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The Juan Francisco Project – Costco and CIAT’s exploration of 
Guatemalan green beans 
Case Authors: Jason Jay, MIT Sloan School of Management; Mark Lundy, CIAT 
 

An Unusual Gathering 
 
It is January 8, 2007, in the town of Antigua, Guatemala.  In a large outdoor chapel called the 
Casa Santa Domingo, amidst the ruins of an old convent, two dozen people sit on chairs arranged 
in a circle.  Among them are representatives from each link in a value chain, one that carries 
French-style green beans from the Guatemalan soil to produce shelves in Costco stores across 
North America.  The participants have just come from a Catholic mass honoring the life and 
death of Juan Francisco Garcia Comparini; he was a beloved member of the Santiago community 
and son of Tulio Garcia, the head of the Cuatro Pinos cooperative that prepares the green beans 
for export.  Juan Francisco is also the namesake of this gathering and project.   
 
Each person gets a turn to speak uninterrupted, following the Native American tradition of the 
Peacemaking Circle.  Farmers from the area are represented by elected officials from the Cuatro 
Pinos cooperative.  The cooperative itself is represented by Tulio Garcia and his family, whose 
leadership and contribution to rural development has been recognized by the UN Food and 
Agriculture Organization.  Their buyer is next – Bob Hana from the Los Angeles Salad Company 
– who imports and markets the beans with their brand in the United States, and provides 
technical assistance to Cuatro Pinos.  Finally there are three people from Costco: Sheri Flies, 
former corporate counsel and now working in the buying organization; Frank Padilla, head of 
buying for Costco’s produce division; and Dale Hollingsworth, the person who buys the beans 
everyday. 
 
Sitting with these representatives of the supply chain is Mark Lundy from CIAT, a non-profit 
international agricultural research center focused on reducing hunger and poverty and preserving 
natural resources in developing countries.  With the support of the Sustainable Food Lab, Lundy 
has recently completed a detailed report on the French bean supply chain.  It describes the 
services contributed by each player, the prices and revenues they receive, and the impact on rural 
poverty in Guatemala.  The purpose of this gathering – a supply chain summit – is to review and 
make sense of his findings, in an effort to collaboratively improve the sustainability of the supply 
chain and the livelihoods it provides. 
 
Following this summit, the group boards Jeeps for a six hour drive into the Department of 
Quiche in the Guatemalan highlands.  There, in a clearing shaded by pine trees, over a slow-
cooked soup prepared by women in the community, the American buyers encounter the ultimate 
link in the supply chain. An indigenous farmer, speaking Quiché that is translated into Spanish 
and then English, describes the impact of French bean export on her family.  In addition to 
schooling and shoes for her children, the income means that her husband no longer leaves home 
for months at a time to do migrant labor in the sugar cane fields.  This encounter strikes a deep 
chord, and conversations begin about how to further contribute to these farmers’ sustainable 
livelihoods. 
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Origins 
 
To understand the events that brought this group together, we must turn the clock back two 
years, to April, 2005.  Sheri Flies, corporate counsel for Costco, has flown to Salsburg, Austria 
for her first meeting with the Sustainable Food Lab.  There she joins a consortium of companies 
and NGO’s seeking to improve the social, economic, and environmental sustainability of global 
food production.  At the meeting, she encounters Mark Lundy, who facilitates a discussion 
between her and and Carlos Vargas from Oxfam Great Britain about possible product links 
between Oxfam and Costco.  In the conversation, a number of questions arise – not only about 
new product offerings (such as Fairtrade produce) but about Costco’s existing value chains.  
Having worked on writing Costco’s Vendor Code of Conduct after visiting Viet Nam, Flies was 
acutely aware of the poverty that can be endemic even with revenues from global trade.  She 
starts to wonder whether Costco’s ultimate suppliers are getting a fair price, and whether 
children of farmers are getting adequate care.  Through her conversations with Lundy and others, 
she learns about the method of participatory analysis of value chain impacts in developing 
countries.  This seems a viable route toward exploring an answer. 
 
Upon her return, Sheri begins to scout around Costco for a value chain amenable to an impact 
analysis.  Word of her quest quickly makes it to the ears of Scott Breckenridge, an assistant 
buyer who overlapped with Sheri in the legal department several years prior.  Scott and the buyer 
he assists, Dale Hollingsworth, are intrigued by the idea – they have recently set up a supply line 
for French beans from Guatemala, and believe it could be a viable site.  In October, 2005, they 
fly to Guatemala with Michael Bendix from Los Angeles Salad Company for a visit to the 
farmers and packing facilities.  The experience is transformative for Dale, who has never seen 
the kind of rural poverty he encounters there.  Scott is similarly moved, and enrolls Michael in 
the idea of doing a joint research project.  On a long jeep ride to a remote farm, they propose the 
idea to Hollingsworth and Tulio Garcia from the Cuatro Pinos cooperative, the main partner in 
Guatemala.  Garcia tentatively agrees.  On a conference call the next day with Sheri Flies and the 
head of LA Salad, Bob Hana, the key partners decide to give it a try. 
 
Following this tentative decision, however, there was still some distance to travel.  A value chain 
analysis would mean a tremendous degree of transparency – a willingness of the companies 
involved to open their books, expose their revenue and cost structure, and justify their share of 
the profits in the value chain.  Only then could they answer the core question: are indigenous 
farmers getting a fair price for their product, and one that fosters a sustainable improvement in 
their lives?  This kind of transparency, however, carries tremendous risks.  Would Costco use the 
information about the value chain to squeeze out the “middle men”, in this case LA Salad and 
perhaps even Cuatro Pinos?  Would these companies be able to conduct an honest, objective 
assessment of the social, economic, and environmental impacts of French bean farming?  Would 
information about the businesses leak to competitors in the French bean business in Guatemala, 
Mexico, and the United States?   
 
The project seems to owe its successful completion to three key moves that overcame these 
hurdles.  The first was the naming and dedication of the project, which represented a personal 
connection and a way to build trust and commitment beyond the business logic of the work.  In 
January, 2006, Tulio Garcia and his wife visited Seattle to further discuss the possibility of 
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conducting a joint research project.  Over dinner, in an informal conversation, Tulio shared with 
Sheri his struggles over the death of his son Juan Francisco two years prior.  Sheri resonated 
deeply with his sense of loss, having lost her brother a number of years earlier.  She tentatively 
suggested the idea of dedicating the project to Tulio’s son and christening it the Juan Francisco 
Project. 
 

“I went to the business people and said, ‘If we do this and name it in honor of this man, 
we can never go back.  You can’t name something after someone and then not finish.’  
They looked at me and said, ‘Is that wise?’  And I said, ‘Do you really want to do this or 
not?’  They said it would be a nice gesture to the family…  Two years later the name kept 
me going when it got tough.  I kept thinking, we have to do this for Juan Francisco – we 
can’t let these people down.”   

-Sheri Flies, Costco 
 

Tulio’s family was incredibly moved by the gesture, which cemented their feeling that Costco’s 
heart was in the right place, and that the company was not interested in using the project to 
forward its own narrow business goals. 
 
The second move was the selection of Mark Lundy from CIAT as the NGO partner to conduct 
the analysis.  Mark had been part of Sheri’s initial conversations at the Sustainable Food Lab.  A 
resident of Colombia, he had conducted several analyses of rural poverty in Latin America and 
the impact of agricultural export revenues.  Most importantly, CIAT was seen by the 
Guatemalans as being objective: CIAT is a research center, not an advocacy NGO; they also had 
enough experience and expertise in Latin America without the political commitments that 
longer-standing activist NGO’s had formed in Guatemala.  CIAT was also quick to recognize its 
own limitations – to do field interviews with indigenous Quiche-speaking farmers, it would take 
a specialist anthropologist.  Counterpart International, an American NGO with ties to the 
Sustainable Food Lab, was able to contribute an anthropologist to the project. 
 
The third move was the contractual structure of the Juan Francisco Project, which allayed 
concerns about the confidentiality of the information produced.  A Memorandum of 
Understanding described the governance of the study and the rules for information sharing.  It 
specified a steering committee with representatives from Cuatro Pinos, LA Salad, Costco, CIAT, 
and Counterpart International.  This steering committee would ensure the preservation of four 
tiers of information to be shared among the actors in the supply chain:  

x What is only to be shared between actor and NGO as part of the research process, at the 
NGO’s discretion 

x What can be shared within the steering committee but not more broadly in the 
organizations  

x What can be shared among the participating organizations  
x What can be shared with funders, in this case the Sustainable Food Lab 

 

 
 

Toolkit Cross-Reference: “Memorandum of Understanding”, Page 77 
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Having established these guidelines, the companies were ready to begin, and the two NGO’s 
began their research in the summer of 2006.  Their work proceeded in three phases.  The first 
involved interviews and document review across the entire supply chain to understand the 
volumes of beans moving through different pathways, the prices paid at each stage, and the 
revenue and profits of each player.  This analysis produced a visual picture of the supply chain, 
below, and tabular display of revenue, costs, and profits for each actor in the chain (confidential). 

 

 
 

 
The second phase focused on the Cuatro Pinos cooperative, the services it provided to its 
members, and its overall health as an organization.  The third phase focused on the rural farmers 
themselves, and the ethnographic interviews that sought to understand the impacts of French 
bean farming on the local economy, culture, and family life. 
 
The final report, completed at the end of 2006, gives details about the distribution of benefits and 
the impacts on rural poverty17.  Some highlights: 

x Overall distribution of revenues (not profits): farmers receive 24% of the final sales 
price, Cuatro Pinos 22%, LA Salad 11% and Costco 9 %. An additional 35% of the final 
sales price is shared by all chain actors and covers such things as the settlement account, 
packing, shipping, product degradation and loss at the retail end of the chain.  

x Profits for farmers:  Farmers receive a final benefit of approximately US $ 0.28 per two-
pound bag of product.  These profits are as much as 4 times the $/acre that they get from 
maize production, which is the traditional cultivation. 

                                                 
17 Lundy, M. 2007.  Assessing smallholder participation in the French Bean supply chain in Guatemala.  Cali, 
Colombia: CIAT. 

Toolkit Cross-Reference: “Third Party NGO analysis of value chain”, Page 81 
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x Poverty impacts: In municipalities with higher rates of poverty ($2/day) and extreme 
poverty ($1/day) than their departments in Guatemala (i.e. the poorest of the poor), the 
annual family income from French beans is $1,504, which is $4.12 per day. 

The report also includes a detailed breakdown of the “services” provided by each actor in the 
supply chain, including credit provision to farmers (Cuatro Pinos), technical assistance with 
American food safety standards (LA Salad), risk management (LA Salad and Cuatro Pinos), and 
packaging and marketing for American consumers (LA Salad).  In particular, Lundy uncovered a 
key innovation in the supply chain, which is a reserve fund maintained jointly by Cuatro Pinos 
and LA Salad.  This fund has been set aside from a steady portion of green bean sales to cover a 
range of risks in the supply chain.  It covers technical assistance with food safety and packaging 
upgrading to preempt food safety risks; and it covers farmers’ losses in case of shipping and 
transportation problems, or crop damages from weather and pests.  The fund allows more 
flexible and responsive decision-making than a traditional insurance policy, and serves as a 
critical cushion for subsistence farmers with plots of land no larger than a suburban lawn in the 
USA. 

 
This analysis of services by supply chain actors is intended to provide justification for the margin 
that those actors capture.  In this sense it could serve as a defense against the tendency to 
eliminate intermediaries: such moves might save money in the short term, but cost more in the 
long term because the services must be internalized upstream or downstream.  In the process, 
however, Lundy’s analysis also highlighted just how unusual this supply chain is for Costco, 
because the services are so distributed across the supply chain.  The company’s usual modus 
operandi is to engage with a turnkey supplier in the country of origin who takes a spec sheet and 
an order from Costco and delivers the product.  Those larger scale agribusinesses don’t need as 
much technical assistance or dedicated risk management as the Guatemalan smallholders.  As 
will be discussed below, working with this more complex supply chain has required a certain 
degree of adaptation and accommodation while its capabilities grow.   
 
Upon completion of the report, Costco and LA Salad arranged a visit to Guatemala for a supply 
chain summit to discuss the findings, bringing us back to the beginning of our story.  In 
convening the summit, Sheri and her new colleagues wanted to make sure that each of the 
representatives from the supply chain would have a voice.  Sheri had encountered the 
Peacemaking Circle method through a friend18, and believed it would be a good fit, particularly 
since it originated from Tagish Tlingit Native American traditions not so distant from those of 
the indigenous farmers.  In a Peacemaking Circle, the host poses a question, and then the 
participants pass a talking piece clockwise around the circle, giving each person a chance to 
speak their mind while others listen quietly, or pass until the next round.  It is also a tradition to 
open the circle with a prayer, poem, or other invocation; in this case, Tulio invited a priest into 
the conversation, and the invocation grew into a mass in honor of Juan Francisco. 
                                                 
18 Flies had worked with Molly Baldwin from Roca, the pioneering youth leadership organization in the Boston area.  
Roca employs peacekeeping circles for internal deliberation, with at-risk youth, and with other agencies and 
organizations that impact the lives of youth and their families. 

Toolkit Cross-Reference: “Risk sharing fund”, Page 110 
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Mark Lundy emphasized, based on his experience with other supply chains, that the 
Peacemaking Circle was an important intervention for the summit, even though it slowed down 
the conversation.  First, it was a reversal of the normal power dynamics in global supply chains, 
where big buyers are “captains” and have a strong voice.  For example, it gave technical 
assistants from Cuatro Pinos a chance to talk about the work they do and the challenges they 
encounter, clarifying the important roles for supply chain intermediaries.  It also set the tone for 
the visit to Quiche, in which farmers had the opportunity to talk about their experiences; this 
further clarified the visceral sense in the Americans of the “reach” of the supply chain.  Second, 
it gave the buyers a human face to the farmers, who didn’t know to whom they were selling.  
Finally, it slowed everyone down and forced them to listen to each other’s concerns. 
 
For many in the circle, it was an opportunity to raise issues of trust, and to name their fears that 
others in the supply chain might take advantage of the information they shared.  Frank Padilla, 
the head of produce buying for Costco, emphasized his desire to ensure that money from French 
bean sales was ending up in the right hands, and having the greatest possible impact on rural 
farmers’ livelihoods.  While these concerns have yet to be completely dispelled, the circle 
offered a context to air them and begin an ongoing dialogue across the supply chain. 

Outcomes of the Juan Francisco Project 
 
In addition to Mark Lundy’s reports, there have been presentations about the Juan Francisco 
Project that seek to share the learnings and extend the work.  In 2007 Sheri Flies gave 
presentations to the Society for Organizational Learning and the Sustainable Food Lab.  Frank, 
Sheri, and others have given presentations within Costco, both to an assembly of buyers and 
directly to the CEO, in an effort to enroll more of Costco’s supply chains in a similar process.  
An article about the Project was published in Costco’s newsletter to its member customers, 
emphasizing their commitment to poverty reduction in the developing world.  This case study 
seeks to continue that communication and learning process. 
 
The most significant impacts, however, are occurring within the French bean supply chain itself.  
Most tangible has been the chartering of the Juan Francisco Garcia Comparini Foundation.  
Ultimately, the Foundation will support health care access and educational scholarships for 
workers’ families in Guatemala.  It is intended to target the most vulnerable populations – farm 
and packinghouse workers who participate in Cuatro Pinos’ production but are not co-op 
members.  This Foundation will build upon the legacy of projects already begun by the Cuatro 
Pinos Cooperative, and now overseen by Vanessa Garcia, an English teacher who served as 
translator during the supply chain summit.  These projects include:  

x Community computer labs in Sacatepequez (at Cuatro Pinos headquarters) and the 
smaller village of San Rafael el Arado. 

x A low-cost ophthalmology clinic in remote Uspantan, Quiche, supplied by a government 
hospital and staffed a Nicaraguan doctor. 

x The revitalization of a children’s playground in Sacatepequez, and plans for community 
playgrounds in the smaller surrounding villages.   

Toolkit Cross-Reference: “Peacemaking Circle”, Page 92 
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More extensive work, particularly in the remote green bean farming communities, awaits the 
attainment of non-profit status from the Guatemalan government.  Once the Foundation has been 
more firmly established, funding will come from all of the supply chain actors based on a 
number of dollars per case of product sold.  It will be governed through an on-going auditing, 
monitoring and evaluation system for the poverty impacts of these funds.  In this sense, the 
Foundation is not a charitable contribution, but an additional service provided as part of the 
supply chain.  

 
In addition to this new organization, more subtle shifts in mindsets and business decisions seem 
to have occurred.  For the buyers at Costco, who have developed interpersonal connections with 
their counterparts in LA Salad and Cuatro Pinos, and a greater understanding of the Guatemalan 
context, the Project has changed the way they manage issues in the supply line.  This supply 
chain is not without its problems – from weather-related disruptions of production and transport, 
to USDA and Homeland Security inspection delays at the port in California.  Delays, product 
loss, and price increases have all ensued from the unique challenges of importing from rural 
suppliers in the developing world.  These have come to mean something different in this context, 
however. 
 

This commitment we have with Cuatro Pinos is different than any other way that we do 
business.  We are having to step back and look at the whole situation from a different 
perspective. For example, sometimes we have to look at additional reasons behind why 
they may need a price increase on their end.  It's very unique, and very different…  What 
makes it unique? The people.  This is all about the people.  I know why we are buying this 
product.  We are buying it so that people in indigenous countries, over in Guatemala, are 
improving their lives and educating their children for a better tomorrow.  They are 
getting resources, they are being educated… this is more than just business, this is about 
livelihood.  We must look at it that way. 
                                                            Dale Hollingsworth, Costco buyer   

 
Emphasizing their commitment to the most vulnerable population of remote farmers, Costco has 
also expressed a desire to have their French beans purchased from non-member farms as much as 
possible. 
 
This shift in mindset resulting from the Project is not limited to Costco, however, but extends to 
the NGO involved as well.  
  

This is my first exposure really to the potential of working with large scale buyers to 
effect change that is favorable for small scale producers…  Personally it was very much 
an eye-opener.  I had to deal with my own assumptions, particularly in terms of big box 
retailers, and things like that in the US.  You know, growing up in California, I’m a good 
anti-big box person.  Having to sort of revise a lot of how these systems work and how 
modern retail functions… and begin to have a much clearer understanding that these 
business organizations that we see as sort of monolithic from the development side of 

Toolkit Cross-Reference: “Collaborative Foundation”, Page 111 
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things are actually a collection of people, who often times are making the best decisions 
they can with very limited information.  So often times they are facing exactly the same 
kind of constraints that small farmers or farmer associations or NGO’s face.  So for me it 
was very powerful to see that and it brought home the message very clearly that there are 
no good guys and there are no bad guys.  We are all in the same system and we are all 
operating under constraints, particularly information constraints.  And that negatively 
affects how the whole system performs.   
      Mark Lundy, CIAT 

 
Based on this insight, Mark is eager to further explore the possibility of collaborating with large 
retail chains.  He believes that efforts like the Juan Francisco Project might be able to “pull” 
inclusivity and sustainability through supply chains.  Most research on large retail chains, by 
contrast, highlights their exclusionary effects in developing countries, where “pushing” standards 
and requirements increases transaction costs beyond what small scale producers can handle.  The 
Juan Francisco Project represents a potential paradigm shift that merits further experimentation. 

Remaining challenges and questions 
 
The Juan Francisco Project is a clear success story about cultivating partnerships and “seeing the 
system” through a mix of analytical and relational means.  It has generated shifts in attitudes and 
mental models, and there are moves to establish a new organizational structure – the Foundation 
– to support ongoing collaboration and support for farmers.  When it comes to 
institutionalization, however, and the sustainability of the effort itself, there are critical questions 
to be resolved at several levels.  These questions are not unique to this supply chain, but 
illuminate more general issues in value chain innovations of this type. 
 
The first level is the Project itself, and its continuation through the Juan Francisco Garcia 
Comparini Foundation.  Although the supply chain actors have agreed, in principle, to set aside a 
number of dollars per case of product sold, this process has not yet begun as of the writing of this 
case study.  Negotiating with the Guatemalan Ministry of Governance, and securing non-profit 
status, has created an initial delay of almost a year.  That status is a prerequisite for Costco’s 
participation, along with a rigorous auditing infrastructure, and the company is eagerly awaiting 
its creation.  In the interim, some projects like the computer labs, ophthalmology clinic, and 
playground will continue, but these are managed by Cuatro Pinos as well as the Foundation.  Do 
the challenges with the Ministry foreshadow any further obstacles to upgrading the value chain?  
What analogous barriers exist for similar attempts in other contexts?  Once the Foundation is set 
up, what additional challenges and lessons might lie ahead in collaboratively managing the 
funds, and ensuring that money is getting to the farmers in greatest need? 
 
The second level is the companies involved, and internal pressures that could threaten the 
partnerships.  Among these is Costco’s own internal momentum to improve profitability and 
lower prices by removing intermediaries from their supply chains.  Frank Padilla, head of 
produce buying on a global basis for Costco, was candid about this tension.  His participation in 
the supply chain summit yielded two lessons.  The first was the importance of French bean 
production to poor Guatemalan farmers, making Padilla an ardent but vigilant supporter of the 
Foundation and its ability to get money to people in need.  The second lesson, however, was that 
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this supply chain is “unbelievably convoluted” relative to the usual modus operandi in Padilla’s 
division and Costco more broadly.  
 

Costco is used to going to find somebody… if you make t-shirts or blouses, we just go to 
the person who is at the factory and we design it and we give them the colors and the 
quality and the thickness and tell them how to make it, and we pay a price for it, and 
that’s it.   This has so many links and connections to it, it’s just ridiculous… Those 
individual farmers I described to you, there is no way that on their own they have the 
infrastructure to get product not only grown, but packed, cooled, shipped, you know, 
moving all the way on their own.  They need a lot of help, a lot of help, to get that 
moving.  So, what would I like to see?  I wish I could coordinate all 1800 growers or 
however many there are myself, but I can’t… Most growers we deal with usually have 
large infrastructure in land and volume, and we teach them how to get bigger and more 
efficient and grow the business. 
       -Frank Padilla, Costco 
 

Here we see the traditional mechanism of large retailers gravitating toward (and actively 
cultivating) large agribusiness partners in the developing world.  Those businesses are “modular” 
or “turnkey” suppliers who do not need intermediaries to provide technical assistance, and can 
offer their own brand or sell product into Costco’s private-label Kirkland brand.  How can 
Costco manage the internal drive to simplify supply chains while maintaining their commitment 
to Guatemalan farmers and the spirit of the Project?  This is one of the pivotal questions of this 
whole case – how can large scale, price-driven modern retailers integrate their businesses with 
the world’s poor? 
 
Surrounding and enhancing this organizational pressure is the market pressure on the supply 
chain as a whole.  French beans have enjoyed rapid growth in customer demand.   These beans 
are increasingly being seen as a high value, center-of-plate item by chefs in home, restaurant, and 
food service contexts.  Given the need for large-scale production to meet this demand, the Cuatro 
Pinos supply chain faces dual challenges of reliability and volume when sourcing from remote 
smallholders.  While these challenges are being overcome, LA Salad and Costco will be under 
increasing pressure to cultivate alternative lines of supply.  LA Salad has invested in farms in the 
relatively more developed context of Mexico, and Costco buys French beans from Alpine Fresh; 
both of these producers compete directly with Cuatro Pinos.  In this context, buyers like Dale 
Hollingsworth operate amid increasing tensions between demand from customers and their 
desire to maintain trust and steady income for the Guatemalan producers.  These tensions are 
visible in the output of the Juan Francisco Project itself: it is significant that the map of the 
supply chain in Lundy’s report is a strictly “feed forward” view from the specific Guatemalan 
farmers to Costco.  It does not include the volumes or percentages of beans coming from 
alternative suppliers to Costco and LA Salad.  These numbers were not disclosed by the 
participating organizations because they revealed too much about the competitive landscape.  
How can the organizations cultivate and maintain multiple lines of supply while sustaining trust 
in each of them? 
 
Going forward, sustained transparency is likely to be the key to surmounting these challenges in 
the French bean supply chain.  This includes communicating throughout the chain about these 
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challenging issues: management and distribution of funds in the Foundation; Costco’s desired 
trajectory for simplifying the supply chain; and Costco and LA Salad’s cultivation of alternative 
lines of supply.  Tremendous steps have been taken through the Juan Francisco Project to share 
information about organizational processes and performance at a single moment in time.  It 
remains to be seen, however, what mechanism – for example regular studies and summits, IT 
systems, etc. – will allow that transparency to continue in the future.  Once again, this touches on 
a more general question – how can supply chain actors create sustained transparency and 
collaboration while grappling with competitive pressures? 
 
As these challenges are faced and overcome in the French bean supply chain, the next stage of 
challenges will be the replication and scaling of similar approaches in other supply chains.  
Within Costco, there are two potential hurdles to overcome.  The first is that the Juan Francisco 
Project has clearly drawn its strength from the personal connections and shared experience 
enjoyed through visits to Guatemala, collaborative research, and the supply chain summit.  That 
strength is also a risk, however, in that it relies on the individuals involved.  The Costco buyers 
who participated, for example, commented that others in their department don’t always 
understand the meaning and importance of Guatemala and the Juan Francisco Project.  If one of 
those colleagues were to take over management of French beans, sustaining the commitment 
might take a renewal of the insights and connection.  By contrast, supply chain approaches that 
depend on more institutional mechanisms like certification might be more resilient to changes in 
personnel – this remains to be seen.  What are the routes to institutionalizing Costco’s 
commitment to the spirit of the Juan Francisco Project? 
 
The second hurdle to scaling within Costco will be about how best to communicate and frame 
the company’s commitments to sustainability, in order to enroll more employee participation and 
customer enthusiasm.  For example, when the Project was presented at a national meeting of 
Costco buyers, it appeared alongside a number of environmental sustainability projects targeted 
at packaging waste and energy efficiency.  Yet these initiatives were not integrated beforehand 
and several defined sustainability independently.  In this context, the relative lack of emphasis on 
environmental impacts of green bean farming might make the Juan Francisco Project seem 
unrelated and thus hindered in competing for buyers’ mindshare.  With customers, there is a 
similar challenge, in that Costco intentionally has not publicized its sustainability programs and 
initiatives because Costco believes that sustainability should be an embedded buying function 
and not a marketing tool.  This stands in sharp contrast to Wal-Mart and its Sam’s Club chain 
(Costco’s major competitor), which has undertaken a highly publicized sustainability campaign.  
That campaign even includes a $2.2 million investment in capacity building among rural farmers 
in Guatemala, in partnership with MercyCorps and USAID.19  How can Costco tell the story of 
the Juan Francisco Project in a way that conveys both its significance to the people involved and 
its role in a larger trajectory of work on sustainability? 
 
Fortunately, Costco is blessed with skilled and dedicated champions, such as Sheri Flies, for 
whom these challenges have become a key motivator.  In January, 2007 Flies made a major 
career shift, transferring from her position as Corporate Counsel to a position in Costco’s buying 
organization where she is responsible for billions in sales.  Through this position she hopes to 
understand the day to day business constraints of buyers, gain further credibility in the company, 
                                                 
19 http://walmartstores.com/FactsNews/NewsRoom/8024.aspx 
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and effect change from within the core business.  In this capacity, she has helped begin 
conversations in other supply chains, such as cashews and shrimp, about conducting similar 
value chain inquiries and improvements.  Through these initiatives, and Costco’s ongoing 
participation in the Sustainable Food Lab, Flies hopes to expand the circle of inquiry and impact.   
 
In parallel, Mark Lundy at CIAT is bringing his experience of the Project to other contexts as 
well, from his perspective as an outside researcher.  Lundy facilitates a network of nineteen 
NGO’s in four Latin American countries, and is encouraging a paradigm shift – rather than 
pushing change from the farm, might it be possible to pull change from socially responsible 
buyers?  The action research he conducts will hopefully provide additional answers to this 
critical question that underlies the Juan Francisco Project.   
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Tools & Methods for Partnering 
 
Memorandum of Understanding  
   
Tags and keywords: Convening, governance, partnering, boundaries, documents 
 
Context:  Engagement across organizations in a value chain, and/or between an NGO and value 
chain actors. 
 
Description:  In the early stages of a partnership across organizations in a value chain, there can 
be a great deal of uncertainty and ambiguity.  There may be a general understanding of why and 
how to work together, but important details may be unclear.  This lack of clarity can be a barrier 
to the development of trust, which is critical to successful collaboration.  For example, what are 
the goals?  What is the scope and timeline of activity?  What personnel and resources are needed 
from the organizations?  How will joint activities be governed?  What are the guidelines for 
confidentiality and information sharing among the partners and beyond?     
 
Drafting a Memorandum of Understanding can be critical in setting the “container” for a trusting 
and effective relationship, for three reasons.  First, the content of the document can clarify some 
of the initial ambiguities by preliminarily defining the goals, scope, timeline, resources, and 
governance for the partnership; this sets the stage for common language and routines among the 
people involved.  Second, the MoU’s existence as a quasi-legal document allows people to refer 
back in case any disputes arise.  The artifact provides for some basic assurance and 
accountability, an intermediate step on the way to trust.  Finally, the process of drafting and 
committing to the document can be important in building trust – it may be the first shared 
endeavor and product to come out of two partners’ collaboration. 
 
The particular content of the MoU will depend on the nature of the relationship and activities 
among the organizations.  A few points are worth considering, however: 

x There is no template – the process of drafting the document should be a process of 
clarifying intent and boundaries among the authors, and developing a common language.   

x An MoU is what economists would call an “incomplete contract”.  It defines the spirit 
and ground rules of the engagement, and specifies commitments by each party, but it 
recognizes the open-ended nature of inquiry and innovation.  For this reason it can be 
valuable to specify a governance body (e.g. with representatives from each organization) 
to handle unforeseeable issues and reshape the MoU if necessary. 

x While some involvement of legal staff may be unavoidable in reviewing the document, 
the basic text should come from the people most directly involved in managing the 
relationship. 

 
Example of Application: 
Costco imports French-style green beans from Guatemala, which move through the Cuatro Pinos 
cooperative, and the Los Angeles Salad Company.  To understand the impacts of green bean 
revenues on indigenous Guatemalan farmers, these organizations wanted to engage CIAT – a 
third party NGO – to conduct a value chain study.  In the first phase of the partnership across 
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these four organizations, a preliminary sense of agreement was developed through one-on-one 
conversations.  Some concerns, however, particularly about information sharing around the 
study, still remained.  To assuage these concerns, the organizations worked together to draft a 
Memorandum of Understanding that defined the goals, scope, timeline, resources, governance, 
and information sharing guidelines for the project.  It specified a steering committee with 
specific representatives from each of the organizations and gave that committee the authority to 
define four tiers of information: 

x What is only to be shared between actor and NGO  
x What can be shared within steering committee but not more broadly in the organizations  
x What can be shared among the participating organizations  
x What can be shared with wider audiences  

 
Although it took a few months to get the MoU signed, it provided the operating framework 
within which the Juan Francisco Project could proceed.  
 
Additional Documents about this tool/method:  
Mark Lundy Summary Report of the Juan Francisco Project: French_bean_summary_Final.pdf 
 
Links to other tools, methods, cases:   
Juan Francisco Project case, Page 57  
3rd party NGO analysis of value chain, Page 81 
 
Contacts for further information: 
Mark Lundy, CIAT 
Sheri Flies, Costco 
Jason Jay, MIT 
Don Seville, SFL 
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Tools & Methods for Seeing the System 
   
Third-party NGO analysis of value chain  
   
Tags and keywords: Strategy, Seeing the system, analysis, NGO partnership, transparency, 
information 
 
Context:  "Juan Francisco Project" - Inquiry into French green bean supply chain originating in 
Guatemalan and ending with Costco; CIAT and Counterpart International as NGO third parties 
 
Description:  To help gain greater visibility on the social, economic, and environmental impacts 
of a value chain, it can be valuable to enlist the support of a third party - an NGO or research 
organization - whose job is to gather and analyze data and provide an "objective" analysis.  There 
are two elements of this: Process and Product.  
 
Process:  The biggest challenge in this process is building trust and transparency to allow 
information sharing.  Methods for doing so include: 
 

x Laying the groundwork through one on one relationship building (including mutual face 
to face visits) among key decision makers in the value chain  

x Selection of third party with regional expertise, analytical capability, and seen as an 
honest broker by all involved 

x Drafting a Memorandum of Understanding with clear policies about governance and 
information sharing during and after the study  

x Formation of a steering committee with representatives of each major actor and the 
involved NGO(s)  

x Designation of tiers of information:  
o What is only to be shared between actor and NGO  
o What can be shared within steering committee but not more broadly in the 

organizations  
o What can be shared among the participating organizations  
o What can be shared with wider audiences  

x Data gathering and analysis from a mix of sources: company records; phone and field 
interviews; field visits and observations 

x Value chain summits at which representatives from across the supply chain review draft 
documents and discuss findings  

x Co-design strategies for improving the supply chain 
 
Products of the analysis might include:  
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x A picture of the product flows through the value chain, such as the one below:  

 
x Descriptions of the services provided by each of the actors in the supply chain (e.g. 

production/processing, technical assistance, market information)  
x Revenue, costs, and an estimate of gross profitability of each actor in the supply chain 

to see if a "fair" distribution of benefits is occurring  
x Direct economic and social impacts of income from value chain on community actors  
x Indirect economic and social impacts of value chain activities 
x Environmental impacts of primary production (soil health, biodiversity, waste, water, 

emissions), transportation, built infrastructure, etc. 
 
Example of Application: 
Researchers from CIAT and Counterpart International conducted a study of the french green 
bean supply chain originating with indigenous farmers in rural Guatemala and proceeding 
through the Cuatro Pinos cooperative, the Los Angeles Salad Company, and Costco.  The 
analysis was conducted using the method described above.  The final document served as focus 
for a supply chain summit in Guatemala, using the "peace circle" method for facilitation and 
ensuring of equal voice for indigenous farmers.  As such this analytical way of "seeing the 
system" was complemented with literally seeing and listening to the people who comprise the 
system.  From this analysis and dialogue, an opportunity was identified to create the "Juan 
Francisco Foundation" to support community development activities.  The Foundation is funded 
through fixed-percentage contributions from the profits of the French beans by the involved 
companies ("collaborative foundation for chain upgrading"). 
 
Additional Documents about this tool/method:  
Mark Lundy Summary Report of the Juan Francisco Project: French_bean_summary_Final.pdf 
Mark Lundy and colleagues give a detailed description of their methodology in "Increasing the 
Competitiveness of Market Chains for Smallholder Producers: A Field Guide": 
market_chain_manual_v2.pdf  
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Links to other tools, methods, cases:   
Juan Francisco Project case 
Peace Circle 
 
Contacts for further information: 
Mark Lundy, CIAT 
Sheri Flies, Costco 
Jason Jay, MIT 
Don Seville, SFL 
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Tools & Methods for Dialogue, Participatory Engagement, and Decision 
Making 

 
Peacemaking Circle 
 
Tags and keywords: Process, dialogue, peacemaking, talking piece, power balance, inquiry  
  
Context:  Originally developed based on council processes employed by the Tagish Tlingit 
people in North America, adopted by Roca Inc. (Boston-area youth development organization), 
then shared with Sheri Flies from Costco, leading to its use in the Juan Francisco Project supply 
chain summit.  
 
Description:  From the Roca�Inc.�web�site --- The circle process is “simple but not easy,” and 
must be experienced to be fully grasped and replicated. There is an intangible quality to circles 
that must be experienced to be understood. However, there are some key structures that help to 
define the circle.  

x The meeting space is the most visible structure. Participants are seated in a circle 
focusing on the center where symbolic objects may be placed to remind participants of 
values shared among those in the circle.  

x A talking piece is used as a way to ensure respect between speakers and listeners. The 
talking piece is passed from person to person within the circle and only the person 
holding the piece may speak.  

x Two “keepers” of the circle have been identified. The keepers guide the participants and 
keep the circle as a safe space. While it is possible to have only one keeper, generally a 
team of two is preferable.  

x Ceremony and ritual are used to create safety and form.  
x Consensus decision making honors the values and principles of peacemaking circles and 

helps participants to stay grounded in them.  
 
Example of Application: 
In the Juan Francisco Project exploring the green bean supply chain from Guatemala to Costco 
stores, the Peacemaking Circle was employed in a "supply chain summit" in 2007. In convening 
the summit, Sheri Flies from Costco and her counterparts wanted to make sure that each of the 
representatives from the supply chain would have a voice.  Flies had encountered the 
Peacemaking Circle method through Molly Baldwin from Roca, and believed it would be a good 
fit, particularly since it originated from Native American traditions not so distant from those of 
the indigenous farmers.  In a Peacemaking Circle, the host or keeper poses a question, and then 
the participants pass a talking piece clockwise around the circle, giving each person a chance to 
speak their mind while others listen quietly, or pass until the next round.  It is also a tradition to 
open the circle with a prayer, poem, or other invocation; in this case, the Guatemalan partner 
Tulio Garcia invited a priest into the conversation, and the invocation grew into a mass in honor 
of Juan Francisco, which then transitioned into the Peacemaking Circle.  
 
Mark Lundy emphasized, based on his experience with other supply chains, that the Peace Circle 
was an important intervention for the summit, even though it slowed down the conversation.  
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First, it was a reversal of the normal power dynamics in global supply chains, where big buyers 
are “captains” and have a strong voice.  For example, it gave technical assistants from Cuatro 
Pinos a chance to talk about the work they do and the challenges they encounter, clarifying the 
important roles for supply chain intermediaries.  Second, it slowed everyone down and forced 
them to listen to each other’s concerns since they only had one opportunity to intervene in each 
cycle.  Finally, it allowed people to think more deeply about what was actually occurring in the 
supply chain as they weren't continually trying to make a point. 
 
Additional Documents about this tool/method:  
Roca Inc.'s peacemaking circles program (they also offer training): 
http://www.rocainc.org/programming_peacemaking.php  
Boston Research Center: http://www.brc21.org/resources/res_circle.html  
Circle Keeper's Manual (Word Document) 
 
Links to other tools, methods, cases:  
Case study - The Juan Francisco Project 
   
Contacts for further information:  
Jason Jay, MIT 
Sheri Flies, Costco  
Mark Lundy, CIAT  
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Section 2: Structural Innovations - changes in infrastructure that 
enable healthy value chains 

Value Chain Structures 
 
Risk sharing fund 
 
Tags and keywords:  Value chain innovation, risk management, weather, poverty, 
institutionalization, structure 
 
Context:  Identified as an innovation by Los Angeles Salad Company and the Cuatro Pinos 
cooperative in the supply chain for green beans going from Guatemalan farms to Costco stores in 
North America. 
 
Description:  There are at least two measures of equity and fairness in global supply chains.  
The first is income - what percentage of the final sale price and profit ends up with producers in 
countries of origin?  The second is risk - when those prices fluctuate due to changes in consumer 
demand and competitive supply, or product is lost in transport, who bears the risk?  During down 
times, the absence of a safety cushion can mean starvation in a developing country of origin, 
while large-scale distributors and retailers merely suffer a dip in stock price.  Risk management 
mechanisms can therefore be critical to ensure the equity and sustainability of supply chains, by 
ensuring payment to low-income producers even when product is lost due to exogenous events.  
 
A risk sharing fund provides that safety cushion, offering an alternative to third party insurance 
or government subsidy and relief payments when such mechanisms are not available or 
appropriate.  Contributions to the fund come from supply chain actors as a percentage of revenue 
during periods of steady sales.  When payments to producers must occur without revenues 
(because product is lost in the middle of the chain), or when producers' credit defaults and must 
be written off because of climate conditions that undermine production, money for these losses 
are drawn from the risk sharing fund. 
 
Example of Application:  Los Angeles Salad Company, an American produce importer, and 
Cuatro Pinos, a farming cooperative in Guatemala, created a settlement account that serves as a 
risk sharing fund.  Together the two companies contribute 10% of the sales price of each box of 
French bean into a jointly managed fund to cover unforeseen difficulties.   Items covered by this 
account include quality control in Guatemala, support travel, insurance, quality assurance in 
Miami, write-offs for damaged or rejected product, write-offs for lost product, air freight and 
promotions, and demos sold off invoice.  The fund essentially ensures payment to farmers even 
when product is lost, and has also be used to write off loans from Cuatro Pinos to farmers after 
Hurricane Stan when production was impossible. 
 
Additional Documents about this tool/method:  
Mark Lundy, "Assessing Smallholder Participation in the French bean supply chain in 
Guatemala" 
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Links to other tools, methods, cases: 
Case study - Juan Francisco Project 
 
Contacts for further information:  
Bob Hana, Los Angeles Salad Company  
Mark Lundy, CIAT  
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Collaborative Foundation for chain upgrading 
 
Tags and keywords:  value chain innovation, foundation, revenue, upgrading, development, 
capability, technical assistance, institutionalization, structure 
 
Context:  Generalization of idea for Juan Francisco Garcia Comparini Foundation, which was 
designed to provide support for rural Guatemalan farming communities, and funded by chain 
actors' contributions from green bean revenues. 
 
Description: A collaborative foundation is one that is created, funded, and/or managed jointly 
by members of a supply chain.  Its purpose is to provide for the development and upgrading of 
the chain as a whole, including poverty alleviation and ecological improvement in stakeholder 
communities, and for proactively avoiding or mitigating any risks or deleterious effects (e.g. 
social inequality, ecological changes) of the supply chain's commerce.  Such services are 
particularly valuable in countries of origin where government infrastructure may not be available 
to provide them.  Examples of activities might be provision of health care, education, and 
technical assistance with sustainable agriculture to farmers, their families, and their communities. 
 
Rather than being endowed through a one-time philanthropic donation, a Collaborative 
Foundation is funded through a portion of the revenues from the chain's economic activity.  In 
this sense it is an integral part of the value chain, ensuring the longevity of its services and the 
need for ongoing collaboration among supply chain actors.  Ideally, the Foundation achieves 
non-profit status in its country of operation, which may happen in return for some government 
oversight of its operations and philanthropic mandate.  Governance is through a board of 
directors composed of representatives from the supply chain companies, and can also include 
representatives of the local communities in which it is operating.  Third party auditing, 
monitoring, and impact assessment of funds allocation may also be used as a governance 
mechanism.  
 
Example of Application: 
In the supply chain for LA Salad-branded French beans going from Guatemalan farmers to 
Costco's shelves, the Juan Francisco Comparini Foundation is an example of a collaborative 
foundation.  A mandate for the Foundation was established after a supply chain assessment 
identified opportunities for investment in remote rural farming communities.  The Foundation is 
seeking non-profit status in Guatemala, and will be governed jointly by members of Costco, Los 
Angles Salad Company, and Cuatro Pinos cooperative, the key actors in the supply chain.  The 
Foundation will support health care access and educational scholarships for workers’ families in 
Guatemala.  It targets the most vulnerable populations – farm and packinghouse workers who 
participate in Cuatro Pinos’ production but are not co-op members.  Funding for the Foundation 
will come from all of the supply chain actors, based on a number of dollars per crate of product 
sold that each actor has agreed to contribute.   Once the Foundation has been established, it will 
include an on-going, third party auditing, monitoring and evaluation system impacts of these 
funds on rural poverty. 
 
Additional Documents about this tool/method:  
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Links to other tools, methods, cases: 
Case study - Juan Francisco Project 
 
Contacts for further information:  
Sheri Flies, Costco  
Mark Lundy, CIAT  
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Organizational Structures 
 
Sustainability Manager embedded in buyer group 
 
Tags and keywords:  institutionalizing, leadership, accountability, organizational change, roles 
 
Context:  Generalization of Sheri Flies’ shift at Costco into the buying organization. 
 
Description:  
Over the past two decades, corporations have begun establishing central departments with labels 
such as “corporate responsibility,” “corporate social responsibility,” or “corporate 
sustainability.”  These functional departments, which often bring together personnel from legal, 
Environmental Health and Safety, and public relations disciplines, serve as advisors to line 
business leaders.  The challenge, as with any staff function like HR, IT, Legal, Purchasing, is one 
of limited visibility on line business issues, and limited influence over line managers.   
 
When it comes to managing sustainability issues in value chains, such staff can be doubly 
removed – they are separate both from supplier organizations and the buyers responsible for 
maintaining quality, reliable supply to the core business. 
 
One way of resolving this challenge is to “embed” a Sustainability Manager in the buying group 
of a corporation.  Such an individual might come from one of the traditional CSR disciplines, but 
would have the same accountability for business profitability that other buyers do.  In this way, 
they can serve as a translator – bringing a realistic business perspective to colleagues in the CSR 
function(s), and assisting fellow buyers in thinking about the sustainability implications of 
buying practices and policies.   
 
Example of Application: 
Sheri Flies had been the Corporate Counsel for Costco for thirteen years.  In that capacity, she 
had helped write the company’s Vendor Code of Conduct, which specified minimal standards of 
social and environmental responsibility in Costco’s supply chain.  Through her work on the 
Code, her participation in the Sustainable Food Lab, and her leadership of the Juan Francisco 
Project, she increasingly came to understand the pivotal role that buyers play in sustainability.  
Their choices about whom to buy from, the standards they held for suppliers, and the assistance 
they provided suppliers could have a tremendous impact on the inclusivity and sustainability of 
the supply line - in economic, social, and environmental terms.  She therefore made a major 
career shift into a buying role, where she is responsible for billions in sales of produce in Costco 
stores.  In this role, she is helping other buyers identify opportunities analogous to the Juan 
Francisco Project, to foster inclusivity and sustainability in the supply lines for which they are 
responsible. 
 
Additional Documents about this tool/method:  
 
Links to other tools, methods, cases: 
Case study - Juan Francisco Project 
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Contacts for further information:  
Sheri Flies, Costco  
 


