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Global Retailersand Cor porate Responsibility

Cosetta Pepe

Abstract

Consumers and companies are paying more attentioresponsible behaviour.
What is more, the percentage of consumers who ttayeare ready to abandon a
brand for environmental reasons has grown. Congsmaiso perceive the value of
responsibility to the environment and society.

Even in areas where these issues have become cqiac®r{primarily in the
Anglo-American world), consumers tend to suppoet gimoblem much more in
their statements than in their actual purchasingdeour.

Where retail companies are concerned, the acceptaricresponsibility to the
environment and to society is reflected in a nundfemnotivations. First of all, the
possibility of distinguishing themselves from tloenpetition, which is the element
most perceived by both mainstream and specialispemies. This is true in the food
sector above all and in fields where the risk otidents is greatest. Another
motivation may be the fact that they could be lgligfor ethical investment funds,
particularly in the USA.

Keywords. Corporate Responsibility; Retailing; Supply Chiitonomics; Retall
Marketing; Global Corporations; Global Markets; @irsable Development; Fair
Trade

1. Responsibility and Valuesin Evolving Business-Environment Relations

Today, in some companies and sectors in partictifer,issue of corporate
responsibility is the new theatre of competitive confrontatiéittention is focused
on an extended concept of responsibility, the fafita general evolution of the
‘values’ that underpin relations between businesd anvironment. They are
characterised by economic, social and environmerahles, and above all — in
their most advanced form — by a philosophy thaftsiihe focus of the analysis to
the relationship between production, consumptiod ealture, highlighting the
deepest link: ‘the traditional approach reflects tlea that markets are primary,
...but this is mistaken because companies cre&edculture first and then the
markets, ...so the utility of the markets mustib&dd to the intimate depth of the
culture’ (Rifkin, 2003)
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For the company it is therefore a question not aflpvercoming a concept of
responsibility linked to the maximisation of the pital invested by the
shareholders, but also of going beyond the simpmle i answering for its
performance to the various types of stakeholderd, @eating the conditions so
that all the parties involved, both directly andinectly, can be part of the same
‘culture’ of production, the market and the temyto

The issue therefore involves not only corporatpaasibility, but also that of the
other parties involved. We can consider the respditg of consumers — regarding
the many aspects of responsible consumption retatéte quality of the products,
the environmental and social balance, and awareokgdhe gap between the
southern and northern hemispheres — and the rabpiysof the various
institutions national and international, public and privateattmust provide the
orientation, support and, above all, control andrtiftmation that these
responsibilities are actually exercised.

However, it is not easy to estimate the real degfeensitivity to this issue and the
effective dissemination of the commitment on thenf; and it is just as difficult to
understand the nature, motives and roots of tinewed attention to the problem. It
is possible to have two opinions in this regardjcWitorrespond to two types of
behaviour on the part of the companies. On one,hthatl the re-emergence of the
issue of responsibility derives from an improvedcpption of the complexity of the
relationship between company and environment agrveater capacity to deal with it
— a circumstance that would express ‘active’ behavon the part of the interested
companies. On the other hand, that the reasoimliee need for companies to ‘react’
to the deterioration of this relationship (Nichpl&02), caused both by objective
motives (pollution, food risks, new forms of expédion, increased inequality), and
by subjective elements, in particular consumerswing sensitivity and the ever
growing initiative of the various social players avipromote awareness of the
problem, sustaining or directly achieving alterv@teconomic processes — as in the
case of fair trade — that are more in tune withpitireciples of balanced development.

In any case, the framework of analysis regarding éxtended concept of
responsibility reveals a sum of circumstances #natnot dissimilar to those that
induce companies to correct, adapt or even ref@atmauheir own strategies and
policies. Faced with the changes taking place @nrfarkets, companies must
introduce more or less radical innovations — in oneore areas of the company —
to respond to particular needs on the part of amess, to various competitive
dynamics, and to new opportunities and conditionifigese innovations — studied
or just suggested by the behaviour of other playemsumers, competitors,
external organisms) — are nonetheless always dsitm improve positioning,
development and performance: positive values fercttmpany, that are consistent
with its ‘genetic codes’ and with the language thatodes and expresses them.

Ethics, social aspects and equilibrium in the teryi are issues that companies
have always had to deal with: they are occasiomalhsidered in conflict with the
institutional goal of maximising the capital invegtor, in the broader, medium to
long term, considered and taken on board as negessthe company’s survival.
In the manufacturing culture, or even in the c@taf consumption, attention was
concentrated on efficiency/effectiveness and ongtlaity/convenience ratio; the
remainder was complementary and all the elemenfday, whether negative or
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positive, were attributed to the prevailing oriditta. What is being outlined today,
on the other hand, is a sum of values that formstem, occasionally questioning
corporate balances but also revealing itself ageiqus competitive lever for those
who know how to exploit it.

The issue of corporate responsibility — which iemed to internationally by the
acronym CSR (Corporate Social Responsibility) ‘eamtaminating’ the social and
economic environment, being forced on many compgaroéien just as a simple
element of discussion and image, but increasinglp aecessity or a stimulus to
some form of change.

This is not the place to table a debate comparogparate behaviour that is
‘authentically’ motivated by ethics with behavidimat ‘uses’ ethics to pursue the
classic corporate goals. We are more interestednaferlining that the various
aspects of Corporate Social Responsibility followd @volve in line with a cultural
evolution that affects all the players in the eomiment-market, who are interactive
and mutually conditioned, as they would be by aimgitype of change.

The problem is not therefore to brand the compaagBons as more or less
moral, but to see the extent to which it is involyéhe tools it uses to deal with or
to ‘embrace’ the problem of CSR and, above all,clvhieal transformation all this
can bring to the corporate culture, managemenciples, economic development
and value distribution.

2. Sustainable Development, Supply Chain Economicsand the Territory

From a minimum to a maximum degree of involveméme: gamut of meanings
given to the term responsibility is not only broaad composite, but above all it
now covers a chain of economic parties: to be pegthe chain of parties linked to
a single production-distribution-consumption cyatespired by ethical, social and
environmental values that transcend the operatimgrament of individual
companies and extend to the entire supply chain.

The concept that expresses the various aspectsspbmsibility and implicitly
involves all the parties that make up the prodbeitis the concept of ‘sustainable
development’. This expression sums up the threie ld@®ensions of the problem:
protection of the environment, respect of humarhtsgand equity in the
distribution of value, even referred to the neefdhe communities and territories
that are involved at various stages of the cyalethls conception, the ‘vertical’
development of the chain overlaps with the ‘*horiairdevelopment given by the
community and the territory, which takes on a pattr significance upstream and
downstream.

Upstream of the supply chain, the local economiotext, manufacturing
techniques, labour conditions and the protectionth&f environment, all draw
attention to a number of problems that must be geshavith a territorial policy
that invests a fair share of added value in itsetigment.Downstreamwhere the
product is placed on the end market, the compasiyasgly tied to the community
with its range of products and services, but alscabise it promotes social values
and philanthropy, consistent with the sensitivifytiee context. The vicinity to the
market obviously makes the issue of responsihilitye complex, even in relation
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to the policy of the territory and the protectiohtlbe environment. On the other
hand, consumers’ awareness of the issue of econawilidarity links the
company’s activities with its roots, thus mergihg two aspects.

Public and private institutions — in Italy the Mstry of Labour, in collaboration
with Universities, Chambers of Commerce and Rebeastitutes — are implicated
in the relationship between company and territat\gll levels of the supply chain,
with activities that underline the importance ofrgmrate responsibility for the
competitiveness of companies and the Country-System

The work of these institutions aims to overcome eakvapproach to social
responsibility, ‘so that the resources that comgmnwvish to dedicate to their
territory can reach a critical mass and contriltatthe achievement of a successful
welfare society’. This covers the programmes thett only work to establish
standards with which to monitor behaviour, but asgisage various incentives to
encourage companies to invest in welfare in thegtory.

o The proposal elaborated in this sense by thedtalizovernment
aims to involve companies in the funding of welfaaicies, in
exchange for tax relief and privileged access k) in the context of
collaboration between the public and the privatetses (Labitalia
2003). In an economy in which relations between paomes are
increasingly important, this stimulus from the adésworld constitutes
an incentive for the entire system, with an effleat extends upstream
to the suppliers. The problems surrounding shaesponsibility inside
the chain must be analysed in light of the imbatametween the
dimensions of the parties involved and their cafyafor information,
knowledge and control.

The strategic value of the entire supply chainasvrso obvious that, in most
cases, control of the individual stages of the @ssds combined with the need to
control the entire chain, generally under the lestip of the strongest party,
accompanied by greater or lesser degrees of codtibo from the other parties in
the chain. So it is important to reconstruct thargtels, analysing their structure
and understanding the nature of the relationshgb@béshed between the parties
involved. In particular, in addition to the role tife manufacturer, we must take
into consideration the role of the retailer, paiely when the latter has a strong
capacity to involve the end consumer with its cargbrmula, and the capacity to
activate supply chains that are completely goveresédn if they are not directly
owned in an integrated vertical structure

3. Focusing on Social Responsibility in Retailing

The field of analysis chosen is the problem of tegponsibility of marketing
companies, particularly large retail companies, clwhilike the larger and more
influential industrial companies, now control maaxttiring and distribution
chains, from a position of the ‘stronger and there also ‘more responsible’
entity. The complex nature of this responsibilgyeiven clearer in the case of the
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large marketing company: relations with supplievkjch are often smaller, that
have little control over the end market and inareglg tend to depend on the
marketing company; the vicinity to consumers anel plossibility of interpreting
their needs and expectations not only with regasd consumption; strong
integration in the territory with greater potentfat integration and variety in the
products offered and intervention than for an itdals company. There is
substantial convergence in the behaviour and redpitities of large
manufacturing and retail companies that control mtlaéional and international
supply chains, however, because the retail sestoewer and less investigated, we
want to grasp its specificity and to contributehie broader debate about corporate
responsibility from their viewpoint and with théanguage.

This reference to viewpoint and language is noti@ghe position of the large
retail company, the last link in the value chaiatumally encourages a broad view
that takes in the entire sequence of stages arshges in the production and
marketing of a product or service. The problem ofing transparency and
therefore guarantees to the entire supply chainexpressed in terms of
‘traceability’. The care given to the problem cddeability reflects the need for a
global view of the processes, which can recreaterdries in order to understand
them, control them and, possibly, manage them awmously or through a close
chain of relations that stretch upstream, backé¢oparties and locations of the first
stages of manufacture-cultivation-extraction-init@ocessing, guaranteeing the
quality and overall balance of the components ef pinoducts, but also of the
environmental, social and ethical values of thegsses.

All the stages are completed and recognisabledarpssage to the end user, and
when the overall value is achieved, and they afeewddently important and
necessary. The perspective of the person at theofetite chain is naturally more
comprehensive, but also more demanding and balantted results of the
manufacturing, retail and service activities alheerge there, giving equal dignity
to them all, demanding their visibility, coordir@ti and optimisation.

At the final point of sale we find products, tarigiband intangible needs,
purchasing behaviour, lifestyles and individual aoflective values that relate to
each other, offering numerous possible differemhgositions that can correspond
to as many supply formulae. Retail marketing thonds nourishment to strengthen
and renew itself, multiplying the potential for gaming and playing on new
elements. But it is not only a question of prodwutsl image: unlike an industrial
company, a marketing company plays with a compdemiila of products-services,
the liveability of a place, and the pleasure ofexperience that is not only a
purchasing experience. The relationship with thenttle is more direct and
investing in fomenting loyalty at the point of sédesafer and more effective today
than investing in the product brand.

Certain aspects of the experience of the most addamarketing companies are
more striking, where the issues of responsibilitgl austainable development are
concerned:

- the relationship between the type of format — aidtive size — and the way

the issues of ethical and environmental valueslaveloped and exploited in
terms of retail marketing and relative positionorgthe market;
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- highlighting the correlation between the assumptbithese values and the
problem of the control of the chain, and therefdee ‘traceability’; the
problem is managed by creating dedicated circwitisich are lean and
strongly focused on decision-making; or by linkimg with the ‘alternative’
Fair Trade circuits, with the difficulty of adapgints management to the
strict rules that govern the latter, but at the samme opening up real
potential for the development of their products;

- the implications that the assumption of ethicalgiadoand environmental
values linked to sustainable development bringsdtail marketing, which
now has to manage a mix of ‘products, servicesvahges’ using new tools
and forms of communication, for which it must renv itself, respecting the
intrinsic consistency, and trying to exploit thetgrttial of relations with the
clientele, in management — particularly that ofspaenel — and in more
general relations with society and the territory.

4. Corporate Responsibility and Sustainable Development: from the Market
Nicheto Mass Consumption

As we have already seen for other processes ofjetamd innovation in the field
of retail marketing — in particular for technologic innovation and
internationalisation — the phenomenon initiallyeats small but highly specialist
companies; greater dissemination and consolidatgrereence are impossible
without the involvement of mainstream retailing.

However, for a relatively long period, involvementterms of social, ethical and
environmental values is limited to alternative aodhtrasting parties; the example
is that of Fair Trade, which takes the form of impos of ‘fair trade’ products from
the southern hemisphere that target the industeidlicountries. The new entities
are an expression of groups motivated by ethicdl sotial values, and therefore
outside the world of traditional trade and profigics. The phenomenon began in
the 1970s and developed a retail distribution systeownstream, with its own
sales outlets (the Botteghe del Mondo chain).

In the late 1980s there was a new consciousnegbeopart of society in the
industrialised countries, encouraged by globalsgtithe threat of increasingly
serious damage to the environment, the growing lggtpeen the northern and
southern hemispheres, the growing maturity of coress and diffidence towards
the new economic liberalism. It revived the delkatteut corporate responsibility,
taking it decidedly beyond the historical problerbgtween investors and
employers, towards a responsible relationship wiahiety and the environment,
upstream and downstream of the product.

Marketing companies are also involved and, as wee haready seen in the
industrial field, products inspired by ethical, sbcand environmental values
differentiate the competition, occupying markethais with excellent potential for
development. The phenomenon affects several contynalaisses and even
different formats.

Certain companies have begun to specialise. Therseost involved is the retail
food sector, with organic and fair trade produltteas now extended to beauty and
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personal hygiene products, craftwork and clothexdppting the same principles,
while in the service field there is a growing syppf dedicated financial services
(ethical and eco-friendly investment funds), and-emrism is also emerging. The
combination of products inspired by ethical, soaatl environmental values with
particular formats generates original, exclusive aften winning points of sale. In
2001, the Eurostaf study analysed the cases ofraespecialist US retailers
(Whole Foods Market, Patagonia, Real Goods andn€teby Nature) operating
respectively in the food sector (organic supermajkeechnical clothing with

environmental implications, eco-friendly domestigstems (solar panels and
similar articles), and eco-friendly dry cleanerse \Whould point out that in the
cases examined the dominant environmental and resswdfy aspects are often
accompanied by social considerations (regardindgivgrconditions) and solidarity
(equal value distribution).

In mainstream retailing, on the other hand, the sdlproducts inspired by the
values of sustainable development — without thisndbetheir prevailing or
distinctive characteristic, as it is for speciahstailers — aims to express a general
strategy that embraces several values, a new iiegegives customers broader
guarantees and takes on a commitment that goesdhdfpe marketing product,
making the company ‘a party in the democratic dgciwith a citizen’s rights and
duties’. This is the case of the highly internasilised retail chains, starting from
giants like the British Tesco or French Carrefour.

The Anglo-Americans lead the field, followed by tResnch, while the Italian
Coop is now also emerging, having launched an aweaseprogramme some time
ago. Historically, the process starts from envirental issues and extends to a
broader, more complex vision of sustainable devalam. However, each group
has its own itinerary, which can be very fastgaist in terms of taking the message
and content of the communication on board, undedithe reactive and proactive
capability of these companies.

o This is the case with Carrefour, the French reggdup, second in the
world behind the US Wal-Mart chain, and preser@@ncountries. Its aim
is to be ‘at the heart of society, rather thanta teart of the economy’,
orienting its entire organisation to adapt to vas® local contexts,
simultaneously grasping the values that belongvry®ne and focusing
its mission on serving the consumer and accompgriie development
of the middle class worldwide’, guaranteeing ‘magesafe food trade,
price and quality, and the smooth flows in colladd@n with industrial
companies’. An ‘huge task in terms of economicldpweent and social
responsibility’ (LSA 2002a). At the World Food Biesis Summit, the
company Chairman and CEO said that ‘retail compam@ust consider
the changes that have taken place in society, parating an ethical
dimension into their strategies, otherwise thegigkll be very high and
we will pay dearly for it in the future’ (BernardP03). Other speeches at
the same Summit outlined the meaning of globadisatnd retailers’ new
mission, particularly in the food industry: ‘to @& a new type of
capitalism at the service of the vast market mamefypopulations with a
low income’, an enormous market space that offgngodunities for
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growth and social impact. According to some obgsivéhe future
international expansion of food retailers must eefl this prevailing
philosophy: ‘The wealthy population brackets ordyé limited potential
for growth and development will therefore rely oimming the loyalty of
low income customers, helping them to improve thigiation until they
catch up with middle class customers. But to aehibis goal, companies
must pay much more attention to the problem of navgCohon,
Brugmann, 2003, p. 11).

Large companies are beginning to set up interngarasations to deal with the
problem. In the outside world, dedicated institni@re emerging that promote and
monitor this phenomenon, drawing up tables th& catmpanies by precise indices
to reflect their commitment. The strategic impodarof the phenomenon, even
only in terms of image, is expressed through treattwn of these internal and
external structures that work to ensure respecvalfies’: product quality, the
social consequences of company operations, thetefé® the environment and the
humanitarian initiatives in the territory. ‘The igs are always so vast and sensitive
that these functions are always reserved for theofahe corporate organisation’
(LSA 2002b), in the purchasing centre (the cas®péra in the Casino group, or
Galec in the Leclerc group), or under company mamemt (the case of Camif).

o The organisation is even more complex in the Audwenpany, with
two central committees: one at management levelthadother in the
purchasing centre, in addition to regional comnatiean ‘environmental
department’, and one for relations with small comipa. The German
group Tengelmann, on the other hand, has -createdspacific
organisational unit to manage environmental proldenthe entire
workforce receives suitable training in this fiedshd suppliers are invited
to share these values. In order to formulate itsSRQ®licies, Tesco
created a committee that cut across all the funstionade up of senior
managers, while Sainsbury’s set up a committeehefhieads of the
individual areas involved in corporate responsiili (employees,
community, customers, environment, investors, &ippl which is
supported by a smaller committee chaired by thedhef External
Relations, which meets three times a year to coatdipolicies and draft
CSR reports.

A number of new functions are therefore springipgdemanding new skills that
can combine management with ‘moral science’, and the best way to adapt to
the new issues that consumers are sensitive to.p&€bple who belong to these
organisms are top managers — heads of marketingagee responsible for
purchasing particular products (for example, at g imported products and
textiles), heads of marketing, quality, human resesi and communications, but
also external ‘moral’ personalities, university fessors and members of
humanitarian associations. Several large organisatiave also founded their own
associations and foundations (Camif Solidarité,dadion Auchan).
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More in general, besides these dedicated organidmse are special training
initiatives that exploit the existing functions,rfexample those for purchasing
managers and buyers regarding social audits anmdlastds such as SA 8000.
However, people generally presume that these prablehould be managed by
quality managers, both because they are alreadys@moned to certification
procedures and used to handle precise constramdtg@cesses that have to be
respected (such as ISO 14001 environmental stas)laadd because they also
know how to manage the changes that these new dues trigger in the
company.

However, new profiles will gradually have to be atexl, with a good level of
general culture, familiar with the issues that ¢hesganisms have to handle, at a
general and specific level. The activities of thegé retail chains in the field of
sustainable development must be linked to the deitsvorld, and even the
international market, in line with the policiestbé UN (Global Reporting Initiative),
the EU (Commission Working group on corporate rasimlity), Eurocommerce,
(the organism that represents operators in thel tedale sector at the European
Commission), the ICC (the International ChambeCommerce which has set up
committees for the environment and the CRS), aedGQHS-The Food Business
Forum (including the Food Safety Working Group).ekvcertain NGOs (non-
governmental organisations) monitor the phenome@oe of these is ‘Ethique sur
'Etiquette’, which publishes a collection of notesdicating the degree of
involvement of the large French brands in socialieés, with which all the large
French brands have now established a dialoguer ©timgpanies are commissioned
to carry out social audits, such as Veritas, IG& RcewaterhouseCoopers. In 2001,
the latter conducted 10,000 social audits and giedlithat the phenomenon was
destined to grow, partly because new legislatiom n@kes the publication of social
reports mandatory (LSA 2002b).

5. Traceability and Alternative Circuits

CSR does not only imply strategic and organisatichaices for the individual
company but, as we have already seen, also eptajlsg considerable attention to
activities all along the supply chain. This needdioecks takes many forms:

- modifying the quality of relations with suppliers;

- introducing total checks, that are integrated @astr;

- in the encounter with chains that already focusngity on the values of

sustainable development (organic and fair trade).

The issue of the traceability of the chain musséen in this context, because it is
a tool for verification and a guarantee of the guahanagement systems, capable
of recreating the product’'s history and progresthwiocumented identification.
The traceability of the supply chain is therefonéd both to cogent standards that
aim to identify and correct possible problems edgtrimarily to the protection and
health of the individual-consumer (reg. EU 178/200EC Dir. 2001/18, EEC Dir.
1760/2000, Leg. Dec. 155/97), and to the possgjitit companies to identify the
responsibilities of each player involved in thedarot chain.
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In addition to being a technical management tami,the correct monitoring of
the entire chain, traceability systems also makeydssible to identify and
rationalise logistic flows, cutting running costsdantervening rapidly on causes of
non-conformity, even guaranteeing the checkinggsses of weaker entities.

o Carrefour has 112 ‘quality chains’ for fresh pramhu(33 for fish, 5
for cheese, and others for meat, fruit, vegetaldaesd, organic products).
A growing number of producers wish to sign consaeith the large
stores, some of which are already responsible fgamisms to protect
products with controlled origin brands, and theyeaherefore already
sensitive to the problems of the quality of therch@n their part, large
retailers commit the brand to a lasting supply telaship, which
guarantees definite, agreed quality, the tracegbitif the supply chain
and respect of the environment. In addition to biogstheir image, they
claim an attention to the territory that overcom#ése traditional
approach based primarily on prices.

The case of Carrefour represents behaviour tymitdhe major European and
worldwide retail companies. All of them search rfeliable partners, striving to put
in place control systems, and now often certifmagystems, that can guarantee the
quality and traceability of the product.

o Tesco organises special conferences for its seqgphvhere the latter
can put questions to executives and be updatedtabatket trends,
consumers’ needs and development strategies. ThishBcompany
signed up to — and helped to draft — the ‘Suppliede of Practice’
prepared by the Department of Trade and Industamsbury’s, on the
other hand, adopted its own voluntary code of coroiaepractice in
2000 (‘Working with Suppliers”).

In more advanced cases, companies certify respesthizal and environmental
values for a range of own-brand products. Own bfairdrade products join those
of the Fair Trade circuits — usually under the im@ds brand — which are
increasingly reaching the end market through theslrehains.

6. TheLink with Fair Trade.

Fair Trade is defined as the classic drop of wiatean ocean: in 2001 total sales
amounted to € 445.38 million, representing 0.008f%vorld trade (Point de Vente,
no. 850, May 9, 2001), with about 100 importersuacbthe world, 532 production
centres in 59 countries, and 30,000 dedicatedl retdiets, 25,000 of which in
Europe. However, its development may receive asokeciboost from large-scale
retailing, which is now sensitive to and interesiteccommitting itself to fair trade
products. There are numerous examples, which ginesghrd a range of products,
especially classic colonial products like coffes;@a and bananas.
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o A dialogue has begun between the leading Fair & @djanisations
and the large European retail chains. In the Unit&chgdom, the
number of shops supplier ethical products and tege of fair trade
products on offer are both growing. Sainsbury’s nesils fair trade
coffee in its supermarkets (The Grocer, 2003),G812the Co-operative
Group launched its own range of ethical productscihs returning
very good year-on-year growth, and now includes faikr trade
products (Co-op, 2003), and in 2003 market leadescb — which
accounts for 25% of sales in the British fair tradarket — has doubled
its assortment of fair trade products which now bers 60, in various
categories: from coffee to fresh fruit, and cutvéws from Kenya.

At the same time, the large retail chains supp@tkly marketing campaigns to
raise awareness among consumers, such as the rfade Fortnights which are
supported by the leading food retail organisatidpsisitel 2001).

o In France, the Dutch company Max Havelaar, ontheffirst of these
organisations, which sells 5 tonnes of coffeetierahtive shops and 500 in
retail stores, signed an agreement with Monoprix1899 to distribute
coffee under its own brand (17,000 packets per mofallowed later by
other products, with strongly growing sales andrataawareness. The
other large French retail chains (Leclerc, CarrefpAuchan, Intermarché
and Cora) have also begun to introduce fair tradedpcts into their
ranges, occasionally under their own brand nameclan). They also play
an active part in raising awareness of sustainat@sumption among
consumers, signing up to and promoting nationamidic events like ‘La
quinzaine du commerce équitable’. In Italy, Coopswlee first chain to
introduce fair trade products under its own brargbldal label) with a
range that extends from hot drinks to fruit juiceldresh fruit (bananas).
Other European companies are also introducing feade products into
their ranges: for example Ahold (Netherlands), KesiEinland),
Tengelmann (Germany) and Sma-Auchan (ltaly).

However, not all Fair Trade organisations acceptidlea of promoting Fair Trade
through the large retail chains, and the debatgillsopen. Several critical points
remain in the alternative circuits, which can opéysolved with the support of large
retail chains. Fair trade products cost an avel®§é more, a differential that can
only be removed by increasing the quantities doldas been calculated that joining
the retail system would reduce this differenceutt P%. Another point highlighted is
the high cost of the investment demanded of thetpaif sale in the alternative
circuits, added to low profitability and limitedsibility, factors that have the effect of
limiting the expansion of the fair trade marketmeggfwork (PricewaterhouseCoopers
2001).

However it is widely accepted that the potentiatkeafor fair trade products is
already very interesting, and that providing th@stomer with more information
through appropriate forms of communication, in paravith a larger number of
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sales outlets, a vaster assortment and betteiiliystif fair trade products, will be
decisive for their development.

7. Retail Marketing and Sustainable Development

In the more advanced markets — such as the UK lysamaalready refer to a
strategic response to the emergence of mass-nethieal consumerism (Nicholls,
2002), and the marketing policies that are mostablg for these new market
developments. The debate focuses in particular hen légal aspects of retail
marketing and the consumer’s purchasing behawuhich is directly linked to the
supply of the sales outlet and therefore to thailezts own strategies.

Many observers also claim that results can alrelaglyseen. They point to
evidence of a positive correlation between traremarCorporate Social
Responsibility and corporate performance (Balabana. 1998), which underlines
that the availability of ethical products is prayito be a factor of competitiveness.
For the time being, this evidence appears to retherdetailers who have chosen to
link their own specialisation to the values of sirsible development.

Where retail marketing policies are concerned,eénss that the size of the
assortment is also very important for fair tradeduorcts: the problem is that of
giving visibility to the new sector, extending aodnsolidating the market niche
and exploiting the force of the new values in full. the case of Whole Foods
Market, the ethical and environmental values arte ardy applied to different
classes of food products, but also to dietary agmlty products or personal care
products, books and even clothing, although thistié marginal. This policy
underlines the cohesive strength that the valuesusfainable development can
give, even to a product assortment that is reltiveoad and not very consistent in
terms of commodity class or use.

The concept of customer loyalty is also tendingow as well as the means to
achieve it. The customer’s involvement can no lofgeidentified by the continuity
of his purchasing behaviour, but rather by his ngmeeral support of values, ideals
and programmes, expressed through participatioactivities shared with other
militant customers, to find information, developdaact in favour of the principles
professed. Some of the cases examined, particdleatyof the specialist chains of
Patagonia and Real Goods, envisage various aesivaind rigour that scorns
traditional methods of propaganda in favour of ppton by a very active clientele,
suitably structured and organised, as well as #wses of belonging and the
collaboration of employees. Every year employeesasalidate their spirit of
belonging by periods of work experience with NGO®wer the world, in line with
the motto ‘Actions Speak Louder than Words’. Toamige its marketing, Patagonia
takes its inspiration from the image and work ofiemmental associations, with
strong, ideologically charged messages, politicappsals and action to promote a
proper movement to protect the environment. We cccagsociate this strong
involvement with the principles of experience mérg which considers the
experience and behaviour that derive from it asfthug of the perception of the
senses, emotions, and convictions generated byriempes with objects, places,
social relations and group dynamics (Schmitt, 1%98¢ and Gilmore, 1999).
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However, specialist formats are still anchored he intrinsic product quality
which makes it possible to justify the high prigesen 25% higher), even better
than the will to sign up to the professed causeatib more, in most cases,
traditional forms of communication and propagandmain active, but they are
dedicated to spreading not only knowledge of tluelpcts and services offered, but
also the values, in fact a ‘mix of values’. Guaesmimg respect of the environment
and the quality of the product are often associatigdl the guarantee of ethics and
equity in the management of the processes. A ssitddermula is exploited to the
utmost and networks of sales outlets are createthd case of Patagonia, these
networks have also been internationalised, andst3Y stores with an average size
of about 450 square metres, and about 800 employéesde Food Market has 162
sales outlets in the USA and UK, with 27,000 eme&sy Cleaner by Nature, on
the other hand, has 15 regional stores (in thedBoatea), even in franchising.
They employ methods such as mail order sales (tbeaping method for Real
Goods) and Internet sales. Some operators sell ugxely online
(GreenMarketplace.com, GreenHome.com, EcoMall.am).

Marketing inspired by sustainable development is avdy the prerogative of
specialist companies, but also of mainstream compawhich support it and to a
certain extent associate it with traditional mairiget Many of the marketing levers
in play (assortment, communication, merchandisarg)therefore supported by the
synergies and potential of retail marketing inities.

For other aspects, a certain amount of conflict lbaygenerated, for example
around the price differential that usually charasts these products, a factor that
contrasts with the demands of mass consumptioticpi@rly when development is
slow, and companies are committed to a policy a€epcontainment that has
repercussions upstream on the supply chain. Teisspre is in strong contrast with
the very nature of supply chains that aim to ineeeand not to compress
producers’ margins, and which also have to meenagligible logistical costs, due
to low volumes and the fact that the sources oplyuare located in remote areas
served by poor communications structures. Thishg some retailers are adopting
a policy to contain their own margins on fair trgmteducts in order to curb prices
and develop the market, at least during the intcbdn stage.

Display and merchandising are also involved inghpply of these products, for
the consistency of the formula and to maximisesyreergies between the various
marketing aspects. However, merchandising and alisgrle often not effective. In
fact, recently, to foster the growth of sales af teade products, some retailers
have begun to set up sales outlets in dedicatedrsealthough in many cases the
good visibility of these products is not guarantesdeast not to the extent that one
might expect from products with such meaningful atwinplex messages to
communicate and promote. In this regard, we coalg that there is a certain
prudence involved in giving visibility to the name&ethical products, almost for
fear that there may be negative repercussions rfarlygts that do not have the
same characteristics, particularly those from consrakbrands, that are based on
trust in the name rather than on knowledge andgration of the product
(Piacentini and others, 2000).

Retailers’ uncertainty in conceiving marketing ps that are suitable for the new
products, will be reflected in consumers’ uncettas In particular, with regard to
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fair trade goods sold in the large British retdilain stores, it appears that the
consumers willing to purchase fair trade produotssdll in a minority, and that the

generic interest shown does not translate intogaifgiant increase in sales. The
limited assortment and the price differential atgabit growth, as well as a natural

resistance to any new product (Mintel 2001).

Some analysts (PricewaterhouseCoopers, 2001) dutigdsthe possibility of
exploiting the potential of fair trade products thie extended market will depend
on companies’ ability to prick the conscience ofigumers, but offering a broader
assortment and lower prices.

On the other hand, even for mainstream retailetslity has a decisive
importance and the offer of new values cannot pe:adhe intrinsic character of
products, which actually attract more attentionduse they offer a mix of tangible
and intangible elements that are consistent with egher.

8. Conclusions

Analysing the issue of corporate responsibilitynarketing companies, in particular
in the most up-to-date and complex formula of Caf@Social Responsibility, throws
light on a number of significant aspects, evenafd® not yet have sufficient elements
for a systematic investigation of the phenomendme €xperiences recorded, the
available documentation and elements for analysistdl scarce, even if the problem
of corporate social responsibility now has consildier resonance. This resonance does
not correspond to a parallel, concrete commitmante part of companies and their
interlocutors. CSR issues break down into threenragas: environment and organic
products (still prevalent aspects), shared ethicdles (referred in particular to
conditions of workers during production), equitydasolidarity in the distribution of
value along the chain and between capital and vitmever they prove to be difficult
to assimilate and can lead to behaviour that snoftot consistent in companies, in
consumers and in the framework institutions. Altiflgun terms of principles and of
image and communications operations, they recogimseeed to focus on the negative
aspects of development and the problem of findingnaedy, actual behaviour and
concrete policies reveal incongruences and lacunas.

On one hand, there is evidence that consumers @mganies are paying more
attention to responsible behaviour. In the Uniteates, 66% of consumers state that
they trust companies that act in favour of a scmaaise. The approval rate increases
(83%) if companies take actions in which customec®gnise values of particular
importance or they are personally involved (Chaiorés Age Executive, August
2000). What is more, the percentage of consumers state they are ready to
abandon a brand for environmental reasons has dgirmwn67% in 1996 to 70% in
2000 (Brandweek, February 2001). According to Gereivareness of companies’
responsible social behaviour is also growing ityltgor 36.2% of interviewees, this
commitment should be directed towards the envirarinamd health, for 19.7%
towards protecting working conditions and for 12.%¢wards the promotion of
initiatives in the social field (Labitalia.com). @panies also perceive the value of
responsibility to the environment and society. Véhigally is concerned, according to
an analysis conducted for the Minister of Welfang Bocconi University in
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collaboration with Confindustria, 43% of compangesdict an increase in this social
commitment. The motivations are linked to perforsgnin fact, for almost all
companies (90%), there will be benefits in termgrage, while 76% are concerned
with improving relations with the community, in ethwords it is an investment that
is linked more specifically to relations with thegritory (Labitalia.com).

On the other hand, even in areas where these isswwesbecome commonplace
(primarily in the Anglo-American world), consumeend to support the problem
much more in their statements than in their aghuathasing behaviour. Similarly,
pronouncements by even the most committed compafagsing that strategies
(and now even structures) should be based on thgneciples, do not necessarily
lead to consistence choices during the actual im@fgation stage. For example,
we can see a certain prudence in following new ctimas, which are still
considered too demanding in terms of costs andkshend even too risky for the
many promises that must be made and therefore kept.

Where retail companies are concerned, the acceptahcesponsibility to the
environment and to society is reflected in a nundfenotivations and potential that
are the subject of growing attention and assesshyeaobmpanies and consequently
of studies conducted by observers of the phenoméist of all, the possibility of
distinguishing themselves from the competition,alibis the element most perceived
by both mainstream and specialist companies, orofhgromoting a positive image,
constituting a store of trust with consumers whtb @ more inclined to forgive any
mistakes. This is true in the food sector aboveaall in fields where the risk of
accidents is greatest. Another motivation may leefdlat that they could be eligible
for ethical investment funds, particularly in th&Al where these are already a force
to be reckoned with, but even in Europe, where #reyalso taking hold.

For specialist formats, which build up their idéntaround precise values,
involving the territory and its social fabric, madtions can also be linked to the
possibility of exploiting a precise identity andtaong relationship with the market,
which can rely on motivated, loyal customers, onrdvof mouth, and on the
support of external organisms, thus benefiting froower investments in
marketing. It is also possible to take the oppatyuto involve a clientele from a
higher income bracket, or at least one willing &y pnore for products that respect
certain values and to make salaried workers mora ko the same values and to
motivate them, offering a better quality of serviceustomers.

In the case of consumer packaged goods, theredoreéinstream groups, the
problem of exploiting the potential of demand otezhto the values of sustainable
development is more complex, the contradictionsvbeh the simultaneous offer
of traditional products and products that are ‘besrof value’ are evident. The
problem of finding the right marketing ideas toaecile the various elements in
play is the most critical aspect and, at leasthiem medium term, possibly more
difficult to solve than the problem of checking pliers and the costs that need to
be met to activate supply chains that respect #hees professed. A solution that
reduces the problem to the simple differentiatiostween products is not
convincing, for many market segments and nichest(&de, ethical products, with
controlled quality, without GMOs, organic, eco-fridy, etc.), even if the first
experiences take this direction. It is also sigaifit that the same experiences
already reveal a rapid tendency to contaminatiomvdésen the various elements.
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Own brand products — an expression of the conssnreist — combine with one or
more of these ‘values’, and fair trade productsdten also organic, while those
with controlled quality are also eco-friendly, asabn. It is a choice motivated by
the synergies possible when the various elemeatsambined, from the search for
greater force of impact, but also from a consistehat is imposed on the offer of
values which cannot be overlooked once they hawn bmentioned. So it is

difficult to think that this process of the gradaagregation of values will tend to
accentuate, combining with more traditional markgtelements: prices, intrinsic
quality, design, assortment, services at the salédst, actions towards the outside
world — as we have seen in the case of the U.agh@entioned above.

It seems that any future efforts must strive aballeéo maximise and respect
consistency in the retail formula, which in turnshtecompose the various aspects
of the supply, monitoring the expected degree oéramess and consistency in
customers’ behaviour and taking for granted thldeiain a discontinuous and
fragmented way, consumers in advanced countridsbwilncreasingly inclined to
ask for a ‘mix of products and values’.

The trade and circulation of goods would thus aquamy the ‘trade and
circulation of values’, in fact of new, nobler vaki— since there has always been a
culture of values (positive and negative) in trddstead of thinking, negatively, of
the risk of the instrumental use and merchandisadiovalues, we should think
positively of their diffusion and a gradual sharwfgangible and moral well-being,
in a range of action that is as broad as posgiotditing from the great apertures,
but also from the folds of globalisation. It in@bty brings us to a territory where
the boundaries of the investigation become lessiggegand the tools of analysis
must change. Instead of talking about fair tradedpcts and responsible
companies, we should start to talk about man’saense.
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