schmidt 2012).  Since 2011 IGOs have to an 

increasingly emphasized the necessity to address these issues of creating more holistic tools to 

address sustainability problems, through management systems. According to Christen and 

Schmidt (2012) the criteria for sustainability would have to indicate minimal requirements, as  

According to Christen & Schmidt the criteria had to indicate minimal requirements, address 

all sustainability pillars, as no criterion can be abandoned for the benefit of others as this 

would indicate a partial achievement of sustainability and last to strike a balance between 

conflicting criteria to mitigate likely discords.  

                                                 

13
 Externalities are here understood as the consequence of an economic activity that is experienced by unrelated 

third part. In this case KPMG calculations show that 223 % of the profit the food sector generates is imposed on 

surrounding society as a result of negative environmental externalities.  
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With the implementation of UNGP guidelines this was an attempt to fulfil such criteria, ex-

cept for the fact, that UNGP only addressed human rights. According to GLOBAL CSR 

(Thorsen 2015, 2) “The minimum we can demand from any corporation was not defined until 

2011 with UNGPs […] and this is only defined […] for managing social impacts, as this was 

John Ruggie’s mandate. The EU and the OECD took this one step further requiring the man-

agement system to be applied to all three bottom lines”. “One needs to keep in mind that 

UNGPs is the first global minimum standard for corporations’  CSR and it was adhered to in 

UN unanimously […] so it has a totally different status than ISO or OECD” (GLOBAL CSR, 

Thorsen 2015, 6).  

Yet, these have contributed for new questions to be addressed, new challenges to governance 

of sustainability as well as new demands.  

5.3 The Devils Triangle  

In order to address the pluralistic and contested nature of sustainability in the context of 

DDVC when, this next section will explore multiple stakeholders’ views on how to manage 

sustainability concerns within the DDVC. This section will seek to identify what the main 

implications for addressing sustainability concerns have been in practice.   

Bush et al (2013) seeks to identify how to maintain credibility of RBC while improving ac-

cessibility and fostering continuous improvement. While the above indicated the international 

community’s commitment in defining sustainable development and areas of action since 

1987, most recently with UNGP, the OECD Guidelines, it stressed the need to structure arbi-

trariness of sustainability and to balance scientific assessments with practical insights to cre-

ate or identify proper policies and tools for the implementation of the sustainability ideas. 

Hence, addressing sustainability concerns involves the selection of instruments, i.e. SSGs, 

with the purpose of fulfilling the minimum requirements of the sustainability idea. What be-

comes evident is that the process of transforming the sustainability idea entails a shift in 

stakeholders from science which in this case has been conducted internally in the DDVC to-

wards the public which have differing opinions especially as regards how to treat individual 

pillars of sustainability, especially the degree of emphasis devoted to them.  

While the international community advocate for a RBC policy within which corporations 

states their moral obligation to contribute to sustainable development as well as address and 

mitigate their adverse impacts, literature highlights the complexity of addressing all aspects of 

sustainability within one policy (Auld 2014; Ponte and Cheyns 2013). Furthermore, it was 
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revealed how sustainability concerns of non-corporate actors often points towards improving 

specific aspects of corporate RBC without taken into consideration the broader aspects of sus-

tainability. 

The analytical efforts of chapter 4 and the first section of this chapter reveal a dilemma which 

noticeably relates both to governance of the DDVC and governance of sustainability. This 

issue relates to the issue of potential trading down which refers to the exclusion and marginal-

ization of actors in value chain resulting from inabilities to meet minimum requirements.  

Within the DDVC it was revealed how governance is best understood through the concept of 

multipolarity where governance is shaped by both corporate and non-corporate actors’ expec-

tations to RBC at different levels in the value chain. The micro- and meso level determinants 

of governance thus relates to an act of maintaining credibility and competitive status within 

the DDVC through continuously improving product and/or process quality in an act of match-

ing these to new expectations from consumers. While the macro level determinants revealed 

how the more transboundary the actions of corporate behavior become, the more actors’ the 

corporations needs to be responsive to and the less explanatory value the micro and meso lev-

el determinants of governance will have in the pressure to satisfy the demand of ensuring ac-

cessibility.  

As the role of corporations are increasingly emphasized, taking the point of departure in Arla 

and the company’s efforts in balancing the paradoxes often occurring in the friction area be-

tween credibility and accessibility, continuous improvement and accessibility and continuous 

improvement and credibility. 

5.3.1 Credibility versus Continuous Improvement 

The ability of Arla to maintain credibility within the DDVC will depend on its ability to meet 

expectations of improvement areas. This is a continuous movement of change within the 

DDVC which as stated in the DDVC analysis is often driven by the consumer agenda.  

As emphasized by Coop what happens is that “Corporate social responsibility must be im-

proved beyond the hygiene factors […] and beyond legislation […] When things become 

standardized it becomes hygiene factors, when it becomes hygiene factors it becomes law […] 

this is a positive movement […] driven by the corporate use of CSR as a competitive ad-

vantage […] So it's a balancing act between standards that communicate the ground level at 

which all can participate and […] the unique and the special corporations can do“ (Coop, 
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Sundstrup 2015, 2).  This is thus referred to as the process required in meeting the agendas 

and concerns in the world, which creates the corporate profile both at product level but also at 

corporate level.  

When credibility is challenged at this level, this often relates to the lack of understanding in 

why not more has been done or are being done. The corporate versus non-corporate divide is 

here embedded in the fact that there will be continuous pressure towards corporations to ad-

dress new issue areas.  

As the current consumer agenda is driven by the demand for more sustainable products with 

more civic attributes this furthermore requires the corporation to tap into this agenda, in order 

to maintain credibility. Their ability to continuously improve, that is increase their positive 

impacts and minimize their negative over time as well as dig deeper to assess what this im-

plies for human rights (ActionAid, Børrild 2015, 7).  

The emphasis of continuous improvement is also reflected in company ability to show due 

diligence. “How they show due diligence is relatively new […] not so new that we cannot 

have concrete expectations to corporations […] so here we choose to […] be in dialogue with 

the corporations about what this means […] but this is not isolated to the social […] the envi-

ronment […] and economy is also about humans” (ActionAid, Børrild 2015, 2). Yet, as indi-

cated this is more and resolved in partnerships between corporate and non-corporate actors, a 

trend which will be addressed later. WWF adds that  “the goals set up needs to reflect what 

makes sense as regard the specific company.[…] You have to look at the specific corpora-

tion’s situation and opportunities […] from a scientific point of view […] when we discuss the 

issue of methane […] then you cannot take a schematic number […] and say now we do so 

and so. But […] you need to allow yourself to be inspired […] so it is more complex than de-

manding corporations to use specific models” (WWF, Nordbo 2015. 5).   

5.3.2 Continuous Improvement versus Accessibility  

The link between continuous improvement and accessibility occurs at two levels within the 

DDVC at the vertical and a horizontal level. When new expectations arise which are integrat-

ed into corporate codes or standards this implies that for buyer-supplier relations that are ver-

tically integrated within the DDVC the cooperative do extra efforts in making sure these are 

applied to in a legitimizing act to reinforce dominant quality conventions in this case often 

domestic-market conventions. (Arla, Flysjö 2015, 4). 
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However, when new expectations arises within the DDVC which may have an effect on non-

farm owners it is not to same degree explicitly addressed how corporate actors should deal 

with this i.e. in terms of upgrading their suppliers to live up to the new requirements. How to 

deal with this issue is a dilemma. On one hand it is emphasized, that there needs to “be mini-

mum standards regardless where we are in the world. It can be expected for some developing 

countries that these will face some difficulties, on the other hand it can also have a positive 

effect as you with a helping hand is able to create a new generation of producers who can 

deliver a higher level of quality and thus lift the overall quality […] and eventually be able to 

meet international market requirements and expectations, creating a upbringing ground for 

export” (DAFC, Laustsen 2015, 5). This view is shared between other actors as well, Coop 

emphasize that “While standards can be contributing to the exclusion of those who does not 

live up to the standard’s criteria, the standards can also be a guide to what it takes to get in-

cluded. [..] Where the critique has been excessive of the exclusionary effect of standards […] 

this has not been due to the criteria but because of the expectation that all farmers needs to be 

certified […]” (Coop, Sundstrup 2015, 7). WWF emphasize, that posing higher standards on 

developing countries must not happen against local community wishes. “We cannot create 

development and sustainable development against the interests of the local community […] so 

[…] we focus not exclusively on environment […] because the future is enduring, so there 

needs to be a good integration of social aspects” (WWF, Nordbo 2015, 3).  

5.3.3 Accessibility versus Credibility 

On one hand, if requirements as regards accessibility were lowered for all actors to enter the 

value chain the brands within the DDVC will suffer a competitiveness loss as these will not 

be able to account for the quality of their product. You cannot establish a business based on 

pure export, because of politics […] most of the countries we operate in have a policy which 

indicates that they to a certain degree should be self-sufficient and in our opinion there is 

room for both (Arla, Nielsen 2015, 5). We need to have a perspective of development into this 

[…] some NGOs state that they should be allowed to maintain a two cow structure from now 

to eternity […] we believe in the creation of development which is sensible […] and balanced. 

(Arla, Nielsen 2015, 9). 

On the other hand, if corporate actors do no identify their adverse impacts and thus areas of 

improvement and de facto excludes actors from the DDVC this will damage credibility as 

well. The fact that they ship the milk powder so far […] this is not from a sustainability per-
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spective very […] sustainable. Milk is a product which should be produced where it is con-

sumed. (Care. Rasmussen 2015, 1).  

And according to WWF, “In our agreements […] it is often a founding premise that […] you 

have to work with the suppliers you are already engaged with to make them upgrade […] 

however sometimes then […] if they have to live up to their goals then sometimes the pro-

spects for the suppliers you have to change is just too far […] then you have to select others 

[…] and hope that the market eventually catch up with the suppliers to take things more seri-

ously. But again this is a complex evaluation of the specific market situation” (WWF, Nordbo 

2015, 5).  

5.4 Balancing the Devil’s Triangle  

While the arguments for and against the different dilemmas revealed in Devil’s triangle is not 

exhaustive these contestations must be expected to be ongoing.  

This continuous reinforcement of the ‘do no harm’ compliance model to governance, where 

governance of sustainability concerns are a risk-controlling activity, has reached its limits 

when addressing current expectations for sustainability. While the sustainability guidelines 

(i.e. OECD Guidelines, UNGP and ISO 26000) are emphasized to be part of the compliance 

model, the compliance part lies within the proper implementation of a due diligence and the 

remediation system, while the expectations from NGOs are for corporations to act on the op-

portunities identified through compliance with the guidelines, and thus proactively contribute 

to sustainable development eventually moving beyond the reactive do-no-harm compliance 

model towards an increasingly proactive do-good opportunity model to governance 

(GLOBALCSR 2016).  

According to Global-CSR, in order to ‘do good’ and contribute to sustainable development, 

corporations need to address sustainability concerns, as well as create positive results on the 

economic bottom line. A strategic focus to sustainability is thus necessary, so that not all the 

corporation’s time and energy are focused on compliance. The issue is that it is somewhat 

arbitrary what creating shared value implies, as it again is addressed by stakeholders 

(GLOBAL CSR, Thorsen 2015, 7). According to MCHI, due diligence is central in our un-

derstanding of whether there has been a violation or an adverse impact […] That something 

is not legally required is not in my opinion the same as it is voluntary [… ] OECDs guidelines 

is in reality as the Danish government have adhered to it, the Danish governments message to 

our corporations what they perceive as proper behavior […] it is the obligation we [MCHI] 
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have, there are two […] to expand the knowledge about OECD guidelines and[…] to have a 

remedy function (MCHI, Øvlisen 2015, 3).  

According to the corporate actors, when navigating within the Devils triangle, the questions 

asked are often related to the specific roles of the non-corporate and corporate actors in en-

forcing sustainability. It thus resembles the balancing act between the normative and descrip-

tive perceptions of sustainability as defined by Christen & Schmidt.  

There is no doubt that NGOs seeks to pull us as far as they can into one direction and we will 

follow to the point it is reasonable […] there are a lot of challenges in Africa which do not 

have anything to do with our export business […] we have to assume relevant responsibilities 

and try to influence in the right direction (Arla, Nielsen 2015, 6). 

Bair & Palpecuer argues that successful contestations of governance in global value chains, 

that is, challenging practices in a way that have meaningful consequences, especially distri-

butional ones, for actors in the chain is difficult and rare. Yet, they argue that as contested 

governance is intended to diagnose existing value chain dynamics and the role of corpora-

tions within them, are neither static nor secure this has implied new opportunities to influence 

the governance if global value chains (Bair and Palpacuer 2015, 15).  

One clear example of such occurred in the dispute between Arla and Action aid which result-

ed in a change of commitment from Arla into a new Human Rights Policy.  

When we thought of human rights, then we considered our closest employees, those we had 

direct influence on, but we did not consider the consequences exporting milk powder to Africa 

would have on the local farmer to the extent that we have realized today (Arla, Nielsen 2015, 

2).  

How to balance the Devil’s triangle was by Bush et al (2013) emphasized the extent to which 

actors report and communicate externally on issue areas. Much of the current expectations 

relate the more systemic integrations of human rights, defined by both the UN guiding princi-

ples as well as the OECD guidelines. To integrate UNGP into the corporate sustainability pol-

icies are not an easy task. Why Arla has been open-minded towards NGO perspectives both in 

direct disputes and in partnerships. However, due to the unease of this exercise Arla does em-

phasize how an international standard would ease the process, yet acknowledging this might 

be too complex an area to standardize. Now we work on it and try to be as sharp doing it as 

possible and then we try to make as much of it publicly assessable as possible so stakeholders 
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can comment if they think this is good or bad. This is also what is expected that you are open 

about these analyses and that you adapt these so they fit what you can expect of these anal-

yses and we are not yet certain what it exactly is that you expect (Arla, Nielsen 2015, 8).  

We expect corporations to be open about this [..] they need to be aware of what their com-

mitment are, what their policy is [..] then they continuously needs to report about how they 

exhibit due diligence [..] and that they live up to their communicational obligations towards 

their stakeholders (ActionAid, Børrild 2015, 2). Corporations can prioritize issue areas as 

long as it does not leave the rest for eternity if the corporations know they have a negative 

impact on these areas (ActionAid, Børrild 2015, 7) 

For the Chairman in MCHI it is not as much a question of reporting but rather a question of 

how much openness there is in the dialogue leading to the corporate making of such strategy 

[sustainability] and that it afterwards reports transparently (MCHI, Øvlisen 2015, 8).   

The other is the increasing emphasis on dialogue and partnerships, which arguably must state 

to be an effect of the increased focus on integrating the social dimension as well as the im-

plementation of MCHI. Which proved very effective in dealing with the ongoing dispute be-

tween Arla and ActionAid  UNGP: This has led to the need for corporations to engage with 

partners to an increasing extent. While this has led to heated debates often as a result of disa-

greements as regards accessibility and continuous improvement. It appears that all actors have 

realized the need to listen.  

Arla has discussed whether a sustainability standard could be identified in practice. “[This] 

has been discussed not only with Sustainable Agriculture Initiative but also within Arla, as an 

international organization, whether you can identify one sustainability standard. But the pro-

duction facilities differ too much. Often when you talk about organic then that is sustainable. 

This does not apply in my world. I think sustainability as a concept is very, very broad […] 

and even if no definition on an environmentally friendly conventional producer exists […] 

then it can be just as […] sustainable a production.  So I don’t really believe that you can find 

one definition […] it can be achieved in so many ways” (Arla, Flysjö 2015, 2).  

This has had three implications for governance. First, standards have become hygiene factors 

within the DDVC, which implies that these serve as minimum requirements without adding 

any extra credits for responsible performance. Second, the focus of actors with an ability to 

shape governance differs and changes continuously as new experiences arise. Third, the focus 
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areas of governance will continuously shift, which implies that the power of actors within the 

DDVC is dependent on their ability to absorb and transmit new demands into the governance 

of their supply chain and thus stress their license to operate.   

6 Perspectives of Contested Governance of Sustainability 

In order to enable an understanding of the extent to which sustainability governance reveals a 

process of contested governance between corporate and non-corporate actors vying to define 

responsibilities of corporations, this chapter will combine the findings from chapter four and 

five into new perspectives of contested governance of sustainability within value chains. This 

will be done through a process of identifying implications for managing sustainability con-

cerns and assess the ability of corporate and non-corporate actors vying define social and en-

vironmental responsibilities of corporations.  

According to neo-Gramscianism the concept of contested governance refers to a discursive 

system characterized by contestations among multiple actors, both corporate and non-

corporate, who engage in continuous struggle over the governance of value chains each char-

acterized by their own interest and agenda. Whether governance of sustainability within the 

DDVC refers to a process of contested governance thus depends on two factors. First, whether 

multiplicities of actors engage in continuous struggle over governance and second, whether 

these struggles can be characterized by actors individual interest and agendas.  

The findings in both chapters revealed how governance of the DDVC and sustainability re-

spectively are continuant objects for contestations by a multiplicity of actors.  

According to literature actors operating beyond national borders are particularly vulnerable 

because they provide ‘opportunities’ for interests groups to identify practices used by the firm 

in some country that may be unacceptable in another country (Levy 2008, 956). A trend 

which was clearly emphasized in the DDVC of which Arla is by far the largest corporations 

and the only dairy in Denmark which export milk powder to third world countries.  

“The larger you are the greater is your responsibility, because you set a standard of practice 

for the entire country and here you have to acknowledge that there is […] Danish […] food 

corporations which are close to resemble monopoly-like tendencies […] which Arla is […] 

which in my opinion reflects a very large responsibility […] it is very important to take into 

consideration that all corporations are different, they have different market power, they work 
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in different locations and have different possibilities for doing different things. The goals they 

create needs to be adapted to what makes sense according to the specific corporation.” 

(WWF, Nordbo 2015, 4).   

It is furthermore recognized within Arla that “The more we engage in these developing coun-

tries the more exposed we are, why we decided to hire a CSR responsible […] to make sure 

that due diligence have been properly implemented” (Arla, Nielsen 2015, 2). As predicted by 

Auld and  furthermore revealed in the Devils triangle the more transboundary the corporate 

practice the more comprehensive the policy focus of the corporations needs to be in order to 

manage the expectations of both corporate and non-corporate actors.  

The limits to sustainability standards which have been used as governance tools of sustaina-

bility within the DDVC is that these do not and cannot cover all areas of sustainability con-

cerns (Auld 2014, 142). Which has implied a proliferation of use of standards within the 

DDVC where Arla due to their transboundary activities have used these to govern sustainabil-

ity to an extent in which this is referred to as a plug it in-method (Arla, Nielsen 2015, 7).  

Once a SSG has been implemented stakeholders are able to weigh corporate practice up 

against that standard. However, it also provides stakeholders with the opportunity to address 

coordination challenges arising at the intersection of the policy issue the SSG (Auld 2014). In 

order to respond to these new coordination challenges a new standard might be necessary to 

address this issue and hence, this create continuous coordination which can result in one of 

two scenarios, either this may lead to an issue where such coordination creates a race to the 

bottom or it creates incentives to move towards the engagement in partnerships for sustaina-

bility (Auld 2014).  

This has been predicted in contested governance literature, which indicates that contestations 

help to explain the coexistence of contradictory trends in the global economy. On one hand, 

corporations have taking on a plethora of initiatives from conducting annual reports to adher-

ence to a multiplicity of voluntary SSGs to define social responsibilities. On the other, ine-

quality is rising and issues of trading down have become more prominent. These contradicto-

ry trends can be understood as manifestations of a shifting balance of forces as actors engage 

in strategies and counterstrategies at multiple levels across a complex economic and discur-

sive terrain (Levy 2008, 958).  
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Within the complex field of sustainability governance powerful actors vying to define social 

and environmental responsibilities can be identified to engage in three kind of strategic levels 

in the DDVC when addressing sustainability concerns, these relate to do-no-harm compli-

ance, do-good compliance as well as partnerships for sustainability. While these  

6.1 “Do-no-harm” Compliance 

While UNGP and OECD guidelines are considered to be an asset in governing sustainability 

one could worry that as many SSGs have been created for the same purpose these will blend 

in amongst the other initiatives.  Within this area most corporations still think what the risks 

are for us. And in fact if they want to introduce the guiding principles then they need to look 

at what are the risks for the rightholders (KPMG, Honoré 2015, 4).  

This implies that one of the challenges of  

One of the challenges of working with […] sustainability, have been that there has been too 

many tools and […] too many platforms. I have welcomed obligations […] to expand the 

knowledge about OECD guidelines and […] to possess a function the merge of UNGP and 

OECD […] In Global Compact it is this principled approach […] and the idea of continuous 

improvement. And to make sure that in principle everyone can participate. […]But then it 

also demands that the reporting that follows needs to be substantial […] in due time and rele-

vant. (MCHI, Øvlisen 2015, 4-5).  

As the adherence to standards are often driven by expectations, the more difficult it gets to 

find unifying approaches to how to deal with these issues. Many issues arise because you 

have not been able to agree on the terms. So standards take the responsibilities to a level [...] 

where it becomes compliance [...] which then becomes checkmarks […] so we can get back to 

business. But if we really want to change something then we need to use standards as part of 

our strategy […] (KPMG, Honoré 2015, 7-8).  

What happens with the proliferation of sustainability appears to be twofold – they add to the 

vicious circle of compliance by reinforcing itself as predicted by Auld (2014), i.e. create new 

boundary areas, and they add to the ‘anything goes’ mentality within sustainability (Christen 

and Schmidt 2012). As indicated by Arla If it is more standardized you are able to plug it in 

like ISO quality standards which we are used to work with […] once you are audited, then 

you are, and then you comply with it, so to speak (Arla, Nielsen 2015, 7).  
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Compliance is a question of typing down a standard and then from this explain know I do it 

like this. UNGP is a guideline which asks you to implement the different tools which enables 

you in one way or another to understand your actions and decisions’ human rights impact 

[...]. When you get this if there is something you are missing and you realize you have a re-

verse impact on human rights then you need to have a remediation system which enables peo-

ple to […] be compensated. [...] The standard part is uninteresting as it is not a question of if 

you made the analysis but rather if you have the analyzing capacity to grasp what is actually 

happening. (KPMG, Honoré 2015, 6) 

One needs to keep in mind that UNGP is the first global minimum standard for corporate 

global CSR and it was adhered to in UN unanimously […] so it has a totally different status 

than ISO or OECD (Global CSR, Thorsen 2015, 6).  

The issue of integrating the social aspect of sustainability in to corporate terms has been a 

challenge which was not defined until 2011 before 2011 we discussed what corporation’s 

responsibilities were, and no one was able to answer that. If you asked Amnesty then they 

would say corporations have a huge responsibility, and if you asked the corporations or 

DAFC or DI then they would say that corporations have such little responsibility and the re-

sponsibility for human rights were on the states. With UNGP the human rights issue moved 

from emerging expectations into the semiformal (KPMG, Honoré 2015, 3).  

The difference between being compliant and being strategic is thus what will become an im-

portant distinction the coming years. The supplier-buyer relationship will be of critical im-

portance but will also need to be more defined in terms of responsible company behavior. 

While it is true that the guiding principles indicate that the larger the corporation is within its 

value chain the greater responsibility it has, it also becomes evident that the responsibility of 

doing what is defined. As indicated by Thorsen, Global-CSR corporations need to be compli-

ant and then everything you do strategically is voluntary for you, this is where you figure out 

where you can have most impact, but no one can demand from you what your strategy needs 

to be […] your suppliers need to identify their strategic focus to get the most value out of it 

[…] so unless it is a partnership then you can only ask of your suppliers to fulfil the minimum 

requirements for the managerial system it needs to have in place to be able to deal with its 

negative impacts,[…] and then they have to choose their strategic focus where they find this 

to be most valuable’  (Global-CSR, Thorsen 2015, 9-10). This implies that according to these 
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guidelines larger buying corporations cannot ask of their suppliers what they consider to be 

the proper strategic focus.  

6.2 ‘Do-Good’ Compliance 

I don’t believe we can continue using standards at some point we have to reach a level where 

the bottom is reached [..] we have to reach the point where we need to say that now the cor-

porations needs to take the next step in defining what is important to them, to their core busi-

ness, and that they don’t work with climate because everyone else does it they work with cli-

mate because it could really make a difference (Coop, Sundstrup 2015, 12). 

In 10 years it must be expected that all companies are in compliance with the minimum 

standard and then it is no longer possible to get value out of complying to this, this you are 

able to in the transition phase, then you can get value out of addressing adverse impact […] 

but then this becomes the standard and the norm and then a strategic focus becomes im-

portant […] so it is about not to focus all energy on being compliant but also use it to 

strengthen ones sustainability profile (Global CSR, Thorsen 2015, 9).  

In reality I do not believe you can state it as a either or rather I believe you can identify it as 

a continuum […] In many ways if a corporation works from the prerequisite that as long as it 

‘does no harm’ then you do good enough but this is no longer sufficient. []As it is expected 

that once you enter a local community as a responsible corporation then you have a commu-

nity building task especially in the vulnerable or developing countries (MCHI, Øvlisen 2015, 

6).  

Global-CSR corporations need to be compliant and then everything you do strategically is 

voluntary for you, this is where you figure out where you can have most impact, but no one 

can demand from you what your strategy needs to be […] your suppliers need to identify their 

strategic focus to get the most value out of it […] so unless it is a partnership then you can 

only ask of your suppliers to fulfil the minimum requirements for the managerial system it 

needs to have in place to be able to deal with its negative impacts,[…] and then they have to 

choose their strategic focus where they find this to be most valuable’  (Global-CSR, Thorsen 

2015, 9-10).  

This implies that according to these guidelines larger buying corporations cannot ask of their 

suppliers what they consider to be the proper strategy. While the interesting thing to see is 

whether new guidelines can be used for  
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6.3 Partnerships for sustainability – addressing emerging expectations 

While interviews in chapter five, suggests that both corporate and non-corporate actors agree 

on the internationally agreed framework for sustainability as was indicated in the normative 

principle of justice, the area of concern often relates to what should be done, when the systems 

to address adverse impacts is in place, and when we know what happens and we get an alert 

that there can be something negative, that is more unclear (Care, Rasmussen 2015, 3).  

ActionAid is aware of this issue and refer to it as systemic issues or industry specific chal-

lenges or in cases where a corporation after an honest and well-informed analysis concludes 

that it cannot tap into this without damaging its competitiveness.  Here we have a collective 

action problem where the industry needs to address this issue, if it is on a balanced founda-

tion then ActionAid cannot ask of a corporation to damage their competiveness by being the 

only corporation dealing with this issue (ActionAid, Børrild 2015, 3).   

If we then can signal that an NGO, a business association and a corporation can find a way 

to communicate under common goals and create results [..] then I believe this to be a success 

[...] I believe this will require a good portion of flexibility and pragmatism from all parts as 

we do not have the exact same agenda. But if you agree that the project you engage with has 

a higher purpose and is part of a process, then I think it makes sense and I deny in no way 

that this could not be done with other NGOs or companies (DAFC, Laustsen 2015, 5-6).  

In summary, while contested governance would sound like it should play out in loud disputes 

often between corporate and non-corporate actors, such as the Arla and ActionAid case. This 

thesis reveals how contested governance as a concept best explains the underlying structures 

as the driving force of governance of change. The emphasis of the DDVC analysis within this 

thesis was thus an attempt to unveil to what extent governing sustainability expectations in the 

DDVC can be seen as a process of contested governance. The visibility of contested govern-

ance was hence best expressed in the analysis of Devils triangle as this allowed to analyze 

paradoxes of which it could nothing but be expected that contestations would occur. Howev-

er, as this section reveals then contested governance does not only lead to changing outcomes 

due to a power struggle between actors; this section revealed how this could be uniting as 

well. Especially latter is interesting as partnerships are proliferating. As predicted in the intro-

duction, the results advocates for a more dynamic approach to analyze governance in value 

chain that move beyond the ‘do-no-harm’ compliance model towards a ‘do-good’ RBC mod-

el, which can be continuously challenges and improved.  
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How contested governance If more time had been available I would have spend considerably 

more time looking into how contestations unify competing actors into partnership. However, 

as indicated in my research question which wanted to analyze the extent to which sustainabil-

ity governance reveals of process of contested governance, which was accounted for both in 

the value chain study as well as the study on 

6 Concluding Remarks 

Corporations’ role in enforcing sustainable development within the agricultural supply chain 

which is economic, social and environmentally viable is continuously emphasized by interna-

tionally agreed principles for Responsible Business Conduct (RBC) that encourages corpora-

tions to prevent and mitigate their adverse impacts to sustainable development linked to their 

operations, products and relationships. 

How such expectations to corporate behavior is governed within the Danish Dairy Value 

Chain (DDVC), what implications this have for sustainability governance, as well as the ex-

tent to which corporate and non-corporate actors sustainability concerns reveal a process of 

contested governance outlines the structure of this thesis.  

Three analytical efforts frame the proceedings of this thesis; that is Global Value Chain Gov-

ernance, Sustainability Governance and Contested Governance.  

The organizing research question; to what extent sustainability governance reveals a process 

of contested governance between corporations and non-corporate actors vying to define the 

social and environmental responsibilities of corporations, was answered  in three steps.  

First part of the analysis sketched the overall governance characteristics of the DDVC by 

investigating how corporate and non-corporate actors in the DDVC shape its governance. 

Through the lens Ponte & Sturgeons modular-theory building approach to global value chain 

(GVC) governance it was revealed how governance is best understood through the concept of 

multipolarity where governance is shaped by both corporate and non-corporate actors’ expec-

tations to RBC at different levels in the value chain. The micro- and meso level determinants 

of governance thus relates to an act of maintaining credibility and competitive status within 

the DDVC through continuously improving product and/or process quality in an act of match-

ing these to new expectations from consumers. While the macro level determinants revealed 

how the more transboundary the actions of corporate behavior become, the more actors’ the 
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corporations needs to be responsive to and the less explanatory value the micro and meso lev-

el determinants of governance will have in the pressure to satisfy the demand of ensuring ac-

cessibility.   

Second, the analysis investigated the arbitrariness of sustainability as a concept and what im-

plications this may have for sustainability governance. It became evident that the main impli-

cation to sustainability governance were  found in the sustainability problem where  

The visibility of contested governance became apparent in the analysis of Devils triangle as 

this allowed to analyze paradoxes of which it could nothing but be expected that contestations 

would occur. However, as this section reveals then contested governance does not only lead to 

changing outcomes due to a power struggle between actors; this section revealed how this 

could be uniting as well. Especially latter is interesting as partnerships are proliferating. As 

predicted in the introduction, the results advocates for a more dynamic approach to analyze 

governance in value chain that move beyond the ‘do-no-harm’ compliance model towards a 

‘do-good’ RBC model, which can be continuously challenges and improved.  

Within the complex field of sustainability governance it was revealed how contested govern-

ance leads a process for which powerful actors vying to define social and environmental re-

sponsibilities can be identified to engage in three kinds of strategic levels in the DDVC when 

addressing sustainability concerns, these relate to do-no-harm compliance, do-good compli-

ance as well as partnerships for sustainability, whereas especially latter offers new approaches 

to sustainability governance.   
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