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Summary

Introduction

We are exceeding the planetary boundaries of the earth. Simultaneously, we are violating basic
human rights. The united nations have set 17 goals to improve the state of our planet: the SDGs.
All spheres in society, the state, civil society, and market, have to do their best at achieving these
goals. Businesses should therefore aim their CSR strategies at reaching the SDGs. This thesis
discusses one strategy of doing this: True Cost Accounting. A new, comprehensive way of
allocating the price of goods and services by internalizing externalities. This thesis focusses on
SMEs, an important group society in the Netherlands, and handles the coffee sector as a case.

Literature review

A step back in history, to the origin of the idea of internalizing externalities is made. Literature on
Pigou, the polluter pays principle, and Coase, the cheapest cost avoider principle are discussed.
After that, literature on internalizing externalities, on the SDGs and on TCA is handled. The idea
is proposed that internalizing externalities is a good way of reaching the SDGs, and that
internalizing externalities can be done effectively through TCA. However, it is also noted that there
is not a lot of research done specifically on SMEs regarding these subjects. Also, it is noted that
there is no practical theory on internalizing externalities in business through TCA.

Methodology

The research is conducted for MVONederland, a CSR network, that has provided a research case
of SMEs in the coffee sector. The missing of a theory calls for a grounded theory approach where
concepts are found and checked. The first set of concepts that were found in the literature review,
are expanded in a document analysis, where documents on achieving the SDGs within business
and the current state of TCA are discussed. Next to a more extensive list of concepts, a conceptual
model is formed. By conducting two expert interviews with consultants, the list of concepts is once
again altered. Lastly, semi-structured interviews are held with five SMEs sectors.

Document analysis

In the document analysis on achieving the SDGs within business, it is found that a systematic trial
and error method of implementing, monitoring, and evaluating is needed. Concepts that deemed of
great importance in TCA are transparency, collaboration, effective data collection and sufficient
resources.

Results

The expert interviews gave more meaning to the concepts by providing sub-concepts. The SME
interviews showed that the concepts derived in the document analysis were valid, but made the list
of concepts more practical. Also, it came to attention that framing to consumers was a concept that
was on top of mind for the SMEs.

Conclusion and discussion

The thesis concludes in a practical roadmap, where practical recommendations are given on being
transparent, on collaborating, on collecting data in the right way, on getting sufficient resources
and on framing the true price to consumers. The wider applicability of the research is discussed
and limitations and recommendations for future research are given.

Keywords: True Cost Accounting (TCA), Small and Medium Enterprises (SMESs), externalities,
Sustainable Development Goals (SDGs), Coffee
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1. Introduction

This chapter will introduce the context of the conducted research and will form the problem
statement. The research aim, research question, and sub-questions are proposed. This is
accompanied by an elaboration on the social as well as the scientific relevance of the research. The
chapter will end with a research framework of the thesis to provide the reader with knowledge on
how and why certain choices are made in this thesis and increase the readability.

1.1 Research context and problem statement
The limits of our planet are being exceeded in many ways. Climate change, biodiversity loss and
land conversion are just a few of many examples. Next to exceeding environmental limits,
humanity is falling short on social aspects, for example on liveable income, health, and equality.
Consequently, more and more attention is given to the environmental boundaries of the world,
especially climate change. The world was roused by the 2018 IPCC report called ‘report on global
warming of 1.5 °C’, thoroughly explaining the difference for our planet, and thus for humanity,
between global warming of 2 degrees and 1.5 degrees. In the same year, the Living Planet report
by WWF shocked the world with their findings on how humanity wiped out 60 percent of all animal
population since 1970. Moreover, 2018 was the year of climate refugees, hurricanes, wildfires,
failed harvests and water scarcity (The Weather Channel, 2018). These examples illustrate the state
of our only planet, which has to change urgently.

The first of January, 2016, world leaders agreed on the seventeen Sustainable Development
Goals (SDGs) of the 2030 Agenda for Sustainable Development stating that “Over the next fifteen
years, with these new Goals that universally apply to all, countries will mobilize efforts to end all
forms of poverty, fight inequalities and tackle climate change, while ensuring that no one is left
behind” (United Nations, 2016). With titles such as ‘reduced inequalities’, ‘life below water’,
‘climate action’ and ‘no poverty’, the goals are comprehensive in environmental sustainability as
well as social sustainability (Figure 1). As these goals were set, state, market, and civil society
began working towards these goals. Guides on how civil society could act, how states were
supposed to implement the goals, and how the market could apply the goals in their business models
emerged rapidly. However, most businesses as well as civil society are supposedly ignoring the
SDGs (Earley, 2017). A report on the implementation of the SDGs in the Netherlands concluded
that the Dutch government is not reaching the goals, mainly because there is not enough
cooperation between state, market, and civil society (Lucas et al., 2016). Simultaneously, the Dutch
government is struggling to get consensus on their new version of the climate agreement (NU.nl,
2019). Businesses transform our world and are a big player in the problems that we are facing
today. An increasing number of people therefore think that the market should not wait for the state
to set the rules of the game, but they should act themselves. Simultaneously, Corporate Social
Responsibility (CSR) is increasing in popularity. It is not so much a way of showing that a company
cares, it is becoming an almost mandatory part of business (Murray, 2018). However, CSR is often
seen as greenwashing and is often not as effective as it should be yet (Aggarwal & Kadyan, 2011,
Sheehy, 2015; Vermeulen & Witjes, 2012).
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Figure 1: Sustainable Development Goals, United Nations, 2016

Tools are emerging in implementing the SDGs as an effective CSR strategy in one’s company: Life
Cycle Assessment!, Energy Efficiency tools, Worker Safety tools; the list is excessive (Curran,
2016; EPA USA, 2018). Upcoming and increasing in popularity is True Cost Accounting (TCA):
a tool to get insights in the true price of a service or product (Sustainable Food Trust, 2017). Is it
logical that a whole pack of coffee which has travelled over continents, has been touched by many
workers’ hands, and that has been grown by water and sun, costs only a few euros? Where are the
costs that the coffee plantation causes in the loss of biodiversity? Where are the costs of the emitted
CO2 by producing and shipping coffee? These extra costs that remain unpaid for, are eventually
paid by society or nature. These effects that occur due to an activity, in this example the production
of coffee, are called externalities, a term that will be elaborated on in the literature chapter of this
thesis. TCA aims at including these externalities in a new, ‘true’ price. TCA seems very promising,
especially when taken into account its comprehensiveness. It can be made to include social as well
as environmental externalities, where for example LCA only includes environmental externalities
and worker safety tools only includes social externalities. Businesses, accompanied by consultancy
firms and NGOs, are therefore enthusiastically taking matters into their own hands in applying
tools like TCA. However, this mostly applies to Large Enterprises and not so much to Small
Medium Enterprises (SMEs). Nevertheless, SMEs are, with a number of 441.925 enterprises, a
very large group in the Netherlands. When taken into account that there are only 1000 large
enterprises in the Netherlands, the importance of the SMEs gets notable (Kamer van Koophandel,
2019).

TCA could be used in a very wide variety of markets and sectors. This thesis will focus on
the coffee sector as a case. Coffee is a very important and interesting sector to investigate. It is part
of the agrifood sector, the sector that covers farming of agricultural products for commercial use.
Globally, 171.2 million bags of coffee were traded last year. This year, this number is expected to
increase with 11.4 million bags (National Coffee, 2018). Additionally, 20 to 25 million smallholder
farmers produce 70% of the coffee consumed globally, making this an important yet invisible group
of stakeholders (Panhuysen & Pierrot, 2018). Since coffee has a long and complicated supply chain,

! Life Cycle Assessment (LCA) is an approach of accounting and management in an environmental manner. The
approach includes all resources and releases, or externalities, that it extracts or exposes from an (industrial) system
from cradle to grave (Curran, 2016).



distributing the true price of coffee in the right way is without doubt an enormous challenge.
Because of the limited environments in which coffee is able to grow, a lot of externalities are caused
in the supply chain.

TCA thus sounds promising, but it is still a very broad and vague concept. If this is a way
of effectively doing CSR in order to reach the SDGs, businesses could focus on TCA more in order
to reach more sustainability in broad sense. This research will try to find the links between CSR,
SDGs, SMEs and TCA. Figure 2 summarizes the context of this research. As stressed in the
introduction, social and environmental sustainability has to be reached. This could be done by
achieving all SDGs. In this research, the part of society that is focussed on is the market. Within
the market, the chosen research group are SMEs. The SMEs are all in the coffee sector, the case of
the research. The research is specifically about whether these could focus their CSR strategy on
TCA.

SOCIAL AND ENVIRONMENTAL SUSTAINABILITY

A 4

SUSTAINABLE DEVELOPMENT GOALS

—— —

STATE MARKET CIVIL SOCIETY

SMEs

COFFEE

CSR

TéA

Figure 2: Research context (by author)

1.2 Research aim

As noted in the previous section, TCA is a tool that is upcoming, but there are still many
uncertainties about how to use it and for whom it is applicable. This question is also proposed by
the organisation MVVONederland, a network for (mostly) SMEs that want to achieve sustainability
within their businesses. MVVONederland has provided a case in the research on TCA: They have
gathered a group of 16 SMEs in the coffee sector. This thesis will look at TCA in the coffee sector,
but the ultimate goal is to provide wider applicable results. The link with the SDGs serves as a
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more academic and societal background for the relevance of the research. As the SDGs are on top
of mind for policy makers, businesses and civil society organisations, finding a method that
contributes to the achievement of these goals is desirable. This research started with an existing
research goal that MVVONederland proposed. This goal resulted in a broad research question and
specific sub-questions that obviously need to be answered in order to answer this research question.
The question that this thesis will aim to answer is:

How can SMEs successfully implement TCA in a way that it contributes to the SDGs?
To answer the research question, the following sub questions need to be answered:

How does TCA contribute to the Sustainable Development Goals and CSR?

What is the current state of TCA in the agrifood sector?

What external factors? are needed to make TCA a feasible option for SMEs?

What are perceived pitfalls for implementing TCA and how can these be avoided?

What are the perceived benefits of implementing TCA in ones business for a SME and how
can these be achieved?

6. Are the results possibly applicable in other sectors than coffee or even agrifood?

agrwdE

The reasoning behind choosing these sub-questions and a further explanation of the sub-questions
will be given throughout the literature review of this thesis, Chapter 2. Sub-question 1 and 2 will
be answered through document analysis. Sub-question 3, 4 and 5 will be answered through
interviews with consultants and SMEs in the coffee sector. Sub-question 6 is answered through
speculations derived from the interviews and document analysis. It is more of a discussion point.
However, as it does contribute to an answer to the main question, it is answered in the conclusion
chapter. More information about the research planning and design of this thesis will be given in
chapter 3: Methodology.

1.3 Societal relevance

MVONederland, translated to CSR Netherlands, aims to help SMEs to accelerate by doing what is
right: “CSR Netherlands is the Centre of Excellence for Dutch companies that are striving towards
corporate social responsibility” (MVONederland, 2017). By providing workshops, focus groups,
courses, and events, they want to create leading examples in the business world. With the results
of this research, MVVONederland could help SME businesses in adapting an upcoming method that
would help them become more socially and sustainably responsible. Furthermore, if the Dutch
government or the European Union will for instance start implementing CO- taxes, businesses that
will already have knowledge of their true costs on the matter will have an advantage to those
businesses that lack this knowledge. As the given case for this research is the coffee sector, the
results will most likely be on the first hand applicable for coffee SMEs. However, it would be
favourable if the results would be more widely applicable. The Dutch Ministry of Foreign Affairs
financially supports MVONederland in their projects around the implementation of the SDGs and
in the development of a tool to calculate the true price of coffee. This shows that it is a relevant
topic in the eyes of the state. Also, literature proposes lack of collaboration between institutional
spheres as a reason why the SDGs are not being implemented in society effectively (Lucas et al.,

2 As explained further on in the thesis, external factors are factors that can help SMEs, but where they do not have
direct influence on, for example policy and state funding
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2016). This research will therefore also look at the institutional spheres in society: is the state
needed in the eyes of the market players, or do they think the market can operate on their own?

As discussed, the usage of TCA could be a promising new way of doing CSR and even
more important, it could also help society reach the SDGs. It is almost self-evident that research
aiming at reaching the SDGs is in the urgent relevance of society, according to the United Nations:
“The Goals and targets will stimulate action over the next 15 years in areas of critical importance
for humanity and the planet” (UN General Assembly, 2015). Furthermore, as noted before, SMEs
are a very important group in society, as there are more than 400 thousand in the Netherlands alone
(Kamer van Koophandel, 2019). Reaching the SDGs demands that every link in society plays
along. The size of the group of SMEs but also the lack of knowledge on SMEs and effective CSR
makes this research even more societal relevant.

1.4 Scientific relevance

The SDGs, CSR and TCA are often researched individually. However, the links between the
concepts seem obvious in some ways, but are not researched or clarified often. If the usage of TCA
is the way to become more corporate socially responsible and reaching the SDGs is showed,
research can be aimed at proving this positive relationship more. As will be explained in the
following chapters, the idea behind TCA, the theory of externalities, is well researched. This strong
and ancient basis however leaves a gap in applicability. There are a lot of studies done on
internalizing externalities, as will be explained, but there is no consensus in what works best and
why this works best. Is seems like there is some sort of ‘glue’ missing to put it all together. The
reasons for that should be made visible and solutions for that even more so. This research will
explore concepts that might serve as a bit of this basis. If there is more consensus on what concepts
are effective in TCA, TCA could be researched more often. This research could therefore help steer
TCA in the right direction. If there is more and more certainty on how TCA contributes to
sustainability in means of the SDGs more and more, a standard model can be made. This research
alone is of course not able to create such a model or standard, but it will broadly explore topics that
can contribute to the creation of such a model.

Many TCA studies have been done for a large variety of companies, but a theory on the
implementation on this way of thinking about the price of products is still missing. This thesis will
try to take the first steps towards a practical theory on implementation of TCA. This could be used
to further develop a theoretical framework on the implementation of TCA in SMEs as well as
bigger companies, in the agrifood sector as well as in other sectors. Furthermore, as noted, there is
not much known about CSR methods or SDG implementation especially for SMEs. This study will
focus on TCA for especially SMEs. Once there is more consensus on whether or how TCA is an
applicable tool for SMEs, companies can start transforming their way of doing business.

1.5 Research framework

There are ideas on why TCA works, what it consists of and what it contributes to. As mentioned in
the previous section, there are also ideas on implementing the SDGs, on effective CSR, and on
sustainability in SMEs. TCA could be a way to put all this together, as this thesis proposes.
However, as stated in the scientific relevance, there is no theory yet on how this could happen. It
is not likely that one thesis alone will be able to form a whole new theory. However, in this research,
the goal is to make a start at this new way of seeing things. So, instead of testing a theory, a theory
is formed by openly exploring what is known and what is written about a certain topic, while
discovering important concepts along the way. These concepts are thereafter tested by verifying,
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explaining and expanding them through, in case of this thesis, interviews. This is why this thesis is
in fact a grounded theory research. This approach allows creativity and openness in the formation
of the research instead of staying within a pre-proposed framework (Glaser & Strauss, 1968). More
information on grounded theory research will be given in Chapter 3: Methodology.

A loose framework of the thesis was made to visualise the proposed order of conducting
the research (Figure 3). First, a literature review is done, Chapter 2, resulting in a framework of
topics and concepts that are perceived to be of importance. This framework, that will be referred
to as ‘overview of concepts’ (Figure 4) is merely a loose base for the researcher to be steered in a
direction when performing the document analysis and is not, as is usual in grounded theory, a black
and white framework that is inadaptable (Glaser & Strauss, 1968). This model will be the basis for
the document analysis, which will aim at checking and developing concepts and categories. After
the document analysis, a conceptual model (Figure 7) will be made to summarize all handled
concepts. As these are not always practical, the conceptual model will be accompanied by a
practical overview of concept, called True Cost Accounting for SMEs (Figure 6). This list of
concepts will thereafter serve as guide for the interviews that will be held with consultants. Then,
interviews will be held with the SMEs. The concepts in Figure 6 and 7 will be tested continuously,
explained in Figure 3 by the arrows. The results will be analysed thoroughly, resulting in a
conclusion and practical recommendation for MVONederland. Furthermore, as is fitting to a
grounded theory approach, the conceptual model will be revised once again, to see whether after
the research, the concepts that have been explored, still seem to be as important as before (Glaser
& Strauss, 1968). Lastly, a discussion of the research, future recommendations and the limitations
of the research is given.

Literature on
externalities and TCA

. Case study: Partners Conclusion and
Literature on SDGs Overview of concepts of MVO Nederland: discussion + Practical
d CSR (Figure 4) SME coff Results analyses dati f
an (continuously revised) coffee recommendations for
companies MVO Nederland
Literature on SMEs Interviews
Document analysis Interviews SMEs
consultants
1 2 3

TCA for SMEs
(Figure 6)

Conceptual model
(Figure 7)

(continuously revised)

Figure 3: A research framework of the thesis (by author)

2. Literature review

In this chapter, the most important literature regarding this thesis will be discussed. First, literature
on social costs and externalities will be reviewed. Then, literature on the SDGs and CSR will be
discussed. This is followed by literature on internalizing externalities as a way to reach the SDGs
and as an effective CSR strategy. The theory on externalities serves as an academic basis of this
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thesis. The practical, societal relevance of the study is made clear in the sections on CSR and SDGs.
Then, TCA is discussed as a possible way to make the ancient theory a practical solution in order
to find corporate sustainability. Finally, there is a brief section on literature about SMEs as well as
literature on internalizing the SDGs in TCA. The chapter will conclude in an overview of concepts
that will loosely guide the operationalisation of the literature review.

2.1 Externalities and Social Costs
In this section, theories and thoughts on externalities are discussed. This is done in order to get an
understanding of where internalizing externalities comes from and what it is based on.

The natural environment and its resources that human life is dependent on are considered ‘common
good’ (Costanza et al., 1997). This means that on principles everyone is free to make use of it to
one’s own liking. Hardin explained this in his book ‘the Tragedy of the Commons (1968). The so
called ‘tragedy’ is best explained through the following quotation in Hardin’s book:

“Each man is locked into a system that compels him to increase his herd without limit -- in
a world that is limited. Ruin is the destination toward which all men rush, each pursuing
his own best interest in a society that believes in the freedom of the commons. Freedom in
a commons brings ruin to all.”

This somewhat pessimistic worldview thus explains how commons, often natural resources that
are owned by nobody, are always overexploited until they disappear, as men is not capable of
managing those commons when this means it affects their own short-term benefit. This results in
depletion of these resources as well as in unfair distribution. These are examples of effects of using
those resources that are not directly meant to happen. These side-effects are called externalities.

The theory of externalities derived from the work of Pigou in “Economics of Welfare” in
the early 20" century (Buks, Obiedzinska, & Prandecki 2016; Pigou, 1920). Pigou’s original
argumentation was about how, in modern society, every industrialist is acting in his/her own private
interest. If actions of the industrialist have a negative effect on the social interest while having a
positive effect on the private interest, the industrialist has no incentive to stop acting in the private
interest or to start acting in the social interest. Simultaneously, when an industry causes a benefit
for the social interest, the receiver of that interest has no incentive to pay for that benefit. What
occurs here is a situation where the one receiving the social benefit does not pay for the social
benefit and the one producing the social harm does neither. According to Pigou, when private
benefits exceed the social costs, overproduction by the cost-creator occurs. Social costs are often
underestimated, increasing overproduction even more. This is complementary to the idea of the
commons by Hardin (1968).

Pigou’s solution was based around ruling of the state: the so called Pigouvian tax. By
scientifically measuring social costs and by implementing these in taxes obligated by the state,
negative externalities, that Pigou saw as an example of a market failure, could be accounted for.
This has become to be known as the ‘polluter pays’ principle (Ancev & Harris, 2004). Needham
(2006) explains an often used example of how the Pigouvian tax would work in society: “The
factory chimney which emits polluting smoke is one of the classical examples of this. The
Pigouvian correction is that the state should tax the factory, or prohibit the emission of dirty smoke”
(Needham, 2006. p. 55). In other words, society suffers from the emissions of the factory, whereas

14



it is the role of the state to interfere by letting the factory pay for these emissions. The state would,
in this view, get just enough taxes that it would spend it in just the right way, to rule out the effects
of the emissions. The state could also choose to prohibit the factory from emitting in this proportion
(Ancev and Harris, 2004).

In 1960, Ronald Coase criticized the idea of Pigou in his paper called “The Problem of
Social Costs” (Coase, 1960). According to Coase, Pigou’s idea overlooks how the economic
problem is not about implying who is wrong and who should compensate. Instead, one should
recognize that a lot of problems in the economy are about competing uses of scarce resources.
According Coase’s point of view, externalities should be handled by letting different market
players compete for property rights. In light of externalities, this argumentation seems problematic,
as Coase argues that externalities do not always have to be avoided:

“If we assume that the harmful effect of the pollution is that it kills the fish, the question to
be decided is, Is the value of the fish lost greater or less than the value of the product which
the contamination of the stream makes possible? ” (Coase, 1960, p. 96)

In other words: Is the gain from preventing one externality greater than the loss that would be
suffered as a result of preventing the externality? Coase’s argumentation is more in line with the
idea of ‘the cheapest cost avoider’: “Any measure that reduces the harm from a conflict over
resource use should be adopted as long as its benefits exceed its costs, regardless of whether this
involves requiring action from polluters, polluters or a third party such as the government”
(Schmidtchen, Monheim-Helstroffer & Koboldt, 2015, p. 3). Coase’s ideas would work if it is
clearly defined what the external costs are where market players can bargain in. It would increase
incentives of businesses to act better, which is proven to have a positive effect on the sustainability
of a company (DeNyse, 2000; Guthrie & Kumareswaran, 2009). However, it would demand
knowing a lot about what the external costs that are created precisely are.

In light of the Tragedy of the Commons argumentation by Hardin, Coase’s ideas are not
perfect either. Externalities influence the abundance of the commons, which not only market
players, but the world needs. It can be argued that Coase’s thinking is somewhat short-term,
whereas the problem with externalities is that they often appear only long-term. A current action
does not always cause an externality that influences a common on short term, like the amount of
CO2 in the atmosphere. In Coase’s line of thinking, all commons should be made a private property,
S0 it becomes an incentive to protect or manage them (Needham, 2006). However, a large critique
on the ideas of externalities and trying to internalize them, as what would happen if public
commons were to be made private, is based around the morality of this way of thinking. This
morality in internalizing externalities will be discussed throughout this thesis.

Another critique that Coase has on Pigou is how Pigou compares the current situation to
the ideal one. He strives for a perfect market system, where Coase fears that the perfect market
does not exist. Rather, he opts for a comparison of the current situation and that situation after a
change in policy or allocation. We should aim for improvements instead of perfection (Needham,
2006).

Externalities have been researched and described in the agriculture sector a lot (Buks et al.,
2016; Power, 2010; Zhang et al., 2007). Buks et al. have given a clear explanation on the way
externalities in agriculture work:
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“What should be understood by environmental externalities are changes to environmental
agricultural conditions due to economic decisions that may positively or negatively affect the
production or consumption capability of other entities. [...] A possible consequence is their
impoverishment, which in the long run will result in reduced soil productivity, which might affect
food security” (Buks et al., 2016, p. 258-259)

This adequately explains a situation that often occurs with externalities: they, in the long run, have
a negative impact on just the things that they were supposed to have a positive impact on: soil
quality, hunger, poverty, biodiversity etcetera. Positive externalities can occur too. According to
Millennium Ecosystem Assessment (MEA, 2005), environmental services can be seen as positive
externalities, as they derive not always directly from man’s actions, but can be used by man for his
own favor. Examples are sunlight and water. Externalities thus show that not everything is
accounted for in the price that is directly paid. Articles on externalities in agriculture stress the need
of a way to include externalities in the management of resources and the market price. As Zhang
et al. (2007) state, this should go beyond merely stating the economic value. It should be so that
externalities are not only known and stated, but incorporated in policies and market.
Complimentary, Buks et al. (2016) note that, because of the great number of externalities and
disturbances in markets, markets cannot be expected to internalize externalities alone. State
intervention should be aimed at ensuring environmental services that will provide food security.

From an institutional perspective, state and market thus will have to work together to
internalize externalities. As Lindblom (2001) famously wrote: “If the market is the dance, then the
state provides the orchestra and the dancefloor” (p. 102). However, in agriculture systems, often
supply chains stretch across many different supply chains and policies. If there would be a way to
show what these externalities are, market and state can act together towards a way in which the
actual inclusive price of a product becomes the norm instead of a vague goal.

To sum up, Pigou and Coase both provide a bases in overcoming the tragedy of the
commons in means of diminishing negative externalities or social costs. Whereas Pigou views the
state as the one and only regulator in the ‘polluter pays’ system, Coase opts for the ‘cheapest cost
avoider’ market system. Both visions have in common that externalities should be accounted for
or internalized. Coase’s ideas seem more tempting for businesses, but would demand knowing a
lot about externalities and the costs they cause. It is interesting to see how theories about
externalities from decades ago are still the base for business models today. The ideas of Pigou and
Coase about the role of the state, the intrinsic factor that nature has and the coupling of economics
and nature will be discussed in the interviews in this thesis. Even though no roadmap or bite-sized
theory on how to actually implement the ways of thinking about externalities, Coase and Pigou
have laid a strong base to move ideas in the right direction. In answering the research question,
How can SMEs successfully implement TCA in a way that it contributes to the SDGs?, it is
important to know where implementing externalities started, so findings and concepts can be placed
more in perspectives. The next section of this chapter will make a jump in time to modern-day
business models and situations: the SDGs and CSR. After that, existing literature on internalizing
externalities will be reviewed. The connection between this ancient and modern concepts will be
made clear. Practical examples of internalizing externalities will be further analyzed in the
document analysis.
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2.2 Sustainable Development Goals and Corporate Social Responsibility

In this section, literature on the SDGs and CSR is discussed. This is done to get an understanding
of the current state of sustainability in businesses and to get familiar with the points that could be
improved. It is proposed that internalizing of externalities is an effective way to internalize the
SDGs as a CSR strategy.

In the introduction of this thesis, the SDGs by the UN were introduced. All institutional spheres of
society; state, market and civil society, must work together on achieving this goals that aim to rule
out issues such as poverty, climate change, inequality and environmental degradation. As
mentioned, businesses have a large step to take in implementing the goals. The SDGs consist of 17
goals that should be realized by 2030. According to Global Compact Netwerk Nederland (2018),
companies are increasingly implementing the SDGs. However, these numbers are just based on
words: companies mentioning SDGs in their reports. There is no clear universal way of measuring
the SDGs yet. As discussed in the previous section, internalizing externalities is a very important
way towards sustainability. This is also stressed in many reports about the SDGs (Tulder, 2018;
UNCTAD, 2014; UN General Assembly, 2015;), where conclusions on how the SDGs are not
achievable without a way of dealing with externalities are drawn. There are guides on how to
implement SDGs in one’s companies bookkeeping, but these reports often do not mention
externalities. When internalizing externalities is mentioned in reports, it is mostly directed at policy
reform in Pigouvian tax style (UNCTAD, 2014; UN General Assembly, 2015). One report even
states that markets will most of the time only pay for negative externalities if they are forced by
civil society or state policy (Tulder, 2018). Reporting is not enough, as stressed in many articles.
Sustainability has to be incorporated in every fiber of humanity and therefore in every fiber of a
business (Global Compact Netwerk Nederland, 2018). In the document analysis section of this
thesis, current strategies to incorporate the SDGs in businesses will be discussed.

Corporate Social Responsibility (CSR) was born in the 20th century, when scholars began
to stress on the importance of companies to try to achieve more than just profit, stating that
companies should strive to contribute to societal progress in their communities (Vermeulen &
Witjes, 2016). Elbing (1970) wrote about how people in businesses were responsible for especially
social issues. The World Bank proposed a definition in 1999 that is still accurate: “The commitment
of business to contribute to sustainable economic development, working with employees, their
families, the local community and society at large to improve their quality of life”. Since then, CSR
has been developed and criticised. Sheehy (2015) describes how CSR is a term that is subjected to
altering by whomever chooses to use the term. NGOs often see the term merely as a way of
greenwashing, a form of misleading others in wrongly thinking a company is doing well in terms
of sustainability; Businesses can use it as some sort of business model and the states vision of CSR
is, according to Sheehy, often that of voluntary regulation. A more meaningful way for
operationalisation of the concept is needed. Already in 2002, Nijhof, Fisscher, and Looise made an
‘inclusive innovation” model, meaning “the inclusion of fundamental social responsibilities in both
strategy and operations management in organizations [...] for the integration of social
responsibilities into the actual conduct of business within organizations.” (p. 84). The goal of the
model was to effectively monitor, measure and give feedback to ongoing processes regarding
societal and environmental issues companies were involved in.

Years later, CSR is still not where it should be according to academics. Vermeulen and
Witjes (2016) state the important of a ‘dual nature’ in CSR, something that is currently often
missing: Companies are only able to be successful once they realize they are part of a bigger
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structure. They have to act responsible in their business, but also in the bigger institutional system
they are part of: “A company will only have its value if it maintains a positive symbiosis with this
societal environment.” (p. 2823). This means that a company can only be successful when it
realizes it is embedded in a larger societal system that includes all institutions of society. CSR thus
has to go beyond the limits of the company, it should be about the environmental and societal
functioning of the company in the whole system that we live in. The question remains how to
operationalize this system in businesses. An important first step in this process is to create insights
in what is actually happening. This is supported by Maon, Lindgreen, and Swaen (2008), who stress
that measuring, verifying and reporting are important steps in exploring barriers to success and
ways to overcome them. Reporting everything systematically and learning from one’s past actions
are crucial. Furthermore, it is important that companies have an intrinsic motivation for CSR
instead of an obligatory one:

“When corporations comply with specific regulatory requirements they do not display CSR
per se, since their actions in this case are motivated by the government’s externality
recognition — not their own. There has to be an element of choice on the part of the firm to
qualify as CSR” (Laudal, 2012, p. 3).

Laudal also notes that including externalities is a sign of ‘purer’ CSR, as it goes beyond merely a
business strategy. It is interesting to see if internalizing externalities for businesses is really an
intrinsic motivation, or if it is anticipation on possible future law changes. For example, with the
probability of policy change and taxes around emissions, the intrinsic motivation of companies to
emit less could be questioned. However, as long as there are no hard rulings, efforts from businesses
in emitting less could still be intrinsic.

As stressed in the previous sections, there is an urgent need to change CSR to an
comprehensive, intrinsic value of businesses. Furthermore, there is a need to give a fair price to
what businesses produce and do. The relationship between perceived rising costs of externalities
and CSR activities within companies has been researched a few times, as well as the importance to
step away from CSR as merely a way of reporting (Laudal, 2012; Sjafjell, 2008). The question
remains what that new CSR method that the market needs would be. Aggarwal and Kadyan (2011)
did research on greenwashing in CSR: merely stating that a business is performing well on
environmental and social standards without getting real results. They propose that transparency,
the stating of one’s negative environmental activities next to one’s positive activities, performing
a life-cycle assessment to truly know your performance and clear, understandable communication
of the results. They also suggest partnerships between different institutional spheres.

Thus, a new way of doing CSR is needed. As businesses should achieve the SDGs, CSR
should be aimed at fulfilling the SDGs. This should be done in a way that it goes beyond reporting
and enhances intrinsic motivation. The SDGs provide society with a goal and an urgent timeframe
to achieve these goals. Coase and Pigou provide us with a way of thinking about economics and
the environment. The one is a somewhat vague goal where the other is a somewhat vague concept
to achieve goals. If we can successfully internalize externalities, reaching the SDGs is one step
closer. What is still missing, is a clear idea on how to do this. This is further elaborated on in the
document analysis of this thesis. A versatile method that provides society with the tools to
internalize externalities seems to be the missing link. The question arises why certain methods are
not being developed on great scale yet. The next section will introduce TCA, the subject of this
thesis, that could be a great method for businesses. Sub-question 1: ‘How does TCA contribute to
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the Sustainable Development Goals and CSR?’ thus need to be answered in order to find out if
TCA is an effective way of internalizing externalities as is proposed.

2.3 Internalizing externalities and True Cost Accounting
After giving the reader insights on why externalities should be internalized as a CSR strategy in
order to try to reach the SDGs, this section discusses TCA as an option to internalize externalities.

Externalities cause society extra costs, so they should be compensated for. The players in the supply
chain of a product should for example pay for the part of the external cost that they cause. Getting
back to Coase’s idea of creating markets: once two parties negotiate about the externalities and this
negotiation becomes a market, unpaid external costs disappear. This can be done through permits.
An example are the tradable emission permits by Clean Air Act (Cooper & John, 2011). The
externality here is contamination of air. Negotiations by the one wanting to contaminate air and the
one wanting to prevent the air from contamination, result in a tradable market for clean air. Despite
the moral issue of this way of internalizing externalities, namely that the government grants permits
for pollution instead of punishing for it, it is still debatable if this is efficient as the market is being
structured by the government. Even though permits, taxes and subsidies do a better job at changing
the incentives of firms than bluntly allowing or not allowing certain practices by regulation, it is
still not optimal according to many opinions. For example, as Bras-Klapwijk (2003) state,
policymakers must take into account all possible scenarios. What if climate change won’t be as big
as society thinks? Or what if is it way bigger? Businesses do not have to take into account all
possible scenarios as people are excessively less dependent on them.

A Pigouan example of internalizing externalities is an often-used method to avoid traffic
congestions in cities. When a car driver in for example London enters a road in rush hour, his or
her taxes go up. Before, the driver only payed for their own extra gas and time, but by taking part
in the congestion, he or she was also causing other drivers time and therefore money. The ‘marginal
extra cost’ is fixed by letting this driver pay the right amount of tax that pays of the other driver’s
loss of time (Verhoef, 2017). Methods that could either let the polluter pay the right amount of
money (Pigou) or that enhances competition in being more sustainable (Coase) are thus being used
often and are still being developed on a daily basis.

As noted in the previous chapter, a method to include externalities is True Cost Accounting
(TCA). TCA is described by Sustainable Food Trust (2017) as “a system of accounting which
ensures that the true costs and benefits of different industries and production processes are properly
measured” (p. 14). The idea of TCA is thus that it measures the true price of chosen externalities,
such as biodiversity loss, emissions and livable income. Extra costs are measured and a fairer, often
higher price is allocated to those who need it. Practically, everything that is taken from and emitted
in nature is calculated. With the usage of data bases, prices are allocated to these impacts. With the
use of complex calculations, a new price that covers all expenditures can be allocated. The
calculations of the externalities and the allocation of financial value to these externalities, is hard a
complex and time-consuming process. Once a new price is calculated, a whole new challenge
occurs in terms of getting the right amounts of money to the right link in the supply chain. On the
first hand, this is a bookkeeping tool for businesses. Once they know where their systems’ pitfalls,
great true costs bearers, lay they can eventually make different decisions to reduce these true costs.
Sustainable Food Trust made a true cost analysis in their report on ‘the hidden cost of UK food’
(2017):
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“Some producers bear the cost of using truly sustainable food production systems, while
their competitors operate systems that create negative externalities for which they incur no
financial penalties. At the same time, consumers who purchase premium-priced food from
more sustainable producers are unfairly treated since they too, through taxation and other
costs, pay their share of the clean-up costs associated with production systems they do not
support” (p.10).

This adequately describes the obliqueness of the system: it is more costly to produce in the right
way, as well as it is more costly to buy goods that are produced in the right way. However, by
producing and consuming, externalities are created, as explained in the previous sections. These
are positive, or more often, negative side effects of our actions. According to Unerman,
Bebbington, and O’dwyer (2018), there are more reasons for businesses to start including
externalities, next to changing laws and policies: “Market forces and changing operating
environments, new actions by and relationships with external stakeholders, plus an increasing drive
for transparency or voluntary action by businesses because they recognize the significance of
transparency to future success” (p. 497).

A report on how to implement TCA for businesses (True Price, Deloitte, EY and PwC,
2015) sums up why TCA is a valuable way of thinking for businesses. First, it enhances decision
making. As TCA gives insights in what social and environmental processes are costly makes visible
where problems in the chain are, effective decisions in the direction of solving these precise issues
can be made. Second, it helps manage risks. Once externalities are quantified, once a price has
been given to them, companies can steer on diminishing the most costly or most risky externalities.
Third, the monetarization of externalities leads to innovation, as it enhances the development of
new, effective technologies, projects and business models. Fourth, adapting TCA has a positive
reputation on a company as it shows the willingness and ability to be transparent. It helps
consumers choose more wisely and thus enhances brand loyalty. Lastly, monetizing over time helps
companies improve and steer towards effective long-term strategy. A report by IFOAM (2019)
acknowledges this view and adds how including TCA in the market sector could provide strong
arguments to trigger policy reforms. However, practical questions arise when thinking about the
utility of TCA: Who should pay the true price? How can businesses that start adopting the true
price of their products still be competitive to businesses that do not? These questions will be
investigated in the interviews of this thesis.
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Figure 4: Overview of concepts (by author)

The advantages of using TCA that were discussed in this section, are summarized in Figure 3. This
figure and its concepts will be used, altered, and expanded in the following sections and chapters,
as reviewed literature and documents as well as the interviews will keep giving the researcher new
insights in what concepts are most important in this research.

2.4 SMEs and TCA
This section zooms in on SMEs and their sustainability strategy and proposes most of the sub-
questions of the thesis.

TCA has been researched and performed multiple times. However, this has happened mainly for
multinationals (True Price, 2018; Truecost, 2019; Sustainable Food Trust, 2016; Sustainable Food
Trust, 2017). SMEs are an important group to investigate, as they work differently from large
enterprises and play a large role in society. However, there is a gap in research in CSR in SMEs.
Mehran and Azlan (2009) note how this might be because of the limited resources that SMEs often
have, as well as the definition of the concept. Corporate social responsibility already implies large
corporates. However, the term CSR has been discussed and criticized so much that it is clear that
the strictness of what ‘corporate’ should mean in this sense is very negotiable. Moreover, the
question is often raised how SMEs are supposed to effectively contribute to CSR approaches: “If
major corporations struggle to define and place a value on reputation and reputational risk, what
hope is there for small- and medium-sized enterprises?”’ (Sarbutts, 2013, p. 1).

In researches, it is noted that SMEs have advantages in becoming more sustainable as
they have less dependency on shareholders but have a harder time structuring CSR practices. It
happens more naturally, as an intrinsic value (Mehran & Azlan, 2009; Santos, 2011; Sarbultts,
2013).This might cause challenges in a very structured approach like TCA: “The emphasis is on
the adoption of simple, easily applicable and cheap measures and normally with specific results
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exemplifying how SME CSR is located on the border between entrepreneurialism and business
management and that of business citizenship” (Santos, 2011, p.1). However. As noted in the
previous section, CSR being an intrinsic value is also seen as something very positive. It is
interesting to see if this is a pitfall or a prospect for SMEs. Vo (2011) calls for future research on
how instead of if SMEs should be active with CSR. This research will aim at contributing to this.
It is important to find out the current state of TCA in the agrifood sector, of which coffee is a big
part. The current idea on how it works and why it does or does not work, is very important if
TCA is to be taken to a higher level. Sub-question 2: ‘What is the current state of TCA in the
agrifood sector?’ will therefore provide a bases of knowledge on the current state of the method.

The power of TCA is, according to IFOAM (2019) and True Price (2014), the fact that is
gives a value to products and services that everyone understands: money. However, making
everything comparable, especially in terms of money, causes problems practicableness (how can a
true price possibly include everything?) and immorality (is it moral to want to be able to calculate
everything?). This is further discussed in the document analysis of this thesis. As derived from the
theory of externalities, it is hard to treat inequalities in the right way. Needham (2006) describes
this in his article on market functioning as follows: “Trying to achieve allocative efficiency by
letting the market treat unequals equally produces unequal results. It might be better first to reduce
the inequality, then let the market treat everyone equally” (p. 66). In other words, the starting
position should be more equal before the market steps in. This would seem like a task for the state:
the rules of the game should change. But the question would arise if it isn’t more effective for the
market to try to change the unequal position of market players along the path that they are already
on? It is interesting to investigate how this works in the eyes of market players: is the state really
needed to set the rules of the game, or can the market, given the right tools, begin to allocate fair
prices, at the utmost with a little help from the state? To investigate what is really needed to make
TCA work, sub-question 3: What external factors are needed to make TCA a feasible option for
SMEs? is proposed. This will handle the institutional spheres that are needed as well as other factors
such as a collaboration between the market and financial resources. The answers to sub-question 2
and 3 will be followed by sub-question 4: ‘What are perceived pitfalls for implementing TCA in a
SME and how can these be avoided?’ and 5: ‘What are the perceived benefits of implementing TCA
in a SME and how can these be achieved?’.

Furthermore, thus far, only a few externalities have been examined for a few places in the
true price of coffee (IDH & True Price, 2017). More research on this matter is needed to develop a
fair distributional price for the product. Furthermore, it has to be examined whether SMEs are a
right target group for TCA. Because this research is conducted for MVVONederland, a network or
multiple companies, SMEs can work together, overcoming their pitfalls such as the lack of
resources, while maintaining their advantages like their ability to act fast. If the results of this thesis
could be generalized to other sectors, it would help SMEs in all kind of sectors steer their
sustainability efforts in the right direction. Subquestion 6: ‘Are the results possibly applicable in
other sectors than coffee or even agrifood?’ will therefore be answered.

2.5 Overview of concepts

This chapter elaborated on the concept of externalities, on TCA, the SDGs and adaptation in SMEs.
The question that is being answered in this research in whether TCA is a right method for SMEs in
their day to day business. Interview guides regarding this literature overview will be conducted in
order to propose an advice on the prospects and pitfalls of TCA in SMEs. The most important
concepts that are found are shown in Figure 4.
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Figure 4b: Overview of concepts, revised (by author)

3. Methodology

The current research is best structured by the ‘research onion’ of Saunders, Lewins and Thornhill
(2015). First, philosophy consisting of ontology and epistemology is discussed. Then, the approach
that is either deductive or inductive is explained. The choice of grounded theory is elucidated. After
that, the strategy is chosen. Then, the practical method of doing the qualitative research and
gathering data is explained. Choices made in the outside layer of the onion, influence the choices
made in the inner layers. The chapter concludes with the explanation of the validity and reliability
of the research.

Approaches

Strategies

Choices

Longitudinal

Time
horizons

Archival research
Techniques and
procedures

Figure 5: The research Onion (Saunders, Lewins & Thornhill, 2015)
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3.1 Research paradigm

The research paradigm used in research tells a lot about the researchers’ assumptions or view of
the world (Saunders, Lewins and Thornhill, 2015). These assumptions will reinforce the research
strategy and the methods. The research philosophy or paradigm, consisting of ontology and
epistemology, is important to make sense of one’s research:

“Both qualitative and quantitative methods may be used appropriately with any research
paradigm. Questions of method are secondary to questions of paradigm, which we define
as the basic belief system or world view that guides the investigation, not only in choices
of method but in ontologically and epistemologically fundamental ways” (Guba &
Lincoln, 1994, p. 105).

Ontology is about the nature of reality: ‘What is the form and nature of reality and, therefore,
what is there that can be known about?’ (Guba & Lincoln, 1994). Bryman (2012) explains how to
make a choice between different ontologies by asking the question: “[...] whether social entities
can and should be considered objective entities that have a reality external to social actors, or
whether they can and should be considered social constructions built up from the perceptions and
actions of social actors” (p. 32). One should therefore choose between subjectivism and
objectivism. In the current research, interviews are held to understand the perceptions and actions
of social actors. There is no theory that is being tested, as the research is a grounded theory
research. Instead, the perception of actors on different topics and schemes is investigated. These
perceptions construct the reality. They are to assist the development of a theory that might be
constructed out of these perceptions in the future. This is a subjective standpoint. Therefore, the
current research fits the ontology of constructionism quite well: “It implies that social phenomena
and categories are not only produced through social interaction but that they are in a constant
state of revision” (Bryman, p. 33).

Epistemology is about what can be known about reality: “What is the nature of the
relationship between the knower or would-be-knower and what can be known?” (Guba &
Lincoln, 1994). In this research and quite typically for grounded theory and constructionism is
the epistemology is interpretivism. The researcher investigated the interpretation of the
interviewees on certain concepts, after which the researcher interprets these interpretations before
writing them down (Bryman, 2012). In line with grounded theory, social constructs are not
objective, but can always be subjectively interpreted and this will always be subjected to change.
The epistemology and ontology lead to an inductive approach of collecting data: a theory will be
formed through the gathering of data, instead of a theory being tested through data collection.

3.2 Research strategy

The strategy of this research is grounded theory and will also be a case study. A case is provided
by MVONederland: SME companies in the coffee sector. The main question of this research is best
answered through a strategy of a mix of several qualitative methods, as will be explained in the
following sections.

3.2.1 Grounded theory

Grounded theory was first used by Glaser and Strauss (1967), when they introduced the approach
after studying death cases in a hospital setting. At this time, qualitative methods got a lot of critique
because it was seen as incapable of providing usable results. In grounded theory, “the goal is to
discover an emerging theory that fits and works to explain a process, and is understandable to those
involved in the process” (Levers, 2013, p. 1). Grounded theory is best defined as “a research

24



approach or method that calls for a continual interplay between data collection and analysis to
produce a theory during the research process” (Bowen, 2005, p. 2). Grounded theory handles an
open and flexible research design: inductive. The goal of grounded theory, however, is to contribute
to the formation of a system, a verification or a theory: deductive (King & Horrocks, 2010). This
approach allows creativity and openness in the formation of the research instead of staying within
a pre-proposed framework.

In grounded theory, the data gathering will be aimed at the development of concept and
categories, like in the previous chapter. This is why the method of constant comparison is handled.
Pieces of documents can be compared to interview quotes and the comparison between these two
can lead to theoretical sampling. In theoretical sampling, the researcher searches for situations or
individuals that can give more or new information about formed categories. The information that
the researcher uses is continuously compared and reflected on (Glaser & Strauss, 1967). This is
why the current thesis fits grounded theory perfectly. Even though a lot of literature is written on
externalities, there is no theory on the implementation of a way of including externalities in one’s
business yet. The current research can therefore not test the validity or the usability of an existing
theory on how to internalize externalities, but it can only contribute to the creation of a theory by
doing qualitative research.

3.2.2 Case study

“Case studies are a strategy of inquiry in which the researcher explores in depth a
program, event, activity, process, or one or more individuals. Cases are bounded by time
and activity, and researchers collect detailed information using a variety of data collection
procedures over a sustained period of time”. (Creswell, 2009, p. 46)

This is precisely the goal of this research: to collect detailed information from few individuals. This
research is an explanatory study, where the goal is to find out “what is happening; to seek new
insights; to ask questions and to assess phenomena in a new light” (Robson, 2002, p.59). A multi-
method qualitative research will be conducted, as different sort of groups will be interviewed and
documents will be analyzed. It could be effective to make use of qualitative as well as quantitative
research: a questionnaire for the entire case being all SMEs that MVVONederland is involved with
for the coffee project as well as all consultants and NGOs, and then conduct a few qualitative
interviews. However, Bryman (2006) stresses on his findings that most of the times a multiple
methods approach does not often lead to the desired results. To be able to propose the most useable
results, a focus on merely qualitative research was chosen.

3.3 Research methods and data analysis

The research will be done in the form of interviews and document analysis. A document analysis
will be done in order to get a clear idea on the current state of implementing the SDGs as well as
the current state of TCA. This is needed to create certain schemes and topics, as is usually done in
grounded theory, to thereafter test and expand through the interpretations of and thoughts on these
topics by the interviewees as well as reflecting on this again in the conclusion. The findings will
be verified and complemented by consultants that have experience with TCA. Next, a group of
SME coffee companies will be interviewed. The results of the document analysis as well as the
interviews will be compared in order to come to a conclusion about the drivers, barriers and
prospects in the application of TCA in the day to day business of a SME. All data will be analysed
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thoroughly in order to get to a feasible advice, where the recommendations of the consultants as
well as the thoughts of the SMEs are reflected on.

3.3.1 The document analysis

Mostly, reports of TCA calculations and projects in the agrifood sector were included in the
document analysis. This is done to get a good understanding of what the current state of TCA is.
A document analysis is fitting, as the documents are more practical reports than academic
literature. The documents were found by help of MVVONederland, who gave a list of consultants
and NGOs that work with TCA-like methods. Next to that, the researcher found some other
agrifood TCA reports by searching for current news articles.

3.3.2 The case

MVONederland has gathered 16 SME coffee companies that have various positions in the supply
chain. They have started a project, called ‘The true price of coffee’. This project is a collaboration
between the NGO Solidaridad and the consultancies True Price, EY and Soil and More,
commissioned by the Dutch ministry of Foreign Affairs. This is a perfect example of how the state
can create opportunities for the market, in collaboration with civil society. All SMEs combine
efforts in gathering data on the five externalities that have been chosen carefully by the in TCA
experienced consultants. Solidaridad is managing the data collection at farm level. As the project
is a pilot, the consortium has chosen to limit the scope to farm level. Transportation, packaging
etcetera are therefore left outside the scope. MVVONederland has provided this case, as they want
to give the SMEs more insight in how to implement the new way of thinking, TCA thinking, in
their day-to-day business. This thesis will, therefore, focus on the social aspect of integrating TCA,
instead of the material, measurable aspects like soil quality. These chosen externalities are Liveable
income, Biodiversity, Carbon Footprint, Water and Soil quality. This are five major issues that
include the most urging social and environmental problems that society is facing today. As this
thesis focusses on the adaptation of TCA thinking in business and not on specifics in the proposed
TCA model, the reasoning behind choosing these five externalities is not discussed thoroughly.
However, the externalities will be discussed briefly in the interviews with the SMEs and in the
document analysis. The case that was provided is fitting to the research question, as it includes a
supply chain that is fitting for TCA as explained in chapter 1. It also includes SMEs that have
various levels of experience with TCA and all have different positions across the supply chain.

3.3.3 The semi-structured interviews

Two TCA experts, consultants, where interviewed to validate the themes that appeared to be of
great importance in the document analysis. Both consultants have experience in conducting true
price calculations and both consultants take part in the MVVONederland coffee project. Both firms
appeared often in the document analysis.

- EY (1989) is a consultancy firm that wants to contribute to creating a better working
world: “At EY, our purpose is Building a better working world. The insights and quality
services we provide help build trust and confidence in the capital markets and in
economies the world over. We develop outstanding leaders who team to deliver on our
promises to all of our stakeholders. In so doing, we play a critical role in building a better
working world for our people, for our clients and for our communities” (“Who we are”,
n.d.). The interviewee from EY works for the sustainability department, where they
perform a great number of impact measurements, where LCA as well as TCA are parts of.
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- True Price (TP) (2012) “is a social enterprise with the mission to realize sustainable
products that are affordable to all by enabling consumers to see and voluntarily pay the
true price of products they buy” (“About us”, n.d.). The interviewee works on impact
measurements and true price calculations.

A variety of five different SMEs were interviewed. These companies are all at a different
stage in the supply chain of coffee. This allowed the researcher to get a very broad view of the
differences and overlaps of different links in the chain. The companies did however all have a
strong connection to environmental and social sustainability®. Prior to these five interviews,
MVONederland and True Price held short interviews with most of the 16 participating SMESs on
why they took part in the project. The researcher was present as well, took notes and, in
collaboration with True Price, made a summarizing and comparable excel sheet of the results.
The results showed that the main reason to perform TCA was to give insights in what coffee
should actually cost as well as communication to the public and transparency. These topics where
therefore discussed in the interviews. The short interviews also showed what companies were
interesting to interview in the longer interviews, as it showed what the SMEs knew about what
parts of the coffee sector and supply chain. Therefore, a variety in new, older, bigger, smaller,
roasters, sellers and exporters could be made. These short interviews were not an actual part of
this thesis, but served as a baseline for steering the interview questions and choosing the sample
of interviewed SMEs. A short overview of the interviewed SMEs is given below.

- Fairtrade Original (FO) (1972) is focused mostly on import. They have strong
connections with farmers in the country of origin of their products and sell their products
in most Dutch supermarkets. They therefore reach a really big audience. They are
therefore known by the public more than the other SMEs. Next to coffee, they sell
products like tea and curry paste.

- MAAS koffie (MK) (1889) is not really an SME, but the researcher decided with
MVONederland that they would still be an important addition, as their customers are
different from the other companies. MAAS installs coffee machines mainly at
universities, government buildings and businesses. They provide the coffee in a circular
way: from delivering coffee beans to collecting the waste that they recycle in-house. They
do not have a lot of connections to the production of the coffee bean, the focus of the
MVONederland TCA pilot, but do have a lot of mature experience with communicating
to clients and initiate a lot of socially responsible projects.

- The Coffee Quest (CQ) (2012) do not sell directly to consumers, but handle the import of
green coffee. They do work closely to Simon Lévelt, another SME in the MVVONederland
case, who in their turn mainly focus on selling coffee to consumers. Their focus is mainly
on the farmers in the country of the origin of their coffee.

- Blanche Dael (BD) (1878) has a history in trading of exotic products. However, they
currently only focus on coffee and tea. They are a coffee roaster and have cafes where
customers can buy and drink coffee.

- Shokunin (SH) (2018) is a roaster that also sells coffee. They are a small and young
company that focus on selling the feeling of their coffee instead of just selling coffee.

3 This was checked during the short interviews that True Price and MVVONederland held with all SMEs and also in
the five interviews the researcher held.
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With them, the whole coffee supply chain is handled with the interviews. This gives a
versatile overview of the supply chain.

The interview guides can be found in the appendix. In the results chapter, the given abbreviations
of the companies will be used. The interviews were semi-structured. That is, the researcher used
an interview guide that handled all concepts that appeared in the document analysis. Besides that,
there was room for discussion of other topics as well. If the conversation took on another road that
seemed interesting as well, the interview guide was deviated from. This is desirable in grounded
theory, as concepts need to be altered and tested constantly in order to create a theory. The
interviews were recorded and transcribed. All interviews were transcribed* and coded in Atlas.ti
with the usage of ‘open coding’, something very common in grounded theory (Corbin & Strauss,
2008).

3.4 Validity and reliability of the research

It is important to achieve high reliability and validity within the research, as it makes the research
more trustworthy and usable: “Reliability is the degree to which the finding is independent of
accidental circumstances of the research, and validity is the degree to which the finding is
interpreted in a correct way.” (Kirk & Miller, 1986, p. 20). As grounded theory is full of
interpretation and adaptability, validity and reliability is even more important than in other types
of research (Sikolia, Biros, Mason, & Weiser, 2013). Validity consists of internal validity, or
credibility, and external validity (Bryman, 2012). In this research, credibility is increased through
triangulation of data: multiple sources of data were used, including literature study, document
analysis and different types of interviews. Also, it is important to describe the data and documents
extensively. Prolonged engagement with participants in the interviews and the usage of transcripts
and recordings is therefore important (Sikolia et al.). Transcripts and recordings thus were made,
as well as extensive notes. Participants got the chance to explain their thoughts well, so that the
researcher was able to describe their thoughts and opinions in the right way.

External validity which is concerned with the possibility of wider application of the results,
was increased by describing the situations in which the research really was held really
comprehensive. The participants were described as well as the situation they were in. The case of
this study was about SMEs in the coffee sector. If the results could be applicable for SMEs in the
coffee sector that were not included in the research, external validity is reached. If the results could
also be applicable for SMEs in the agrifood sector or even in other sectors, the external validity
would be even higher. This is a difficult point that could only be answered without too much
speculations after this research is done. However, as the consultants that were interviewed also
work with companies in other sectors and with other companies than SMEs, it is possible that they
can speculate about the wider applicability. Also, some of the SMEs also sell other products than
just coffee, making the case more easily adaptable to their other products. However, this is all
merely speculation, as the applicability in other sectors or companies cannot be verified until it is
tested in research.

4 The recording of the interview with Blanche Dael could unfortunately not be used due to problems with the audio.
A summary was therefore made instead of a transcript. The researcher emailed the summary to the interviewee for
consent, but never gotten a reaction. In consultation with supervisors from Radboud University and MVONederland,
the decision was made that the summary could still be used in the results and conclusions of the thesis.
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Reliability, which is about the possibility to repeat the study, is achieved by writing down
each step that was taken and the reason behind this choice. Also, documents such as transcripts and
recordings are important for reliability as well according to Bryman (2012). Personal values are
important to minimize in research, to increase reliability. This is hard in grounded theory, as
interpretations and personal values can seem very overlapping. However, by writing down the
choices being made and the reasoning behind this, even grounded theory can be reliable. This is
therefore carefully done by the researcher. The research could in theory be done again, which is a
sign of good reliability (Sikolia et al., 2013). The discussion of this thesis discusses the possibility
of the wider application of the study results.

4. Document analysis

In this chapter, documents will be analyzed that handle SDG adaptation as well as the current
state of TCA. This is done in order to explore what concepts and themes are important in trying
to achieve the SDGs in business, and to find out what steps are important when embracing TCA.
The concepts that were found in chapter 2, will guide this chapter.

4.1 SDG adaptation

In this paragraph, the link between trying to reach SDGs and TCA is made. This is done by
checking the concepts of figure 4b. This figure will be expanded to new concepts that appear to be
of importance in this section.

According to PwC (2015), the SDGs are the result of “two years of multi-stakeholder negotiations,
including business and the private sector [...]. While the SDGs are not legally binding, they will
act as de facto regulation and drive the implementation of national regulation and incentives to see
them succeed” (p. 6). According to this research, 92 percent of the business community is aware
of the SDGs, while only 71 percent of businesses do something with the SDGs. This also includes
merely mentioning them, let alone implementing them. This is a serious gap that needs to be filled,
something that can,a cording to the authors, only be reached through collaboration. Citizens as
well as businesses see governments as the prime reasonability taker in the implementation of the
SDGs. The business community is more aware than citizens of the SDGs, as only 33 percent of the
citizens were familiar with the SDGs. This shows that the business community could be a rightful
player in the acceleration of sustainable development through the goals.

A system-wide change in the agrifood sector is needed, according to a report by The
Economics of Ecosystems and Biodiversity (TEEB, 2018): “The SDGs will not be achieved
without a transformation of the way we are producing, processing, distributing and consuming
food” (p. 11). According to the report, the agrifood system is urged to change if the world wants to
achieve the SDGs. As discussed in the previous chapters of this thesis, the SDGs can be seen as a
framework to define what sustainability means. If the 17 goals were to be reached, all the world
has to offer would be divided equally and treated in a way that all generations to come were able
to make use of it as well. The report, that focusses on the development of a way to measure the
goals that are set by the SDGs, stresses the importance of solving the problems that are dealt with
in the SDGs in a holistic, comprehensive way, instead of one by one. Because the SDGs are
contingent to each other, the report states that a way of thinking in a more systematic way that
“focuses on the identification of interrelationships between components of a system” (p. 9) is
required. Thus, describing everything that happens in a system is seen as an important step to reach
goals. Another article on the implementation of the SDGs focusses on a new way of doing business
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in a more systematic way as well (Reynolds, Blackmore, Ison, Shah, & Wedlock, 2018). According
to the authors, transparency is a very important point in achieving this systematic way of thinking.

According to the TEEB report (2018), the agrifood system is complex and context-specific.
Because of this, a system needs to be realized that is adaptable to specific locations but is also
comprehensive. According to TEEB, the agrifood system has been researched in depth, but only
single components instead of the whole puzzle. For example, economics have looked only at
financial aspects of the system. This logically caused problems, as most environmental components
of the system are not directly visible in financial terms. Putting financial value on all processes in
the system, thus makes the system more understandable. Policymakers work evidence-based, thus
consequently they also left environmental and social factors underrated and focused on the growth
of immediate financial factors. The financial value would thus enhance policy reform, according
to the article. The report states that a new comprehensive way of thinking “is urgently needed to
help us find areas where synergies are possible and where interventions will have the most impact,
as well as identify where trade-offs must be recognized and negotiated” (p. 21). As shown in Figure
4b, these aspects are seen as advantages of TCA. Another research links the SDGs to TCA in terms
of creating financial value:

“At a very high level, the report Valuing the SDG Prize in Food and Agriculture found that
business opportunities amounting to a total value of USD $2.3 trillion annually by 2030
could be realized through business actions in support of the Sustainable Development
Goals (SDGs). If TCA can reprioritize investments and change decision making in
companies, a significant part of this could be achieved over the coming years” (WBCSD,
2018, p. 18).

A quote by TEEB (2018) makes a possible link between the SDGs and TCA seem even more
logical: “By making the invisibles (externalities) visible, the society will be better positioned to
take into account the impacts of activities that have previously been ignored” (TEEB, p. 21).

The article by Gusmao Caiado, Leal Filho, Quelhas, Luiz de Mattos Nascimento, and Avila
(2018) reviewed existing literature on SDG implementation. Based on the literature they reviewed,
they proposed an “integrated innovative framework which will help governments, researchers and
organizations to better understand how to achieve the SDGs by using scientific knowledge
management in order to recognize and tackle concrete societal problems”. (p. 1281). The proposed
framework contains a few steps that are seen by the authors as the most important factors in
methods top successfully implement the SDGs. The first one is implementation. The
implementation step consists of two concepts. The first one is collaboration “First of all there
should be a collaborative problem solving network that connects as many stakeholders as possible,
as well as all sectors and countries with multiple levels of governance” (p. 1281). Thus,
collaboration between institutional spheres, different countries, the supply chain and competitors
in the branch is vital. For the current case of the coffee sector, collaboration in all possible ways
seems extra important. A coffee bean travels through many hands, machines and countries from
seed to disposal. The second concept in the implementation step is communication and
adaptability. The authors stress how it can be overwhelming to implement yet another technique
or program, but it is most important to keep adapting to new changes in the system. Good
communication, which again comes down to collaboration but this time within the system, or
supply chain in the case of coffee, is important. Through collaboration, knowledge and technology
has to be distributed more fairly in order for SDG implementation methods to work.
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The implementation step is followed up by the monitoring step: “There is a need for
continuous monitoring through indicators, targets, lessons learned and good practices being
transformed into explicit knowledge for a replication of results in different nations” (p. 1282).
Monitoring continuously leads to a knowledge base that can be applicable for multiple countries,
that in their turn can alter the basics to their countries’ specifics. The third step in effectively
implementing methods to reach the SDGs that is mentioned in the article is about evaluation. This
step is about continuously comparing implementations of new ideas or interventions to the
conventional or current system. This is very much in line with Coase’s ideas: to stop aiming for a
perfect world situation that is out of reach, but to start comparing results of interventions to the
current situation.

When using Figure 4b with the concepts that was made in chapter 2, the importance of
transparency, comprehensiveness, policy reforms and the allocation of financial value
(understandability) are underpinned. Collaboration is added as an important point in reaching the
SDGs. Furthermore, adaptability is added to the list under comprehensive, while the sentence ‘can
be made as comprehensive as desired’ is deleted. To be able to change the comprehensiveness of
a model or tool, in this case TCA, means that one is able to adapt it. The three mentioned steps are
all steps that seem to be achievable when performing a TCA. When looking at the possible
advantages of Figure 4, the three steps can easily be added to visualize overlaps: Implementation
can be achieved through good collaboration and comprehensiveness; monitoring and evaluation
can be done when everything is systematically measured, when strategies are made for the long
term and when there is a possibility of diminishing risks. TCA can be seen as a way to monitor and
evaluate one’s activities.

Possible pitfalls Possible advantages

Improves business strategy ) )
Diminishes risks 3. Evaluation

Directs long-term strategy
Shows hotspots
Enhances Innovation

. Improves reputation
T['Lle C()St ACCOuntlng Shows ability and willingness to be

transparent

Immorality Enhances brand loyalty
Is it moral to put a price on everything?

2. Monitoring

Comprehensive
Includes environmental externalities
Includes social externalities

Practical questions Adaptable 1. Implementation
‘Who will pay the true price? b D(I S
How can the price include everything? .
Is the market capable of taking this step? Political
Enhances policy reform
Understandable

Everyone understands money

Collaboration
Within supply chain
Between institutional spheres

Figure 4c: Overview of concepts, revised (by author)
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To conclude, there is a long way to go in the adaptation of the SDGs, even though society is
confident in its profitable use. Implementing the SDGs calls for a comprehensive and adaptable
method that enhances collaboration. It should describe systems or supply chains in a way that
makes problems, interconnections and relationships visible. Continuous implementation,
monitoring and evaluation has to happen in order to keep improving methods to try to reach the
SDGs. This all seems to be in line with TCA: a way to systematically and objectively show what
processes are taking place in a system. The implementation of the SDGs can thus go hand in hand
with effective implementation of TCA, as the one complements the other and vice versa. The next
section will review the current state of TCA.

4.2 The current state of TCA

Now that it is made clear what the possible advantages of TCA are, and that it could be a good
method in achieving the SDGs, it is important to take a closer look at the current state of TCA.
This section will do so. Where possible, documents and therefore the found concepts evolve around
specific characteristics of SMEs. However, this is not always possible, as there is not much written
on SMEs and TCA.

4.2.1 TCA: General considerations

Internalizing externalities has been increasingly on top of mind for some consultants, NGOs, state
actors and businesses for the last few years. A challenging aspect about analyzing documents on
this matter is the number of different names that are giving to roughly the same method. Examples
are, next to True Cost Accounting (TCA), ‘Full Cost Accounting’ (Barg and Swanson, 2004), ‘True
Pricing’ (True Price, 2018), ‘Environmental Loss and Profit statement’ (Miller, 2013), and ‘True
Value’ (KPMG, 2015). Regarding the readability of this thesis, the term TCA is used to describe
all previously mentioned names. In order to find out how SMEs can successfully implement TCA
in their business, it is important to know what the current state of TCA is. As the current case is
coffee, which is part of the agrifood sector, especially previous research on TCA in this sector is
important to reflect on. It is interesting to investigate what has been done in this field, what the
pitfalls are, what the future recommendations are and why TCA is not implemented for SMEs more
frequently. With the document analysis, a meaningful questionnaire for the interviews with SMEs
in the coffee sector can be set up.

In the analysis of reports, academic articles and newspapers that are written on the topic of
methods such as TCA, several terms and concepts deemed to be most important in successfully
internalizing externalities. These concepts are therefore important to investigate more. In this
grounded theory research, there is no theory being tested, but there are schemes and concepts that
are being developed. The document analysis of TCA that is given below, showed the researcher a
couple of these important concepts. These are the headers of the sections. However, it is important
to note that these concepts were derived from the document analysis and did not exist as topic
headings before doing the analysis. The researcher choose to display the chapter with the usage of
these concepts as headers for matters of style and readability. These headers will namely be used
in the result chapter as well, where these concepts will be discussed in interviews, as is also
common in grounded theory research, as discussed in chapter 3. The overview of concepts figures
that have been used and altered throughout the previous chapters and sections and the conceptual
model in the last section of this chapter, will be combined into one conceptual model.
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4.2.2 Data collection

Close to all reports on TCA in the agrifood sector stress on the seemingly obvious recommendation
that more data collection is needed for TCA to work. An example of a report that will be used in
this chapter often is the one by the biological fruits and vegetables distributer Eosta, as it is the
(self-proclaimed) first agrifood SME to ever perform a TCA-calculation (Eosta, Soil & More, EY,
Triodos Bank, & Hivos, 2017). In the report, biological fruits and vegetables were compared with
regular fruits and vegetables on their social and environmental performance. The social and
environmental externalitics were measured and priced, after which a ‘true price’ was made for the
two kinds of fruits and vegetables. Biological fruits and vegetables resulted in a lower true price
than regular fruits and vegetables.

Abundance of data needed

According to the Eosta report (2017), the biggest limitation of their research was how a lot of data
had to be guessed. This of course makes the results of the TCA calculation less trustworthy. As
Eosta distributes only organic fruit and vegetables, an overestimation on negative health impacts
of pesticides is of course in their favor. This could be seen as a possible pitfall of TCA: companies
calculating the true price, could steer results in their favor, while blaming the uncertainty in data.
Another report by several consultancies provides businesses with a guide on how to start TCA-
measurements. They also note how it is important to measure all externalities in the right way, but
most importantly to make sure that these externalities are the ones these businesses should measure.
If the business in question spends a lot of energy and money on an externality that they cannot
control, it might be smart to focus on an externality that the business can make a bigger impact on
(True Price, Deloitte, EY, & PwC, 2015).

Even though uncertainty in data could cause some ‘cheating’ by companies, it is not always
seen as a point of critique. The report by IFOAM (2019) notes how it is impossible to measure
perfectly when performing TCA: “The true, or full cost of any given product, activity, enterprise,
sector, production model or system will inevitably only be an approximation, or an incomplete
snapshot, limited by a given set of boundaries over a given period of time” (p. 5) The report notes
that it is still important to measure when one is uncertain, because imperfect measurements still
make important points in the system visible that can steer projects and implementations in the
future. This is underpinned by the article by Eidelwein, Collatto, Rodrigues, Lacerda, and Piran
(2018), in which a review of a large number of TCA-methods are reviewed: “More important than
finding accurate values is tracking tendencies over time, effectively managing externalities and
their impacts and paving the way for a truly sustainable economy” (p. 1326-1327).

Long time-frame

Next to the abundance of data needed, data also needs to be collection over a long period of time:
“An important value driver for the impacts calculated in this pilot is to monitor Eosta’s impacts
over time. This will in time reveal the effectiveness of decision making with regards to improving
on Eosta’s externalities. For this a continuous data collection, modelling, analysis and reporting
system is required, in other words a dashboard. For this, first of all steady data-collection over time
is required, since then the methodology can be improved and applied over all collected data
iteratively” (Eosta et al., 2017, p. 41). The steps that are important to take when trying to reach the
SDGs as seen in Figure 5, are very overlapping with the steps in this quote. Modelling, analysis
and reporting is just like implementing, monitoring and evaluation all about trial and error: it is
about continuously describing every step that is being taken, documenting all the effects this causes
and learning from the steps that have been taken for a long period of time.
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Diversity in data

Another limitation regarding data collection in the Eosta report (2017) was the diversity in data.
The different ways in which data was collected per farm made it challenging to set a benchmark
and to make the results comparable. This could be a possible pitfall for SMEs as well, as the SMEs
work with a lot of different small farms that do not collect their data in the same way, if they even
hold records of their data®. A report by Wageningen University and True Price (Groot Ruiz et al.,
2017) underpins the importance of data gathering. The availability of data but also the utility of a
large quantity of data for companies that need to be able to see structure in it is seen as crucial. All
reports stress the fact that there is not one model to measure the true price of products yet, due to
the diversity in data and the lack thereof. This underpins the importance of the development of one
tool and one way of measuring the true price of, in this case, coffee.

4.2.3 Resources

As performing a TCA calculation is very comprehensive, it demands a lot of resources. As
discussed, TCA is mostly done by large companies. Logically, because they have more financial
assets. However, resources in this section means more than financial assets. It is also handles other
points where SMEs and larger companies differ in.

Financial assets

The report by True Price, Deloitte, EY and PwC (2015) discusses a few important points that have
to be taken into account when implementing TCA for small companies. They note that large
companies may have more resources or experience available than smaller companies.

Experience

The report by Wageningen University and True Price (Groot Ruiz et al., 2017) discusses how it is
crucial that companies have access to a lot of data. The report suggests that companies should work
together so they can bundle resources and spread the work of trial and error. There is not one
method to measure the true price yet, so while there is still development in this field, there will still
be trial and error, a burden that only large companies can carry, unless smaller companies combine
forces. This is underpinned by the research of True Price, Deloitte, EY and PwC (2015): “Lastly,
the systems available for gathering information, the information already available and the skills to
translate information into strategy execution also determine organization’s ability to implement
improvements” (p. 50). This shows that sufficient resources goes further than merely financial
resources and links to the previous section about the gathering of data. SMEs starting from scratch
might have less resources in terms of experience.

Flexibility

Even though their position is financially weak, SMEs are thought to have an advantage in their
ability to change courses more easily than large companies. According to True Price et al. (2014),
small companies experience less bureaucracy, allowing them to innovate more quickly. Another
possible advantage for SMEs that is mentioned is that the more people are in a company, the harder
it might be to get people to implement new business strategies. The core of the company has
influence on the implementation as well. A company that is more sustainable in its core, is likely
to be more flexible in adapting a new strategy that is likely to increase sustainability. As the current

5 This was affirmed by the consultants and SMEs in the interviews
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case includes mostly SMEs that profile themselves as sustainable in their core, this point is likely
appear in for this case study.

4.2.4 Transparency

In the last decade, there is a transparency trend in the market (PwC, 2016). More and more
companies are sharing their financial assets, and more money is spent on transparency projects.
The point that is without question seen as most important when adapting the TCA way of thinking
in a business is transparency (True Price, Deloitte, EY & PwC, 2015). TCA can, according to these
researches, even be seen as a transparency tool. Indeed, the goal of the method is to show hidden
costs. This ideal thus has transparency as its core value. Transparency however also causes some
risks.

Cherry Picking and SDG-washing

Problem that might appear regarding transparency are cherry picking and SDG-washing: “Cherry-
picking’ refers to selecting goals and targets based on what is easiest for companies rather than
what accounts for the highest priorities. [...] ‘SDG-washing’ means reporting on positive
contributions to the Global Goals and ignoring important negative impacts” (Global Reporting
Initiative and the United Nations Global Compact, 2018, p. 7). As it is possible to alter the TCA
method to a company’s own liking, because sharing all information is not possible, an appeal on
the sincerity of a company has to be made. If a company has certain externalities that they do not
perform well on, they could easily leave this externality out of scope or when they perform bad on
an externality they have measured, they could choose not to report on it.

Unified model

TCA shows where the hotspots in the system are. It thus makes the supply chain more transparent
to all links in the chain. This can help steer decisions. It can help businesses help get their supply
chain more transparent to themselves, as they often do not know where to start with their
sustainability efforts (Eosta, Soil & More, EY, Triodos Bank, & Hivos, 2017). In order to avoid
the pitfalls discussed above, a transparent TCA model should be created. Companies performing a
TCA should handle the same mode of thought that is stated in the report by Eosta et al.: “What gets
measured, gets managed” (p. 1). This same research concludes how transparency is key to
streamlining a sector. If ways of gathering and interpreting data is not streamlined, taking
responsibilities over impacts system-wide is harder.

Transparency towards consumers

Transparency within the market and supply chain is important, but educating the consumers by
showing a more transparent supply chain is evenly so. TCA can help consumers become wiser
about supply chains and it can create a trend in the market where competition turns over a new leaf:
the battle for the most transparent instead of the cheapest. This trend is already on the rise (True
Price, Deloitte, EY, & PwC, 2015). If one company, however is transparent and honest about their
true price, and another isn’t, the consumer might not be wise enough to realize how the less
transparent company has a good chance of being less sustainable. This might well be the reason
that company is less transparent (True Price et al.). However, according this research, consumers
are getting wiser and are forgiving of transparent companies. Puma’s loss and profit statement is,
according to the founder of True Price, Adrian de Groot Ruiz, the living proof of this, as since
Puma showed their true price to the world, consumers have a higher appreciation for the brand
(Miller, 2013). In the report by TEEB (2018), it is noted that transparency implies sharing a lot of
information. However, the usefulness of large amounts of information is questionable. This needs
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to be taken into account. The way information is shared needs to be transparent, indeed, but need
to prevent the receiver of the information from being overwhelmed. The giver of the information
should therefore be aware of what the information seeker needs or wants to know.

Morality

With transparency comes the demand to show everything that happens within a supply chain to the
wide public. This could evoke resistance, especially regarding the morality of TCA. TCA, to some
extent, opposes the idea that nature has an ‘intrinsic value’ (Barg & Swanson, 2004). A definition
of the idea of an intrinsic value is given by Delft (2010): “To have an intrinsic value implies being
a goal-in-itself, independent of any instrumental or use value to anyone or anything else” (p. 56).
In this sense, it is hard to put a financial value on nature. Another point that has to do with morality
has to do with human health. Is it moral to compare the price of health with the price of, for
example, a car? Furthermore, it can be seen as immoral to put prices on the life of humans, because
logically when looking at the matter of life purely rational and quantitative, one person’s life might
come out as being worth more than another person’s life (Delft, 2010). However, pricing
externalities has nothing to do with the actual savior of one life above another, or curing one person
before the other, or saving one tree over another. It is merely a matter of calculating prices for
situations that are likely to happen more often than others, or that will on average earn more than
others. However, it is important to be aware of the resistance that TCA could evoke.

4.2.5 Collaboration

Next to transparency, an important concept that appeared in the reviewed documents is
collaboration. This collaboration is important between market players, but also between state and
market.

Between market players

If companies refuse to collaborate and be transparent, the creation of a model that can be used
system-wide is obstructed: “Companies may not want to invest individual resources to set up a
framework to measure industry-specific externalities, which other companies in the industry can
use afterwards. That is why openness to collaboration with peers and other stakeholders in the
value chain is critical” (True price et al., 2014, p. 50). According to TEEB (2018), in spite of the
biased view economics have of the market, this form of collaboration is possible, as humans are
social creatures that are able and willing to set their selfishness aside to achieve a higher goal. This
idea was proposed by Ostrom (1990) in reaction to the quite negative worldview of Hardins’
Tragedy of the Commons (1968). The case of this thesis is the living proof of the ideas of Ostrom:
a group of concurring SMEs in the coffee sector, setting aside their own individual short-term goals
and investing individual resources to achieve a higher goal: transparency in the coffee sector and a
fair, true price for the product. In line with this thoughts are the findings in the articles by Ding,
Zhao, An, Xu and Liu (2015) and Vermeulen and Kok (2012), that showed that collaboration and
competition between sustainable market players caused innovation and market breakthroughs.

Between market and state

The importance of the state is noted in most documents as well. A strong reason for the adaptation
of TCA is often described as the possibility to form a lever to enhance new policies (TEEB, 2018;
IFOAM, 2019). In the TEEB paper (2018), it is described how the state should have a role in
providing the tools for the market to become more sustainable. It should promote the public good.
Ding et al. (2015) conclude how “it is essential for the government, by offering effective incentives,
to have the supply chain members voluntarily accept their environmental responsibilities” (p. 573).
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This is in line with the conclusions drawn in the lierature chapter of this thesis and with the idea of
Coase, as this shows that incentives and subsidies are more effective than penalties. It is interesting
to further elaborate on this in the interviews of the thesis, to see what view market players have on
the matter of the role of the state. The hypothesis here, based on the view on the state used in the
documents in this analysis, that a combination of state and market is seen as necessary. As
concluded in the article by DeNyse (2000): ‘Government and business will have to work together
to if we hope to sustain the world in which we live” (p. 23). However, as mentioned earlier in this
thesis, the state is not always able or willing to invest in market innovations to promote this public
good, for example when quite new projects are not proved to be effective yet. This could be said
about TCA as well.

In conclusion, the document analysis of the current state of TCA showed some concepts that are
important for succesful implementation of TCA, especially for SMEs. The concepts and their sub-
concepts are visualised in Figure 6.

Data collection
Abundance of data needed
Long time-frame
Diversity in data

Resources
Financial assets
Experience
Flexibility
True Cost Accounting
for SMEs
Transparency
Cherry picking and SDG-washing
Unified model
Transparency towards consumers
Morality

Collaboration
Between market players
Between market and state

Figure 6: True cost accounting for SMEs (by author)

4.3 Conclusions of document analysis and conceptual model

In this document analysis, a great number of literature and reports regarding the SDGs and TCA
were discussed. Figures 5 and 6 can be merged together to show the overlaps of the literature study
and the document analysis. It shows that if the points of the document analysis are taken into
account, TCA can work effectively, so the possible advantages can be reached.
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Possible pitfalls

True Cost Accounting

Immorality

Ts it moral o put a priee on everything?

SDGs

Possible advantages

Improves business strategy
Diinishes risks
Directs long-term strategy
Shows hotspots
Enhances Innovation

Improves reputation

Shows ability and willingness to be

Enhances by

Comprehensive
Includes environmental externalities
Inclndes social externalities
Adaptable

Political

Enhances policy reform

Understandable

Lveryone understands money

Collaboration
Within hain

Between institniional spheres

Figure 4d: Overview of concepts merged with Concepts in TCA (by author)

3. Evaluation

2. Monitoring

1. Implementation

Figure 4d is rather raucous and hard to read, as it is very large. Therefore, Figure 7, the Conceptual

model of this thesis, is made. This is a simplification and summary of Figure 4d and all discussed
concepts and their sub-concepts in this thesis. The concepts that are important, all have their own
advantages and pitfalls. The concepts and sub-concepts of the previous figures are divided under
the concept (data collection, resources, collaboration and transparency) where they logically are
part of. Some concepts and sub-concepts were removed as they are already explained by other
concepts or sub-concepts. For example, improves business strategy is an advantage of correct data
collection and is explained through the sub-concepts ‘directs long-term strategy’. The three steps
of SDG adaptation are merged into the sub-concept ‘enhances trial and error’ under the advantages
of correct data collection. The practical questions float under the model, as they cannot logically

be placed under the concepts yet.
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Data collection
A lot of data collected over a

long period of time is needed

Advantages
-Directs long-term strategy
-Shows hotspots
-Comprehensive
-Adaptable
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Pitfalls
-Abundance of data needed
-Long time-frame
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True Cost Accounting
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Steps to take

Collaboration
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-Flexibility of SMEs -Enhances policy reform

-Diminishes risks
-Enhances Innovation
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assets and experience

-Intrinsic motivation

Pitfalls Pitfalls
-Lack of financial assets
-Lack of experience

Transparency
A transparent, unified way of
doing business in TCA is
needed

Advantages
-Improves reputation
-Understandable

Pitfalls
-Cherry picking
-SDG-washing

-Morality

Practical questions
Who will pay the true price?
How can the price include everything?
Is the market capable of taking this step?

Figure 7: Conceptual model (by author)

In the next chapter, results of interviews with consultants, experts on TCA, are given. The above
mentioned results are ‘checked’ with the experts. After which the results of both this document
analysis as the expert interviews will be compared to the results of the interviews with the SMEs.

5. Results

This chapter consists of two sections. The first part of the chapter reviews the expert interviews
with the two consultants. The division in sections is left the same as in the document analysis.
Next, the results of the interviews with the SMEs are discussed. Both sections will end in a short
conclusion of the most important points that emerged during the interviews. Quotes are displayed
in italic. Even though a figure of points that are needed in order for TCA to work, pitfalls that
have to be overcome and advantages of TCA was made in Figure 7, the interviews will
predominantly treat the overcoming of pitfalls. This is because the goal of the thesis is not to
describe the possible advantages, but to get an idea of the answer to the question whether TCA
would be achievable for SMEs. The more practical checkpoints that were found in the document
analysis on TCA and that were visualised in Figure 6 are therefore used as guidance in the
interviews, instead of all sub-concepts visualised in Figure 7.

5.1 Expert interviews
Two consultants where interviewed to validate the themes that appeared to be of great importance
in the document analysis. The results of these interviews are given below. The topics that
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appeared to be of great importance in the document analysis, were discussed. The consultants
gave more meaning to these concepts.

5.1.1 TCA: General considerations

First, TCA in general and its contribution to sustainability in broad sense were discussed, in order
to check if the idea that the researcher had on the tool was accurate according to the consultants.
TP explains the use of the method as follows: “For example: if you have two chocolate bars, and
one of them involves no child labor while the other one uses no chemical fertilizers. How do you
know which one is worse? We put a price tag on both of these external costs, so we make a
normative frame: everything to this point is ok, but everything that crosses that point is not.”
That is, according to TP, where TCA wins from other methods, like LCA: “You could also use
LCA, but we look for units that we can actually use”. EY explains this through an example of
apples: “If you share the health-worth of a kilo of apples in euros, it says a lot more than the
amount of pesticides per kilo of apples”. Both consultants stress how TCA is not a way to reduce
externalities. It is merely a way of showing what those externalities are, so that you know in what
direction to steer sustainability efforts and most importantly, to make externalities quantifiable. It
is important for SMEs to realize that, the consultants explain. If the hopes are too high,
disappointment can occur.

5.1.2 Data collection
In the discussion of the concept of data collection, no new sub-concepts came to light. However,
insights in how to overcome difficulties regarding data-collection for SMEs were given.

Abundance of data needed

As expected, the collection of data was a point of issue for both consultants in the creation of a
unified TCA model for SMEs, since the crucial point in TCA is measuring everything. This is
something that the vast majority of the document analysed concluded on as well. There are so
much little bits and pieces of TCA models, that a unified model seems far out of reach. That is
why the consultants are so enthusiastic about the current case: 16 SMEs that bundle forces and
unify the way they collect their data. The fact that SMEs often work with small farmers, also has
an advantage, as they have less links in their supply chain. Because of this, it is easier to obtain
information that is needed to perform the TCA. This makes the need of an abundance of data,
which could be a difficult point for SMEs, achievable. TP ads to that, that data-driven acting is
valuable, because imperfect measures still steer decisions in the right direction: “We see that it is
more important to measure imperfectly, on condition that this imperfection is mentioned and
explained, because people in the business world will steer on that, which causes change”.

Long time-frame

It was shortly mentioned by both consultants that TCA is something that one has to commit to for
a long period of time, as TCA does not change anything, but only shows what needs to be
changed. TCA is there to show where to start and then later in time to show if the
implementations have any effects. SMEs do have to realize the long-term commitment that TCA
requires.

Diversity in data

In the previous chapter, diversity in data was seen as a possible pitfall for SMEs, who work with
small farmers. Indeed, TP perceived some uncertainty in data collection for SMEs in comparison
to multinationals, because of the fact that a multinational often buys all the harvest from a farmer,
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where a SME only buys a small portion, leaving the SME with less knowledge about the total
activities of the farmer. Also, small farmers can have very different characteristics in their
businesses, for example in terms of holding records of their expenses. EY discussed another
important possible pitfall in terms of the collection of data and the price allocation thereof,
regarding the variety in ways to measure externalities: “Every company that calculates for
example, a COz footprint, can calculate their own TCA based on that. That is tricky”.
Collaboration and unification in data collection can decrease the probability of this pitfall to
occur.

Sub-conclusion

SMEs should realize that collecting an abundance of data over a long period of time is necessary
to find hotspots and act on the results. Collaboration and the creation of a unified model is
necessary to make the amount of data needed manageable.

5.1.3 Resources
No new sub-concepts appeared in the interviews regarding resources. The same sub-concepts as
were used in Figure 6 are therefore handled.

Financial assets

Just like what appeared in the document analysis, a pitfall for SMEs could be the lack of
especially financial resources: “Especially SMEs just do not have time and money to measure
100% correctly” (TP). TP underpins the importance of creating a TCA method that not only
multinationals can use: “The problem right now is measuring. They are just very expensive. That
is something that makes it hard, to scale this up. Because if we do not make this accessible for a
larger public, we can only work with the few companies that have enough resources”. The
project with MVVONederland is unigue in this sense, as SMEs collaborate with consultants that
they could otherwise not have paid and now have access to information throughout the whole
supply chain that would otherwise have been hidden from them. When asked if a SME could,
outside of this project, perform a TCA on their own, EY answered: “That company would have
to do an impact measurement on their products. That is a real investment for them. For LCA, you
need specific data and knowledge. You don’t just do that. [...] It is possible, for whatever
company, because there is a lot of online data available. However, the accuracy of this is
debatable, and thus is the utility of the true price they calculate based on that”. TP nuances this
view, by pointing out that SMEs do, even in collaboration, not have the resources, in terms of
time and money, to perform all measurements 100% correctly. “If you can say for a guarantee of
90% that water has a high impact on your coffee, I find that enough reason to act on that. If you
report why and how, then that’s a valuable message”.

Experience

According to the consultants, there might be a pitfall in the translation of the results of a TCA to
action. “We see that a lot of companies start measuring a lot, and a lot of those companies have
no clue what to do with that data [...] But because we gain knowledge about what and how to
measure, we can save a lot of energy and money” (TP). She explains how it is important for
businesses to get familiar with the measuring of data. The consortium that MVVONederland has
created gives a lot of good levers. Again, the lack of experience can be reduced by collaborating
with players that do have experience.
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Flexibility

As expected, the consultants see SMEs as more flexible than larger companies. As larger
companies are, according to the SMEs, less able to change courses and have less options to make
changes in their supply chain. Based on the findings of Santos (2011) it was expected that SMEs
could have difficulty in adapting such a rigid form of CSR measuring such as TCA, because
sustainability comes more natural to them and TCA makes it very unnatural, as everything needs
to be measured. When the researcher carefully introduced this subject without steering the
opinions of the interviewees too much, no consenting answers were given. The grand idea is that
the sustainable mind set of the SMEs is an advantage, and an advantage only.

Sub-conclusion

Financial resources and experience are concepts closely related to the collection data, as
collection of data is costly and time consuming. However, collaboration could overcome these
pitfalls. When collaboration is done right and issues regarding financial assets and experience are
therefore overcome, the flexibility of SMEs could even make TCA more feasible for SMEs than
large companies that are less flexible.

5.1.4 Transparency

The same sub-topics that appeared in the document analysis were discussed in the interviews.
However, SDG-washing is left out, as the interviews did not discuss the SDGs. A new sub-
concept is the ability to be transparent.

Cherry picking

EY explains how SMEs should handle externalities on which they perform bad and which they
are unable to influence, for example, cultural aspects in producing countries: “I always say:
numbers are worthless without context. If you write down three sentences about the numbers, you
come along way. You have to trust that people will be honest in the clarification of the numbers”.
TP circumstantiates the possible pitfall of cherry picking that was found in the document
analysis: “You are never allowed to leave an impact out of scope. If you do leave it out of your
calculation, then you have to explain why. If the impact is of little importance, the external costs
it causes should also be small. But it is always important to be able to show this. That is
something the companies will encounter. Transparency in the method is the most important point.
Always show what your choices are based on”. Transparency thus is something that must be an
intrinsic goal, otherwise the method is just a way of framing. However, the consultants do not
feel like that is likely to happen: “Companies that start a project like this, usually do this because
they want to implement something” (TP).

Unified model

Transparency in the market is, like the document analysis showed, on top of mind. The
consultants underpinned this: “We are trying to develop an accountancy standard so that you get
calculation rules that businesses have to comply with. You see too much variety in calculations
right now. We want a transparent standard, so that we can compare more easily” (EY).
Especially TCA is important in this movement, as it is a way to make everything that happens in
a supply chain visible. “I think transparency is the most important aspect in getting this
movement going. Hard proof is necessary to show that businesses just have to improve
themselves”. The consultants expect the SMEs to be able to be transparent about their results, as
the risks that their results will disappoint them a lot is little: “You always hope to perform better
than your neighbour. In principle, they are already performing better than the benchmark. So
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that makes the risk of being the worst performer little if you start your analysis. The reason why
they do this, is because they want the sector to be more transparent. They believe it has to
improve”. A unified model is now more within reach than ever, with the prospects of the
consortium being willing to be transparent about all their activities.

Transparency towards consumers

EY thinks that the method has not increased in popularity before, because the only ones that
actually calculated externalities were technicians. Now that the mass takes over, the normal
consumer has to be able to understand it. This is still a challenge: how to express these difficult
calculations and bulks of information to the ‘normal’ consumer? According to the consultants,
consumers are getting wiser and are demanding more transparency.

Morality

When the morality of the method was discussed EY noted that she estimated TCA will grow in
the coming decades, as it fits our economics system perfectly, as this system evolves around
money. Morality might become a point of discussion when TCA reaches the larger public, but the
consultants find the advantages of being able to price everything and thus being able to make
environmental externalities understandable for those with money important enough to lay a great
deal of trust in the method. According to the consultants, if there would be another term to
express external costs in that everyone would understand that has nothing to do with money, it
would be preferable. However, as long as no one can think of such a term, we have to accept
putting externalities in financial terms with open arms.

Ability to be transparent

In the document analysis, transparency was mostly about the willingness to be transparent.
However, in the interviews, a divergent thought to this came to light: “The difficulty for these
SMEs is that a lot of their farmers probably do not keep track of their records. If you do not have
a clue about the amount of fertilizers you use, it is going to be hard to measure the impact of that.
And there are externalities that are even more difficult to measure” (TP). The problem with
transparency thus does not lay within the willingness of the SMEs to share what they know, it has
more to do with the ability to share knowledge about their whole supply chain. This gives more
context to the transparency worries that were found in the document analysis. Multinationals
might have more links in their supply chain, but they might have more structure and rulings
because they have been obliged to work in a certain way for a longer time. The SMEs in this
project work especially with small farmers that still have a long way to go in, for example
keeping track of records. However, transparency might also be a lot easier in some aspects for
SMEs: “They just say: “This is the number of my wheat farmer”. [...] SMEs have easier access
to information than multinationals. If you look at the leverage in your supply chain: if you have
three suppliers and you know them all very well, then that’s a big advantage” (TP).

Sub-conclusion

A unified model would rule out the change of cherry picking. The sustainable mind-set of the
SMEs in the case makes transparency high. However, the ability to be transparent is a point of
issue. This is also the case, however, for larger companies. The communication to the public is a
point of issue that needs a lot of attention. Lastly, morality is an issue that is insurmountable and
thus needs to be communicated carefully.
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5.1.5 Collaboration

The importance of collaboration was pointed out in the previous section on resources. However,
collaboration has more aspects than just collaboration between market players and state. A new
sub-concept is therefore found: collaboration within supply chain.

Between market players

As expected, the interviewees stressed the importance of collaboration, especially for SMEs: “If
you make sure that a part of the sector collaborates, | do not see why SMEs should have a
disadvantage” (EY). Collaboration is seen as the key factor why SMEs should be able to perform
a successful TCA. According to the consultants, they share resources and data, but they also
share the risk of the method not being successful. The consultants stress that it is important for
the SMEs to be willing to collaborate closely in order to reap the benefits of collaborating.

Within supply chain

In terms of collaboration, it is not only important that the sector works together, but the supply
chain of the market players has to collaborate as well: “All players in the supply chain have to
feel like the owner of their share of the impact of their product. Right now, only the farmer is seen
as the one causing the impact, because a big part of the impact lays there. But it is the
responsibility of the whole supply chain. If you increase the price here with 10% and the farmer,
where 90% of the impact is caused, but you give that farmer just a small portion of that extra
10%, then the impact is in fact caused by the one keeping the majority of that extra margin. [...]
The impact is the responsibility of the farmer, the roaster, the importer, the exporter and the
retailer.” Because everyone has to work together, the risk of making easy fixes in the calculation
of the true price is minimized: “Because everyone has to work together, you cannot say “my
farmer has to manage his water better or otherwise we will go to another farmer”. This seems to
be of great importance: how will it be different this time? If we get one euro extra here for coffee,
why will it end up where it should be this time? This is a challenge that the SMEs that collaborate
close with each other, but also with their own supply chain, can tackle, according to the
consultants.

Between market and state

What does stand out in the results of the interviews, is the diversity in how important the role of
the state is seen. EY notes how it has happened before that it seems like the state implies a
change, but that it turns out to be just the market sector that bundled forces. TP notes how the
state is important, as they need to set the rules of the game for the market to operate in. “Right
now, consumers do not choose sustainable, companies don’t produce sustainable, and the state
does not make it easy to produce sustainable. Every product needs to have a true price that
everyone can afford. If one of these three pillars aren’t right, it won’t work”. This is in line with
the document analysis. EY does note how it is important to anticipate on possible legislation
instead of acting when laws change. Furthermore, TP sees the state in the country of origin as
something difficult to anticipate on, as it is less clear what they should do. However, they could
make a difference in lowering impacts by supporting interventions aimed at for example
minimum wages. This does include more legislative precautions than the state in, for example,
the Netherlands could do to increase the effectiveness of TCA at the moment.
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Sub-conclusion

Collaboration between market players, within supply chain and between market and state is
important for TCA two work. Where the first two points are seen as crucial, the third point is
seen, like in the document analysis, as more of a point that could make things easier. Still, no real
pitfalls regarding collaboration were mentioned. The interviews with the SMEs will get back on
this matter.

5.1.6 Conclusion

In conclusion, the consultants seemed very optimistic about TCA for SMEs and did not foresee a
lot of problems comparing SMEs to multinationals. Transparency, collaboration and data
collection were seen as important points like expected from the document analysis. These points
were even seen as advantageous for SMEs over multinationals. Lack of resources was seen as the
only point where SMEs would indeed have a disadvantage in. However, since the current case
study focusses on a consortium of SMEs bundling forces, this disadvantage is overruled as well.
As the results of this research would preferably be applicable outside this case, it is important to
keep comparing the case to situation outside of the case. The researcher had difficulty in trying to
make the consultants visualize a situation where the circumstances were less optimistic. This
might be due to the fact that these consultants are part of the coffee case of MVONederland and a
group of SMEs. The new sub-concepts can be added to Figure 6. Figure 6b shows the new list of
concepts that was used to guide the semi-structured interviews of the SMEs.

Data collection
Abundance of data needed
Long time-frame
Diversity in data

Resources
Financial assets
Experience
Flexibility
True Cost Accounting

for SMEs

Transparency
Cherry picking
Unified model
Transparency towards consumers
Morality
Ability to be transparent

Collaboration

Between market players
Between market and state
Within supply chain

Figure 6b: True cost accounting for SMEs, revised (by author)
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5.2 Interviews SMEs

As discussed in the methods sections, a variety of five different SMEs were interviewed. The
results of the SME interviews were ordered with the concepts and sub-concepts that were found
in the previous section and are visualized in figure 6b. However, a new concept, framing to
consumers, is discussed, as it appeared to be of great importance in the interviews. Some sub-
concepts were added and deleted as well.

5.2.1 TCA: General considerations

To get an understanding of how much the SMEs knew about TCA, the researcher started the
interviews with general questions about what sustainability in general meant to the SMEs, why
they choose to take part in the TCA project and what they knew about the method. As expected,
all SMEs already put a lot of effort in sustainability projects. Mostly, this consists of projects to
help farmers in the country of the coffee’s origin. Their knowledge of what TCA is was
comparable. This is logical, as the SMEs all take part in the consortium with consultants that
explained the method to them. Some SMEs had already heard of TCA before this project while
others only took part because of their positive past with MVVONederland and their enthusiasm in
sustainability projects in general. FO had already done an impact study with True Price, while
Shokunin only took part in the project recently because his importer tipped him about the project
and he was familiar with MVVONederland. None of the SMEs could substantively answer the
question why they choose TCA over another method, as they often stated they did not really
know many other methods apart from certificates, and that they choose this method because of
the collaboration with MVVONederland and all other parties involved. This shows that the SMEs
are often not very familiar with other methods and are just now learning about this one. All SMEs
saw TCA as a tool to get more insights in the supply chain of coffee. Partly for themselves, but
also partly for the rest of the world.

5.2.2 Data collection

In the document analysis and the expert interviews, data collection was seen as an important
point for successful TCA. Without a lot of data, it is impossible to calculate a good price.
Nevertheless, it was not discussed that often.

Abundance of data needed

The expert-interviews concluded data collection could, especially for SMEs, be hard as they
might work with farmers that do not have insights in a lot of their data, like the amount and kind
of fertilizer they use. Also, SMEs often only buy a part of the farmer’s harvest, giving them less
overview of the farmers’ full activities. The SMEs did not foresee a lot of problems here, as they
trusted they had enough connections to the farmers to collect data. Something that did not come
up in any of the other interviews or in the document analysis was an argument made by FO and
SH. They saw data collection in the Netherlands as a possible pitfall instead of data collection in
Colombia. According to them, there is less insights in effects of activities of, for example, a
roaster of coffee company serving avocado toast here. A distorted picture in the outcomes of a
new coffee price might thus be something that is caused in the Netherlands, and not just at the
farms in the country of origin.

In some interviews, it was briefly mentioned that indeed farmers might not have all the
necessary information prepared. In two of the interviews, the one with BD and FO, a new pitfall
regarding data collection came to attention. The SMEs where afraid that TCA might be seen by
the farmers as “yet another method that we came up with in the West” (FO). It is important,
according to FO, to keep in mind that the farmers might not be as enthusiastic as we expect to
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come clean about their activities once again. BD adds: “This (TCA) is something really
conceptual. They have heard these promises over and over again. You have to make the use of it
really clear to them. Speaking of internalizing costs is too vague”. Clarity and simplicity are thus
seen as ways to prevent resistance from farmers. CQ adds to that, that farmers need to know why
they do it. “A commitment is the most important thing to really get a continuous flow of
information. In exchange to that, you have to give the farmers something: a steady coffee price, a
premium price for example”.

Long time-frame
Although discussed only briefly, the SMEs did seem to realize that embracing TCA is a time-
consuming process that will last for a long period of time.

Diversity in data

The diversity in data is something that was not discussed often as well. This might be because the
diversity in data is more of a general problem in TCA, where the SMEs do not have a lot of
experience in. SMEs would of course benefit from a unified model, something that will be
discussed in the next sections, but do not know a lot about the current state of TCA, where the
diversity in available knowledge is a problem.

Sub-conclusion

Data collection was not discussed often in the interviews. A logical explanation for the amount of
times data collection was discussed by the SMEs, is that they often do not have any experience
with TCA and simply do not know what to expect from it when it comes to these kind of details.
It is however an important point, so it is definitely something to keep in mind for writing a
conclusion in how to successfully implement TCA. The SMEs did however shift the attention of
the lack of knowledge in data from the country of origin to the consuming country, something
that did not come to light before.

5.2.3 Sufficient resources

In the interviews with the consultants, the only real pitfall that a SME had over a large company
was the lack of resources in terms of money and experience. It is interesting to see that the SMEs
are aware of this as well.

Financial assets

The MVONederland project diminishes this pitfall for the SMEs by bundling forces between
SMEs, NGOs and consultants. This unique position is the reason for the SMEs to take part in this
project: “Finances do play a big role, definitely. If you really want to do this well, you have to
steer on the challenges that come out of the TCA calculations. That is the most financially
intensive part. If you enter into cooperation, you can get funding together. This way, you can
avoid a large disadvantage of TCA, the financial burned it causes.” (FO).

Experience

Even though they see themselves as sustainable, the SMEs realize that they have a lot to learn
when it comes to methods like TCA: “Even though we are a very old company, we are just in the
puberty of learning about sustainability” (MK). “For a long time, we wanted to do something
with sustainability, but did not really what a clue what to do. This project is opening our eyes”
(BD). When asked if other companies would be able to perform a TCA on their own, the SMEs
sounded rather positive as well. The reason for that was that they believe that they are now
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building a unified, simple TCA model that other companies can easily use afterwards. They felt
like the biggest burden was the building of the model: “Coming up with the right methods for
measuring, that is the hard part. Once you have that, you can use it for years and years” (FO).

Flexibility

The SMEs realize that they might be more flexible in terms of obtaining the needed information.
This is easier for SMEs than bigger companies, according to FO, because they often have closer
contact with their farmers. Once the model is made that is free for everyone to use, it might thus
even be better to be a SME than a multinational: “It is vital if you know your own supply chain.
Irrespective of the size of your company: if you do not know where your coffee comes from, it is
going to be hard to calculate your true price” (FO). Flexibility in terms of changing courses in
the business strategy of the SMEs was discussed more implicit: the SMEs said how they are
willing and able to change their activities. This thus implicitly means that they perceive
themselves to be rather flexible, though not mentioned specifically.

Sub-conclusion

Just like the previous section on data collection, resources were discussed only briefly during the
SME interviews. Nevertheless, they appeared to be of great importance in the expert interviews
and the document analysis. Both of these topics are somewhat technical: they are not just about
the idea of TCA, they are about specific, detailed things that are needed to perform a TCA. The
SMEs that do not have experience with TCA thus might share their ideas on these topics, but
logically all they know about it is what they have learned through conversations with the
consultants. It is more interesting to know what the SMEs have to say about the topics that will
be discussed in the sections hereafter, as they zoom in in more detail on the real reason the SMEs
want to perform TCA, what they expect from it and what they want to do with the results.
However, these two sections were still important to include, as the SMEs are aware of the
existence and importance of the financial burden and labour intensive data collection that TCA
demands.

5.2.4 Transparency

As seen in the interviews with the consultants, transparency is of great importance in TCA. The
SMEs had a lot to say about transparency, as it was indeed one of the goals and reasons to
perform a TCA. Transparency within the supply chain of the SMEs as well as transparency to the
outside world are reasons to take part in the TCA project. “For us, it is a tool to focus on
transparency. We feel like we are doing well, but are we really? It is interesting to get more
insights in our supply chain. Next to that, it looks good for our company to take part. [...] It is a
way to appear even more transparent to the world” (CQ). Transparency was thus discussed in
detail in the SME interviews. Cherry picking and the need of a unified model were discussed in
combination of each other so much, that this is made into one sub-concepts in this section. A new
sub-concept was added: right allocation of money.

A unified model to avoid cherry picking

An important aspect that appeared during the SME interviews regarding transparency, is the way
the tool that is being developed should be unified and stable, so that transparency in the model is
guarded after this project as well. Otherwise, other companies might use the model in a way that
it becomes more like the pitfalls discussed in the document analysis: cherry picking and
greenwashing. Most of the SMEs did not feel that this was very likely to happen or that it would
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be a problem if it did happen, because a battle for the most sustainable where a bit of cheating
could occur is still increasing sustainability in the market, which is their ultimate goal: “As long
as they can, some will try to benefit from the model. This is ok, because it is a support tool to
change the mind of consumers” (CQ). Transparency thus is very important, but the goal that is
being pursued is sustainability in the coffee sector. This makes competition and misuse of the
model less important: “We just have a role to fulfil: to show how the supply chain really is and to
know the real price of coffee, to motivate and inspire others. In the end, we do it to improve the
coffee sector”. However, CQ did mention how measuring in a systematic way is important in
guarding the transparency of the method: “It is important that from the beginning on, it is clear
what your research methods are. That is part of the transparency: this has to be public. You have
to somehow TCA-trademark it, so companies cannot alter the methods to their own liking” (CQ).
This is underpinned by FO: “If you do not have a unified model with chosen externalities, every
company will choose different externalities, which makes comparing impossible”.

Right allocation of money

A topic regarding transparency that came to attention was allocation of money. Why would this
method cause right allocation of money where other projects could not? FO and CQ both noted
how TCA is not going to change anything when it comes to the allocation of money, as it is
purely a way to make an inventory. This is in line with the hopes of the consultants, who were
afraid the SMEs would have too high expectations of the methods. This shows that they are
aware of the limitations. However, it is still the goal of all SMEs to change their supply chain and
to make the whole supply chain of coffee more sustainable and fairer. It is therefore still
important to think about what this new price that TCA will calculate means and what could be
done to reach a fair price. MK states the following about this subject: “Allocation of money is a
risk in this project. You have to work towards a system where you prove what you leave and what
you take. This should be done though small project in country of Origin, like we do in Ethiopia:
we know exactly why the price is as high or low as it is. This has to be expanded and middle men
have to be taken out where they can”. The SMEs think that taking it step by step and investing in
small project is the way to allocate money in the right way.

Transparency towards consumers

In the document analysis, it came to attention that the willingness and ability to be transparent are
important. This is something that the SMEs do not have any problem with. All of them noted how
they have been transparent since the beginning of their business and often have all their data, like
how they spend one euro, available to the larger public on their website. The problem, however,
IS more a matter of how to be transparent: “I find it hard to imagine how exactly the information
we gather is going to be communicated. We are trying to find out what people find important”
(CQ). Moreover, for most SMEs, the supply chain is focussed on the farmer, where the pilot is
taking place as well. For MK, however, a company that only sells directly to other businesses and
institutions like the Dutch government and universities, the focus is more on the consumer. They
feel like transparency is holding the consumer back from willing to pay the true price of coffee:
“We see that the consumer is not willing to pay the full price of coffee, because they do not have
full transparency. TCA is going to give us that transparency”. MK really sees transparency as
something that will enable them to make sustainable choices, as, for example, they are not able to
choose the most sustainable roaster at the moment. If the true cost of a roaster that is in purely
financial terms more expensive than another roaster would be visible to the public, MK could
justify choosing the more sustainable option to their consumers.
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Morality

Morality was only discussed briefly. The SMEs do indeed feel like putting a price on everything
is not ideal in terms of morality, but has to happen. Again, it is important to communicate this to
the public in the right way.

Ability to be transparent

The consultants did foresee some problems regarding the ability to be transparent of the SMEs,
who work with small farmers. The SMEs did not really mention this. They might not be aware of
the problems in the ability to be transparent, or they might really feel like this is not an issue.
When it comes to the rest of the market that will be using the method afterwards, transparency
can be guarded if the method is unified and established well: “The prerequisites have to be
established. We as a consortium chose to go into this project fully transparent. The next
competitor will probably be less willing to do that. But in order for this to make sense, they have
to. That is why we have to set the rules straight” (MK). Very contradicting to the other interviews
regarding transparency was the one with BD. He thought that forcing middle men like roasters to
be transparent was pointing fingers to people that do not have anything to do with unfairness in
the system. He thought this was purely a way of marketing. However, his idea of transparency
seemed to be built around the publication of numbers. As this section showed, transparency is
more than just showing your activities: it is about trust, collaboration and fairness. BD seemed a
little sceptic throughout the interview.

Sub-conclusion

Transparency is seen as an important point. The creation of a unified model is needed to make
TCA more available and increase transparency, but it is not perceived as important as thought
before, as the SMEs see the increase of sustainability in the sector as the most important point.
They do feel like the allocation of money in an important point, as this has gone wrong before.
Investing in small projects is needed here. The SMEs seemed rather optimistic when it comes to
the pitfalls regarding morality and ability to be transparent. This might be because of lack of
experience or because of enthusiasm for the well-managed project they are part of. Since
transparency towards consumers was such an important point in the interviews, there is a new
concept added in this section: framing to consumers.

5.2.5 Collaboration

Collaboration is a self-evident point in this case study. All SMEs are deliberately collaborating
intensively with each other on the TCA project. This is a key factor according to the consultants
and the document analysis. The sub-concepts loss of identity and less freedom were added, the
first pitfalls regarding collaboration that were mentioned in the interviews.

Between market players

The advantages of collaborating are well known by the SMEs: “In this collaboration, there is a
unique way of working together, because we are all sustainable entrepreneurs. If you do this with
normal competitors, the energy would be so different. We are all willing to go that extra mile”
(MK). Next to that, MK notes how collaboration makes TCA, next to financially bearable, more
credible as well: “The whole sector is making the same statement with this. If we say it alone,
who's going to believe it?” SH thinks collaboration in TCA makes it easier to get specific
numbers instead of guessing. Coming up with a real true price is just too time and money
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consuming for an individual company. Sharing this burden is crucial. BD states that even if he
would have had enough resources to perform a TCA on his own, he still wouldn’t. He simply
would lack knowledge which would increase the risk of it going wrong. Furthermore, FO thinks
that the willingness to improve the coffee sector is stronger than the willingness to be better than
another individual coffee company: “On the forehand, we are all competitors, but in the end, we
all want the same. If you don’t want to set your own individual preferences aside, you wouldn’t
be here”. This is an interesting point, as the uniqueness of this project is once again mentioned:
Would this all work the same under other circumstances?

An advantage of collaboration is that the bigger the project, the more attention it draws
from the public, so the more other have to start acting on this as well. CQ adds to that, that this
collaboration causes the public to ask higher demands in coffee, which forces other players to
change as well. This is at the same time a disadvantage for SMEs: multinationals get the attention
of the public much easier as they are familiar already and have resources to start a big campaign.
Collaboration can thus indeed rule this disadvantage SMEs have out.

Within supply chain

SH sees collaboration as something that goes further than collaboration between coffee
companies: “l try to link everyone in my chain. The person who drinks coffee has to be connected
to the farmer. If everyone knows the links in the chain, they will be more accountable for their
share of the true price”. CQ thinks trust is something crucial when it comes to the supply chain:
“You have to trust that all individual players fill in the right information when calculation the
true price”. Trust is high in this consortium, but it is something to be mindful of when sharing the
TCA tool with other players. This is explained in previous sections as well: collaboration with
farmers can only work if they can see why they do it. Giving a higher price in exchange for
information on long terms is a way to solve this. Collaboration is also a way to avoid cherry
picking, according to FO: “If you work closely together, it is impossible to disguise things you
would want to hide. You choose to do this because you want to be transparent”. FO also states
that choosing differently in order to lower the true price, that would result in farmers whose
contracts are being cancelled being the victim of TCA, is not likely to happen. They have long
term contracts with farmers and cooperatives. They could tip the cooperation on farmers that are
not performing well, but it is not possible to bluntly breaching contracts with these farmers.
Again, the goal is improvement, so the goal would be to help those farmers get better instead of
just letting them go. CQ states something very interesting that could be a reason for the optimism
of the SMEs: “Because we start this, | think we can only state afterwards what the pitfalls were.
But that’s ok, that’s why we are front runners”.

Between market and state

The current case is a rather unique way of collaborating, as it is a collaboration between
companies in the coffee sector across the whole supply chain, NGOs, consultants and
MVONederland, which is partly funded by the state. This collaboration is therefore maybe hard
to compare to other collaborations in other sectors, but it could be an inspiration to collaborate in
this way more often. FO states that the reason they take part in this collaboration, is that a
consortium can get more funding than a company on their own. The state can thus make it easier
for them to operate in the most sustainable way, especially in financial terms: “You need to find
financiers in every corner: farmers, government, MVONederland. That’s the way you can slowly
work towards the true price” (BD). All SMEs agree that the state should improve conditions to
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do well, for example to perform a TCA, but it should not make hard rules. They believe that
sustainability should be kept an incentive. This might be a bit too rosy, as all these SMEs are very
sustainable in their core. Furthermore, the state of the countries where coffee is produced is seen
as important to set the rules, but is too unstable to build upon.

Loss of identity

According to CQ, individual companies might not want to collaborate because the style of the
consortium doesn’t fit their own. “If we make a unified model that everyone can use afterwards,
they are free to do this by themselves”. However, he does state that he believes SMEs would not
have access to enough communication methods to reach the public. So, without him saying it
literally, this does mean that SMEs would not get far on their own. Three of the SMEs did
mention how they would like to keep their own identity while taking part in the consortium when
commutating to the public after calculations. Even though this would not be a problem for them,
they did see this as possible reason for other companies to not take part in such a project. Again,
the SMEs were very careful not to say anything negative about the project.

Less freedom

4 out of 5 mentioned that they would have liked to include another externality or change one. The
collaboration in the project means that there is less freedom in designing the TCA method to the
own liking of the SMEs. However, when the researcher asked if that was a disadvantage, they
said it wasn’t. They said this was due to the project being in the beginning phase and maybe they
were wrong themselves for thinking that some externalities were more important than others.

Sub-conclusion

It is perceived to be rather impossible for SMEs to perform a TCA without collaboration. The
state is needed for funding, the market is needed for the sharing of information and the reduction
of risks, and collaboration within the supply chain is needed for in order to get the right
information. However, collaboration might risk the loss of ones identity in the project and reduce
some freedom. However, these possible pitfalls were not perceived to be of great importance.
This might be, again, because of lack of experience or abundance of enthusiasm, or it might be
that the SMEs accept the fact that they cannot do without collaboration.

5.2.6 Framing to consumers

A topic that came up during the interviews often was ‘framing to consumers’. In the end, this is
the biggest goal of the SMEs to perform TCA: they want to change the coffee world, but need
consumers to finance this. The way in which they are going to get the consumer along is on top
of their minds. It is however important to note that TCA is not just about getting consumers to
pay more. SH thinks you can act on the true price in two ways: “Are you going to explain your
consumers why your coffee roaster has such a high true price, or are you going to start projects
to get that true price down? . This is an important point, as all interviews concluded in this in the
same way: it should be both. There should be explanations to the consumers why the price is so
high, but at the same time, there should be a focus on projects to reduce the true price.

Sharing knowledge

All SMEs agree that TCA should not be ‘just another certificate’. Also, it should not be about
pointing fingers and shouting that we aren’t paying enough. Just pointing fingers and saying we
are paying too little isn’t the way. But what is? BD thinks that coffee in the future should be
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‘TCA compensated’: a sort of label that gives the consumer knowledge about what activities
throughout the supply chain of the coffee are done to compensate and bring down the true price.
He thinks that unsustainable coffee has to be exterminated slowly. CQ agrees and adds that “if
people are starting to demand more in the quality and sustainability of coffee, the market will be
forced to follow”. He thinks that people like to be offered a choice in choosing coffee. “Normal
people like to have a choice as well. The market is developing in that sense. It’s because of the
information surrounding the product: that includes sustainability as well. The more companies
do this, the more it is incorporated in culture and the higher the demands of new generations are
getting. We are already on that page, so we have an advantage in that”. FO agrees on that: “A
consortium where a lot of attention is given to the true price of coffee that is able to reach a wide
range of consumers is a perfect solution for problems like this”. Also, she feels like consumers
are demanding more transparency today than ever before. This is in line with the thoughts of CQ.
Also, SH feels like if you bring the message across right, it will let people think of coffee in a
different way. He is experienced in selling an experience instead of just a product. This is why he
can ask a lot more for a package of coffee than someone else. This power is very important in the
future of TCA in coffee, as the actual selling price will get a lot higher, especially in the
beginning. FO thinks they have a duty to their consumers: “We have a role towards the
consumers to show what the coffee chain is really like and what the actual price of coffee should
be. We should do this in order to inspire and motivate others”. MK agrees and states how they as
front runners have a role towards the whole coffee sector in getting them on the right track. MK
feels like showing the true price would change the willingness of consumers in paying more.
Furthermore, SH thinks that if this message is spread and made bigger and bigger, it will be
easier to call the old way of producing coffee ‘exploiting’ and governmental regulation will
follow on that quicker. The SMEs do see an overload of information to consumers as a possible
risk. Simplifying the information is therefore crucial.

Connection to farmer

SH sees the connection between farmers and consumers as a crucial point: “In the end,
consumers make up the price. You cannot expect them to pay more if they do not feel connected
to the farmer” (SH). FO sees a possibility in showing what a change of price does: “If you put it
in real numbers, like ‘you pay 4,80 for your cup of coffee, but if you would pay 4,58 it would
mean this and that for the farmer’, that would be interesting for retailers as well as consumers.
To specifically see and know what they can do and change individually”.

Small success stories

CQ sees the consortium in this project as a way to simplify the message that they are going to
bring out to the public. “I notice how TCA is a really big concept. If you start projects around
TCA, that’s when you can start to zoom in. For example, if you start a project to reduce your true
price on the externality ‘water use’: that is marketable. Taking part in such a small project, that
is what drives people. I think that is the way to do this. [...] Those examples of showing where it
does go well, that is what people want to hear”. So, next to simplifying the abundance of
information TCA gives the consumer, SMEs should also focus on getting the consumer along in
micro instead of macro projects. FO also thinks change should be implemented slowly because
culture is hard to change: “We are still Dutch, we still want to pay a low price. So | think we
shouldn’t try to change too much at once and have our hopes up too high”. Next to that, FO
expects supermarkets to resist too much commercials around showing how other brands ask too
little, because supermarkets often have their own cheap brand. Instead, she thinks of solutions
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like showing the consumer what paying extra would do for the farmer. SH adds that it is
especially important to keep consumers enthusiastic: “In the end, if I cannot keep my consumers
enthusiastic, | cannot sell more expensive coffee with a lower true price and then I cannot help
the producer of that coffee”. SH also sees something as a public debate as a valid option to get
TCA on top of mind of the public as well: “People will see how all visions are different, but the
goal is the same. That will move them”.

Sub-conclusion

In conclusion, it is important to focus on getting information across in a simple, understandable
way to avoid an overload of information. Also, it should never be the goal to just let consumers
know they are paying too little for their coffee, as they should feel like they are part of a
movement that is changing and that is achieving good things. The true price could be mentioned
on packages, but it would probably be wiser to just show what a small change in allocation of
money across the supply chain will do at the origin of the product.

5.2.7 Conclusion

The thoughts and ideas of the SMEs were to some extent built around the same concepts that
were found in earlier stages of the research. However, some important sub-concepts were added,
and the practical and important concept of framing to consumers was added. Figure 6c¢, a revision
of figure 6b, can therefore be made.
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6. Conclusion and discussion

In this chapter, the results of this thesis will be combined into a conclusion. The results will
answer the sub-questions and practical questions, that will jointly give an answer to the main
question of this research. This will be followed by a roadmap of recommendations for SMEs that
want to start working with TCA. Lastly, a discussion is given in which the thesis will be reflected
on. The theory, methods and recommendations for future research are discussed.

6.1 Conclusions of first chapters

In this research, the goal was to give an answer to the question How can SMEs successfully
implement TCA in a way that it contributes to the SDGs? Because there was no theory that could
be tested, a grounded theory approach to discover concepts and relations that contributed to an
answer to the research question was handled. The thesis started with the context of this study:
today’s world is facing social and environmental problems of great scale. Society has to change in

Figure 6c¢: True cost accounting for SMEs, revised (by author)
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order for these problems to be solved. Businesses could and should be a big player here, but are
not where they need to be yet. The SDGs are introduced, as the achievement of these goals would
solve the world’s problems. The literature section of this research started with an explanation on
how internalizing externalities could lead to sustainability. Old theories by Pigou (1920), Coase
(1960) and Hardin (1968) gave the theoretical context of this thesis. Internalizing externalities in
order to overcome the tragedy of the commons is in broad sense a goal that this thesis contributing
to: businesses are making use of some of these commons, for example the grounds on which coffee
is harvested, and need to find a way to pay for the external costs these often free commons cause.
Ways of internalizing externalities for businesses are done is light of Pigou’s ideas (more based
around state interventions such as taxes) and in Coase’s ideas (based around the functioning of the
market through bargaining and competing). However, the world is still causing more negative
externalities that are not being accounted for each day. This shows that there is still a long way to
go in implementing effective ways in internalizing them.

After creating a theoretical base with the help of Coase and Pigou, literature was studied on CSR,
SDGs, SMEs and internalizing externalities. Important concepts were found and put together in the
first overview of concepts.

Literature on CSR was discussed to give more context to how businesses are handling
sustainability at the moment and to show how trying to implement the SDGs is a way of doing
CSR. Reaching the SDGS and performing a TCA are both, as discussed, possible CSR strategies.
The literature on CSR did provide the researcher with the first concepts, as mentioned above, to
explore in the rest of the research. However, it was not discussed as a separate research topic in
the rest of the research, as it is more of an implicit overarching base. CSR was discussed in
chapter 2 to give context to the role of businesses in implementing sustainability. The SDGs are,
as discussed in Chapter 2, a way of steering businesses sustainability and social responsibility
efforts. The SDGs could be reached through internalizing externalities, as stated in Chapter 2.
The proposed connection between the concept of externalities and the SDGs (as means of doing
CSR) is summarized in Chapter 2:

“The SDGs provide society with a goal and an urgent timeframe to achieve these goals.
Coase and Pigou provide us with a way of thinking about economics and the environment.
The one is a somewhat vague goal where the other is a somewhat vague concept to
achieve goals. If we can successfully internalize externalities, we could reach the SDGs.
What is still missing, is a clear idea on how to do this”.

TCA is introduced in chapter 2 as a possibly promising link in the picture: a way for businesses
to internalize externalities and reach the SDGs. However, a theory is missing on how to
implement TCA in one’s business, especially in a SME, which is an important group. Instead of
testing a theory, a document analysis is therefore made in Chapter 4, to find concepts that are
important in de adaptation of the SDGs and to show the current state of TCA.

6.2 Answering the sub-questions

In this thesis, concepts were continuously found and checked in order to lay a base for a possible
theory on the implementation of TCA in SMEs. Figure 7 can now be finalized, after adaptations
in the document analysis, the expert interviews and the SME interviews. The grounded theory
approach allowed the researcher to keep finding and changing concepts and sub-concepts.
Although the concepts stayed similar throughout the document analysis, expert interviews and
SME interviews, the sub-concepts were becoming more practical throughout the interviews.
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More meaning was given to what precisely was meant with the concepts and how pitfalls within
these concepts could be avoided. The practical questions that appeared in chapter 2 can be
divided under the right concept and can be answered to some extent. The sub-questions will be
answered with the use of the concepts and sub-concepts that can be found in figure 7. These are
shown in italic.

True Cost Accounting
for SMEs as SDG strategy

Data collection
A lot of data collected over a
long period of time is needed

Advantages
-Directs long-term strategy
-Shows hotspots
-Comprehensive
-Adaptable
-Enhances trial and error

Pitfalls
-Abundance of data needed
-Long time-frame
-Diversity in data
- Farmer resistance

Practical question:
How can the price include everything?

Resources

Experience as well as financial
assets and flexibility in
switching strategies 1s needed

Advantages
-Flexibility of SMEs
-Intrinsic motivation

Pitfalls

-Lack of financial assets

-Lack of experience

Steps to take

Collaboration
Collaboration between market
players, within the supply chain
and with the state 1s needed

Advantages
-Enhances policy reform
-Diminishes risks
-Enhances Innovation
-Overcomes lack of financial assets
and experience

Pitfalls

-Less freedom
-Loss of identify

Practical question

Is the market capable of taking this step?

Transparency
A transparent, unified way of
doing business in TCA is
needed

Advantages
-Improves reputation
-Understandable

Pitfalls
-Cherry picking
-SDG-washing

-Morality

Framing to consumers
Knowledge on the true price
should be shared in a simple,

positive way

Advantages
-Increase knowledge of
consumer
-Share small success stories
-Connect consumer to farmer

Pitfalls

-Information overload

Practical question:
Who will pay the true price?

Figure 7b: Conceptual model, revised (by author)

Sub-question 1
How does TCA contribute to the Sustainable Development Goals and CSR?

The document analysis on the SDGs showed how the SDGs could be reached through a system
that is comprehensive and adaptable. Showing the system’s processes in understandable
financial, systematic terms could steer businesses and policy makers to change. Monetarization,
implementation and evaluation, a trial and error strategy, were seen as three important steps in
reaching the SDGs. Also, collaboration between all (market) players in the supply chain was
seen as necessary if this systematical and technological ways of measuring processes were
enhanced. TCA could meet these demands, if done effectively: it’s goal is to make environmental
externalities quantifiable in financial terms (IFOAM, 2019, WBCD, 2019). Also, TCA enhances
collaboration between market players, another point in the list of demands for reaching the
SDGs. In TCA, a way of measuring is being created that is adaptable, so that different players in
a system can make use of it, which enhances collaboration. The holistic nature of the SDGs
matches the holistic nature of TCA. This answers sub-question 1: If done right, TCA is a possible
way of reaching the SDGs. But how is TCA done right?

Sub-question 2
What is the current state of TCA in the agrifood sector?

A document analysis was done to get an idea of the important concepts, advantages and pitfalls of
TCA. More and more TCA calculations are made, but a few things are holding the development
of effective TCA back. The most important point here is that there is no unified model yet,
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because of a lack of collaboration. There is too much diversity in data that is being collected.
Also, there is a gap in TCA between multinationals and smaller companies that is getting larger,
because the models to calculate a true price are too complex for smaller companies. So, two very
important concepts in TCA, data collection and sufficient resources are to be matured in order for
TCA to work. TCA is enhancing transparency, but this can also be misused through cherry
picking and greenwashing. However, now is the time for TCA, as transparency is getting more
mainstream with consumers and also within businesses. To reach transparency, however,
collaboration is needed, as transparency demands trust. Collaboration is already happening in
TCA, as it demands collaboration within one’s supply chain. However, data collection and the
model of TCA could be more streamlined within market players. Competition thus needs to be
set aside. Also, it is noted that collaboration between institutional spheres, as in the public
opinion and state policies should increase as well for TCA to increase in effectiveness. It is
briefly discussed as well how TCA could evoke resistance, as its morality is questioned. Effective
and considerate sharing of information about the method should thus be a priority.

Sub-question 3
What external factors are needed to make TCA a feasible option for SMEs?

Expert interviews were held to test the concepts found in the document analysis, after which
interviews with SMEs were held. The concepts data collection, sufficient resources, transparency
and collaboration indeed appeared to be of great importance. SMEs can only use TCA if they
collaborate. Within the supply chain, with other market players, with consumers and with the
state in country of origin as well as in consuming countries. But, the state was not always seen as
important as expected (IFOAM, 2019). The state could indeed make things easier, but as the
current case of TCA was not initiated fully by the state, there was proof that the market did it on
their own. However, the state did support MVVONederland in this project, so some funding
applied. It is hard to know for certain if state pressure, state funding or policy reform is necessary.
However, the conclusion can be drawn that collaboration between institutional spheres in society
makes it easier to effectively embrace TCA. Literature as well as consultants and SMEs agreed
on this.

Sub-question 4
What are perceived pitfalls for implementing TCA and how can these be avoided?

The biggest reason why SMEs did not perform TCAs before, is mainly seen as financial. This
can be seen as the biggest pitfall. So, there should be a factor providing financial aid to overcome
the biggest pitfall. This factor could be the state providing the market with enough tools to
compete, a Coasian solution. It could also be taxes on higher true prices, a Pigouvian solution.
However, it could also be collaboration. The case study proves that collaboration between all
institutional spheres makes it more achievable for SMEs to internalize externalities. They work
on the another big pitfall: the absence of a unified, simplistic model. By collaboration, the risk
and financial burden makes it possible for SMEs to embrace TCA. Furthermore, collaborating
between competitors in the collection of data, makes the pitfall of too much diversity in available
models smaller. Farmer resistance came up as an important pitfall as well, however not just for
SMEs. Farmers could not have the knowledge on how to collect the needed data for TCA, but
they could also not be willing to collaborate once again with a ‘western method’. A proposed
solution was the motivation of the farmers, financially or intrinsically by knowledge on the long-
term benefits of the method, or by promising them long-term collaborations. This collaboration is
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beneficial for both parties, as the SMEs could work on improving the true price along the whole
supply chain starting from the source, and the farmers could have assurance of selling their yield
for a good price for a longer period.

Another possible pitfall that came up in the interviews was the misusage by the rest of the
market of the model that is being created, by cherry-picking. To goal is to make a TCA model
that is wisely applicable by a large audience. The downside to this is that once something
becomes mainstream, it is also easier to misuse it. It did appear in the interviews that trust was
indeed an important issue. However, good establishment of guidelines for the model could
minimize misusage. Nevertheless, it is never completely avoidable. A battle for the most
sustainable player could occur, with some cheating here and there. However, it would still be
aimed at becoming more sustainable, which is the ultimate goal.

As discussed, it was hard to find perceived pitfalls, as the respondents were enthusiastic and, as
one of the SMEs mentioned, because the case was a project that was at the beginning stage. Only
after the project, the first real pitfalls could therefore be named.

Sub-question 5
What are the perceived benefits of implementing TCA in ones business for a SME and how can
these be achieved?

Sub-question 5 is answered through checking the concepts derived in the document analysis with
the hopes and wishes of the SMEs. Their goal was twofold: First, they wanted transparency within
their own supply chain. Second, they wanted transparency in the coffee sector. Transparency in
this sense meant to show the unfair distribution of the pricing of externalities. Calculating the true
price could make the SMEs steer on distributing their true price better. This could be done best by
small projects, according to the SMEs. To steer on improving one externality, for example water,
by initiating small projects, instead of trying to do it all at once, was especially for SMEs sees as
the best option. Also, this would work best in teaching and motivating the consumer. Showing little
achievements and trying to make the consumer part of that change, was seen as the best way to
communicate the results of a TCA. The SMEs felt like they had a role in educating consumers by
creating a connection between farmer and consumer. Now is the right time for that, as consumers
are getting wiser. Giving the consumer the possibility of gaining knowledge on the true price, but
not overloading them with information they do not understand is key here. Once consumers get
wiser, it is easier to ask the true price for a product. Once the true price reached, money could be
invested in lowering that true price through projects.

Sub-question 6
Are the results possibly applicable in other sectors than coffee or even agrifood?

The current research focussed on SMEs and coffee. The results are focussed on collaboration,
especially with consumers and farmers, and across supply chains. These steps are the most
logical to follow for other products with longer supply chains and in sectors where farming is
also needed. This, however, could be broader than just agrifood. Cotton, for example, is also
produced in farms, often in the global south. Another example is palm oil, that is often used for
packaging or cosmetics. Moreover, the results focussed a lot on communication to consumers.
Not all supply chains end at consumer level, so other sectors might be able to put their focus
somewhere else. The energy sector could for example focus more on communication to the state
to accelerate policy reform.
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Another important concept that was found was transparency. This is most probably not
only applicable for agricultural supply chains. The SMEs stated how we know even less of our
external costs in the Netherlands than in coffee producing countries. Collaboration and
transparency thus should be a goal for every SME or even multinational trying to embrace TCA,
regardless of its sector. TCA calculations have to be done in other sectors than coffee to see
whether the recommendations of this thesis apply. However, the recommendations can definitely
be a guideline for any SME to start internalizing externalities in order to contribute to the SDGs.

6.3 Answering the practical questions
What remains, is an answer to the practical questions that were asked in chapter 2. Though not
always discussed explicitly, after this research, they can be answered to some extent.

Who is going to pay the true price?

Every player in the supply chain will have to pay part of the true price Governments can take their
share by subsidizing and consumers by paying a higher end price.. However, once a higher price
is paid, the price can be lowered, because projects will decrease the true price by decreasing
negative externalities.

How can the price include everything?

By collaborating and sharing data, a lot of information needed to include all externalities in the
price could be obtained. However, this is extremely hard. Steering on negative externalities by
guessing is an option that is discussed. Also, taking it step by step, for example only including
externalities at the origin of a product like in the MVONederland project, is also an option.
Accepting that creating a true price is a long-term investment, is important.

Can the market take this step?

Again, collaboration and transparency are important for the market to be able to take this step.
Also, good communication or framing to the public is important to unite within the market to get
enough attention and to be able to compete with other market players that are not embracing TCA
(yet) and thus ask lower prices for their products.

6.4 Answering the research question and practical advice

The results show that TCA is not just a way to calculate, but a whole new way of doing business.
Once choosing to perform a TCA, something is set in motion that is not stopped easily. It is a
continuous process of trial and error. It is about improving one’s own company, the consumers
behaviour and sustainability in the whole system. This is why the ideas of the SMEs and consultants
match the goal of the SDGs very well. Businesses that enhance TCA will base their business
strategies around increasing sustainability, making it much more of an intrinsic value. This matches
the ideas of Coase: there is no hard rulings needed by the state (Pigou), but the market could, with
some help, compete in becoming the most sustainable.

If the steps of Figure 6 are taken, SMEs should be able to perform a TCA in a way that it is feasible
for them on the long term, and in a way that it helps them and society reach the SDGs.

The research question, ‘How can SMEs successfully implement TCA in a way that it
contributes to the SDGs?’ can be answered by summing up the answers to the sub-questions. When
the focus is laid on the concepts and the goal of that concept that is shown in figure 7b, the
advantages (sub-concepts) of these concepts can be met. Also, the possible pitfalls (sub-concepts)
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that belong to these concepts can be avoided. Figure 7b, the finalized overview of important
concepts of this thesis, is used to make a practical roadmap for MVONederland and the SMEs in
Figure 8. SMEs should be willing to collaborate and be transparent on multiple levels. They should
use the results of a TCA to change not only themselves, but the rest of the market and the public,
which will increase the change of the state to change policies. A long-term commitment that will
include intensive monetarization, implementation of results and evaluation of changes being made,
sustainability in terms of the SDGs is perceived to be achievable through TCA.

6.5 Discussion

In this thesis, a link was made between old theories of externalities and modern business strategy.
Grounded theory allowed the researcher to be very creative in designing the research strategy and
in discovering certain concepts. However, this creativity made it hard to narrow all available
information on the concepts down. This is why the study is very broad and descriptive. A focus
on either internalizing externalities in modern-day business or on the application of SDGs in
modern-day business might have resulted in more concrete recommendations. However, the
research started with a method that had to be explored: TCA. To make the research more relevant
for the masters’ program Environment and Society and less of a Business Strategy research, the
link with the SDGs was made. To make the study more academic, theories on externalities were
included. Also, it helped steer the research and place findings in certain perspectives more. It
might have been possible to make the study academically and environmentally relevant by
choosing just one of the two concepts.

The SDGs were left out of scope in the interviews, as the knowledge of the respondents
on sustainability concepts differed a lot. Also, the interviews would have become too long. The
concepts that were discussed during the interviews, were discussed extensively. However, the
answers to the interview questions were often a little objective and descriptive. This was because
the respondents were all taking part in a new, big project on TCA. They often did not know what
to expect and were very optimistic. It would have been interesting to repeat the interviews after
the TCA project had started. Even one of the respondents said that pitfalls could only really be
named after the start of the project, when the first real results were achieved. This is very true and
makes the recommendations for the SMEs and for MVVONederland less practical than they would
have been once reflection on the TCA project could have been included.

Future research should thus focus more on individual concepts. The goal of this study was
to paint a broad picture. Now that that has been done, future research can achieve more
meaningful results by zooming in on concepts. Also, comparative research that lasts for a longer
period of time is necessary to give the roadmap of recommendations more invigorative contents.
For example, the focus could be laid on collaboration, where perceived pitfalls were hard to find.
What is the real effect of collaborating over a long period of time? What are pitfalls that occur?
This research is built mostly around perceived pitfalls, advantages and goals. It would be very
interesting to follow a long-term TCA project, like the one MVVONederland is doing, to see
whether these concepts and expectations are really met.

What remains the biggest challenge, is the right allocation of the higher price that is asked
for products. Who is going to guard where the money goes? Who is going to decide how who
needs to get the costs that emissions cause? These kind of practical questions are important to
investigate in order to find out what the actual practical consequence of TCA is for coffee, or for
any other sector that will implement TCA. Future long-term research where the focus lays on
comparisons of implementations is crucial in order to find out more about the future of TCA.
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TRUE COST ACCOUNTING FOR SMEs

A ROADMAP

COLLABORATE
e SUPPLY CHAIN: FARMERS
« MOTIVATE BY KNOWLEDGE
« MOTIVATE BY FINANCIAL REWARDS
« MOTIVATE BY LONG-TERM CONTRACTS AND PROJECTS

e SUPPLY CHAIN: ALL PLAYERS
« EDUCATE SO EVERYONE FEELS OWNER OF THEIR PART OF THE TRUE PRICE

e MARKET 'COMPETITORS'
* UNITE
« TRUST

e STATE
« INITIATE POLICY REFORM

BE TRANSPARENT
e SHOW NEGATIVE AND POSITIVE EXTERNALITIES

e PROVIDE INFORMATION
o COMPACT
o COMPREHENSIVE

CHANGE COMPANY

e OPERATE THROUGHTRIAL AND ERROR
e COMMIT LONG-TERM

CHANGE MARKET

e SHARE SMALL SUCCESS STORIES
« EDUCATE CONSUMER

e CONNECT CONSUMER TO FARMER

BE REALISTIC

e THERE WILL BE RESISTANCE
* BY CONSUMERS
* BY FARMERS

e CHANGE WILL HAPPEN SLOWLY

Figure 8: TCA roadmap for SMEs (by author)
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Appendix

Guide for semi-structured interviews with consultants:

Can you tell me something about TCA?
How does TCA contribute to Sustainability in your eyes?
Why are you choosing TCA methods instead to other methods?
Why is TCA not big yet?
Do you think TCA is applicable for SMEs: Why?
From my document analysis, a few points seem most important: Can you tell me
something about to which extent you think these points are crucial and whether you think
this is a possibility for SMEs? Do you have other points?
1. Data collection
2. Sufficient resources
3. Collaboration
4. Transparency
I have found some pitfalls that can oppose successful implementations. What do you think
are pitfalls?
1. Cherry picking and TCA-washing
2. Misleading consumers about true price
3. Inability to change negative externality
4. Not everyone in supply chain is evenly green and powerful
What next steps should be taken for SMEs embracing TCA?

Guide for semi-structured interviews with SMEs:

Can you tell me something about your company and what sustainability means to your
company?
Can you tell me what you know about TCA?
Why are you taking part in the TCA project and why did you choose this method over
other methods?
What would embracing TCA mean for your company and for other, less sustainable
companies?
What do you think about the importance of the following points in relation to TCA?
1. Collaboration
2. Transparency
3. Data-collection
4. Sufficient resources
What other points are important in embracing TCA for an SME?
What pitfalls can you think of?
What will you do with your results?
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