Chapter 1
Introduction to Voluntary Sustainability
Standard Systems

Kristin Komives and Amy Jackson

1.1 Introduction

Private voluntary sustainability standard systems are an innovative market-based
approach to promoting sustainable production and business practices. Adoption of
these sustainability standards is intended to be voluntary: the standards are not
created, run, or required by governments or government regulation. Instead, vol-
untary sustainability standard systems are non-government initiatives that seek to
drive sustainable production and consumption by creating market demand for
sustainable products, and a supply to meet that demand. They help buyers (both
consumers and businesses) identify sustainably-produced products, and they guide
producers, forest managers, mine and tourism operators, and factory owners and
others in the choice of sustainable practices.

Voluntary sustainability standard systems have become important tools for
moving production in some sectors toward sustainability. Some of the best known
sustainability standards—e.g. Fairtrade International, the Forest Stewardship Coun-
cil (FSC), and the Marine Stewardship Council (MSC)—are now well-known
brands in many countries, and consumers rely on associated ‘eco-labels’ to inform
buying decisions. Business attention to sustainable procurement has grown,
increasing both supply and demand for products produced in accordance with
sustainability standards. A 2010 study of the market presence of voluntary sustain-
ability standards found that, as of 2009, 18 % of globally managed forests were
certified to the FSC or PEFC (Programme for the Endorsement of Forest Certifica-
tion Schemes) standards, 17 % of global coffee supply was produced in compliance
with a sustainability standard, and sustainable bananas made up about 20 % of
global banana exports (Potts et al. 2010). Parallel to the growth in these sectors with
long experience with certification, new voluntary standard systems are emerging in
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sectors such as bio-trade, mining, energy, water and sports (e.g. Union for Ethical
Biotrade, Responsible Jewellery Council, Initiative for Responsible Mining Assur-
ance, Alliance for Responsible Mining, Roundtable for Sustainable Biomaterials,
Golf Environment Organisation, Alliance for Water Stewardship and more). New
uses for voluntary sustainability standards are also emerging. Actors such as
governments and financial institutions are now employing standards to help imple-
ment policy objectives and assess portfolio risk.

Voluntary sustainability standard systems are an increasingly important market
mechanism for driving sustainability, and the world of standards is rapidly inno-
vating and evolving. In the first half of this chapter we explain what private
voluntary sustainability standard systems are and how they are structured. We
briefly review the history of these standards and examine recent trends in the
evolution of standard systems. In the second half of the chapter, we examine
concerns expressed about the credibility and effectiveness of sustainability stan-
dards and how the voluntary standards movement is addressing these concerns.

1.2 Voluntary Sustainability Standard Systems: Structure,
History, and Evolution

1.2.1 Terminology

Voluntary sustainability standard systems are known by many different names.
Even within this book, authors use various different terms to refer to these market-
based instruments, including ‘voluntary sustainability standards’, ‘private stan-
dards’, ‘standard systems’, ‘certification’, and ‘eco-labels’. Often authors employ
these terms interchangeably, without attaching a particular meaning to one term.
However, there are subtle differences in the terminology that are important to
understand.

‘Private’ highlights the non-governmental nature of these systems. It does not
mean that they are business-driven initiatives; often private voluntary standards are
developed and managed by multi-stakeholder groups or even groups dominated by
non-governmental organisations. The use of ‘eco’ or ‘sustainability’ in the name
differentiates  voluntary  sustainability standards from other similar
non-governmental, market-based initiatives that are not focused on addressing
sustainability concerns.

The term ‘system’ highlights that these instruments rely on more than just the
standard itself (the list of required practices or performance levels) to drive change.
Below we describe each of these pieces of the system. ‘Certification’ is a reference
to one piece of a standard system—the assurance process—and to one particular
approach to assuring that products are actually produced in accordance with the
standard.
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In general, our discussion in this chapter focuses on ‘voluntary sustainability
standard systems’—multi-faceted, market-based systems with sustainability goals.

1.2.2 Structure

At the heart of any sustainability standard system is a standard that defines good
social and environmental practices or performance in an industry or product (see
Chap. 2, “Standards for Standards” for an in-depth discussion of the content of these
standards). But a standard alone would not be sufficient to create a market for
sustainable products. The market mechanism behind standards relies on four other
important components of a standard system: assurance, labels and claims, trace-
ability, and capacity building.

¢ Producers and other businesses seeking to meet a standard (e.g. farms, fisheries,
forests, factories, or operations) are assessed to determine whether they meet the
standard. This is done through the assurance system set up by the standard-
setting organisation. Assurance of compliance has traditionally been based on an
independent, third-party audit leading to certification, though new approaches
are emerging. The assurance systems gives buyers the confidence that they are
buying sustainably produced products.

» Many standard setting organisations offer corporate buyers of certified products
the right to use a consumer-facing label or claim on product packaging
(e.g. Fairtrade-certified coffee or the Rainforest Alliance green frog label on
certified products). Others permit only business-to-business claims. Labels and
claims are appealing to buyers and consumers and thus help increase demand for
products produced in accordance with the standard.

e Traceability systems trace the ‘chain of custody’ of products, from where they
were produced, through the full supply chain, and through to the final product, to
provide proof of the origin of products carrying a label or a claim.

* Some standard setting organisations provide capacity building services to help
producers, operators, or enterprises come into compliance with their standard.
Others work with partner organisations that provide this training service.

By combining these five elements (the standard, assurance, labels and claims,
traceability, and capacity building), voluntary sustainability standard systems pro-
vide incentives for many different actors to support and implement more sustain-
able practices. Consumers rely on standard systems to identify products that were
produced using practices they value and want to support. For businesses seeking to
source sustainably, the standard systems provide assurance that they are in fact
buying products produced using responsible practices. Together, consumers and
purchasing businesses build a demand for sustainable production. For suppliers of
this product, standard systems offer guidance on how to improve production and
meet sustainability goals and connect them to a market for sustainable products
(which often provides higher prices than conventional markets).
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1.2.3 History and Evolution

The first private voluntary sustainability standards date from the first half of the
twentieth century. These early sustainability standards were private organic stan-
dards for agriculture, for example the Soil Association in the United Kingdom.
Organic standards were developed locally, each with somewhat different criteria
and different required practices. IFOAM (International Federation of Organic
Agriculture Movements) was established in 1972 to lead, unite and assist the
organic movement. Their work continues, for example with the publication of the
consolidated Principles of Organic Agriculture, an international guideline for
certification criteria, in 2005.

The fair trade certification movement followed a similar path, starting with one
national standard, Max Havelaar in the Netherlands in 1988, and being replicated in
several other markets across Europe and North America. These national standards
then came together under one umbrella organisation, Fairtrade Labelling Organi-
sations International (today Fairtrade International, or FLO), in 1997. In identifying
the need for international coordination very quickly, Fairtrade provides an inter-
esting transition from the organic movement to the next generation of sustainability
standards which took a global approach from the beginning of the standard-setting
process.

These standards, which emerged in the 1990s, aimed to develop global consen-
sus on sustainable practices for particular industries and sectors. Early examples of
this are the FSC, the MSC, the Rainforest Alliance’s Sustainable Agriculture
Network (RA-SAN), and Social Accountability International (SAI), which set
standards for forestry, fisheries, agriculture, and labour respectively. All four set
their standards through multi-stakeholder processes that brought NGOs, businesses,
and other stakeholders to the table, and they still use this approach today.

These systems were created at a time when market mechanisms for environ-
mental protection were gaining in popularity due to disillusionment with the
effectiveness of government regulation and legislation to address sustainability
challenges. The principle reason for creating the systems was to offer a
non-governmental tool for achieving social and environmental change. NGOs and
other actors who promoted the creation of these systems saw them as important
vehicles for changing consumer buying patterns, business purchasing decisions,
and production practices. Using the market was a powerful approach for using
consumer demand for sustainability in one country to drive change in production
practices in others. For example, the first product sold with a Fairtrade label was
coffee from Mexico sold into Dutch markets.

A third generation of standard systems emerged after the turn of the century—
commodity-based ‘roundtables’ bringing together stakeholders from industry,
NGOs, and government to develop standards for commodities with known negative
impacts on the environment. The roundtable standards were an initiative of WWF,
seeking to use market forces to make sweeping changes in these sectors.
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Fig. 1.1 Growth in labelling initiatives (Source: Ecolabel Index 2013)

Roundtable for Sustainable Palm Oil (RSPO), Roundtable for Responsible Soy
(RTRS) and Bonsucro are three examples.

Since the early 1990s there has been a dramatic increase in the number of
standards and eco-labels. As of July 2013, the Ecolabel Index is tracking
435 ecolabels in 195 countries (Ecolabel Index 2013; see also Fig. 1.1); more
standards and labels emerge every year. The number of industry sectors employing
voluntary standards as an approach for achieving sustainability is also growing,
with standards in sectors like mining (e.g. Responsible Jewellery Council) and oil
and gas (e.g. Equitable Origin) being established. More detailed information on the
history of voluntary standards systems is available in Chap. 4, “The Evolution of
Voluntary Standards Systems — From Niche to Mainstream”.

The first signs of organisation within the voluntary standard system industry
itself appeared at the end of the 1990s when the Forest Stewardship Council (FSC),
the International Federation of Organic Agriculture Movements (IFOAM),
Fairtrade International and Marine Stewardship Council (MSC) came together to
discuss the feasibility and benefits of working in closer collaboration. By 2002 four
more organisations—International Organic Accreditation Service (IOAS), Marine
Aquarium Council, Rainforest Alliance (RA-SAN) and Social Accountability
International (SAI)—joined to form the International Social and Environmental
Accreditation and Labelling Alliance (now just referred to as the ISEAL Alliance).
The aim of the newly formed ISEAL Alliance was to enable collaboration between
its members and coordinate and represent their common interests to government
and other key stakeholders. In June 2013, the ISEAL Alliance had 14 full members
and 7 associate members, all international bodies involved in standard setting or
accreditation.
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1.2.4 Trends in Standard System Models

Over the course of the relatively short history of voluntary sustainability standards,
standard setting bodies have sought to meet the changing expectations and needs of
stakeholders by innovating and adopting new standard and assurance models. This
has led to increasing diversity in the types of voluntary standard systems.

Traditionally sustainability standards have been practice-based standards—they
required certified entities to implement specified production practices or adopt
particular management systems. The assumption underlying the standard is that
these practices would deliver the desired social and environmental outcomes. Field
research is needed to show that this is indeed the case. More recently, standards
with outcome or performance-based requirements are emerging. These standards
require certified entities to meet specified performance targets (e.g. water quality or
carbon measures). This approach to standard setting has the advantage that certified
entities can themselves decide which practices or systems to adopt in order to meet
the goal. Performance based standards also provide more immediate evidence that
the standards are achieving desired outcomes. However, some stakeholders feel that
these types of standards may not be appropriate in all scenarios, for example in
social auditing, and performance standards are too new to fully evaluate the
feasibility of implementing a performance based standard on a global scale or the
relative effectiveness of process versus performance based standards. In Chap. 2,
author Robert B. Gibson argues that no one solution is applicable to all sustain-
ability challenges. Diversity in the structure of standards is likely to increase over
time as standard-setters seek to improve the effectiveness of their standards.

Just as the diversity of standards models is increasing, so is diversity in the
objectives and geographical base of standard systems. Early voluntary standards
were developed in Europe and the United States and generally aimed to set a high bar
for sustainability and focused on a niche market where price premiums were a likely
benefit. More recently we have seen the emergence of standards based in Latin
America and Asia (e.g. RTRS and RSPO; see also Chaps. 16 and 17 for a discussion
of standards in China) and the creation of standards that aim to improve mainstream
industry practice or eliminate the most egregious practices. The 4C Association, for
example, developed a baseline standard for coffee, which is intended to offer a first
step in moving towards sustainable production in the coffee sector (see Chap. 8,
Sect. 8.3 for more information about the 4C Association). Some standard systems
permit certification at different levels of performance, such as the various Green
Building Council’s globally which offer Platinum, Gold, Silver, and Bronze certi-
fications for green buildings (see Chap. 23 for a detailed review of one example, the
German Sustainable Building Council’s (DGNB) certification system), and many
standard systems build requirements for performance improvement over time into
their standards (e.g. Fairtrade and UTZ Certified standards in agriculture).

Another important trend in the standards’ world is the emergence of collabora-
tion across standard setting bodies as they recognise that they do not operate in
isolation. For example, 4C Association now works in collaboration with Rainforest
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Alliance, Fairtrade International, and UTZ Certified to develop “stepping up”
programs that would move producers from the baseline 4C standard to one of the
other more rigorous standards. New standards such as the Roundtable for Sustain-
able Biomaterials (RSB) have benchmarked their standard to existing agricultural
standards so as to accept compliance with one of these standards as proof of
compliance with part of the RSB standard. Cooperation across standards is making
it possible for standard systems to specialise (for example, by focussing on one
sector—Alliance for Water Stewardship) and still provide standards users with the
option of addressing a broad range of sustainability issues in their supply chains.
One example of this is joint Fairtrade/FSC certification for non-forest timber
products. These forms of cooperation could ultimately help address the complex
and multi-faceted nature of sustainability challenges (see Chap. 2).

1.2.5 Trends in Assurance

Parallel to the evolution in the standards themselves have been innovations in two
other components of standard systems—assurance and traceability. The traditional
approach to assurance has been, and remains, the use of independent, third-party
auditors checking that an enterprise complies with the standard, which results in a
certificate being issued. These independent auditors are normally from a conformity
assessment body or certification body. The ability and quality of work done by the
certification body can be checked in various ways, a process generally referred to as
accreditation or oversight. In the past this oversight has normally been done by the
standard-setting organisations themselves, or with reliance on National Accredita-
tion Bodies. A more recent trend is for the standard-setting organisation to appoint
an independent, international body—IOAS, Social Accountability Accreditation
Services (SAAS), or Accreditation Services International (ASI)—to do the accred-
itation for their scheme and help ensure global consistency in the performance of
certification bodies. For example, this approach has been taken up by SAI, MSC,
FSC, RA-SAN, a large proportion of the organic movement, and newer entrants like
Aquaculture Stewardship Council (ASC) and RSPO, among others.

At the same time, alternatives to audits as a means for checking compliance are
also emerging. For example, while it is generally recognised that auditors should
not give advice during an audit, some standards have identified ways to take
advantage of the presence of auditors in the field or on the factory floor to help
improve practices, without compromising the impartiality of the audit. Some entry-
level standards with a focus on performance improvement, such as the 4C Associ-
ation, use what they call ‘verification’ rather than certification. In this approach, the
‘verifiers’ may provide advice about how to improve practices during the audits.
The companies that are successfully ‘verified’ do not receive a certificate, and
companies buying these products cannot use an eco-label on their packaging,
however the general level of practice is improved in the sector. Another set of
emerging assurance models rely heavily on transparency and peer review to provide
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assurance of compliance. One example is the Participatory Guarantee Systems
(PGS), in which producers check the performance of their peers. These changes
are motivated by a desire to reduce the cost and complexity of assurance and to
facilitate scaling up the use of sustainability standards.

In order to substantiate sustainability claims, most standards systems employ a
form of traceability, sometimes also termed ‘chain of custody’. ‘Identity preserva-
tion’ is the most strictly controlled form of traceability, but this can require
considerable work as it requires products to be 100 % traceable, from certified
origins. ‘Segregation’ keeps certified products separate from non-certified but does
not allow one to track a specific batch of product to origin. ‘Mass balance’ keeps
track of certified volumes, but these may be mixed with non-certified products. An
interesting approach that is used to connect remote producers with the market is the
certificate trading system, where credits are sold that equal the amount of certified
product produced, but the actual product is not shipped to the buyer of credits. This
is mainly used in large commodities such as palm oil, or where traceability of the
product itself is impractical.

The choice of traceability system can have important implications for the overall
functioning and impact of the standard system, as illustrated with an example from
the Renewable Energies Directive (RED) of the European Commission. RED
establishes that mass balance approach to traceability is acceptable for their
requirements to demonstrate responsible sourcing of biofuels, however, some
stakeholders are expressing concerns that this could allow false claims to be
made. Conversely, if traceability requirements are too high, it could decrease the
uptake of the scheme and therefore threaten its broader impact. There is additional
detail on the chain of custody considerations and their implications in one sector,
forestry, in the second half of Chap. 10 “Environmental Standards and Embedded
Carbon in the Built Environment”.

Standard systems are seeking new solutions to these dilemmas, including how to
use technology to increase accessibility whilst maintaining rigour of traceability
systems. Online traceability is seen as a possible replacement or supplement to
traceability systems, to decrease on-site audit time and cost. Technology can also be
used to add valuable controls to combat fraud, which is a risk given the price margin
sometimes available for certified goods. FSC is currently setting up an online
system to verify and trace the use of FSC claims. Many systems provide access to
databases to provide real time certification information (i.e. that a company is still
certified to handle certified products) to help reduce fraud.

Traceability systems are one area where active collaboration between systems is
already being seen. UTZ Certified, for example, hosts the ‘Good Inside Portal’
which tracks UTZ Certified products, and has begun outsourcing this to other
standards, beginning with RSPO. The ASC has accessed the MSC chain of custody
standard and certification methodology and hosts their data within the same data-
base as MSC. This improves accessibility for participants in their shared seafood
supply chains and leads to more efficiencies within the newer ASC to allow for
faster growth.
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1.2.6 Trends in the Uses of Voluntary Sustainability
Standard Systems

Sustainability standard systems offer a global approach to reward and encourage
actors to stop harmful practices and adopt practices and systems that will improve
sustainability outcomes. The standard systems themselves and many of their key
stakeholders see this as the primary goal and long-term benefit of standard systems.
And yet, as the standard system industry has matured, other actors have begun to
use sustainability standard systems for other purposes as well.

Although initially conceived of as an alternative to government regulation, many
governments now rely on voluntary standards systems to help enforce or implement
their own policies. For example, LEED standards have been incorporated in green
building policies of numerous state and local governments in the United States.
Tunisia based its national organic agriculture policy on IFOAM standards, which it
saw as global best practice (Carey and Guttenstein 2008). These are examples of
what a recent report (Toward sustainability: The roles and limitations of certifica-
tion) characterises as ‘superseding’ private standard systems by incorporating them
as part of legislation (Steering Committee 2012). In ‘hybrid’ models of interaction
between governments and standard systems, there is a division of labour and
function between governments and sustainability standard systems. For example,
the European Union has recognised voluntary sustainability standards as a mech-
anism for verifying compliance with EU biofuels regulation and its requirements on
forest product legality verification.

Sustainable public procurement is another example of government use of sus-
tainability standards. The crucial advantage of sustainability standards systems for
public procurers is that they ‘outsource’ the identification of sustainability hotspots
in the supply chain and the verification of compliance with sustainability criteria.
This is particularly significant when public purchasers are procuring in multiple
categories, with limited time and expertise available to assess each and every
product category in detail. In some regions, legal frameworks place limits on the
extent to which sustainability standards can be included or referred to in public
procurement processes.

Like governments, retailers, manufacturers, and brand managers use procure-
ment of certified products to help meet their own sustainability commitments. The
appeal of standard systems to businesses, however, goes beyond sustainable pro-
curement. Partnering with standard systems helps reduce the risk of exposure of
unsustainable practices in their supply changes, where one example of bad practice
highlighted in the media can significantly damage brand value. Standard systems
with consumer facing labels also offer the potential to market certain values to
consumers, and to potentially recover higher costs of procurement. Global brands
use different sustainability standards in different products in order to appeal to
different consumer groups.

One key driver for the growth in standards has been some businesses’ recogni-
tion of the value of sustainability standards as an approach to securing long-term
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supply of products and ingredients. For example, Unilever joined forces with WWF
to form the MSC shortly after the collapse of the Grand Banks cod fishery, as this
lack of supply was a clear threat to the success of their Birds Eye and Iglo frozen
fish business. This trend is also now visible in agriculture where climate change,
land use pressures, and aging farming populations threaten to reduce supplies.
Companies operating in these sectors see certification helping them secure future
supply in three ways. The first is that by addressing sustainability issues
(e.g. environmental problems that limit production, vulnerability to climate change,
and farmer incomes) they will make the production more viable into the future and
help ensure continued supply. The second is that the standard system itself creates a
link between producers and buyers, which can help ensure a particular company
access to the supply they need. Thirdly, having made this link it can help to drive
change at the production level, where the longer term relationships can act as
reassurance that investments in improved practices have an interested customer,
and so will be repaid at a later date.

1.3 Addressing Concerns, Defining Credibility,
Demonstrating Effectiveness

Growth in the supply and demand for certified products, increasing diversity in
standards and standard systems, and the emergence of new actors and uses for
standards are all signs that the world of voluntary sustainability standards is
maturing. With this maturity comes also more attention and scrutiny of standard
systems in general and of individual systems. Both standards proponents and
sceptics have raised important concerns, and standard systems are working to
address them.

What are the major concerns that proponents and critics of standard systems
have raised about voluntary sustainable standards? And how are standard systems
seeking to address those concerns? Three broad areas of concern discussed in the
second part of this chapter are growth and market, accessibility and exclusion, and
impact and claims.

A first set of concerns relates to the market for sustainable products created by
voluntary standard systems. There is concern that these systems will not grow
quickly enough—that they will not develop enough supply for the market, or
conversely, not generate rapid uptake in the market when certified supplies are
available. Finding a balance between demand and supply is tricky. The oversupply
of certified products that do not end up being sold with the relevant claim is referred
to as leakage. Leakage reduces any margins or benefits from securing customers as
aresult of certification and can reduce the incentive of producers, factories, or other
operations to seek to demonstrate compliance with a standard. Where there is not
sufficient supply of certified product available, it can prevent larger customers from
making commitments to sourcing from a particular standard because they do not
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