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Abstract: This paper analyzes motivations for coffee roasters to source directly from farmers and how
roasters decide whether to use the Direct Trade sustainability label. Direct Trade is an uncertified
label connoting an approach wherein roasters negotiate coffee price and quality with farmers without
intermediaries, with purported farmer income benefits. We examine semi-structured interviews
with 11 US roasters and three coffee stakeholders to identify motivations to source directly, provide
customers sourcing information, and use or reject the Direct Trade label. We find that roasters directly
source coffee primarily for quality reasons and communicate about sourcing because they believe
customers would value coffee more if they understood their sustainable sourcing practices. However,
the lack of a clear definition for the Direct Trade label, coffee roaster concerns about the label’s utility,
and the threat of “free riders” disincentivizes label use. Without a shared label, customers face high
costs for information about directly sourced coffee, which may limit the expansion of a sourcing
practice that could benefit farmers.

Keywords: direct trade label; sustainability standards; certification; sourcing; sustainable coffee;
free riding

1. Introduction

While coffee is largely consumed in Northern countries, it is produced in equatorial countries,
often by low-income farmers. Numerous approaches to coffee sourcing standards aim to make the coffee
industry more socio-economically and environmentally sustainable [1–5]. These include well-known,
third-party certified labels such as Fair Trade, Organic, and UTZ, which aim to improve farmer incomes,
produce coffee without the extensive use of chemicals, and source coffee in a holistically sustainable
manner, respectively [1]. They also include non-certified labels such as Direct Trade.

Direct Trade (DT) is a socio-economic sustainability label developed in the early 2000s by US-based
specialty coffee “roasters” (companies that purchase, roast, and sell coffee) which describes coffee that is
sourced and purchased through direct negotiation with farmers [6,7]. Roasters such as Counter Culture
Coffee, Intelligentsia Coffee, and Stumptown Coffee Roasters developed the DT label to describe coffee
sourcing activities that involve not only direct negotiation with farmers, but also price premiums
and regular travel to coffee farms to collaborate with farmers on improving coffee quality [7,8]. DT
proponents see it as a means to obtain superb coffee—often small, unique “micro-lots”—in a way that
benefits farmers [9]. Sourcing coffee directly from farmers is supposed to align incentives between
buyers and farmers, rewarding farmers for producing high-quality coffee without intermediary traders
taking part of the profits [9]. It also has the potential for giving farmers an avenue into the specialty
coffee market, which is more stable than the commodity coffee market and provides farmers with
better prices [10,11].
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The DT label is a supply-driven label, because—rather than consumers demanding directly sourced
coffee or civil society organizations working to create standards—it was developed by firms to describe
practices they wanted to market to consumers [6,12,13]. MacGregor et al. (2017, p. 2) note three ways
that “direct trade” can be used:

1. as a “general concept,” whereby coffee is sourced directly from farmers;
2. as a “voluntary scheme,” which is “a claim that a particular set of standards is followed;” and
3. as a marketing strategy or label.

In our paper, we use the broader term of “direct sourcing” (DS) to describe sourcing coffee directly
from farmers (MacGregor et al.’s “general concept” use), whether or not the roaster uses the DT label.
We discuss DT as a voluntary scheme when referring to the standards that early adopters developed,
but we generally use DT to refer to the marketing or labeling approach.

Because no binding certification system exists for DT, roasters can use the label without verification
of the sourcing practices they use. Indeed, roasters differ considerably in their definitions of DT,
which distinguishes DT from third-party certified labeling systems [8]. Hatanaka and Busch (2008,
p. 73) describe third-party certification systems as those “in which third parties assess, evaluate and
certify safety and quality claims against a particular set of standards and compliance procedures [14].”
In the years following the label’s development, greater numbers of roasters began using the DT label [6].
This was followed by sectoral skepticism about the label and a contraction in usage by some early
adopters [6,15]. This leads to questions about the utility of DT labeling to roasters, the utility of DS
activities to roasters and farmers, and how the differences between label use and actual practices might
influence sourcing approaches used by roasters and information delivered to consumers [6,15].

This study investigates three research questions aimed at understanding roasters’ motivations to source
coffee directly from farmers and to use or not use the DT label. First, what motivates coffee roasters to source
coffee directly from farmers? Second, what motivates coffee roasters to communicate sourcing practices to customers
(inclusive of using the DT label)? Third, what motivates coffee roasters not to use the DT label, despite using DS
practices? Beyond answering these questions, this paper considers possible paths forward for DT.

In considering these research questions, we qualitatively analyze semi-structured interviews with 11 US
coffee roasters and three other types of coffee stakeholder organizations. This analysis builds on recent work
by MacGregor, et al. noted above. These authors analyze three US-based and three Scandinavian DT roasters,
with a focus on regulation (or lack thereof) of DT sourcing standards. They include DT founding companies
Counter Culture Coffee, Intelligentsia, and Stumptown in the US and Coffee Collective (Denmark), Johan
and Nyström (Sweden), and Koppi (Sweden) in Scandinavia [6]. They find that some US roasters are moving
away from use of the DT label because the lack of standards coordination and enforcement have resulted in
“co-optation” of the DT label (which we discuss as “free riding”) [6]. Among US roasters, they distinguish
between largely quality-based motivations to source directly and mostly sustainability-based motivations
to use DT as a marketing strategy. By comparison, MacGregor et al. describe how a Scandinavian coffee
roaster trademarked the DT label and regulates its use by other firms [6].

Our paper differs from MacGregor, et al.’s (2017) study in one substantive and three methodological
ways. Substantively, we focus specifically on DT label use as a marketing strategy rather than on the
“voluntary standards” that the label purports to describe. As MacGregor, et al. find, motivations for
sourcing coffee directly can differ substantially from motivations for using the DT label, and examining
these differences sheds light on the challenges and opportunities associated with DS as a practice
and DT as a label. Methodologically, we analyze data from a larger and more diverse sample of
organizations: 11 US-based coffee roasters. In addition, we also consider perspectives of representatives
of three other coffee stakeholder organizations. Of the roasters interviewed, six use the DT label to
varying degrees, and five do not use the label—though they do engage in DS practices. Also, we eschew
a cross-national comparison in favor of achieving analytical depth in the US specialty coffee sector.
Further, while MacGregor, et al. disclose the identities of the firms in their sample, we provide our
interviewees confidentiality with the aim of soliciting greater frankness in their responses.
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2. Literature Review

Few scholars explicitly investigate DT; however, extensive research considers standards and
certification generally—and sustainable and ethical labeling in coffee specifically [1–3,5,14,16–20].
As mentioned earlier, DT is a “top down” or “supply-driven” label developed by industry rather than by
activists or farmers [16]. Yet, it differs from firm-specific self-certification schemes, such as Nestlé’s AAA
Sustainable Quality or Starbucks’ C.A.F.E. Standards, in that its application is industry-wide [16].
Because it is not trademarked, roasters may choose to use the DT label rather than self-certify a sourcing
approach. Further, small roasters may benefit from using a label some customers are familiar with
rather than starting their own label.

DT’s early adopters set similar standards for their activities, and some of our interviewees still
consider Intelligentsia Coffee’s standards to be the best DT approach. Intelligentsia’s website identifies
its Direct Trade “criteria” as such:

• “Exceptional coffee quality is a must.
• The grower must be committed to sustainable environmental and social practices.
• The price paid to the grower or local co-op must be at least 25% above the Fair Trade price.
• All trade participants must allow transparent financial disclosures back to the individual farmers.
• Intelligentsia team members must visit the farm or co-op a minimum of once per harvest season.

More often, visits will take place three times per year: pre-harvest, mid-harvest, and post-harvest [21].”

However, few other roasters publish their DT standards [6]. Because of the lack of third-party
certification, it is difficult for consumers to verify roasters’ claims [2,22]. As such, DT is similar to other
sustainability labels such as “local” or “humane” that do not have widely agreed-upon definitions or
third-party certification [22,23]. Yet, unlike these labels, DT is not a term used in common speech and
may be less intuitive to consumers.

In terms of its goals (improved farmer income, specifically) and its name itself, DT is similar
to Fair Trade. Indeed, DT is often discussed in relation to Fair Trade, which has a stringent set
of requirements for minimum prices and price premiums, but which has historically had quality
control problems [24,25]. DT might be alluring for roasters who want to treat farmers well, but also
want high-quality, specialty coffee and deep knowledge of the coffee’s origins. Rather than abide by
(and pay for) Fair Trade certification standards, DT roasters could directly forge relationships with
farmers, pay them negotiated prices, and ensure they receive the best coffee. Some roasters, however,
such as Intelligentsia included paying above Fair Trade prices in their DT standards [21]. See Table 1 for
a comparison between DT and Fairtrade International, the most common Fair Trade certification [1].

Table 1. Comparison between Direct Trade and Fairtrade International.

Voluntary Standard Overview Structure Means for Roaster to
Purchase Coffee Verification System

Direct Trade

Farmers negotiate
price and quality

with roasters,
without

intermediaries.

In general, roasters and
farmers must have

a direct relationship and
directly negotiate quality
and price. Roasters must
visit farmers in person.

Contract with farmer,
hire export/import

companies to transport
coffee to roaster.

None

Fairtrade International

Farmer cooperative
members receive

a minimum price and
price premium [26].

Must be a small scale,
democratically

organized producer
organization [27].

Fairtrade price is based
on the commodities
market price plus

a Fairtrade
differential plus

a price premium [28].

Purchase coffee from
importer who

purchased coffee from
Fair Trade-certified

cooperative.

Third-party auditor
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The lack of third-party certification creates a situation in which DT labeling use is free and
unregulated, likely incentivizing late-adopting firms to free ride on the sustainability efforts of
early-adopting firms that are following the initial DT standards. Ostrom (1990, p. 6) describes free
riding as the situation in which “one person cannot be excluded from the benefits that others provide”
and “each person is motivated not to contribute to the joint effort, but to free-ride on the efforts of
others [29].” Early in DT’s history, when a handful of roasters used the label, it would have been
relatively simple for label users to ensure that other users were maintaining similar standards [7].
However, as the number of DT label users has increased, it has become difficult for roasters that
use stringent DT standards to know whether other roasters are free riding on the label. Free riders
may decrease the value of the DT label, both by reducing customer confidence and by degrading
the reputation of companies that use DT in the eyes of their competitors, colleagues, and consumers.
Perversely, a degraded label may harm higher quality roasters more than low quality roasters (including
free riders), because high-quality roasters may face higher reputational risks if their brand is built on
quality or direct sourcing.

Certification is an important consideration because of DS coffee’s credence qualities. Credence
goods embody certain non-monetary values by virtue of the nature of their production process, but they
do not differ from other (non-credence) goods in form and function [22,30]. That is, DT coffee does
not look, smell, or taste differently from other coffee because it is DT. It is difficult for customers to
know whether the product they are consuming is what the seller says it is, and there is an incentive
for fraud by sellers [22]. Akerlof’s seminal 1970 paper on the “market for lemons” describes what
happens when a low-quality good enters a market and consumers have no way of differentiating
high-quality goods from low-quality ones; briefly, the latter drive out the former [31]. For credence
goods, certification give customers confidence that they are getting what they want by providing
an incentive for firms to be honest [22,30]. If certification increases consumer confidence and they
purchase more of a certified product, or purchase it at a higher cost, it also can induce firms to produce
more of that good [32]. The combination of DT’s credence qualities and the lack of certification means
that there is an opportunity and incentive for firms to “free ride” on the DT label.

Yet, certification is not a panacea for verifying a good’s credence qualities. This is because of the
structure of some third-party certifications and empirical evidence on how standards actually perform
on their stated goals. As private standards became a primary means to ensure food safety and quality
in the late 20th and early 21st centuries, scholars analyzed benefits of and problems with third-party
certifications of these standards [1,14,16,18]. Threats to the effectiveness of third-party certification
include a potential lack of operational independence of certifiers [14], weak take-up if the certification
is not cost-effective [18], and insufficiently stringent standards [1,16].

There also are questions about the practical effectiveness of the standards being certified.
In a systematic review of sustainability certifications across value chains, Oya, et al. find no overall
net positive effect of certification schemes on farmer incomes, but rather find that their effects are
context- and crop-specific [19]. On coffee specifically, few studies are designed to allow for robust
causal inference; however, available evidence suggests that certifications can have positive effects
on coffee farmer welfare [5]. Specifically, some certifications—such as Fair Trade—come with price
premiums, which can help increase farmers household income in some contexts but not in others,
perhaps because of high certification costs [5]. In short, while third-party certification can help verify
the credence qualities of goods such as DT coffee, they are not without limitations. Their effectiveness
depends both on the design of the certification and the design and context of the underlying standards
being certified.

Another challenge with DT is that there is little data on its effectiveness when it comes to
increasing farmer income. One of the few evaluations of “relationship coffee” sourcing mechanisms
(a type of DS) in Colombia finds that farmers did not receive higher incomes from this sourcing
approach than other farmers, but they did receive other benefits such as improved access to credit [10].
They also adopted more sustainable resource management systems, which may benefit them in the
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long term [10]. In addition, farmers who participated in this approach were more optimistic about their
investment in coffee than other farmers [10]. Projects conducted by Catholic Relief Services in Latin
America—particularly in Colombia—have shown the positive effects of DS on smallholder farmer
market access, but these projects do not seem to have resulted in scholarly publications [33]. Indeed,
the question of whether and to what extent direct sourcing coffee helps smallholder farmers is hotly
debated in coffee trade publications and by international development practitioners. A series of articles
by Weissman in coffee trade website Sprudge questioned the effectiveness of DT in increasing farmer
incomes [15,34,35] and the Catholic Relief Services’ Coffeelands website has dedicated substantial
space to this issue [25,36–38].

While little data is available on the effectiveness of specialty-roaster driven DS coffee, there is
a relevant literature on contract farming. In contract farming, buyers hire farmers to produce a good
based on certain standards, with the guarantee of sale. As Ragasa, Lambrecht, and Kufoalor note,
contract farming can range in the level of restriction it places on farmers from something resembling
spot markets on one end to near-vertical integration on the other [39]. Like DS, these relationships
often involve “cutting out the middleman” so that the buyer can access the quality they want and have
better information on the process. The literature is inconclusive about the effectiveness of buyer-driven
value chain upgrading in improving farmer well-being. There is evidence that it can increase farmer
income [40–44], but that (1) it tends to exclude the poorest farmers [40], (2) effectively implementing
contract farming on a large scale can result in farmers being “captured” by a buyer and having few
other sale options [45] and, (3) that the opportunity costs of engaging in contract farming can be high,
in terms of less income coming from non-farm activities [43]. A cautious interpretation of evidence on
contract farming suggests how farmers fare in contracting farming relationship with buyers is likely
context and value-chain specific.

Importantly, the roasters interviewed for this study are quite dissimilar to the multinational
corporations involved in large-scale contract farming. They are much smaller and aim to work
collaboratively with smallholders or cooperatives to produce high-quality coffee. They generally do
not have the ability to enforce monopsonistic buying, though it is true that the poorest coffee farmers
may be unable to produce high enough quality coffee to sell through a DS channel. Direct sourcing
adopters believe—based on their own experiences and relationships with farmers—that DS can help
farmers. However, as noted in Section 5.3, more research is needed on the effects of DS on farmers to
support these claims.

A final challenge to the DT label is the recent proliferation of similar labels. Over the past few
years, other variations of DT have sprung up: Whole Foods’ “Whole Trade,” Land of a Thousand Hills’
“Collaborative Trade,” and Simpatico’s “Farmer Direct,” among others [46–48]. Given the challenges
that consumers face in understanding and comparing sustainability labels, DT may be difficult to
differentiate from third-party certified labels such as Fair Trade as well as from firm-specific labels and
self-certifications [2]. In addition, many roasters and cafes use images and descriptions of farmers that
imply a relationship with these farmers, whether or not that is the case. Thus, it may be difficult for
consumers to understand how DT is different from the relationships with farmers that roasters and
cafes imply.

3. Materials and Methods

3.1. Sampling Design

In this study, we qualitatively analyze interviews conducted with a sample of coffee roasters
to address our research questions. In addition, we analyze interviews with coffee stakeholders to
triangulate with roaster responses. In identifying respondents, we used a purposive sampling approach,
which relies on researchers’ knowledge and secondary sources to develop a sample [49]. Company
websites and coffee blogs specifically provided information on which companies are most dedicated
to DT or DS (if not specifically labeled as DT). We identified and contacted 20 US specialty coffee
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roasters between September 2017 and March 2018. We aimed to interview a geographically broad mix
of roasters across the US, and our sample of 11 included three roasters in the Eastern US, four in the
Midwest, and four on the West Coast. All but one practice DS, even though not all use the DT label.
Among the 9 DS roasters we contacted, but who did not agree to be interviewed, 4 use the DT label.

To maintain confidentiality, we describe roasters by their company size (small, medium,
and medium/large) and assign a number to each roaster, as seen in Table 2. We asked roasters how much
coffee they roasted per year to categorize companies by size. We define small companies as those roasting
1–299,999 pounds of coffee per year, medium companies as those roasting 300,000–599,999 pounds
per year, and medium/large companies as those roasting 600,000 or more pounds per year. Note that
size categories have been developed based on sampled roasters, and these are not representative
of roaster sizes across the coffee industry. Multinational coffee companies roast substantially larger
volumes of coffee. For example, in 2014, Starbucks roasted approximately 500,000,000 pounds of
coffee—over 166 times as much coffee as the largest roaster in this sample [50]. By comparison,
the largest company in our sample roasts about 3,000,000 pounds of coffee per year. When considering
the direct relationship between roasters and farmers, it is important to note that even the largest
companies interviewed are not multinationals. Thus, their engagement in DS may differ from a larger
company that directly sources from farmers.

Table 2. Sample Characteristics.

Interviewee
Number Size (Pounds Roasted Per Year) Level of Direct

Sourcing (DS) Direct Trade (DT) Labeling

Roaster 1 Medium/Large (600,000+) Intensive Used previously but stopped
Roaster 2 Medium/Large (600,000+) Intensive Consistently uses
Roaster 3 Medium (300,000–599,999) Intensive Consistently uses
Roaster 4 Medium (300,000–599,999) Intensive Inconsistently uses
Roaster 5 Medium (300,000–599,999) Some Inconsistently uses
Roaster 6 Medium/Large (600,000+) Some Has never used
Roaster 7 Small (1–299,999) No Consistently uses
Roaster 8 Medium (300,000–599,999) Intensive Has never used
Roaster 9 Medium/Large (600,000+) Intensive Has never used

Roaster 10 Small (1–299,999) Some Consistently uses
Roaster 11 Medium/Large (600,000+) Some Has never used

Stakeholder 1 Non-profit
Stakeholder 2 Non-profit
Stakeholder 3 Importer

To supplement our interviews with these 11 roasters, we also conducted interviews with three other
coffee stakeholders. These interviews provide broad sectoral context and can be used to triangulate
findings from roaster interviews. Stakeholders include representatives of two specialty coffee non-profit
organizations and one importer that imports coffee using socially responsible protocols. These three
other coffee stakeholders, each of which are based on the West Coast, work closely with DT roasters
and provide a high-level view of how DT fits into the US specialty coffee industry. Perspectives of
these stakeholders are summarized in Section 4.4.

3.2. Interview Approach

We used a semi-structured format to interview all respondents. That is, we asked each participant
the same core questions, and we included additional follow-up questions based on their responses.
Our interview sessions ranged from 30–75 min, with most approximately 50 min.

We told key informants that their names and their company names would be kept confidential.
With their authorization, we recorded interviews digitally and then transcribed and coded these
transcripts. We conducted all interviews over the phone or Skype. To supplement our interview data,
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we also analyzed publicly available information, such as content available on our sampled coffee
roasters’ websites.

3.3. Coding Process

We developed a codebook for analysis based on the relevant literature, our research questions,
and emergent themes from interview responses. We identified themes and noted their frequency
and intensity as discussed by interviewees. We also recorded areas of agreement and disagreement
between roasters. Finally, we identified quotes from interviews that were illustrative of perspectives
expressed by multiple respondents.

3.4. Description of Interviewed Roasters

Table 2 provides information on the relative size of roasters, their DS level, and their use of the
DT label. For the DS level, based on the interviews, we developed a three-point scale to categorize
sourcing directness regardless of whether roasters use the DT label. Intensive DS includes or exceeds
the Intelligentsia DT standards, which are the most commonly referenced standards in our interviews.
The six roasters in this category negotiate price and quality with farmers, travel extensively to meet
with farmers, and have long-term relationships with them wherein they help farmers experiment and
improve coffee quality.

In the Some DS category, four coffee roasters maintain some relatively direct relationships with
farmers, while others are mediated by coffee importers. These roasters inconsistently use the DT label
with their DS relationships. Their knowledge of the prices paid to farmers varies; they sometimes
travel to meet with them but at times simply meet with importers. In the No DS category, roasters buy
from importers, they do not travel to meet with farmers, and they do not know the prices paid to them.
This last designation only applies to one roaster, who nevertheless does use the DT label.

With respect to DT labeling, in our sample four roasters consistently use the DT label. Another two
roasters use it inconsistently in some marketing materials, but not others. In both cases, their websites
referenced DT, and we used that to identify them for interviews. Yet, during each interview, the key
informants said that they tried not to use the label. Four roasters have never used the DT label.
One roaster used the DT label previously but no longer does so.

4. Results

4.1. Motivations to Source Coffee Directly from Farmers

Table 3 displays the main results for our first research question about what motivates coffee
roasters to source coffee directly from farmers. Many roasters believe that DS not only is good for
coffee quality and consistency, but also is positive for farmers—an important value for roasters. All six
roasters who use intensive DS say that it provides high-quality coffee. Six roasters (five intensive DS,
one some DS) also say that farmers benefit from DS. In Table 3, we describe two broad categories of
roasters’ motivations for sourcing coffee directly from farmers. Within each category, this Table contains
each constituent theme and an illustrative quotation.
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Table 3. Motivations for Sourcing Coffee Directly from Farmers.

Motivation Description Illustrative Quotation

A. Business DS benefits the roaster

“We get consistent supply of quality. We are serving coffees we have bought for 8 years now. Every year they come back on menu increases their
popularity. People really enjoy season by season, or harvest by harvest coming back and drinking the (specific coffee). Those coffees will always sell
better than new relationships—almost always. And how we build our whole buying program, we would never get the level of quality in a buying
program without doing it this way.” (Roaster 8)

A.1. Better
quality coffee

DS provides better quality coffee
than other sourcing mechanisms

“It soon became pretty obvious on both sides of the equation that there was so much coffee out there that was just getting consolidated.
The transparency was getting lost. The coops, they were blending the best—some really amazing coffee—into their overall blends. To just hit
a standard market differential. So a lot of the quality was just being consolidated or lost . . . And so the roasters were able to discover this and point
this out and then offer differentiated prices and all of that. What producers got in exchange was all this marketing as a result and origins themselves
got marketing. And it was so good for the marketplace and the eventual benefit of everyone doing this is that customers know what to ask for and
we hope that eventually know what to look for.” (Roaster 9)

A.2. Cultivate long-term
sourcing relationship

DS builds long-term relationships
with farmers, wherein roasters can

predict quality, volume, price,
and other elements

“Coffee quality—it ideally means that if I found some really amazing coffee from a single, small producer hopefully if we manage that relationship
well we can keep sourcing good quality coffee in years to come.” (Roaster 4)

B. Social Responsibility Roasters believe DS benefits
the farmer

“There’s just not a lot of independent companies left . . . You’ve got (venture capital) money and investors. Companies like Nestle who are buying
water from communities and then selling it back to them. They are buying coffee companies. They aren’t going to take this route. That’s capitalism...
(Roaster 8′s approach) is like the anti-capitalism. Or it’s at least on the opposite spectrum extreme of capitalism. Capitalism is all about making
money. For the people who are at the bottom of the chain thousands of miles away, of any chain they are the folks who get the shit end of the stick.
That’s where the profit is built.” (Roaster 8)

B.1. Increased
farmer income

Roasters believe DS may increase
farmer income

“On the payment side, to make a lot of the stuff happen farmers have to get paid a decent amount where they are not just getting their basic living
needs met, but they have more money to invest back into their farm. It is important for us to pay living wages relative to the economies down there
so they can reinvest back into their farms so that quality can be maintained or increase.” (Roaster 4)

B.2. Increased trust
between farmers

and roasters

Heightened trust sustains
relationship through good and

bad years

“I’ve seen a lot of these market linkages occur for producers and it is really pretty magical because of what it does. I’ve seen that kind of relief.
It’s like finding a good investor if you are a business. This person gets what I’m doing, they want to support me. . . . They understand where
I’m going and I have their support.’ (It is) not without its tension, but I think that is a huge deal.” (Roaster 9)

B.3. Increased
farmer learning

Farmers learn new approaches to
growing and processing coffee

“(The) kind of things we are talking about include risk. Like ‘try this new harvest process, or we want you to try this new variety that is higher
yielding and less susceptible to rust.’ But man, it’s going to produce a beautiful coffee. When we do this, we sometimes facilitate access to the tree
itself. We absorb some of that risk. (There is) agreement that we will purchase coffee from an experiment whether it works on the coffee Table or not
and we will validate, then we will move forward.” (Roaster 2)
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4.1.1. Business Motivations

All roasters deeply engaged in DS stated that DS provides roasters with higher quality coffee
than they would otherwise receive, confirming an earlier finding by MacGregor et al. [6]. According
to these roasters, DS also allows for direct communication, experimentation, long-term relationships,
and opportunities for offering higher prices for quality beans. One roaster suggests that purchasing
coffee from agronomic and processing experiments that do not work (i.e., do not produce the desired
quality or quantity of coffee) provides a sort of insurance for farmers who may otherwise be risk averse.
In addition, purchasing directly from farmers rather than from coffee importers allows roasters more
information on and influence over coffee production and processing.

Importantly, DS helps to facilitate quality segmentation at the farm level. This involves dividing
coffee into multiple tiers and paying different prices for each segment rather than mixing them and
paying a single price. It allows roasters to receive higher quality coffee, and farmers to receive higher
margins. Several roasters see quality segmentation as a mutually beneficial arrangement between
them and farmers and key to why DS works. Roaster 2 suggests:

“ . . . We think of coffee as a pyramid . . . Relatively little of the best coffee, and there is a lot
of the worst coffee. The better the coffee is, the less there is available. That scarcity is what
drives the value. I personally believe in segmentation and that is the heart of the (company)
sourcing model. Segmentation with an eye to quality-based differentiation and access to
specialty markets.”

4.1.2. Social Responsibility Motivations

Roasters also source directly because their personal and corporate beliefs encourage them to work
directly with farmers. Roasters describe values related to farmer well-being and believe that DS is
beneficial to farmers by increasing their income, increasing their trust with roasters, and helping them
learn new farming and processing approaches. Of these, roasters most often cite increased farmer
income. Specific mechanisms for increasing income include the ability to market coffee as specialty
grade and improved information about coffee quality and available prices.

Two intensive DS roasters are ambivalent about the effects of DS on farmer income, noting that
high prices do not always translate into higher incomes to farmers. Not all coffee produced by farmers
who sell through a DS arrangement sells for high prices, and their costs of production can increase if
they are changing their production practices to meet roaster quality needs.

Roasters fluctuated between discussing their personal values and describing their company values.
Even though their companies are economically rational, profit-maximizing firms, several roasters state
that they want to treat farmers and other actors along the value chain well even if it would reduce
their company’s bottom line. Roaster 8, for example, sees their sourcing model as differentiating them
from bad “capitalist” companies, who, according to him, exploit farmers while focusing exclusively
on profit.

That roasters use DS despite the numerous challenges associated with it speaks to how important
they view this approach. Difficulties noted by roasters include financial cost, time out of the office,
trouble in accessing consistently high-quality coffee, stress from conflict with farmers with whom they
have close relationships, and the physical strain of frequent traveling.

4.2. Motivations to Communicate Sourcing Practices to Customers (Inclusive of Using the DT Label)

Table 4 displays the main results for our second research question about what motivates coffee
roasters to communicate sourcing practices to their customers. Roasters generally believe that doing so
is important both extrinsically (e.g., they think sharing it will help sales) and intrinsically (e.g., they want
to tell compelling stories about sourcing for personal reasons).
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Table 4. Motivations to Communicate Sourcing Practices.

Motivation Description Illustrative Quotation

A. Increased sales
and/or prices

Roasters believe that customers
would buy and/or pay more for

coffee if they knew more
about sourcing

“We have developed these fabulously complex and rich
sourcing models and it is sometimes frustrating that just
at a time when there is so much discourse in food... and
our chefs are rock stars and sourcing and seasonality and
local is all ascendant in food culture. That’s what we’ve
been about in Direct Trade for 15 years. Sometimes we
wish it would resonate more. Wish people would see
that everything they are celebrating in some ways we

feel like—‘hey we have been talking about this for a long
time.’ In that sense—would people buy more if they
knew more about it? If you look at the way people

respond to restaurants . . . Yeah, this is also going into
their coffee. I would think they would be more excited

about it.” (Roaster 2)

B. Increased customer
understanding

Roasters think that most
customers do not understand how

coffee is sourced; sharing
information with them would help
solve this problem, which in turn

could drive sales

“I think that a lot of times, even educated coffee drinkers
might make a bit of a mistake and not really

understanding the structure in which the coffee is grown
and sold. A lot of people just assume that it is one person
on a small family farm—maybe the structure you would

see on small family farms in the US. But . . . the way
a farm looks might be totally different depending on

(whether it is) a coop in Rwanda or a two hectare farm in
Honduras.” (Roaster 4)

C. Intrinsic value in
sharing with customers

Roasters care about sharing
information for individual

values-based reasons

“We appreciate those things. appreciate working with
coops like Dakunde Kawa, (a) majority female run coop.

So we like those stories. It is hard for me to really see
how people respond to it. That’s more just a personal

choice to make selections like that. It is hard to say what
the impact is on sales.” (Roaster 11)

Roasters think critically about how they communicate about sourcing. Many believe that their
customers are generally uninformed about sourcing, and that they would more accurately perceive
the value of their coffee if they understood more about its sourcing. If DS really does help farmers,
then getting customers this information is important. This is a rationale for using the DT label;
it provides information that would be difficult otherwise to share with customers (who might not
know much about coffee sourcing).

As noted, many roasters believe that customers would buy more if they understood the ethics and
work that have gone into directly sourcing coffee. The only roaster who said that customers would not
buy more is Roaster 7, who uses the DT label but does not use DS practices.

4.3. Motivation Not to Use the DT Label, Despite Using DS Practices

Table 5 displays the main results for our third research question about what motivates coffee roasters
to not use the DT label even when using DS practices. The DT label was designed to provide information
to customers about sourcing practices. If effective, it should convey to customers valuable information
that shapes their views about a roaster and their subsequent purchasing behavior. Yet, many roasters who
practice DS do not use the DT label, use it inconsistently, or see considerable challenges with it. Interviewees
(both those who use the label and those who do not) conveyed three major problems with the DT label:
(1) it is unclear; (2) it is unnecessary; and (3) it is devalued by free riders.

Table 5. Reasons Not to Label DT or Challenges with the DT Label.

Reason Description Illustrative Quotation

A. DT label is unclear The label’s definition is not clear;
standards differ across roasters

“I think each roaster just makes up their own set of
qualifications. Is it you toured the farm with an importer
and took some photos and you shook the farmer’s hand
and you signed the contract for the coffee? Some people

might call that direct. I don’t necessarily think that is
especially direct.” (Roaster 5)
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Table 5. Cont.

Reason Description Illustrative Quotation

B. DT label
is unnecessary

The label is not necessary to the
roaster because customers do not
understand and/or care or because

the roaster has other ways
of communicating

“We have been around for 25 years—we have had
producers...relationships with producers for a number of
years. I don’t feel like as a company we have ever had to
jump on a bandwagon to distinguish ourselves. People

ask questions and they want to know we have the
relationships to show them. But it is not like we feel like

we have to use a term that doesn’t have a descriptive
position.” (Roaster 6)

C. Free riders devalue
DT label

Roasters who do not source
directly still use the DT label,

reducing its value

“I just think that a lot of people buy coffee third party
that is . . . they aren’t actually purchasing it directly.

There is someone handling all of it and they call that
Direct Trade . . . I think in certain cases it is definitely not.

Sometimes I can just tell based on . . . let me give you
an example. If you are buying from a broker, you are

buying a coffee that I know came from a certain place and
they rename it something else to conceal its identity and
then they sell that as Direct Trade. They definitely don’t
know how much the farmer got paid because the broker
doesn’t want to tell them that. I see that a lot.” (Roaster 8)

4.3.1. The DT Label is Unclear

Even though respondents accurately state that there is no official industry definition of DT,
most roasters describe commonly perceived features (e.g., roasters and farmers negotiate price and
quality, visit with farmers, etc.). This may be because early adopters, who were well known to most
interviewees, published their standards. Yet, while most interviewees share a basic understanding of
what DT means, they realize that they cannot force other roasters to abide by it. Five roasters who do
not use the label or use it inconsistently suggest that a lack of clarity is a problem with the DT label.
This lack of a shared, enforceable meaning may erode the DT label’s value. A roaster who moved away
from DT notes,

“It became very murky.(In the) public sphere and usage of that phrase. That terminology
became very clouded. And so this kind of coincided with us focusing more and more on
transparency within our supply chain.” (Roaster 1).

4.3.2. The DT Label is Unnecessary

Roasters provide several reasons for why the DT may be unnecessary. Some do not believe that
their customers care much about sourcing. In addition, some roasters suggest that they have other
ways of communicating about sourcing that they like better. For example, some prefer to tell detailed
stories about the farmers from which they source. Of the four roasters who specifically said that they
did not label because the DT label was not necessary, two practice intensive DS and two practice some
DS. None label DT. In explaining why they do not see the DT label as necessary and what they prefer
to do instead, Roaster 9 says:

“It is not that we sit around and discuss whether this year we need to start using Direct Trade.
Now that the vast majority of our coffees are sourced collaboratively. But we are not having
those conversations. Conversations are more (about) ‘how to do we get people to appreciate
specific coffees?”

Supporting their belief that the label may be unnecessary, most roasters believe that customers do
not understand DT very well. Some roasters who use the DT label think customers have a sense about,
or can infer, what it means. However, others think that most customers probably would misunderstand
what DT means because of their low level of knowledge about coffee. Roasters generally expect that
customers would see DT primarily as an ethical signal and secondarily as a quality signal. Roaster 10,
which uses the DT label, says,
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“I think they think that Direct Trade—it means that I went down there and said ‘we are
deciding on $4 a pound, and you get all that $4 a pound.’ They also think that farmer X is
picking all the coffee and busting his ass day in and day out and they also assume that they
are really poor . . . And it is completely devoid of any influence from the C market. If they
have heard of the C market. Maybe nobody calls it the C market. But devoid of this mythic
evil establishment thing.”

The “C market” refers to coffee futures price, as traded in the New York Coffee, Sugar, and Cocoa
Exchange [51].

4.3.3. Free Riders Harm the DT Label

Four roasters who do not use the DT label believe it is common for others to “free ride” on the
DT label or use the label while not following the practices generally agreed upon as Direct Trade.
In addition, two roasters who inconsistently use DT see this as an issue, and one roaster who continues
to use the label is considering dropping the label for this reason. Finally, one roaster in our sample
(Roaster 7) appears to be free riding the DT label, in that they use the label but not DS practices.
This roaster did not see their labeling as incongruous with their sourcing approach, because they said
the importer they purchased from knew the farmers.

Roasters often discuss concerns about free riding in the context of describing the variety of
practices that they have seen labeled as DT. Roaster 3, which uses the DT label, expresses concern
about doing so in light of the free rider problem:

“Yeah, we are still 100% committed to principles of what we are doing. It is less about the
brand name Direct Trade. I don’t care about that. It is about the process of buying coffee.
We have actually considered changing and rebranding away from Direct Trade. The Direct
Trade words have been co-opted and cheapened.”

Roaster 6, which does not use the DT label, further describes the free rider problem:

“Where I have a problem is with the ease of saying “I do Direct Trade because I went on
an origin trip and I met a producer and I’m buying his coffee every year.” Oh wow, it’s that
simple. Piggybacking on the efforts of companies that put some meat behind it. I do have
some moderate issue with that . . . These companies are doing all these things to show that
what they are calling Direct Trade is really a thing and you’re just riding that train without
putting in the work and the resources. But because you can do that and no one is stopping
you, no one is suing you, “cool, good for you.”

4.4. Other Stakeholder Perspectives on DT and DS

We interviewed three other coffee stakeholders who are experts in the sector and have personal
familiarity with DS and the DT label. The purpose of interviewing them was to gain additional
perspectives on the structure and viability of the DT label from experts who were not roasters and
triangulate their perspectives with findings from interviews with roasters. In this section, we briefly
summarize their perspectives on the issues discussed by roasters. They cannot speak to roasters’
motivations but can provide perspectives on the benefits of sourcing directly and of communicating
sourcing practices to consumers, as well as challenges with the DT label. Stakeholders generally agreed
with, and in some cases added nuance to, roasters’ perceptions about DS and DT.

4.4.1. Benefits for Sourcing Directly

All three stakeholders spoke positively about DS, though less so about the DT label. Two stakeholders
agree with roasters that quality is a primary benefit of DS. One adds that predictability of quality is a benefit.
All stakeholders value the potential social benefits of DS to farmers. While one suggested that they cannot
guarantee that DS increases farmer incomes, they believe that the model is helping farmers.
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4.4.2. Communicate Sourcing Practices to Customers

Two stakeholders agree with roasters that customers likely do not understand DT, but believe that
customers likely see it as an ethical label. One stakeholder suggests that a benefit of a label like DT is
that it is simple, and notes that customers generally do not read long sustainability reports. Echoing
roasters’ concerns about customer perceptions about DT, Stakeholder 2 says:

“Direct Trade is being used a lot. I think it is being used and interpreted by consumers as “Oh good,
you are treating the farmer well and they are getting a good price.” So they are making a lot of
assumptions that you could make safely in the past with Fair Trade documentation.”

4.4.3. Challenges with DT label

These three other stakeholders had concerns about the DT label. Two said the label is not clear;
a third went farther and said the label is meaningless without third-party certification. They also
suggested that there is the possibility for free riding, and that a wide range of practices are labeled DT.
It is important to note that interviews with importers show that they see DT as a threat to their business,
insofar as DS can reduce the role of importers in the value chain. However, there was agreement by
stakeholders about problems with the label. Stakeholder 2 said that: “There is no standard. Like I said,
it’s the same as saying “natural flavoring” or “natural.” It doesn’t mean anything because there are
no standards.”

5. Discussion

5.1. DS Roasters’ Decision-Making Model

Incorporating the above results, Figure 1 presents a path model for explaining DS roasters’
decisions about communicating sourcing to customers and about using or not using the DT label. DS
roasters’ decisions about using or not using the DT label are influenced by their assessment of the
benefits and drawback of the label itself. If roasters express considerable concern about the problems
with the label, then they may forego it entirely, choosing instead to convey to customers the values
inherent in DS practices via other means (e.g., telling stories about their DS relationships with farmers).

Yet, often DS roasters adopt a DT label to communicate their direct sourcing practices.
Such a decision is expected given a neo-institutionalist argument about “mimetic isomorphism” [52].
Briefly, according to this argument, organizations facing uncertain institutional environments (in this
case, roasters in the specialty coffee industry) mimic structures and practices used by more successful
organizations—resulting in organizations becoming more similar to each other over time [52]. In other
words, as early creators of the DT label help to popularize its use in the industry and enhance its
legitimacy in the eyes of customers, other DS roasters are incentivized to also adopt it to increase their
own legitimacy.

Over time, however, problems may emerge. Some roasters—who may use DS only haphazardly
or not at all—may free ride the DT label to gain legitimacy in the industry and among customers.
At the same time, the value or legitimacy of the DT label may be diminished by the “product cycle” of
specialty coffee itself [14,53]. As a sourcing approach goes from being unique and niche to becoming
conventional and mainstream, high-end roasters face pressure to innovate further to continue to
distinguish themselves from competitors. In doing so, high-end roasters may justify the higher prices
for their specialty coffee relative to those for conventional coffee.
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Figure 1. Decision-Making Model for Explaining Why DS Roasters Communicate about DS and
Whether or Not They Use the DT Label.

While some roasters may be free riding the DT label, others may be experimenting with alternative
labels and branding. The preponderance of new sustainable sourcing labels may lead to continued
fragmentation, with consumers becoming less able to distinguish between real and fraudulent
sustainability claims. Such a situation creates a “market for lemons,” where low-quality commodities
drive high-quality commodities out of the market [31]. The DT label will become diminished in the
minds of roasters, with some or many abandoning the label—even those who continue to employ
rigorous DS approaches.

The upshot of all of this is that mimetic isomorphism, free riders, and the product cycle help
explain the movement of small roasters into DT labeling, the subsequent movement of early DS
adopters away from DT labeling, and the incentives for other innovative firms to avoid DT labeling
and instead tell detailed stories about their DS approach and practices.
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5.2. Possible Solutions: Third-Party Certification and Shared Self-Certification Standards

Specialty roasters see value in customers knowing about their sourcing practices. It is also possible,
though not proven, that the DS model in specialty coffee improves farmer incomes. Because of the
non-credence qualities of DS coffee (high quality, unique origins, etc.), it is possible that roasters
will continue to purchase DS coffee and deliver benefits to farmers even if the DT label goes away.
However, if roasters are correct that customers would buy more or pay more for DS coffee if they
had more information, roasters may be missing opportunities to expand DS activities and provide
the social benefits described by these activities. Studies on the effects of sharing sourcing information
with customers suggest that it can be effective in increasing the perceived value of food products,
which supports roasters’ beliefs about customer knowledge [13,54,55]. The lack of an agreed upon
label also means that consumers do not have a way of determining which coffee companies’ claims to
believe, and the burden of verification now falls on consumers [6]. From an efficiency perspective,
the high costs of information about sourcing processes might produce an inefficiently low volume of DS
coffee on the market and an inefficiently high volume of conventional coffee [32]. If there are benefits of
DS for low income farmers, this could also hamper farmers’ abilities to increase their incomes through
long-term partnership with roasters.

Might a certification system help ameliorate these challenges? Given the structure of DT—
a top-down sustainability label shared by numerous companies—we explore two possible ways of
dealing with the label’s credence qualities: (1) third-party certification and (2) an agreed upon industry
standard that roasters use to self-certify.

Third-party certifications are common for sustainability standards and can be effective in verifying
the credence qualities of goods [22]. We asked roasters in our sample about whether they supported
third-party certification for DT; seven roasters supported the idea. They agree that it might provide
a clear definition of DT and also might increase the costs of free riding. However, two respondents
express concern that a third-party certification scheme could be costly and might not substantially
aid farmers, either because farmers might need to pay for certification or because the benefits of
certification might accrue more to roasters than to farmers. Two other roasters also worry that such
a scheme might produce a “least common denominator” standard that many could reach, but which
would be less strict than their current sourcing approaches. These roasters suggest that their rigorous
standards would be difficult for many other roasters to implement, implying that a scalable third-party
certification scheme would necessarily be much less rigorous.

One reason that a third-party DT certification system has not emerged may be the lack of
an interest group advocating for it, as noted by Roaster 6. The DT label is supply-driven [12,18] and not
“demand-driven.” For the latter, there often is an external interest group advocating for sustainability
standards. While most respondents favor third-party DT certification, it is unclear whether they are
concerned enough to invest in developing such a certification. This represents a collective action
problem, in which all roasters who use DS practices could benefit from external verification, but it is
not in any one company’s interest to take the lead in organizing (and paying for) a third-party verified
standard. However, it may be possible to develop a third-party verification system if the costs of
creating such a standard are lower than the losses DS roasters might incur if customers do not trust
their sourcing claims.

If a third-party certification system is preventatively costly, there may be an alternative standards
scheme that would be stronger than the status quo, but would be less costly (and weaker) than
third-party certification. With this alternative, a group of roasters would agree on shared standards,
which then could be published on the websites of any company that wants to use the DT label. Such
a DT standard system would entail self-labeling, but with the standard formalized by a consortium
of companies rather than by a single company. This approach would be similar to second-party
certification, which as Raynolds, et al. (2007, p. 149) note “involve(s) industry associations. establishing
standards or verifying compliance” [16]. While it could be overly expensive for roasters to monitor each
other to ensure they are doing what they say, simply having to agree to shared standards might create
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a barrier to entry for companies that do not source directly. This approach also could provide customers
with more information about what DT means, even if they are unable to verify that each roaster
using the label does what they claim. Standards could take inspiration from an existing standards
approach, such as Intelligentsia’s Direct Trade standards or illy caffe’s Responsible Supply Chain
Process, which includes direct sourcing as part of a holistic sustainability standards approach [21,56].
Longoni and Luzzini credit illy’s Responsible Supply Chain Process with developing social capital
along the coffee value chain, and thereby using a DS model to empower farmers [56].

Little research has focused on uncertified standards arrangements between agricultural firms,
though studies have described varying degrees of success in environmental self-regulation [57,58].
Examples in agricultural commodities may be uncommon because of the high likelihood of free riding
when there is nobody verifying claims regarding sustainability practices and when numerous firms
work in diverse locations and cannot easily observe each other [59]. In the case of DT, an uncertified
standards system would be a second-best option compared to third-party certification, because free
riding would be easier. However, given that the status quo is no shared definition or certification,
an agreement on a DT definition and standards by roasters could be a step toward a label that provides
useful information about sourcing to consumers in the long term.

5.3. Limitations and Future Research

There are some limitations to this study, which relate to how the findings should be interpreted.
First, there is no registry of DT roasters and it is impossible to know exactly how many roasters use
the label. Even harder is identifying roasters who use DS approaches but do not label—as noted,
the sourcing practices of non-labeling roasters are difficult to ascertain. Also, for this study, we only
work with US roasters. Thus, we must be cautious about the extent to which we can extrapolate results
to the US specialty coffee industry, or even US roasters who use DS practices.

Second, this paper describes roaster perceptions of both their motivations and the impact of their
sourcing decisions. This is especially important as it relates to two issues: the impact of DS practices
on farmer incomes and well-being, as well as customer knowledge of and demand for DT coffee.
It is important to study both whether existing DS practices (whether or not they are labeling DT) are
effective, and under what circumstances they might be effective.

In addition, though there have been several studies on customer demand for sustainable coffee
more generally [13,60,61], to our knowledge no studies have focused on demand for DT coffee. Analysis
of customer demand for DT coffee can shed light on an important issue related to how viable the
DT label is in the long term as a sustainability label. An important question is whether Fair Trade
and DT are competing sustainability labels or if they attract different customer bases. If they are
competing labels, losing the DT label would be less of a problem. Ethical consumers could instead
buy Fair Trade coffee, which guarantees a minimum price and price premiums, and consumers who
want high-quality micro-lots might end up buying DS coffee because they enjoy the flavor. However,
if there are consumers who specifically value the DS structure—perhaps for a combination of ethical
considerations and quality—losing the DT label may reduce their ability to purchase their preferred
coffee and reduce the incentive for roasters to source directly. In short, additional analysis is needed to
explore the relationship between DT consumers and their coffee.

6. Conclusions

We explored specialty coffee roasters’ motivations to (a) source coffee directly from farmers,
(b) communicate about their sourcing practices, and (c) use or not use the DT label. We found that
roasters source directly from farmers primarily for business reasons, but also for their ethical concern
for farmers’ well-being. Further, we found that roasters communicate their sourcing practices to
customers for several reasons, which range from extrinsic motivations (e.g., the potential for greater
profit via increased sales and/or prices) to more intrinsic motivations (e.g., a desire to share the value
of their work with customers). Finally, we found that roasters’ concerns about the DT label’s clarity
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and necessity and about free riders heighten disenchantment with the label and increase the likelihood
that roasters will not use it.

There currently exists no third-party DT certification scheme to address challenges with definitions,
compliance, and free riders. While such a scheme—which is not without its weaknesses—may be
desired, one is unlikely to emerge in the near future due to the lack of an independent advocacy
organization invested in its creation. In its stead, one potential alternative to the status quo is the
creation of something akin to the second-party certification of DT self-labeling. This would convey
considerable DT information to customers while also reducing the likelihood of free riders.
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