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Forewords

T ransnational corporations (TNCs) haveincreased their presence and influence
within the United Nations — a system, it should be stressed, of nation states —
tremendously in recent years. After a lengthy period of hesitation and even
criticism of the UN, the largest of these corporations — invariably those with world-
wide ambitions and reach — persuaded themselves little by little that it was in their
interest to work with the UN.

This corporate offensive was aided and abetted by many high-ranking UN offi-
cials. For instance, the previous UN Secretary General, Boutros Boutros Ghali, re-
garded TNCsas*“ privileged development partners”.

Themorerecalcitrant statesand UN officialswere more or less brought to heel —
either brow beaten into silence or relegated to obscure posts. The budgetary blackmail
repeatedly brought to bear on the UN by the United States, which regularly withheld
its UN contributions, had an effect aswell. “Budgetary crisis’ became a watchword
within the UN, justifying internal restructuring and the search for new sources of in-
come. The TNCsturned up just at the right time, letting the UN know that they could
be of assistance — subject to certain conditions.

ThisUN-TNC “marriage” quickly becamethe order of the day. The mainstream
mediapresented globalization asinevitable and proclaimed the end of an eracall politi-
cal will andinitiative directed anywhere el se besides furthering neo-liberal globaliza-
tion became something of the past, whileamost every politicianfell intoline. “ Market
forces’ reigned supreme. Governments and public policymakers seemed powerless.
In theface of suchforces, the only way forward seemed to be to add to the momentum
and “liberate market forces” still further.

CETIM has vehemently criticized this trend and accompanying mind-set. It has
been unflagging in its denunciation of the UN’s “dialogue-with-civil-society” as a
facade to promote its inappropriate and unbecoming partnership with the corporate
sector. It hasargued that “grassroots’ civil society movements and associationsrepre-
senting the vast majority of those experiencing the negative effects of neo-liberal glo-
balization must not be confused with “the-powers-that-be” civil society institutions,
such as TNCs and their boards of directors or the International Chamber of Com-
merce. Thelatter, in the pursuit of maximum profits, want to commodify everything
and imposetheir will upon theworld by any and al means, availing themselves of the
enormous power they wield — power than can nonethel ess be resisted.

Even before the Global Compact’sofficial christening by UN Secretary-General
Kofi Annan —who incidentally was acting without any legitimate mandate from the
UN when he proposed the arrangement — CETIM denounced the Global Compact not
only as a fraud and a sham, but also as a subversion of law and democracy. The
liberation of market forces and the strengthening of democracy are not mutually sup-
portive and complementary. They are mutually contradictory and destructive. Therole
of the UN isnot to distribute medalsto TNCsthat make vague promisesthat they will
not violate certain provisions of international law. The role of the UN is not to offer
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corporations norms and standards “ala carte” — norms and standards aready apply
them. The UN’stask isto denounce those governments that have been too accommo-
dating towards TNCs, to help governmentsto check the excessive activitiesof TNCs,
to sanction them if needs be, and to reinforce or create the international instruments
necessary to attain these goals.

It is up to civil society — grassroots civil society —to mobilize and to pressure
governments and the UN so that these principles of law and of democracy are put into
practice.

Driven by these convictions, we have supported to the best of our ability the publi-
cation of Judith Richter’s research on the Global Compact that is presented in this
publication.

Centre Europe - Tiers-Monde
Europe - Third World Centre

&

CETIM

nterest NGOs havefeared that theinitiative might weaken rather than strengthen
UN and NGO efforts to hold corporations accountable to the public for their
practices. Thelnternational Baby Food Action Network (IBFAN) isone of these NGOs.

The Network was gravely worried that itswork over more than 20 yearsto pro-
tect and promoteinfants health, especially by pressing for enforceabl e national regu-
lation of the marketing of breastmilk substitutes, asrequired by the 1981 International
Code, might be undermined by this high-level interaction between the UN and the
private commercial sector.

Their fears were heightened when the Global Compact Office allowed known
violators of some of the arrangement’s nine human rights, labour and environment
principles to become Compact “partners’. IBFAN attempted to stop some manufac-
turers of breastmilk substitutes from being admitted to the arrangement because of
their violations. The Network provided the Global Compact Office with evidence of
how these companies, Nestléin particul ar, continued to breach the International Code
of Marketing of Breast-milk Substitutes, thereby harming the health and well-being of
millions of infants the world over. IBFAN tried to ensure that the Global Compact
Office was well informed about prospective partner companies and did not provide
them with an opportunity to “bluewash” their possibly tarnished images and improve
thelr reputations by association with the United Nations,

In recent years, any hope we might have had that our concerns were being care-
fully thought about and acted upon accordingly began to fade. It died completely when
we learned in October 2002 that Nestlé had been admitted into Global Compact de-
spite our evidence and that of other NGOsworking in other critical areas of corporate

From the moment that the UN’s Global Compact was launched in 1999, public
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accountability. Not only were our concerns dismissed as stemming from just “asingle
issue’, thusimplying that all the babies who have become sick or died because of the
unethical marketing of breastmilk substitutes are unimportant. The Global Compact
office a so seemsto have created adivide within the NGO community by claiming that
groups such as ours misunderstand the nature of thisinnovative arrangement and thus
are counterproductivein our criticisms.

Giventhishistory, wefeel that the time has cometo present our case publicly and
clearly to the NGO community, policymakers and the wider public so that they can
form their own opinion and, we hope, support our vision of what constitutes demo-
cratic governance: that which ensures the accountability of the world’'s major eco-
nomic players— transnational corporations— to the peoples of the world.

IBFAN-GIFA

e, Ak
Prdd! T MRS

estlé, the baby killer?” was one of the first campaigns the Berne Declaration

becameinvolved in back inthe 1970s. Itsaim wasto bring to public attention

the problems caused by the “Swiss’ transnational’s aggressive marketing of
breastmilk substitutes. Numerous examples documented by the International Baby
Food Action Network (IBFAN) sincethen reveal that some of Nestl€ s business prac-
tices have not improved sufficiently in the past two decades. Moreover, baby food is
not the only sector in which Nestlé has been accused of malpractice. Its practices in
bottling and marketing water are now drawing critical public attention. Neverthel ess,
Nestlé tries to present itself asamodel corporation. After all, it has signed up to the
Global Compact, an arrangement between the United Nations and corporations osten-
sibly intended to improve corporate behaviour.

UN Secretary-General Kofi Annan proposed the Global Compact at the 1999
World Economic Forum, a gathering of business leaders held each year in the Swiss
mountain town of Davos. Sincethe year 2000, the Berne Declaration has been organ-
ising an annual conference of itsown: the “Public Eye on Davos’. These conferences
am to draw public attention to the dubious social and environmental records of
transnational companiesand to provideacritical analysisof corporate-driven globali-
zation.

The “Public Eye on Davos’ conferences have now exposed several cases of
corporate malpractice. In January 2003, weinvited the Chief Executive Officers (CEQOSs)
of two Globa Compact corporate members, John Browne of oil company BP and Phil
Knight of sports company Nike, to discuss with workers and representatives of sev-
era local communitiesinwhich the companies operated and who were complaining of
human rightsviolations. Both CEOs declined our invitation.
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Thisunwillingnessto participate in genuine dialogue would beless of aproblem
If workersand communitieswho feel their human rightsare being violated by corpora-
tions had an international legal mechanism that they could use to complain about cor-
porate behaviour and to seek redress. But so far, neither the UN nor its member states
have been able or willing to establish and implement the necessary legal and adminis-
trative framework to ensure that human, social and environmental rights are respected
by transnational corporationswhereever they operatein theworld.

The Global Compact does not solve these problems — and may even be exacer-
bating them. As members of civil society and defenders of human rights and democ-
racy, wefeel that it isimportant to draw attention to theseissues, which Judith Richter
does in this publication. She goes further, however, and points out the risks that the
Global Compact poses to democratic decision making. We hope that her excellent
anaysiswill be widely read and taken to heart.

BD

BERNE DECLARATION
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Introduction

Birth of the Global Compact

“ Strengthening the partnership between the United Nations and the private sector will
be one of the priorities of my term as Secretary-General.”

UN Secretary-General Kofi Annan
Address to the World Economic Forum
1997

In 1999 at the World Economic Forum in Davos,* UN Secretary-General Kofi Annan
proposed that business and the United Nations should “initiate a global compact of
shared values and principles, which will giveahuman faceto the global market.” (UN
1999) He suggested that companies embrace and enact nine universally accepted prin-
ciplesin the areas of human and labour rights and the environment (see Box 1 for
details).

In his speech to corporate leaders at Davos, the UN Secretary-General stressed
the fragility of ‘globalisation’. He explained that one reason why he had chosen the
areas of human rights, labour standards and environmental practices was “because
they arethe oneswhere | fear that, if we do not act, there may be athreat to the open
global market, and especially to the multilateral traderegime.” In January 1999 —the
year that concluded with the historicWTO ministerial conferenceheld in Seattle, USA
—Annan drew corporate leaders’ attention to what he called the “enormous pressure
from various interest groups to load the trade regime and investment agreement with
restrictions aimed at reaching adequate standardsin [the] three areas | have just men-
tioned.” (ibid) He said that it was legitimate for interest groups to raise the issue of
social and environmental standards, but implied that theWTO wasthewrong arenain
which to address these concerns because they could introduce potential impediments
to trade and investment flows.?

Annan suggested that there were two waysin which companies could help “pro-
mote these standards by other means.” Thefirst wasthat they could “encourage States’
to give United Nations agencies “the resources and authority” to promote peace and
address|abour, human rights and environmental concerns. The second was that com-
panies could promote these values directly by implementing the nine core valuesinto
their own practices and spheres of influence. In return, the UN would “help make the
case for and maintain an environment which favours trade and open markets.” (UN
1999)

The case that Annan presented was persuasive enough for some of the world's
most influential corporate leaders. In July 1999, the Global Compact was announced
officially inajoint statement made by the UN Secretary-General and the President of
the International Chamber of Commerce, Adnan Kassar. (UN/ICC 1999) In July 2000,
it was declared operational and was officially launched once again at a high-level
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event at UN headquartersin New York. (UN 2001: 2) Two monthsearlier, Kassar had
issued the ICC’s prime condition for support of the Compact: “There must be no
suggestion of hedging the Global Compact with formal prescriptive rules. We would
resist any tendency for this to happen.” (ICC 2000) The ICC had aso specified that
the UN’s September 2000 Millenium Assembly should “ensure that the United Na-
tionstakesthelead in supporting arules-based open system of international trade and
investment while opposing all forms of protectionism.” (quoted in New 2000)

Critical questions

“The most powerful influences on corporate behaviour are external — government
regulation, consumer pressure and civil society [and labour] activism. But the
corporations argue that the best way ahead is |ess confrontational. Rather than having
stronger regulationsto contend with, they prefer to engagein corporate self-regulation
or voluntary initiatives. And instead of waiting for NGOs and othersto criticise them,
they want to enter into partnerships.”

UNRISD
Visible Hands — Taking Responsibility for Social Development
20003

Over the past four years, a number of United Nations agencies, trade unions, non-
governmental organisations and academic institutions have joined what the author of a

The Global Compact’s Nine Principles

At the World Economic Forum, Davos, on 31 January 1999,
UN Secretary-General Kofi Annan challenged world business
leaders to “embrace and enact” the Global Compact, both in
their individual corporate practices and by supporting ap-
propriate public policies. These principles cover topics in
human rights, labour and environment.

Human Rights

The Secretary-General
asked world business to:

Principle 1: support and
respect the protection of
international human rights
within their sphere of
influence; and

Principle 2: make sure their
own corporations are not
complicit in human rights
abuses.

Labour

The Secretary-General asked
world business to uphold:

Principle 3: freedom of asso-
ciation and the effective
recognition of the right to
collective bargaining;

Principle 4: the elimination of
all forms of forced and com-
pulsory labour;

Principle 5: the effective
abolition of child labour; and
Principle 6: the elimination of
discrimination in respect of
employment and occupation.

Environment

The Secretary-General asked
world business to:

Principle 7: support a pre-
cautionary approach to
environmental challenges;

Principle 8: undertake
initiatives to promote
greater environmental
responsibility; and
Principle 9: encourage the
development and diffusion
of environmentally friendly
technologies.

Source: The Global Compact: Nine Principles; New York, UN Global Compact Office,
http://65.214.34.30/un/gc/unweb.nsf/content/thenine.htm,

accessed 22 September 2002
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book commissioned by the Global Compact office describes as a“ multi-stakehol der
network, driven largely by the activities of its private and civil society participants.”
She said that they had helped to establish the Global Compact as a “broad value
framework to engage business in the work of the United Nations and to encourage
corporatecitizenship.” (Nelson 2002: 135)* Sinceitsofficial launchin 2000, the Glo-
bal Compact Office has spread theinitiative further by devel oping local, mini-Global
Compacts and encouraging UN agencies and member states to catalyse or engagein
public-private partnershipsfor devel opment.

Yet questions about the Compact’s supposed benefits and risks, underlying ration-
ale and about approach in practice continue to be raised.® Two lines of questioning
emerge from the interactions over these four years between the high-level UN Global
Compact proponentsand itscritics:

(1) Doesthe Global Compact really change corporate practices? M ore specifically,
doesit help shift corporate practicestowardsthe better —or isit an arrangement
that helps corporations continue to do business as usual while conferring on
them additional protection from legally-binding regulation and public pressure?

(2) What is the relationship between the Global Compact and global democratic
governance? Doesthe Global Compact enhance or undermine effortsto promote
democratic decision-making in aglobalizing world?

Both lines of enquiry could be summarised as a single question: Does the Global
Compact help to hold corporations accountabl e to the peoples’ of thisworld, or does
it help corporationsrule the world?

Structure of this booklet

This publication tackles these questions by means of several narratives.

Part One provides an overview of the key concerns and demands relating to the
Compact that NGOs have raised. Many NGOs, particularly those focused on corpo-
rate accountability, social and environmental justice, and human rights, have asked
specific questions of the Global Compact Office and high UN officials. It goesonto
summarise the answers given by high-level UN Officials to these questions. A com-
mon response to critics has been that they misunderstand and even misreprsent the
Global Compact. Proponents stress that the Compact is not a regulatory instrument
nor a code of conduct, but a value-based platform designed to promote institutional
learning. They describe the Global Compact initiative as complementary to regulatory
and co-regulatory efforts - which states and NGOs may still wish to pursue. The offi-
cials appeal to critics not to undermine this novel partnership initiative. This section
outlineswhy critics continueto evaluate the Global Compact asaco-regulatory initia-
tive and raise questions as to whether the Global Compact undermines — rather than
complements—more effective effortsto hold corporations accountabl e.
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Part Two describes the presentation of Nestlé as anew high-level Global Com-
pact affiliate and the presence of its Corporate Executive Officer asakeynote speaker
at amagjor Global Compact Symposium. It summarises questions arising from this
event and subsequent gquestions posed by NGOs to high-level UN officials about the
actual mechanismsused by the Global Compact to scrutinize Global Compact partner
companies. Answersto questions about the potential for restructuring the arrangement
indicate that theinitiative continuesto rely essentially on the ‘goodwill’ and ‘ enlight-
ened self-interest’ of Nestléand the other 1,000 or so Global Compact affiliate corpo-
rations to abide by Compact principles.

Part Three focuses on the rel ationship between Nestlé and the Global Compact.
The extent to which the Global Compact can change corporate practicesby relying on
corporate goodwill is analysed by examining Nestlé s words and deeds. To gain fur-
ther insightsinto the relationship between the Global Compact and democracy, aspot-
light is cast on the relationship between Nestlé and the UN both before and after the
company became aGloba Compact ‘ participant.’® Attention isdrawn to how the Glo-
bal Compact lendsitself to promoting industry views, such asthat businessleadersare
more trustworthy than their critics or that there is no need for any regulation stricter
than that suggested by the Global Compact.

NGOsfocusing on corporate accountability or human rightshave beendividedin
recent years as to whether to call for areform of the Global Compact initiative or its
complete dissolution. Part Four, in conclusion, suggests which course of action might
best ensurethat the UN system and our governmentsfulfil their mandatesand work in
the interests of the peoples of thisworld.
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PART ONE

NGOs and the Global Compact

“My organisation . . . worr[ies] that the rhetoric and verba overtures to the NGO
community are becoming more profuse and flowery, but our access to the United
Nationsis becoming more and more limited, and that ssmultaneous to this, the Corpo-
rate Sector are gaining more access to our international decision makers. WILPF also
... feels[that the Global Compact] sent avery bad signal at avery crucia time. Was
it tactically the right . . . move for the UN to put forth this relatively weak compact
when the peoples of the world, and many governments in fact, were questioning
globalisation and the antics of corporations like never before? My organisation is not
alonein thinking that the UN should have taken up a stronger position because it has
been under thisroof that international lawsand consensus agreements have been reached
on wage, labour, environment and development conditions. They must not be rel-
egated to the voluntary pile.”

Felicity Hill

Women's International League for Peace and Freedom (WILPF)

2001’

First criticisms

Fundamental flaws

From itsoutset, the Global Compact has generated significant concernsamong citizen
groups promoting more socialy and environmentally responsible corporate practices.
Many such groupsfeared that the Global Compact would weaken rather than strengthen
effortsto hold corporations publicly accountable and democratic decision-making during
atime of neoliberal economic globalisation.

A trenchant initial critique came from CorpWatch (then known as Transnational
Resource & Action Center - TRAC). “The Global Compact and its cousin partner-
shipsat other UN agenciesthreaten the mission and integrity of the United Nations,”
it warned inits 2000 report, Tangled Up in Blue: Cor porate Partnershipsat the United
Nations. Rather than challenging corporations to behavein amore socially responsi-
ble manner, CorpWatch believed that the Compact was helping them to avoid their
social responsibilitiesand to clean up their tarni shed reputations and images, aprocess
that could put the United Nation’s good name itself at risk. It argued that corporate
influence at the UN was already substantial and that any new ‘ partnership’ between
the UN and the commercial sector was “leading down a slippery slope toward the
partial privatisation and commerciaisation of the UN systemitself.” (Bruno and Karliner
2000)

The CorpWatch report pointed out four fundamental flaws of the Global Com-
pact arrangement:
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It had no mechanisms to monitor or enforce corporate adherence to the nine
coreprinciples,

The Global Compact Office had allowed known violators of some of these
principlesto become members of the Global Compact.

It represents the wrong type of relationship between the UN and the business
sector. “Clearly the UN must have interactions with corporations, aswhen they
procure goods and servicesor to hold them accountable, but it should not aspire
to ‘partnership’.”

It runs the risk of image transfer. The Global Compact provides substantial
opportunitiesfor corporationsto ‘ bluewash’ their image by using theflag of the
United Nations, thereby improving their image and reputation. (Bruno and
Karliner 2000: 2)

Disentangling the UN from its business embrace

Citizen groups have made various attempts in the past few years to disentangle the
high-level UN-business Global Compact ‘ partnership’. Some have demanded a re-
form of theinitiative, othersitsdissolution.

In January 2000, on the Global Compact’sfirst anniversary, an aliance of envi-
ronment, human rights and social justice groups asked the UN Secretary-General to
endorse a Citizens Compact on the UN and Corporations. Co-signatories to this
aternative Compact pledged their “active support for a strengthening of the United
Nations, financially and politically.” This Citizens Compact also encompassed nine
principles designed to “safeguard the image, mission and credibility of the United
Nations asit deals with the private sector.”®

The Citizens Compact included a demand for the UN to develop an effective
legal framework governing corporate conduct.® The document stated that United Na-
tions agencies should “advise and offer assistance to corporations wishing to under-
stand and improvetheir human rightsand environmental behaviour,” but was categori-
cal ininsisting that “ such assistance will not be considered a‘ partnership.’” © %

At ameeting of NGOs during the UN’s September 2000 Millennium Summit in
New York, various groups and networks working on human rights, development and
environmental issues (some of which had beeninvolved in drafting the Citizen's Com-
pact) created the Alliance for a Corporate Free UN. The aim of this transnational
citizen network isto “address undue corporateinfluencein the United Nations, and to
support UN initiatives to hold corporations accountable on issues of human rights,
labour rightsand the environment.”

In January 2002, thisAlliance asked the UN Secretary-General to “redesign the
Global Compact” and to renameit the Global Accountability Compact to show that its
aimisnot only to bring corporate activitiesinto linewith universal values, but also to
make the business sector effectively accountableto the public.

It suggested that the UN definethe nine Global Compact principlesfurther, rede-
sign the arrangement to ensure that corporations abide by these principles (for in-
stance, by opening the Compact up to public review), and demand officially of Global
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Compact companiesthat they refrain from undermining the implementation of inter-
governmental and multilateral environmental and social agreements.

TheAlliance also asked the Global Compact Officeto review thelast 30 years of
corporate activities (including the regulation of the infant food industry’s marketing
practices by means of the International Code of Marketing of Breastmilk Substitutes)
and interactions between WHO and UNICEF and the commercial sector “to form a
basis of apublic evaluation of the advantages and disadvantages of the variousforms
of engagement with the private sector.”

The Alliance requested that the UN Secretary-General clarify “that the Com-
pact’spurposeisnot to advance busi ness agendaregarding trade and investment rules.” 2

Excluding violators

Corporate accountability groups have repeatedly asked the UN to exclude from the
arrangement those companiesthat violate the Global Compact principles.

For example, in July 2001, the Amsterdam-based Corporate Europe Observatory
(CEO) asked the UN Secretary-General to “ break the‘ partnership’ ” with the Interna-
tional Chamber of Commerce (ICC), which had launched the operational phase of the
Compactin July 2002, “beforethe UN’s credibility suffers permanent damage.” (CEO
2001: 1; 5) The ICC, one of the world's most powerful business lobby groups with
over 7,000 corporate members, provided significant momentum for the Global Com-
pact. CEO’sreview of ICC-UN interactions showed how the ICC had used the Com-
pact in waysthat conflict with the arrangement’ s ostensible core mission. For instance,
the |CC continued to campaign against international treaties, such asthe Basel Con-
vention’s ban on hazardous waste from richer (OECD) countries to developing and
Eastern European (non-OECD) countries, even after signing up to the Global Com-
pact. (CEO 2001: 4-5)

The CEO review illustrated how the | CC had lobbied hard to prevent the Global
Compact from being binding on corporations and to keep non-business groups out of
the arrangement (advocating instead that NGOs and trade unions should dial ogue di-
rectly with individual corporationsat the ‘ grassroots' level). (CEO 2001: 3) 3

The CEO review also showed how, ironically, the International Chamber of Com-
merce had used the Global Compact to pull out of another UN initiative on corporate
conduct. The ICC had been involved in a‘Multi-Stakeholder Review of Voluntary
Initiatives' under the auspices of the UN’s Commission for Sustainable Devel opment
(CSD). In March 2000, the ICC withdrew from this process — probably because the
review would have confirmed what other reviewsof ‘voluntary’ (legally-non binding)
codes had already shown: that they are usually piecemeal and not particularly effec-
tive per seinincreasing corporate social responsibility. The | CC explained inits|etter
of withdrawal that itsresources* may be better allocated in other current initiativeswe
are undertaking with the United Nations.” It mentioned as an example of such initia-
tivesthat it was* heavily engaged in the Secretary General’s Global Compact project.”
(Cheltenham 2000; CEO 2001)
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First reactions

Answers to criticisms

A recurrent response from Global Compact officials to the arrangement’s critics has
been that some members of the NGO community have not understood the Global
Compact or have deliberately misrepresented it. (CorpWatch 2002: 5)

For example, when the International Baby Food Action Network (IBFAN) ex-
pressed its concern that infant food manufacturers such as Nestlé or Wyeth might try
to become Global Compact members in order to gain political, PR and marketing
advantages,* thethen UN Assistant Secretary-General and one of the main architects
of the Global Compact, John G. Ruggie, responded by attaching a description of the
Global Compact which “differs considerably from the characterization by the
Transnational Resource and Action Centre (TRAC), on which you draw.” (Ruggie
2001a) This description stressed that:

“The Global Compact is not a regulatory instrument or code of conduct,
but a value based platform designed to promote institutional learning. It
utilizesthe power of transparency and dialogueto identify and disseminate
good practices based on universal principles.” (CG Office 2001)

IBFAN in turn responded that this description of the Global Compact had not allayed
itsconcerns. This corporate watchdog group and others pointed out that, whatever the
intentions of the United Nations, corporations might still use such avalue-based learn-
ing platform to avoid complying with existing international regulatory instruments,
such asthe International Code of Marketing of Breastmilk Substitutes (an instrument
formally adopted in 1981 by the World Health Assembly, the highest authority in inter-
national health policy making).

IBFAN also stressed that corporations might use the Global Compact to under-
mine any future attemptsto regul ate their behaviour and other effortsto curb corporate
power such as public exposure and pressure. It illustrated this point with examples
from 20 years and more experience of theinfant food debate, pointing out what might
happen if the Global Compact did not take greater care to monitor and publicise bad
corporate practices and to prevent any misuse of the arrangement by industry. IBFAN
said that Nestlé, for instance, could use itsinteractions within the Global Compact in
asimilar fashiontotheway inwhichit had referred to ‘ dialogues with UNICEF: asan
implicit endorsement of its practices.®

Given various political power constellations, IBFAN asked for the UN’sview as
to whether the UN Global Compact would strengthen or weaken implementation of
existing UN standards. (IBFAN-GIFA 2001)

Ruggie replied that his office would do its utmost to ensure that the “Global
Compact will not provide merely PR opportunitiesfor companies.” But hewrote that
“apples and oranges get mixed” in some of IBFAN'’s questions:

“The Global Compact is not intended either as a substitute for effective
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action by governments, or for codes of conduct that governments, civil so-
ciety organisations and firms may or may not wish to negotiate . . . The
Global Compact issimply something else, which we believeisalso worth
pursuing.” (Ruggie 2001b, original emphasis)

This* something else” comprised threeelements, hesaid. First, alearning forum*“where
companies submit what they believe to be good practice (or set of practices) in trans-
lating their commitment to the general principlesinto concrete actions.” Ruggie said
that these good practi ce exampl eswoul d then be di scussed among the corporate, NGO
and labour participants in the Global Compact and United Nations partners and that
theresulting ‘dialogue’ would be posted on the Global Compact website. Ruggie ex-
pressed the“hope” that this practice could “accumul ate a set of practicesthat not only
companies but also labour and NGOs agree are, indeed, ‘good practices' and should
be promoted. If we succeed, these broadly endorsed good practices should, over time,
help drive out the bad ones through the power of transparency and competition.”

Second, UN-brokered policy dialogues between companies, labour and NGO
‘partners’ whose recommendations would be published. Third, partnership projects
in which, among others, “global firms are linked up with real needs in the countries
currently left behind by the forces of globalization”. And finally, cutting across the
three elements, “ country level initiatives. . . to replicate the Global Compact at local
levels,” in particular ‘dialogues’ and specific projects.

Ruggie concluded in his response to IBFAN: “We respect the work you do and
wish you well. But we would ask the same of you. Your efforts and ours are not
competitive. And thereisno good reason why an initiative like ours should undermine
thevalidity of yours.” (all quotes, Ruggie 2001b)

Not a regulatory initiative

In its correspondence, website and various statements, the Global Compact Office
continuesto stressthat the Global Compact is“not aregulatory initiative nor acode of
conduct,” but an initiative that relies on ‘dialogue’, ‘transparency’ and the ability of
business to learn in order to improve corporate practices. It repeatedly emphasizes
that the Global Compact should be regarded as complementary to international regula-
tion and other potential effortsfor ‘ voluntary’ co-regulation, such as codes of conduct.
Implicitly or explicitly, the statements communicate the message that criticsare mis-
taken in drawing public attention to the risk that the Global Compact ‘ partnership’
with big (and more recently smaller) companies may undermine regulatory (and co-
regulatory) effortsand may unduly increase corporateinfluence.

But those who have followed the Global Compact project from its beginnings
stressthat the Global Compact should be evaluated at |east as aco-regulatory arrange-
ment between business and the other societal actors who publicly support it, such as
some NGOs and trade unions.

When the UN Secretary-Genera had proposed the Compact at the 1999 World
Economic Forum, he asked world business to “embrace and enact” both in their
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individual corporate practicesand by supporting appropriate public policies nine uni-
versally agreed valuesand principlesdrawn from the Universal Declaration of Human
Rights, the International Labour Organization’s Declaration on Fundamental Princi-
ples and Rights at Work, and the Rio Declaration of the 1992 UN Conference on
Environment and Devel opment. Annan had suggested that companies should consult
with the United Nations High Commissioner for Human Rights, the International La-
bour Organization (1L O) and the United Nations Environment Programme (UNEP) to
help them “incorporate agreed values and principlesinto your mission statementsand
practices.” (UN 1999) Then UN High Commissioner on Human Rights, Mary Robinson,
said she was ready to assist the business community in this endeavour, but stressed
that:

“ Statements of principal, ethical commitments and human rights policies
arefirst steps. Next comes effective implementation. Monitoring systems
are crucial because civil society will insist that corporations which make
promises, keep those promises.” (Robinson 1999)

At thelaunch of the Global Compact’soperational phasein July 2000, Amnesty Inter-
national’s then Secretary-General, Pierre Sane, pointed to three indispensable pre-
conditions for the Global Compact to be “ effective, credible and win the trust of hu-
man rightsorganisations”:
that companiesjoining the Global Compact should make a public statement that
they are open to independent monitoring;

that the results of independent monitoring should be available to all
‘stakeholders'; and

that there should be a system of sanctions so that companies that violate the
principles cannot continue to benefit from the ‘ partnership.’” (quoted in Bruno
and Karliner 2000: 5)

The Global Compact could have goneinthisdirection—but it did not. In 2002, during
the run-up to the Johannesburg World Summit on Sustai nable Devel opment —the sec-
ond “Earth Summit” — the Global Compact was presented as a model ‘ partnership’
with the for-profit sector. Many citizen networks and groups, however, continued to
point out that the Global Compact remained one of the weakest imaginable co-regula-
tory arrangements because:

It had no public listing of all the companiesthat had enrolled as‘ participants .

The Global Compact Office did not monitor whether and how companies
implemented the nine principlesthroughout their operations.

The Global Compact Office limited its role to “identifying individual good
examples’ and to ‘encouraging’ companies to “report on action taken in their
annual reports or other relevant reporting mechanisms.” (Kell 2002: 2) And
whilethe Global Compact Office helped corporationsimprovetheir reputation
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by publicizing their good deeds, it was | eft to the media, ethical shareholders,
critical citizen and labour groups to perform the function of the ‘public eye’,
that is, to name-and-shame those companieswhich visibly violatethe letter and
spirit of the Global Compact’s nine principles.

The Global Compact had no publicly trangparent mechanism to screen companies
before they enrolled in the arrangement. Nor did it have any mechanisms to
exclude publicly corporate participants that were subsequently found to be in
breach of any of the nine principlesor that were shown to work against important
international agreements. 6

The power - and lack — of transparency

Critics also pointed out that the Global Compact was not particularly transparent and
that it was hampering rather than advancing public scrutiny of the commitment of its
corporate membersto integrate the nine core principlesinto their overall practices.

Since the Compact’s inception, it has been difficult for most of that time for
outsiders to know just which corporations have committed themselves to doing so.
Some time after July 2000, the Global Compact Office took the list of companies
subscribing to the Global Compact off itswebsite. It explained that thiswould prevent
companies from using the Compact for free publicity and unwarranted image trans-
fer.t’

Thismay well betrue. But an additional explanation might be that corporations
had expressed their concerns that their identification as Global Compact parties ex-
posed them to particular scrutiny from NGOs and the media. Whatever the reason
behind the decision, critics continued to raise questions as to how this policy would
prevent companiesfrom portraying themselvesasparticularly respons ble Global Com-
pact supporters.

Criticsalso continued to point out that this membership policy was* an odd policy
for an initiative that claims ‘transparency’ as one of itstools.” (CorpWatch 2002: 5)
Given that the Global Compact Office hasinsisted that it has neither the mandate nor
the resourcesto monitor Compact companies, itspolicy led to acurioussituation. The
Global Compact arrangement was constructed so that it relied only on the power of
public opinion and ethical shareholder pressure to monitor and hold corporations to
account — but the information needed for such monitoring was not made readily avail-
able.

It was only after journalists raised thisissue at an October 2002 Symposium on
the UN Global Compact and Swiss Business that the Executive Head of the Global
Compact, Georg Kell, agreed to put the names of the Global Compact companies,
then numbering around 700, on the Global Compact website.
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PART TWO

Symposium on the Global Compact
and Swiss Business

For the International Baby Food Action Network and other health, children rightsand
corporate accountability campaigners, the October 2002 Symposium on the United
Nations Global Compact and Swiss Business was a turning point. On the one hand,
the Global Compact subsequently became moretransparent becauseit listed its affili-
ate companies on its website — journalists at the Symposium has asked the Global
Compact’s Executive Head, Georg Kell, why he could not give them their names nor
their exact number. On the other, this Symposium put an end to any hope that ‘dia-
logue’ between relevant UN officialsand NGOsworking on infant food issueswould
help to stop the acceptanceinto the Global Compact of Nestl€, acompany with along-
standing reputation for corporate mal practice.

Nestlé on board

At the time of this Symposium, October 2002, IBFAN had corresponded for nearly
two yearswith the UN officialsresponsiblefor the Global Compact. From their long-
term monitoring of industry statements, campaigners knew that Nestlé was keen to
have more impact on international politicsthrough closer interactions with the UN.8
Thisknowledge, combined with that of the company’s practices, compelled IBFAN to
explain repeatedly to UN officials why Nestl€'s acceptance into the Global Compact
would probably undermine two decades of efforts to hold the company publicly
accountable for its actions. It aso led them to enquire repeatedly whether Nestlé had
sought — and had received —a UN stamp of approval in the form of Global Compact
affiliation.

In hisfirst letter to IBFAN in January 2001 (quoted above), then UN Assistant-
Secretary John Ruggie had asserted that: “[Neither] Wyeth nor Nestléareinvolvedin
the Global Compact. Neither has shown any sign of being ‘anxious' to participate, as
you put it, nor have we sought their participation.” (Ruggie 2001)

Despitetheir continued correspondence, IBFAN was never informed directly that
Nestlé had been accepted as a Global Compact affiliate. IBFAN learnt indirectly in
early 2002 when it heard that UNDPin Malaysiahad beentold by the Global Compact
Office that it could consider a ‘partnership’ project with Nestlé to promote youth
entrepreneurship because the UN Secretary-General had allowed Nestléto participate
in the Compact.

The Global Compact Office’'s Executive Head, Georg Kell, told IBFAN inMarch
2002 that he could no longer exchange letterswith them because of his Office’slimited
resources. He offered to have an in-depth discussion in person with representatives of
IBFAN and the Alliance for a Corporate-free UN in New York. This meeting never
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took place, however, because the Global Compact Office had not suggested adate by
October 2002 when IBFAN learned that Nestlé CEO Peter Brabeck-L etmathe would
feature as a key plenary speaker at the Symposium on the UN Global Compact and
Swiss Business.” The advertised aim of this Symposium was primarily to link the
Global Compact with Swiss enterprises, but was also to discuss the “devel opment
dimension” of the Global Compact. In his keynote speech at the Symposium, Kell
specifically mentioned Nestlé as one of four Swiss exemplary companies because of
itssocially responsible employment practices.

Kell’s highlighting Nestlé s concern for its workers' welfare and rights struck a
discordant note to those in the audience who knew that the management at Nestl€'s
international headquartersin Vevey, Switzerland, had just refused to see representa-
tives of a Colombian labour organisation, despite pleas from various Swiss social
movement and labour organisations to hear what they had to say. (CETIM 2003;
ACTARESa 2003)% In a short plenary discussion, members of the audience raised
questions as to how Nestlé, a company for which NGOs had documented evidence
over two decades as one of the main violators of the International Code of Marketing
of Breastmilk Substitutes, could have become a Global Compact participant. Nestlé
CEO Brabeck-L etmathe did not enter into discussion about the infant food issue, but
simply expressed his hopethat the Global Compact would provide aplatform for more
‘constructive’ dialogue. Kell, meanwhile, described the questions from the floor as
focusing on just a‘single-issue’ whereasthe Global Compact had much wider aims.

Publicising Nestlé’s Global Compact affiliation

Direct correspondence between IBFAN and the Global Compact Office did not result
in an open dialogue about Nestl €' s potential Compact affiliation and itsimplication for
regulation in the infant food arena. Thus IBFAN decided to let the broader public
know about its concern and correspondence and to outline some of the questionsrai sed
at the Symposium as part of its efforts to raise broader questions about the UN'’s
promotion of the public-private partnership paradigm. (see, for example, Richter 2003:
44-46)

Pick-and-choose ethics? Selective dialogues?

The Global Compact requests companies “to support and respect the protection of
international human rights within their sphere of influence”. The UN Guidelines for
Cooper ation between the United Nations and the Business Community explicitly state
that:

“Business entities that are complicit in human rights abuses . . . or that
otherwise do not meet relevant obligations or responsibilities by the United
Nations are not eligible for partnership.” (UN 2000)

Given this emphasis — and given NGO complaints against Nestlé — how could the
company have become such a high profile Global Compact member? Why did the
Globa Compact Office apparently ignore evidence from the I nternational Baby Food
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Action Network and the International Interagency Group on Breastfeeding
Monitoring that Nestlé continues to violate the International Code of Marketing of
Breastmilk Substitutes? Why did it ignore the link between implementation of the
International Code and fulfilment of article No. 24 of the 1989 Convention on the
Rights of the Child?*2 How could the Global Compact Executive Head so easily dis-
mi ssthose who pointed out that the unethical marketing methods of infant food manu-
facturers continue to put infant health and lives at risk, who stressed that WHO and
UNICEF estimate that 1.5 million infants die each year because they are artificially
fed rather than breastfed?? UNICEF's former Deputy-Executive Director, Stephen
L ewis, had made thefollowing link between commerciogenic mal nutrition and human
rightsseveral yearsprevioudly:

“Thosewho make claims about infant formulathat intentionally underminewom-
en’s confidence in breastfeeding are not to be regarded as clever entrepreneurs
just doing their job but as human rights violators of the worst kind.” (Lewis
1999: 4)

What aims? Whose aims?

In the October 2002 Global Compact Swiss Business Symposium, Georg Kell justi-
fied hisdismissal of IBFAN concerns about Nestl€ s participation in the Global Com-
pact as stemming from a single ‘issue’ campaign, whereas the Global Compact had
‘wider aims'. What are these wider aims?

The secondary aim of the Symposium wasto discuss how to expand the scope of
the Global Compact to encompassa’ development dimension.’ 2 Devel opment,” Georg
Kell informed the audience, “is largely about enabling private investment and entre-
preneurship to secure sufficient and equitable growth for people to have hope for a
better future.” Hisvision was “to make business into a strategic partner for develop-
ment” and involve them, for example, in ‘mini-Marshall plans' under the auspices of
the Global Compact. Other objectives of a Global Compact with a*‘ development di-
mension’ werethat companieswould pay their taxes and would invest in countriesthat
have so far been left out of the process of economic globalisation. (all quotes Kell
2002)

How did Kell aim to persuade companies to go about this? At a minimum, how
would the Global Compact encourage them not to exploit and marginalize countries
still further? Kell stated that the contributions which companies could make to the
economic development of poorer countries were based on the common “assumption
that business, as an integral part of society has an interest in being part of the solu-
tion”. (Kell 2002: 6) But why then did Kell emphasize that ‘ doing the right thing’
would not interfere with doing business? (Kell 2002: 2) And, more pertinently, why
did the Conference Programme for the October 2002 Symposium summarise Kofi
Annan’s 1999 statement as a call “on business to work with the UN to adhere to a
minimum set of common standardsand principlesin order to prevent abacklash against
economic and financial globalisation and to work towards sustainabl e devel opment.”

The Global Compact, democratic governance and Nestlé 21




IBFAN-GIFA’'s 2003 publication, We the Peoples’ or ‘We the Corporations’ ?
Critical reflections on UN-business ‘ partnerships’ (Richter 2003), also raised con-
cernsthat, inthelong term, the Global Compact initiative and its public-private ‘ part-
nership’ project would help corporations cement *‘ sustainable development’ along
neoliberal lines that were friendly towards big business and would at the same time
weaken effortsto hold corporations publicly accountable.

Global Compact NGOs speak up

“The Global Compact is not a regulatory body. However, it is the UN’s most high
profile engagement with the private sector and apersond initiative of the UN Secretary-
General. As such, is must be seen to support core UN principles and values, which
include the notion of accountability in relation to human rights. The Global Compact
ought, therefore, at a minimum, support initiatives elsewherein the UN to strengthen
accountability in relation to the private sector’s respect for human rights.”

NGO letter to UN Deputy-Secretary General Louise Fréchette
April 2003%*

Besides corporations, the Global Compact has also managed to attract some high
profile NGOsto becomeinvolved inthe arrangement in variousforms. Yet even some
of those who have actively engaged with the Global Compact over the past two to
threeyears, either asrepresentatives of participant NGOsor asmembersof theAdvisory
Council, have begun to raise their critical concerns about the Compact. (Hobbs et al.
2003)

In April 2003, Jeremy Hobbs of Oxfam International, Irene Khan of Amnesty
International, Michael Posner of the Lawyers Committee for Human Rights, and
K enneth Roth from Human RightsWatch, wroteto the UN Deputy Secretary-General,
L ouise Fréchette. While they emphasized their continued support for the broad goals
of the Global Compact, they also expressed their “ misgivings over some aspectsof its
operation and direction.”

They stated that their continued participation in the Global Compact was the
subject of some debate within their organisations. Tangible evidence of progressaris-
ing from the Global Compact was seen by some of their staff or colleaguesasaprereg-
uisitefor their continued participationintheinitiative.

They mentioned how difficult it had been to add “ some mechani sms of account-
ability” to the social-learning based Global Compact, and they detailed why they be-
lieved some critics might beright to claim that accountability mechanismshad actually
weakened over time.?” They concluded by reasserting their belief that the Global Com-
pact must find waysto strengthen methods of accountability for the private sector.

The signatoriesto thisletter asked the UN Deputy Secretary-General for “lead-
ership” on several issues:
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clear criteria to deal with cases where companies are alleged to breach the
Global Compact Principles; and

monitoring of abasic requirement that participating companiesreport annually
on their compliance with the principles (and that, as a minimum, companies
annual reports should include information on their effortsto ensure that respect
for those principles was adhered to throughout their operations).

They also asked that the Global Compact and its participating companies ‘ show |ead-
ership’ on human rights principles — arequest that included explicit support for the
UN’s Draft Normson Responsibilities of Transnational Corporationsand Other Busi-
ness Enterprises with Regard to Human Rights (which have since been approved by
the UN Sub-commission on the Promotion and Protection of Human Rights) and a
suggestion to award large UN contracts only to companies which meet basic standards
“asapowerful incentivefor corporate responsibility.”

In addition, they expressed concerns about the openness of the Global Compact
to NGO participation. They queried why the Global Compact Revised Mission State-
ment of specified “four traits’ for Civil Society Organisation (CSOs) participation —
“though no such criteria are applied to other actors.” These criteriaare:

“...willingnessto engage with all sectors of society;
the proven ability to make a substantive contribution;
the ability to transcend a single-issue orientation; and

the proof of aminimum level of transparency and accountability in matterslike
membership and funding.” (quoted in Hobbs et al. 2003)%

These criteriamight exclude, for example, local human rights NGOs from participa-
tion. The criterion concerning single-issue would allow the Compact to exclude many
of those networks and groups that have the most in-depth knowledge and experience
of actual corporate behaviour and how it might beimproved, such asIBFAN or Health
Action International (HALI). It could also exclude NGOs monitoring specific compa-
nies or industry sectors.

The UN Deputy Secretary-General did address some of the concerns. For exam-
ple, she promised that corporations would be asked to communicate in their annual
reports or other public documents their progress towards implementing the Global
Compact and its principles. She promised that, from 2004 onwards, the Global Com-
pact would undertake an annual assessment of the quality of these reports.

Yet her letter leaves still many doubts about any will to restructure the Global
Compact so that it could serve as an instrument for corporate accountability. For ex-
ample, Fréchette stressed that the Global Compact wasa* voluntary initiative” which
IS “meant to complement regulatory approaches’ and whose “ effectiveness depends
on the willingness of its participants — business, labour and civil society — to invest
time and effort to work together in a constructive manner.” (Fréchette 2003: 1; 3)
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Shereformulated the NGOs' question about corporate breaches of Global Com-
pact principlesinto one of addressing how to ensure “that individual participants do
not abuse their association with the Compact or that their individual behaviour does
not threaten the initiative' sintegrity.” In responseto this, Fréchette stated that:

“All participants who embrace the Compact have an interest in ensuring
that the initiative is not used for purposes other than its stated goals.”

Thisresponse seemed to belittle the original question about mechanismsto deal with
breaches of the nine core principles. She did not make a distinction between corpora-
tions who might use the initiative for purposes other than its stated goals and other
categories of Global Compact ‘ participants', such as human rights NGOs or |abour
organisations, which may be pressed by their members to substantiate claims that
positive changes have been effected in practice and not just on paper.?® (Fréchette
2003: 1)

Nestlé a Global Compact affiliate: How come?

Fréchette's answers match the replies IBFAN received a little later from the Global
Compact’s Executive Head, Georg Kell, in response to another two questions they
had posed concerning Nestl€' s affiliation with the Global Compact:

(1) How did Nestlé become a Global Compact member? More specifically, what
criteriaand proceduresinformed the Global Compact’sdecision to accept Nestlé
asan official Global Compact member?

(2) What procedures are in place to allow public interest NGOs and concerned
citizensto ask the Global Compact Officeto assess whether a Global Compact
member should be officially excluded from theinitiative because of itsactions?
(IBFAN 2003)

Kell stressed once again that the Global Compact is“not a membership-based initia-
tive that provides recognition to companies,” nor “an initiative that provides bench-
marksfor corporate performance”, but an “open network designed to promote learn-
ing, dialogue and action in pursuing nine universal principlessupported by all govern-
ments.”

Hewent onto explainthat, in order to participatein this“voluntary initiative,” a
company hasto or is expected to:

send aletter fromits Chief Executive Officer (endorsed by the board) to the UN
Secretary-Genera expressing support for the Global Compact and itsprinciples;

set “in motion changes to business operations so that the Global Compact and
its principles become part of strategy, culture and day-to-day operations’;

“publicly advocate the Global Compact and its principles via communication
vehicles such as press releases, speeches, etc”; and
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(arecent addition) “publish initsannual report or similar corporate report (e.g.
sustainability report) a description of the ways in which it is supporting the
Globa Compact and itsnine principles.”

If this was Kell’s indirect answer to the first question, his response to the second
guestion wasyet more evasive. “[W]eare of course concerned about maintaining the
integrity of theinitiative and thisissue remains an important item on the agenda,” he
said. “Provisionswill be made to manage instancesin which companies are misusing
their affiliation with the Global Compact. Further we do have internal measures in
place regarding both the usage of the UN logo and the Global Compact Logo.”

In closing, Kell assured IBFAN how much the Global Compact Office appreci-
ated the work of civil society organizations “asacritical voice and promoter of posi-
tive change.” (Kell 2003) *°

Despite these polite words, this correspondence suggeststhat thereislittle will-
Ingness or opportunity to restructure the Global Compact arrangement so that corpo-
rations are pressured to match their words with their deeds. UN Global Compact
supporters not only insist that the Global Compact experiment must continue: they
alsoinsist that it doessoinitscurrent form which reliesamost entirely on the ‘ good-
will’ of corporationsand, moreover, givesthem agood reputation by allowing themto
publicisetheir affiliation with the Global Compact and the United Nations.

This highly-flawed corporate social responsibility model, which has no in-built
check that its affiliates are actually implementing the nine principlesinto their business
practices, or making effortsto do so, isnow being replicated at national levelsall over
the world. In the process, the Global Compact is encouraging UN agencies and na-
tional governmentsto catalyse and/or engagein ‘ partnership’ projectsfor sustainable
devel opment with the for-profit sector.
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PART THREE

Nestlé and the Global Compact

“Nestlé firmly supports the principles of the United Nations Global Compact and is
committed to reflecting these in its business practices.”

Peter Brabeck-L etmathe
Our Responsibility: UN Global Compact
2003

Given the conditions for corporate Global Compact affiliation, and that the Global
Compact Office “seeks wide participation”, it is not in fact surprising that Nestlé is
now widely advertising its support for the arrangement.

The Global Compact is clearly an experimental initiative that rests on several
assumptions. In his first progress report of July 2002, Executive Head George Kell
said asfollows:

“The Global Compact isan ambitious and unprecedented initiative and as
the Compact continuesto grow it must continue to credibly communicate
to the potentia participantsthat the support for human rights, labour stand-
ards and protection of the environment is not an exercise in corporate
altruism, but an expression of enlightened self-interest.” 2 (emphasi s added)

Oneyear later in his subsequent progressreport, Kell’ s description of the arrangement
indicatesits gradual shift from a corporate social responsibility effort to apolicy and
project initiative:
“The Global Compact remainsan ambitious experiment —an experimentin
the possibilities of multi-stakeholder cooperation and collective problem
solving. Fromitsinception, the Global Compact has operated on the premise
that finding solutions to make markets more sustainable and inclusive can
only be achieved if societal actorslearn how to effectively work together.
Further, the Global Compact is an innovative experiment as it tests the
assumption that self-enlightened motivation can indeed make a difference.”
(quoted in UN 2003: 1, emphasis added)

How is an experiment relying on the enlightened self-interest of large sharehol der-
owned companiesworking out in Nestl€' scase?What are theimplications of building
corporate social responsibility on aglobal scale and policy arrangement that is based
primarily on the ‘goodwill’ of transnational corporationsand trust in their ability and
desirefor ‘dialogue’ withand‘learning’ from other actorsin society —an arrangement
that does not check for any consistency between corporate words and deeds?

To get something of an answer, the next section looks more closely at some of the
business and political practices of this company (which is now not only one of the
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world's top food companies but also the top-ranking bottled water supplier) before
and after it became Globa Compact member. It also exploresthelinks between Nestlé
and the UN leadership, and the way in which Nestlé has helped to foster — and now
profitsfrom —theideaof ‘ partnership’ with the UN and other publicinstitutions.

Nestlé, the International Chamber of Commerce and
a business-friendly UN

“As part of his‘quiet revolution’ to renew the United Nations for the twenty-
first century, Secretary-General Kofi Annan is building a stronger relationship
with the business community.”

UN website
The United Nations and Business: A Global Partnership
1999%

“If we are to capture the promises of globalization while managing its adverse
effects, we must learn to govern better, and we must learn how to better gov-
erntogether.... Theinternational public domain must be opened further to the
participation of the many actors whose contributions are essential to managing
the path of globalization.”

UN Secretary-General Kofi Annan
“We the Peoples': The Role of the United Nationsin the 21% Century”
2000*

To assess the Global Compact ‘ multi-stakeholder’ initiative properly, to examine its
value and potential implications, the arrangement should be considered in a wider
historical context rather than focusing solely on its structure and workings.

Asthose who have studied the history of international regul ation of transnational
corporations are well aware, transnational corporations have long resisted and
undermined effortsto build acoherent and effective system of |egally binding regulations
on TNCs. In the 1960s and 1970s, newly-independent former colonies successfully
lobbied for a UN mandate to help them work towards a more socially just New
International Economic Order (NIEO). Their effortsincluded drafting an International
Code of Conduct for Transnational Corporations. The International Code of Marketing
of Breastmilk Substitutes was one of the few international codes that UN member
states adopted under the aegis of the UN before corporations, with the help of key
governments, managed to undermine and marginalize efforts to check the power of
TNCsthrough therule of international law.

The 1992 UN Conference on Environment and Development (UNCED) held in
Rio de Janeiro, commonly known asthe Earth Summit, was adecisiveturning pointin
the long history of corporate resistance to international legally binding-regulation. In
the run-up to the Summit, leaders of transnational corporations invested heavily in
public relations and lobbying campai gns proj ecting an image of international business
‘changing course' . Soon after, the UN abandoned itsdraft International Code of Conduct
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for Transnational Corporations. Ten yearslater, in the run-up to the 2002 World Summit
on Sustai nable Development (WSSD), or the Johannesburg Earth Summit, corporations
refined thisdiscoursefurther by calling on governments, the UN and theworld'scitizens
to see business not as part of the problem but as ‘part of the solution’ — and thus to
support theideaof ‘ partnerships’ with industry (which might —or might not —include
governments) asacomplement tointergovernmental negotiationsand action. The Global
Compact was portrayed in Johannesburg — as el sewhere before and since — as proof of
the substantial potential and successes of this‘ partnership’ model. *

Thus the story of the Global Compact and Nestlé starts some time before the
company’s acceptance into the arrangement. The Global Compact in fact epitomises
what has become the confluence of theinterests of both key UN and business-leaders,
theresult of several years' PR effortsand lobbying. Nestlé has been akey promoter of
the political paradigm advancing ‘ partnerships between the UN and the world's big
businesses.* It has been closely involved in disseminating the idea that there is no
fundamental contradiction between profit-maximisation and respect for people’'s hu-
man and labour rights—including theright to socially just, environmentally sensitive
development. Nestlé hasal so been very activein the past few yearsin promoting close
interaction at the highest level between the United Nations and business.

UN staff member Sandrine Tesner, who, with the cooperation of Georg Kell,
wrote abook on UN-Business Partner ships, pinpoints 1997 asadecisive turning point
in UN-business relations. Before that, she says, the UN had long been caught in a
detrimental and inimical relationship with business. In February 1997, however, afew
months after his election to UN Secretary-General, Kofi Annan went to the World
Economic Forum in Davos and stated publicly that there was now a* new universal
understanding that market forces are essential for sustainable development” and that
market capitalism faced “no major ideological rival.” (quoted in Tesner with Kell 2000:
33) A few months|later, in July 1997, Annan:

“unveiled along-awaited reform proposal that was the result of ateam
headed by Maurice Strong . . . former CEO of severa large corporations,
who had headed the preparations of the Rio Conference afew yearsearlier.
While the report did not devote a specific section to the UN-businessrela-
tionships, it emphasi zed the role of civil society asnot only adisseminator
of information or provider of services but also as a shaper of policy. Civil
society referred to nongovernmental organisations, academic and research
institutions, parliamentarians, and corporations.®" Indeed the report stated
openly that the relationship of the UN system with the businesscommunity
was ‘of particular importance.’” (Tesner with Kell, p.33)

Also in 1997, Nestlé CEO Helmut Maucher took over the helm of the International
Chamber of Commerce (ICC). He urged governments and the UN to work with business
to establish aframework for the global economy. Under thetitle*Ruling by Consent”,
he said in aFinancial Times opinion piece:
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“ Governments have to understand that businessisnot just another pressure
group but aresourcethat will help them set theright rules. TheInternational
Chamber of Commerce. . . isthe obvious partner from the business side
for thisintensified dial ogue with governments.*¥ With itslong-established
links with the UN system, the WTO and other intergovernmental
organisationsit isuniquely placed to make the businessviewpoint heard in
the decision-making bodies that count in today’sworld.

“Under my presidency, the ICC isresolved to take the lead in asserting the
business viewpoint more strongly in the Council of Nations. . . Oneof our
first steps has been to convene aformal dialogue between the |CC and the
many important organisations based in Geneva. . . and to bring together the
heads of international companies and the leaders of international
organisations so that the business experienceis channelled into the decision-
making process for the global economy.” (Maucher 1997)

Maucher found it “encouraging to note that UN Secretary-General Kofi Annan has
welcomed the | CC initiative to establish mechanismsfor closer consultations between
the United Nations and business.” (Maucher 1997) One year |ater, Maucher asserted
in the same newspaper that this strategy had already produced visible results:

“We have established the ICC asthe preferred dial ogue partner for business
with the United Nations and other international institutions.” (quoted in
Williams 1998)

And indeed, the Financial Times credited Maucher with getting “global institutions
listening to the once fusty International Chamber of Commerce.” (Williams 1998) Not
long after Maucher handed the | CC presidency over to the Lebanese banker, Adnan
Knassar, the |CC became one of the first, widely publicised supporters of the UN
Secretary-General’s Global Compact by welcoming the initiative in the July 1999
joint press-release.

Just before leaving the ICC presidency, Maucher added another strand to the
UN-business partnership strategy. In the name of democracy, he called for closer
Investigation into who “financesthese pressure groups.” He said that some senior UN
officialswerestill trapped by their old prejudicesthat businessinterestsclashwith UN
goals, but that they should listen to businessrather than pressure groupswhen helping
countries shape global economic rules. And as he added reassuringly:

“ThelCC can spesk with acertain mora authority becausewe' renot pushing
aparticular businessinterest . . . We' re not going to governmentsand pushing
them to sell more Nescafé. If you have good arguments and no hidden agenda
you have achance of being listened to.” (quoted in Williams 1998)
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Nestlé’s business practices: words versus deeds

“To get people to trust you, you have to prove to them that you are trustworthy
... Trust is built over a period of time . . . through consistency in word and
deed.”

Peter Brabeck-L etmathe
Beyond Corporate Image: The Search for Trust
November 1999%

“Aswe move ahead in the 21% century, we believe that abusiness strategy based
on high-quality food and beverage products can only be maintained by business
practices based on the principles of long term sustai nable development.”

Peter Brabeck-Letmathe
Nestlé CEO
May 20024

Given the closeinvolvement of Nestl€ sleadership in bringing about the policy para-
digmof ‘partnership’ with corporations, it isinteresting how long it took for Nestléto
become avisible Global Compact affiliate. Perhaps the company wanted to wait and
see how the arrangement would devel op and whether those invol ved would be able to
keep callsfor more effective co-regulatory arrangements at bay? Or perhaps some of
the non-corporate Global Compact participants had pointed out that high-level Nestlé
involvement might in fact jeopardisethe credibility of thewholeinitiative?

Itisnot publicly recorded when Nestlé became an official Global Compact mem-
ber. But it is known that in March 2002, the food transnational stated in its newly-
revised Nestlé Corporate Business Principles, “Nestlé has pledged support to the
Global Compact . .. All nine of the Global Compact Principles are now reflected in
the Nestlé Corporate Business Principles.” (Brabeck-L etmathe, 2002a)

Two monthsl|ater, the company published The Nestlé Sustainability Review. This
glossy 48-page document, which was widely distributed during the run-up to the Jo-
hannesburg Earth Summit, referred prominently to The Nestlé Corporate Business
Principles. It stressed that they had been translated into over 40 languages and that
“al Nestlé managers are required to know and abide by them.” (Nestlé 2002: 4; 5
original emphasis). The sustainability report itself was presented as an “attempt to
describe how we practice and implement the principles of sustainable development
where we have a direct influence and impact on economies, societies and environ-
ments.” 4 (Brabeck-L etmathe 2002Db)

Today, Nestlé€ s website asserts in amessage from its CEO on Our Responsibil-
ity: The Global Compact: “Nestléfirmly supportsthe principles of the United Nations
Global Compact and iscommitted to reflecting theseinits business practices.” At the
same time, it specifiesthat the Global Compact “is based on the recognition that de-
velopment and poverty reduction . . . can only come from efficient and profitable
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business’. It stresses that the Compact should not be understood as “a regulatory
regime or acode of conduct but [as] aforward-1ooking forum for the exchange of good
practices in order to achieve actual progress in creating a more prosperous and sus-
tainableworld.” (Brabeck-L etmathe 2003)

Do Nestl€'s actions match itswords and its public allegiance to UN principles?
Thefollowing storiesfrom Ethiopia, Pakistan, Brazil and the United States about some
of the company’s business and political practices may begin to provide something of
an answe.

Nestlé’s contribution to sustainable development in Ethiopia

“ At Nestlé we define sustainable devel opment as the process of increasing the
world’s access to higher quality food while contributing to long term social
and economic development, and preserving the environment for future genera-
tions.”

The Nestlé Sustainability Review
May 2002+

“[One day] we are going to be asked: what have you done to fight hunger in
developing countries?’

Peter Brabeck-L etmathe
Beyond Corporate Image: The Search for Trust
1999%

A few months after Nestlé featured so prominently at the October 2002 Global Com-
pact Symposi um —asymposium which had invited corporationsto become ‘ strategic
partnersfor development’ —the company madeinternational headlineswhen it claimed
US$6 million from Ethiopia, one of theworld’s poorest countries, in compensation for
the country’sformer military government nationalising alocal meat processing plant
27 years before.

On 18 December 2002, the UK development agency, Oxfam, demonstrated in
front of the Nestlé's UK offices to demands that the company reconsider its claim.
According to Oxfam, the Ethiopian government had offered to pay Nestlé about US$1.5
million, a figure based on the exchange rate at the time between the dollar and the
Ethiopian birr. Nestlé, however, was pushing for asum based on the exchange rate at
thetime of nationalisation.*

Oxfam had to point out what seemed obviousto many observers: that the country
could ill afford such a payment when more than 11 million Ethiopians were starving
and it wasfacing itsworst faminein 20 years. “Wethink it isextraordinary that Nestlé
istrying to claim $6 million from a country suffering such severe deprivation,” said
Sophia Tickell, senior policy adviser at Oxfam. “Six million dollars could provide
clean water to more than 4 million people in Ethiopia or build 6,500 wells in this
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drought-ravaged country.” (quoted in Crooks & Daneshkhu 2002)

Yet standing by itsdemand was* amatter of principle,” aspokesperson for Nestlé
said. “Intheinterest of continued flows of foreign direct investment whichiscritical
for developing countries, itishighly desirablethat conflicts are resolved according to
international law and in aspirit of fairness.” (quoted in Denny 2002 )

Nestlé emphasi zed that the talks which had resulted in the company’s claim had,
in fact, been initiated by the Ethiopian government itself as part of a World Bank-
brokered effort to settle ssimilar compensation claimsfrom some 50 other foreign firms.
What isstrangeiswhy Nestléwasinsisting on compensation at all, giventhat it wasan
Ethiopian branch of a German company that Nestlé did not even own at the time of
nationalisation.* Nestlé, however, claimed not only that it wasfair for Ethiopiato pay
theworld'slargest food transnational, but al so that doing so would benefit the country.
“A successful resolution will re-establish the confidence of international investors,
which will be to the benefit of the Ethiopian government, ” Nestlé said (BBC 2003).
But itisdifficult to see how paying out US$6 million could really benefit the peopl e of
acountry wherethree-quarters of the population live on lessthan $2 aday, almost half
the children are underweight, and whose economy has suffered in recent years from
war, athree-year drought and the worldwide collapse in the price of coffee, which
accountsfor 60 per cent of its export earnings.

Onewonderswhether the company had heard the poi nts made by groups such as
Oxfam. “ Drought isthreatening many farmerswith the prospect of famine,” said Sophia
Tickell, Oxfam’s senior policy adviser. “Nestlé, by contrast continuesto thrive. The
company does not need $6m. It isahighly profitable company which could easily live
up toitscommitment to * help fight hunger in devel oping countries’ by writing off this
claim. At the very least Nestlé ought to be accepting the settlement offered by the
Ethiopian government.” (quoted in Denny 2003)

A top PR adviser and reputation management specialist, John Mahony, who was
aformer chief executive of leading public relations firm Edelman London and now
running hisown consultancy, Reputationl nc, joined thefray. Interviewed for awidely-
publicised article in aUK daily newspaper, The Guardian, he called Nestl€' s insist-
ence on payment from the Ethiopian government a huge public relations blunder that
could have been avoided. He said that the Swiss food giant should give the money
back to the Ethiopian peopleto help combat the famine. (Day 2002)

Nestlé has never quite managed to shake off itslong-standing reputation for ag-
gressively promoting infant formulain poverty-stricken countries, even thoughit has
worked hard to do so. Given its experience, how could it have made such a mistake?
Had it not learnt any lessonsfrom itsinfant formulaencounters? Had it not carried out
areputation risk assessment before getting embroiled in an international mediabattle,
wondered Mahony. “Nestlé should have agreed what they were going to do with the
fund in advance. It isunacceptablein thisclimateto receivethe money and returnit to
shareholders,” he told The Guardian. “ They should have agreed to take the compen-
sation offered and giveit to anon-governmental organisation to return to the Ethiopian
people.” (quoted in Day 2002)
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After Oxfam had called on the public to put pressure on Nestlé by flooding its
headquarters with protest emails, and after the company’s Swiss headquarters had
held an emergency meeting, Nestlé s Chief Executive Officer made a public state-
ment. “Wedo think it’simportant for thelong-term welfare of the people of Africathat
their governments demonstrate a capacity to comply with international law”, reiter-
ated Peter Brabeck-L etmathe in a statement issued on 23 December 2002. Given the
desperate situation in Ethiopia, however, he pledged in the spirit of Christmasthat the
company would “devote any money received from this settlement to both public and
private effortsto relieve hunger in Ethiopia.” (quoted in Baby Milk Action, 2003)

One month and 40,000 protest emailslater, Nestlé announced that it had agreed
to settle at US$1.5 million and to donate the money to humanitarian organisations
providing emergency food aid. In future, it would, moreover, explore ways to help
Ethiopiacreate longer-term food security and accessto water — or asitsannouncement
putit: “astheworld’ slargest food company and largest bottled water company, Nestlé
has extensive experience in sourcing water. These efforts are part of Nestlé's long-
term commitment to create sustai nable economic development and reduce hunger in
Africa.” (Nestlé 2003)

Better proof of the company’s commitment to peoples' right to food and a so-
cially just and sustainabl e devel opment might have been its abandoning its compensa
tion claim altogether, refraining from veiled threats of non-investment, and pledgingto
pay higher product pricesto Ethiopian’s coffee growers.

Nestlé and water

“Nestl € recognises that responsible water management of world-wide water
resources is an absolute necessity.”

“Water is essential for nutrition. Nestlé, through its Perrier Vittel Company,
provides a wide range of pure, safe, wholesome and convenient bottled waters
of high quality to meet the increasing and varied needs of consumersthroughout
theworld. Protection of springs and their surroundingsisof primary importance
in this endeavour.”

The Nestlé Water Policy
March 20024

Nestlé might have ‘ extensive experience in sourcing water’, but would sharing such
experience with Ethiopiamake up for itstaking money from the country’s democrati-
cally-elected government and rechannelling it as financial donationsto food aid and
other charities with the appearance of corporate philanthropy?

The company may well portray any of its projectsin Ethiopiaas examples of its
contribution to the worldwide struggle to promote and fulfil people’ suniversal human
right to accessto safe drinking water. At issue, however, isnot whether Nestléisgood
at finding or pumping water. The question is whether the way in which the company
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exploits and commodifies water harms people and the environment. A few examples
from Pakistan, Brazil and the United States illustrate some potential answers.

Twelveyearsago, Nestlé bought the French mineral-water company, Perrier, and
thus entered the league of bottled-water sellers. “We knew water will become the
most important raw material in the 21% century,” explained corporate spokesperson,
Hans-Jorg Renk. “ The growth ratesin this area are higher than in others.” Nestlé has
since bought company after company and water source after water source. At the
same time, it has changed its marketing strategy. As one of its marketing brochures
putsit, Nestléturned from being a“ speciaist for mineral-water” into a“ global player
on thewater market.” It now fillsup plastic bottlesin 107 places and sellsthem under
77 different trade names. In 2002, with 17% of theworld’sbottled water market and a
turnover of 7.7 billion Swiss Francs (about US$6 billion), Nestlé became the top-
ranking bottled water company. (Stern 2003) 4/

But while the company continuesto sell genuine mineral-waters such as Perrier
or San Pellegrino, more and more of itsturnover isnow based on the sale of ordinary
table water. To expand into emerging and devel oping countries, the company created
aspecial brand of bottled water, PureLife, whichit introduced in Brazil, Egypt, China,
India, Pakistan, Turkey and Uzbekistan, to namejust afew destinations. Its European
equivalent is sold under the name Aquarel. The corporate concept underlying these
megabrandsis‘ multi-source water’ —watersfrom varied sourcesthat all undergo the
same treatment: mineral extraction followed by a standardised mineral combination
addition.

In the past few years, increasing concerns have been raised about the negative
aspects of this transnational business in ‘blue gold’. What marketing methods are
employed to persuade consumerswith accessto perfectly safetap water to buy expen-
sive bottled water? Will the sales of bottled-water to the better-off decrease pressure
on public authoritiesto make safe drinking water available to the morethan onebillion
people who lack such access? What might the overall effects be of transnational cor-
porations using local freshwater sourcesto fill and sell billions of bottles?

These concernsare based on storiesinvolving beverage transnational semerging
from all over theworld; just three of them from are summarised below.

Marketing disguised as public information in Pakistan

“Nestl €, in cooperation with health authorities, promotesto consumerstheimportance
of using safe water for food and drink preparation,” states the company’s business
principles, “as part of [the company’s] broader commitment towards the good of the
community.” (Nestlé 2002a:18)

But the ‘information’ campaigns described by the Asian Wall Sreet Journal to
introduce Pure Life to Pakistan in 1999 suggest that such activities are designed to
play on people’s worries about the quality and safety of drinking water as part of a
wider marketing strategy.

Two months preceding the product launch, amarketing company in Pakistan, which
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was subsequently revealed to have been hired by Nestlé, held various seminars on
water at which officialsfrom various Pakistani health institutions criticised municipal
water plants and described local bottled-waters as health threatening. At the time, it
was not clear that Nestlé was behind these ‘public information’ events. Six months
after itslaunchin the country, Pure Life had gained over half the bottled water market.
Nestléwaslater heavily criticised for itsaggressive, manipulative campaign. A spokes-
person promised better behaviour in future country launches of PureLife. (Stern 2003)

A PR campaign in Brazil

Severa reports from areas in which Nestlé owns or exploits water sources suggest
that itisdifficult or intimidating for local peoplewho are concerned about the way the
company isusing their water to raisetheir concernsdirectly. Yet people have managed
to do so and to join hands with people elsewhere if needs be to regain control over
local water sources.

Citizensfromthe Brazilian city of Sdo L ourenco, for instance, say that Nestlé has
caused environmental havoc by pumping out too much water. One of the city’s nine
precious mineral water sources hasdried up, they claim, and the mineral composition
of the others has changed. They fear that the other water sourceswill dry out soon as
well, which would be catastrophic from an environmental perspectiveand for thelocal
economy.

S&o Lourencoisin aregion known as Circuito das Aguas, which harbours one of
theworld’srichest sources of mineral water. These waterswere discovered at the end
of the 19" century and the fame of their healing propertiesled to the creation of Water
Parcsin S&o L ourenco and four small neighbouring cities.

S&0 Lourengo’sWater Parc has always been privately owned. Thisdid not create
any problems, say the citizens, until Nestlé acquired it when it bought up the previous
owner, French company Perrier. Nestlé continued the sales of Perrier’slocal mineral
water brand. But in addition, recognising S&o L ourenco’sideal |ocation between Bra-
zil’'s mega-cities of Sao Paolo, Belo Horizonte and Rio de Janeiro, it opened up a
much bigger water plant next to the original one. Since 1996, more than 30,000 litres™
have been pumped every day from thiswell which ismore than 150 metresdeep. The
water from the new well isrichiniron and dark in colour once bottled. The company
recognised that, even though it was of good quality, consumers would not buy it.
Nestl€ s solution? Demineralise and re-mineralise the mineral water and sell it under
its Pure Life trademark.

When Nestléignored their concerns about the water’s overexploitation (and other
problematic business practices),” Sdo Lourenco’s inhabitants organised themselves
Into a“movement of citizens of the waters’. They held a public hearing with local
Nestlé representatives, catalysed apublic inquiry and eventually filed a court case.

Nestlé responded with a high-profile PR campaign. When Brazil’s new
president, Luiz Inacio “Lula’ da Silva attended the 2002 World Economic Forum in
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Davos, Nestlé CEO Peter Brabeck-L etmathe pledged hiscompany’ssupport for Lula’s
campaign against hunger in Brazil. The Brazilian media have since carried regular
prominent stories about Nestl€'s generous donations of powdered milk to the coun-
try’smuch publicised Zero Hunger campaign.

These activities prompted one of the citizen movement’s co-founders, Franklin
Frederik, to come to Nestl€'s home country of Switzerland to publicise what was
happening in Brazil. “If we lead the struggle only in Brazil, we have no chance,” he
said. “The big newspapers of my country do not report about us, probably out of fear,
they could anger animportant advertising client.” Only internationa pressure can compel
Nestlé to stop producing Pure Life in S&o Lourenco before the Water Parc has dried
out irrevocably, he says. If Nestlé were to do so, tourism — the city’s main source of
income—would easily revive. Therewould not be many jobslost at the Pure Life plant
asitishighly automated. Moreover, “any grand hotel of S&o L ourenco employsmore
people than Nestlé.”*

Free public water and misleading advertising in the United States

Criticismsabout Nestl€ swater business have a so comefrom the United States, where
annual growth ratesfor bottled water have reached 10 percent in recent years. Nestlé
has now managed to take the lead over its competitors, Pepsi and Coca Cola.

In Michigan, citizensare calling upon the State Governor, Jennifer Granholm, to
withdraw Nestlé's permission to pump groundwater because they fedl it is not right
that the company can just buy aplot of land, pump out as much water asit likes, and
even get tax rebates for doing so.

Thetrouble started in May 2002, when Nestl€ put up a pumping-station at Michi-
gan Lake and starting piping the water through a 20-kilometre pipe to the small town
of Stanwood, whereit now fillstwo million plastic bottlesevery day. Thewater issold
under the name of Ice Mountain Natural Spring Water in nine other US States. The
previous Michigan Governor, John Engler, not only allowed Nestléto build the pump-
ing-station for just US$85° — the fee everyone hasto pay to dig awell on their prop-
erty —heaso gaveit millions of dollars of tax rebates. (Reber Amman 2003)

Citizens have been protesting ever since. Some have organised themselvesinto
the Michigan Citizens for Water Conservation and have lodged a court case against
Nestlé, claiming that theintensive pumping ishaving negative impacts on the environ-
ment. They say that the water level of the Little Muskegon River, whose source is
being tapped by Nestlé, has dropped.

But for them, theissuesaremorefundamental. “ Thisisabout the question whether
or not water can beprivate property,” saystheinitiative'slawyer, Scott Howard. “ Should
an enterprise be allowed to take a natural resource, such as water, and package and
sell it al over the country —without paying for it?’ This, he argues, is not customary
for thelogging or mineral industrieswhich usually haveto pay substantial feeswhen
they cut forests or extract metalsand coal. (quoted in Hosdli, 2003: 28) Nestlé spokes-
person Jane L azgin has denied that the pumping-station has any negative effectson the
environment. For her, the disputeis about interpreting the State’slaws. Nestléisjust
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using araw material from its private property to produce aproduct, she said, just like
afarmer or abeer-brewer, and thusits practices do not amount to water privatisation.
(Reber Amman 2003)

Itisnot just in Michigan, however, that Nestlé hasruninto water difficulties. Itis
currently facing citizens' resistancein at least five (Stern 2003), if not eight, other US
States.

In June 2003, citizensfiled aclass-action suit against Nestlé Waters North America
at the Connecticut Superior Court. The suit argues that Nestlé falsely advertised its
Poland Spring brand as spring water when in fact, “it is neither natural nor spring
water” and much of it “comesfrom sources of alesser quality than sometap water.” It
Is also accused of charging premium prices for its water that it promoted as “found
deepinthewoodsof Maine” and “exceptionally well protected by nature.” According
to the complaint, the original Poland Spring, oncethe site of asmall bottling company,
has not flowed since 1967. The actual sources of Nestl€'s Poland Spring water are
man-made wellslocated up to 30 milesaway from the original source, some of which
are surrounded by asphalt parking lots or are potentially dangerously contaminated,
say the plaintiffs.

Similar law suits have been filed with the New Jersey Superior Court and the
M assachusetts Superior Court (Hagens Berman)®.

In response, Nestl€'s headgquarters maintain that the objections to their water
business have come only from small groups—and that their objections are unfounded
anyway. (Stern 2003)

Nestlé’s political practices
Misrepresenting infant food obligations

“Nestléis afounding member of the International Association of Infant Food
Manufacturers (IFM) . . . which was formed to encourage highly responsible
marketing standards for the infant food industry.”

Infant Food and Nutrition,
Nestlé Corporate Business Principles
May 2002>

Nestlé sresponsesto its USwater criticsare similar to those it has made in the infant
food debate. Nestlé argues, for instance, that allegations of its unethical marketing
practices are the fabrication of small and incorrigible ‘anti’ -corporate groups. It con-
tends that many others acknowledge that Nestl€ has fundamentally changed its prac-
tices since the 1970s when mediaimages of dying babies generated one of the most
widely-publicised consumer boycottsin corporate history and prompted policy mak-
ers to establish international rules to curtail the marketing practices of infant food
manufacturers. Today, Nestlé excuses any wrongdoings with statements admitting that,
in a company of 220,000 employees, mistakes do happen — in other words, it
indirectly asserts that there is nothing systematic about the company violating the
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principlesand spirit of the 1981 International Code of Marketing of Breast-milk Sub-
stitutes.

As PR textbooks and the media continue to point out, Nestlé has taken great
painsto shake off its‘ baby killer’ image. But the space that it devotes on its website,
inits Corporate Business Principles and in other documentsto the infant food debate
indicate that this reputation continues to haunt the transnational .

Nestlé's Sustainability Review, for example, claims that the company ensures
that its marketing practices conform to national implementation of the International
Code and that “in addition, in al developing countries .. . . Nestlé voluntarily applies
[the Code] in its entirety.” (Nestlé 2002: 41). This may sound progressive to those
who do not know the International Code and itsaccompanying political debate. Butin
fact, the statement indicates not a step forwards but a big leap backwards. The Inter-
national Code specifiesthat:

“Independently of any other measure taken for implementation of this Code,
manufacturersand distributors should regard themsel ves asresponsiblefor
monitoring their marketing practi ces according to the principles and aim of
this Code, and for taking steps to ensure that their conduct, at every level,
conformsto them.” (Article 11.1.3.) Yet Nestlé depicts Code compliance
asvoluntary expressing aparticular sense of corporate social responsibility
towardstheinfants‘in developing countries.’

Moreover, it has continued to violate the International Code, and to promoteitsinfant
foods in ways that put the health and lives of infants at risk, both before and after it
was admitted into the Global Compact.®® It has continued to undermine attemptsto set
up meaningful national 1egislation based on the Code. For instance, it has promoted a
model of national implementation of the International Code as based on ‘voluntary’

agreements (rather than legally-binding measures) between governments and infant
food manufacturers. It hastried to claimits‘rightful’ place on committeesresponsible
for monitoring and enforcing the Code. Acceptance of Nestléinto the Global Compact
may well be regarded in many circlesasaseal of approval of its statements about its
change of heart —while at the sametime hel ping the company to undermineimplemen-
tation of the International Code in national law.

Engineering trust — and sowing distrust

“Today, the real leadership challenge is winning trust. It appliesto all constitu-
enciesthat acorporation isin contact with —to shareholders, employees, suppli-
ers, customers, the authorities. Each and everyone of them is crucia for the
long-term success of a corporation [...]"

“[T]rust is the foundation of leadership . . . We can manage business without
trust for some time. However, we will not achieve long-term positive results
unless. . . we can convince our customers and partnersthat doing so respondsto
their needs. In this sense, trust is really a recipe for success, for a continued
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long-term creation of wealth that will in the end contribute to improving the
standard of living for all mankind.”

Peter Brabeck-Letmathe
1999

All these reports may explain why not only citizens but al so some of those government
and UN officials who know about Nestl€'s business and political practices over the
past 20 to 30 years are concerned about an initiative that relies on Nestlé€ swords and
publications rather than its actions. Many of them are concerned about the way in
which the Global Compact can enhance a positive corporate image. They are aso
concerned about the way in which the Global Compact Iends itself to endorsing the
ideathat we should ‘trust’ businessand distrust ‘ confrontational’ critics.

Many corporations have long promoted such a selective notion of trust. Peter
Brabeck-L etmathe wasjust following tradition when he addressed the Oxford Univer-
sity European’ sAffairs Society in 1999 on how to go Beyond Corporate Image. ‘ Trust’,
he claimed, was the fundamental ingredient in the world's largest food company’s
recipefor success. His‘trust’ speech, which features prominently on Nestl€ swebsite,
stressed that:

“Trust iscreated slowly. It stemsfrom consistency between word and deed,
from carefully argued positions and from the willingness to adapt to new
situations and learn. It also comes from the courage to say things clearly
and straightforwardly . .. andif suchisthe case, to say if things have gone
wrong.” (Brabeck-L etmathe 1999).

Brabeck-L etmathe outlined why he believed Nestlé deserved such trust and claimed
that itssize—twicethat of its nearest competitor and asalesfigure of 72 billion Swiss
Francs — proved that consumers had such trust init. He expressed his appreciation of
Nestl€'s shareholders and consumers because, due to their “natural disposition” to
trust their own judgement, they “were not likely to be stampeded into a campaign
because a pressure group has suddenly discovered some alleged irregularity some-
where.”

He gave his opinion on the extent to which pressure groups could be trusted.
“Campaign groups, such as Greenpeace,” he said, “owe much of their undeniable
public punch. . .toaskill in creating and expl oiting mediaeventswhich do not always
convey factually correct information.”*® He conceded that “ such groups often perform
avaluable role as whistle blowers,” but warned that “they also play a propagandist
role, which plays on consumer fears by selected presentation of facts and opinionsto
suit their case.” Moreover, he claimed:

“Pressure groups exploit the climate [of free expression] and attempt to
mobilize public sentiment against companies or even try to dictate corpo-
rate conduct through threats [for example, of boycotts] . . . There are aso
attempts to undermine trust in companies, institutions, and, as occurred in
Seattle, in our free market society.” (all quotes Brabeck-L etmathe 1999)
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Hewasglad to affirm that the sometimes* acrimonious debates,” in particular those
catalysed by the proponents of |egally-enforceabl e effective controls on the marketing
of breastmilk substitutes and by the company’s stance on genetically engineered food,
had not damaged the company’ s reputation.

The Global Compact as a vehicle for industry views

Sinceit joined the Global Compact, Nestlé has displayed an interesting interpretation
of the arrangement, knowledge of which may well lessen peopl €’ strust in the compa-
ny's—and the Global Compact’sand the United Nations' — professed concern for their
well-being and interests. At the October 2002 Global Compact and Swiss Business
Symposium, Brabeck-L etmathe gave aspeech onthe UN Global Compact and Nestl€'s
Experience on Cor porate Responsibility for Development. “Nestl€ has aresponsibil-
ity for long-term development of countries where it has operational companies’ he
said, but qualified that “our greatest socia impact isnot through funding [ philanthropic]
projects, but poverty reduction through our basi ¢ business development.” >’ (Brabeck-
L etmathe 2002:c, original emphasis)

He shared hisreflections on how the Global Compact could help Nestl € to fulfil
thisresponsibility for development in an increasingly complex business environment.
Depicting “the proliferation of multiple guidesand guidelines|as] counterproductive,”
he expressed awish to refer not to “detailed rules’, but to “focus on essentials.”

To ensurethat afew essential principlesarereally universal, Brabeck-L etmathe
urged “more dialogue with the people concerned.” He felt that the Global Compact
was an important tool in achieving this. “The Global Compact was defined by UN
Secretary Kofi Annan asaplatform for dial ogue; dialogue with the people concerned,”
he said. “ The Global Compact taken seriously is mainly supposed to help to actually
improve the situation of peoplein the devel oping world, not to please observersinthe
West.” (all quotesin Brabeck-L etmathe 2002c)

Nestl€ sAssistant Vice-President of Economic and International Relations, Herbert
Oberhandgli, echoed many of these statements a month later in a webletter from the
Evian Group, athink-tank founded to channel business views on global trade and the
market to the appropriate ears.® He, too, felt that, to strengthen its contribution to
devel opment, Nestlé should, aboveall: “focusonwhat [it] knows best; for companies
that is normally the businessitself.” He said that it should use “dia ogue rather than
guidelines, adial ogue with people who are actually concerned.” (Oberhansli 2002)

Aswith many other transnational corporations, Nestlé haslong tried to persuade
othersthat legal regulation of itspracticesisnot really useful or needed. The company
has along history of using divide-and-rule tactics to undermine pressure from more
vocal NGOs and UN agencies. Defining whose views should belistened to and whose
ignored or dismissed is part of that strategy. Many observers are worried that the
Global Compact will help to makethis strategy more efficient through theincreasingly
close contactsit fosters between top public officials and leading corporate figures.

Indeed, industry views on the most appropriate regulation and its distinction
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between constructive and confrontational, legitimate and illegitimate ‘ dialogue’ part-
nersare now mirrored in many statementsfrom those whose mandateisto work inthe
publicinterest. For example, Switzerland’s Secretary of State, David Syz, stated in his
keynote address at the October 2002 Global Compact and Swiss Business Sympo-
sium that a focus on adherence to the nine principlesis “more likely to bring about
positive resultsthan confrontation,” echoing many corporate arguments:

“Critics of the UN Global Compact have pointed out that it lacks the
necessary mechanisms to ensure enforcement. This reflects a
misunderstanding of today’s global realities. We live in aworld in which
the traditional domination, hierarchical, command-and-control model is
hopel essly inadequate to cope with the speed at which aknowledge-driven
global economy and interconnected society evolves and changes. The UN
Global Compact challenges usto behavein amore mature and responsible
way. Associety matures, it needs|ess—rather than more sanctions— because
It bases its behaviour on shared values. People that are bent on seeing
corporations as fundamentally evil will disagree with such an argument.
More optimistic people—and | am one of them — consider corporations as
fundamentally good, even if they unarguably make mistakes, and see the
wisdom of co-operation and partnerships.” (Syz 2002: 2-3)

Global Compact supporters have called on the arrangement’ sNGO affiliatesto stay in
the initiative — or at least not to disturb it with their criticisms — by arguing that the
Compact is not meant to substitute for stricter, enforceable regul atory approaches or
other means to hold corporations accountable. (UN 2001) But it is worrying that by
2002, when “the Global Compact still need[ed] to proveitsability to forcethe pace of
corporate reform,” that it had become “just about the only game in town.” (Utting
2002b: 90 and Utting, 2000a: 645)

“A basic concern with UN-TNC [corporate social responsibility] partner-
shipsin general isthat they reflect a shift in approach whereby lukewarm
voluntary initiatives have crowded out important mechanisms and institu-
tional arrangementsinvolving new formsof international law, oversight or
monitoring of TNC activities, mediation or arbitration of disputes, and critical
research into regulatory alternatives and the social, environmental and de-
velopmental impactsof TNCs.” (Utting 2002a: 645)

The list islong of all the instances in which the Global Compact has been used to
marginalizecritical voicesand to undermine effortsfor more effective ways of holding
transnational corporations accountable, while at the same time promoting arestructur-
ing of the world and public institutions along neoliberal lines. One example was its
presentation at the New York UN Millennium Summit and the UN General Assembly
in 2000, and Johannesburg Earth Summit in 2002 asamode! ‘ public-private partner-
ship’ or ‘multi-stakeholder-initiative' .

Another is corporate use of the Global Compact to undermine any hint of
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regulation that might be a little more than the Global Compact’s non-committal alle-
giancetoitsnineprinciples. In August 2003, for instance, the UN Sub-Commission on
the Promotion and Protection of Human Rights unanimously adopted the UN Draft
Norms on the Responsibilities of Transnational Corporations and other Business En-
terprises with Regard to Human Rights. These draft norms bring together a range of
legal obligationson corporations, drawn from existing human rights, labour rightsand
environmental standards. The letter from the four NGOs associated with the Global
Compact called for acloser link between the Compact and these standards.

But international business associations have criticised the document for calling
on companiesto be* subject to periodic monitoring and verification by the UN”, some-
thing they say is at odds with the ‘voluntary’ spirit embodied in the UN’s Global
Compact initiative. (Birchall 2003). The International Chamber of Commerce and the
I nternational Organisation of Employers described the proposed draft normsas* coun-
terproductive to the UN’s ongoing efforts to encourage companies to support and
observe human rights norms by participating in the Global Compact.” They said that
thedraft norms*“risk inviting negative reaction from business, at atime when compa-
niesareincreasingly engaging into voluntary initiativesto promote responsible busi-
ness conduct.” (ICC/IOE 2003) Thomas Niles, president of the US Council for Inter-
national Business, called the norms “totally duplicate and unnecessary.” (quoted in
Balch 2003)

The media have predicted stiff resistance from international business and from
the United States government when these normsfor business are submitted to the full
53 Human Rights Commission for approval in March 2004. Effortsto transform norms
for businessinto legally binding international legislation would undoubtedly trigger
far moreresistance.
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PART FOUR

Dissolving the Global Compact

“Intergovernmental policy making in today’s globa economy isin the hands of
the magjor industrial powers and the international institutions they control . . .
Their rule making may create a secure environment for open markets, but there
are no countervailing powersto protect human rights and promote human devel -
opment.”
UNDP Human Devel opment Report: Globalization with a Human Face
1999%

“Itis. .. crucia that governments protect the integrity of the spirit and letter
of the UN embodied in *We the peoples’ [opening phrase of the UN Founding
Charter] . .. by ensuring a corporate free UN.”

“[We] strongly call on governments to support agrowing citizens' campaign
that demands the dissolution of the Global Compact.”

Asia-Pacific People’'s Forum on Sustainable Devel opment
2001%°

This publication has asked whether the Global Compact helps to hold corporations
publicly accountable — or whether instead it hel ps corporations rule the world. It has
examined the arrangement’s value in terms of its potential to change business prac-
tices and the links between the Global Compact and democratic decision-making and
processes.

The publication has summarised questions addressed to UN officials and out-
lined some suggestions for reform and alternatives. There haslong been adifference
of opinion withinthe NGO community over the ultimate value and impact of the Glo-
bal Compact. Yet many NGOs within and outside the arrangement are united in their
opinion that the Global Compact needs to make further changesif it wantsto make a
visible positive impact on the practices of its corporate affiliates.

Scrutiny of Nestl€ sinvolvement in the Global Compact confirmsthe opinion of
many that the Compact is more or less useless as an instrument to hold corporations
publicly accountable. It a'so confirmsfearsthat the Global Compact isinfact gravely
threatening because companies can use it in many ways to enhance their reputation
through image transfer, to ward off or undermine legally-binding regulation, to
marginalize critics and to gain greater influence over decision-makers through the
worldwidereplication of the Global Compact asalearning model and project partner-
ship.

After severa years of debate, there islittle indication that the UN promoters of
the Global Compact arewilling to re-evaluate this high-level experiment. Part of this
reluctance can probably be explained by the fear that doing so would cause corpora-
tionsto leave the arrangement.

Scrutiny of the Compact’s constantly-changing details and arrangements and of
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how corporationsuseit, however, risksdetracting attention from the fundamental *flaw’
of this high-level UN-sanctioned experiment: the Global Compact is based on and
propagates the credo that there is no fundamental contradiction between profit-
maximization and thewill and ability to ‘voluntarily’ respect human rights and foster
human devel opment and democratic decision-making.

Relying on corporate self-interest while refraining from any meaningful checks
on actual corporate practicesisakinto building on quicksand. Replication of the Glo-
bal Compact model all over theworld risks creating new networks of elite governance,
entrenching corporate-led neolibera globalisation and eroding democratic structures.

A number of NGOs have pointed out that, by actively promoting neoliberal eco-
nomic globalisation and closer association between the UN and corporations, UN
leaders have overstepped their mandates. This, they say, is profoundly contradicts
democratic values, undermines the roles of both states and the United Nations, and
leavestheworld' scitizensat the mercy of transnational corporations. While UN agen-
cies and member states are reduced to being just one of many ‘stakeholders’ and
‘partners’ inworld politics, corporations are being elevated to the rank of privileged
‘partners’ in global policy making. (see, for example, CETIM & AAJ 1998; Cataldi
2003, Martens 2003)°* Asan NGO alliance put it in astatement to the United Nation’s
Human-Rights Sub-Commission in 2000.

“In 1978, the non-governmental organisation Declaration de Berne pub-
lished a booklet entitled ‘ The Infiltration of the UN System by Multina-
tional Corporations.” Based on solid documentation the bookl et describes
the activities carried out by important transnational corporations (Brown-
Bovery, Nestlé, Sul zer, Ciba-Geigy, Hoffmann-LaRoche, Sandoz, Massey
Ferguson, etc.) with the view to influencing the decisionstaken by different
bodies of the United Nations system. At present, ‘infiltration’ is no longer
necessary because the doors of the United Nationsare being widely opened
to transnational corporationsin accordancewith thegenera pattern of grant-
ing decision making power to the big economic and financial conglomer-
ates. Whiletaking away such power fromitslegitimate owners—the States
and the peoples — the United Nations engagesin apolicy [which] is detri-
mental to the civil, political, social, cultural and economic rights to the
great majority of theworld population.” (CETIM et al. 2000)

As aready mentioned, the NGO community has long been split over whether to de-
mand reform or dissol ution of the Global Compact. A critical task today isto work for
the protection and promotion of human rights and a socially-just world. One way of
doing so is to demand with one voice that the Global Compact be disbanded and to
remind UN leaders of their mandate to assist states in checking corporate power by
establishing legally-binding frameworksfor transnational corporations. Asthe Com-
mission of Global Governance said nearly ten years ago, one of the magjor tasks in
democratizing global governance is to subject “the rule of arbitrary power — eco-
nomic, political, or military —to therule of law within global society.” (CGG 1995: 5)
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Endnotes

1 The World Economic Forum is an annual gathering, usually in Davos, Switzerland, of prominent
business figuresthat pridesitself on setting global policy agenda. It describesitself as*“the leading
interface for global business/government interaction” which aims to create “partnerships between
and among business, political, intellectual and other |eaders of society to define, discussand advance
key issues on the global agenda.” (See www.webforum.org, accessed 14 December 2001.) Accord-
ing to political scientist Samuel P. Huntington, “Davos people control virtually al international
institutions, many of the world’s governments and the bulk of the world's economic and military
capabilities.” (Huntington 1999)

2 Many citizen action groups might agree with the Secretary-General’s view that social and other
standards should be negotiated under UN agencies rather than the WTO. But many would stress at
the same time that the current WTO trade regime is socially unjust and that its decision-making
structures are profoundly undemocratic and biased in favour of rich countries and transnational
corporations. See, for example, Curtis 2001.

3 p.85.

4 The bulk of this book Building partnerships. Cooperation between the United Nations and the
private sector, is based on the UN Secretary-General’s report to the General Assembly “ Coopera-
tion between the United Nationsand all relevant partners, in particular the private sector,” under an
agendaitem headed “ Towards Global Partnerships’ (A/56/323), November 2001. The author, Jane
Nelson, director of policy and research of the UK-based Prince of Wales International Business
L eaders Forum, elaborated the text further in order to provide amore detailed “ practitionners hand-
book” and overview of the different rel ationships between the UN system and the private sector.

°> See, for example, Bruno and Karliner 2002; Lara Cataldi 2002; Kerkow et al. 2003.

¢ The term given to corporations which enrol into the Global Compact has varied over timein the
Global Compact Office’s publications. For reasons of convenience, this publication uses‘ members,
‘participants,” ‘ affiliates,” and/or corporate ‘ partners’ as synonyms for companies which have offi-
cially pledged adherenceto the nine universal principles.

" Quoted in Global Policy Forum 2001.

8 Citizens' Compact on the United Nations and Corporations and list of signatories, reproduced in
Bruno and Karliner 2002, pp.142-145, and www.corpwatch.org or www.earthrights.org/un.

%It also asked the UN to look for waysto ensure that multilateral agencies such asthe International
Monetary Fund (IMF), the World Bank and the World Trade Organisation (WTO) adhered to the
principles and goals of the UN charter.

10 Although the term * public-private partnership’ isnow frequently used in UN literature, thereisno
single agreed-upon UN definition asto what it is. Nelson tried to distinguish between * partnership’ -
and other collaborative relationshipswith the for-profit sector. She suggested that one key-featureis
the* shared process of decision making . . . Inthe most strategic partnerships, the partnerswill work
together at al levelsand stages, from the design of the initiative to the implementation and eval ua-
tion.” (See Nelson 2002: 11; 47)
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Yet thisisprecisely what critics see asthe problem caused by the widespread promotion of this
paradigm as the policy innovation of the New Millenium. The paradigm of ‘partnership’ with the
private sector usually impliesthat interaction should be based from the outset on *trust’” and * mutual
benefit’, and that the partnership isa‘win-win’ situation for all concerned (or even ‘win-win-win’
situation, depending on the number of sectors involved). The paradigm tends to blur fundamental
differences between interests, roles and power resources of the various actors involved in these
relationships. The call for ‘trust’ in transnational corporation and business association ‘ partners
tendsto drown out voices calling for an honest assessment about ‘ who-wins-what’ and * who-looses-
what’ in these supposedly trusting interactions. In addition, it tends to silence voices calling for
effective safeguards to ensure that public interests are not traded-off in the various relationships
currently subsumed under the term public-private partnership (PPP) and/or multi-stakeholder ini-
tiatives. (See, for example, Richter 2003, pp.11-6; Ollila2003)

1 One weakness of the Citizens' Charter isits principle 8, which states that “ In cases where corpo-
rations wish to make adonation, the money will go to programsthat have no connection to commer-
cia projects for that company.” Some citizen groups have not signed the document because they
were concerned that this clause does not sufficiently addressthe risks posed by corporate funding of
the UN system.

12 For adescription of the Alliance for a Corporate Free UN and theletters to Kofi Annan and Nitin
Desai, see, for example, Bruno and Karliner (2000, pp.146 ff) and www.corpwatch.org or
www.earthrights.org/un.

BWhilethe | CC was successful in theformer, it did not manage to keep non-business groups out of
the Global Compact. For alist of the NGOs and trade unions which are now part of the Globa
Compact, see the Global Compact Website, www.unglobal compact.org.

141BFAN letter to UNICEF Executive Director Carol Bellamy, 15 December 2000.

> For more details on Nestl€'s strategies to undermine efforts towards international regulation of
TNCs, see” Corporate Conduct: Managing International 1ssues— Engineering of Consent” in Rich-
ter 2001, pp.144-177. (For the use of ‘dialogues’ in corporate strategic PR, seeid., pp.159-162.)
See also Richter 2002.

16 Peter Utting, research co-ordinator of UNRISD’s project on corporate and socia responsibility,
summarised the flaws of the *social learning’ theory and ‘ best practice’ approach asfollows: “they
tend to ignore key pressures and institutional contexts that encourage companiesto raise standards,
divert attention away from *bad practice,” and ignore fundamental structural and other factors that
encourage corporate irresponsibility.” (Utting 2002a: 644) For more information on the flaws of
attempting to drive out ‘bad’ business practices by focussing on ‘good’ ones, see, for example,
Bruno and Karliner 2002.

T UN Assistant Secretary-General, Michael W. Doyle, wroteto GIFA/IBFAN in January 2002: “ Our
current policy isnot to make public lists of companieswho pledge to embrace the Compact and its
principles precisely because we do not (and cannot) monitor al their actions. Taking a stand on
human and labour rightsisan important first step. We certainly want to encourage thisbut clearly it
is not good enough. We do not wish to recognize merely an intention and therefore we have as our
current policy not to make public the list of companies. Instead, we encourage companies to share
practical examples [of good practice] through the learning forum and to engage in dialogue and
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projects. It isonly through action that we can go public with exampl es in association with company
names.” (16 January 2002)

18 Back in 1982, the PR executive, the late Raphael Pagan Jr., had set out a comprehensive strategy
for Nestlé and other TNCsto work against international regulation. His advice included organising
“effective NGOs, and gaining representation for them at every possible UN agency”. By NGOs,
Pagan meant international business associations such asthe International |nfant Food Manufacturers

Association (IFM). He advised companiesto work with national and international civil servants®not
to defeat all regulation, but to create aregul ation that |egitimises and channel sour rights, opportunities
and contributions’ and to separate what he called “fanatic” activist leaders from those who are
“decent concerned peopl€e’. (For more detailson the strategy, see, for example, Richter 2001, pp.148-
9; see also Rundall 2000)

19 Nestléwas also aco-sponsor of this Symposium. Inresponseto Kell’sinvitation to criticsto come
to New York, theAlliancereplied that they would not be ableto do this, IBFAN-GIFA asked Kell to
let them know when he would be in Europe so that they could meet him there. They were never
informed, however, that he would be in Genevain October 2002 for this Symposium.

2 K ell’swritten speech omits this mention. See Kell 2002.

2 For more details, see also the Intervention of Stephan Suhner, Arbeitskreis Schweiz-K olumbien
during Nestl€ s shareholder meeting in April 2003 and the response by CarlosE. Represas, Nestl€'s
L atin American representative, www.kolumbien-aktuell.ch.

2 See, for example, UNICEF 2002b.

Z “Babies who are breastfed have fewer illnesses and are better nourished than those who are fed
other drinksand foods. If al babieswerefed only breastmilk for thefirst six monthsof life, thelives
of an estimated 1.5 million infants would be saved every year and the health and development of
millions of others would be greatly improved [. . . ] Using breastmilk substitutes, such as infant
formulaor animal’s milk, can be athreat to infants' health.” (UNICEF 2002a, p.39)

2 The Symposium was subtitled: Making Global Responsibility Work for Business and Devel op-
ment.

% www.r0.unctad.org/gcandswissbusiness/, accessed 13 November 2002, emphasis added.
% Hobbs et al. 2003.

27 For details, see Hobbs et al. 2003.

2 For more details, see the exchange of letters on the Global Compact Website,
www.unglobal compact.org.

2 Another problem with the statement is that the stated goal's of the Global Compact are not at all
clear and that they seem to be constantly changing.

% For full text of the letters, see www.ibfan.org.

31 Nestle website, www.nestle.com.
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%2 Global Compact Releases First Progress Report, http://65.214.34.30/un/gc/unweb.nsf/content/
GC_Progress 071202.htm, accessed 5 December 2002.

3 www.un.org/partners/busi ness/fact, accessed 5 March 1999.
% pp.12, 13.

% See, for example, Bruno & Karliner 2002; CEO 2002; NGL S 2002. For asummary of the history
of international regulation, see also Richter 2001, pp.6-27.

% See, for example, “The Corporate Cooptation of the United Nations’ in Balanya, B. et al. 2000:
pp 166-174.

3 Classification of corporationsascivil society ishighly unusual and runs counter to accepted social
and political sciencedefinitions.

% The previous year (1996) at the UNCTAD Global Investment Forum, Nestlé's then executive
vice-president, Peter Brabeck-L etmathe, had argued that business should have aprivileged position
in setting the global economic framework: *business and its organizations should not be lumped
together with the many single-issue NGOs, but accepted as interlocutors of different stature, asthe
engineers of wealth.” (Brabeck-Lethmate 1996: 3)

% Brabeck-L etmathe 1999.
40 Brabeck-L etmathe, foreword to The Nestlé Sustainability Review 2002, p.3.

41 The Swissethical investment organisation, ACTARES, has eval uated the sustainability reports of
six Swiss corporations (ABB, Credit Suisse, Holcim, Nestlé, Novartis and Swiss Re) along the
guidelines of the Global Reporting Initiative (GRI). Nestlé sreport and that of Swiss Rewereranked
bottom. The evaluators concluded with a general note of caution about the limitations of such
reports. “agood report does not guarantee that the company respects the principles of sustainable
development. Sustainable devel opment reportswill havefulfilled their objective of [bringing about]
sustainable devel opment only when the actual quality of the company’s management matchesthat in
thereport.” (ACTARES 2003b, author’s trandlation from the French)

2n.2.

4 This quote is in the context of Brabeck-Letmathe's defence of the development and sales of
genetically engineered food.

4 For more details about why this amount was so high, see Baby Milk Action 2003.
4 Nestlé acquired the German Schweisfurth Group in 1986, whose Ethiopian subsidiary had been
nationalised in 1975, nineyears before thistakeover. Thelosswould surely have been written off by

the time Nestlé bought Schweisfurth.

46 Reproduced in The Nestlé Corporate Business Principles, March 2002, pp.17-18. Pdf version
available on Nestl€ swebsite: www.Nestlé.com.

47 Much of the information about Nestl€'sinvolvement in water (including figures and quotes) are
based on the excellent background article by Daniel Stern 2003.
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“8 The amount is not clear. It could be much more than 30,000 litres (personal communication,
Franklin Frederik, 2003).

0 For more details, see Déclaration de Berne 2003.
%0 |nformation and quotes from Déclaration de Berne 2003; and Stern 2003.

*1 Figures vary. The magazine Cash putsthe fee at US$75 and the quantity of water being bottled at
3 million litres per day. (Hossli 2003)

52 For additional information, see www.bottledwaterfraud.com.

%8 According to Stern, Nestlé is probably rather worried about the effectiveness of small but deter-
mined citizen initiatives. Two years ago, Nestlé wanted to exploit the drinking water source of the
small Swisstown of Bevaix inthe Canton of Neuchétel. Itsplan wasto sell thewater asAquarel, the
European equivalent of Pure Life, whichissoldin nine European countries. But when the European
citizen’smovement Attac heard about the plans, they and numerous citizens lodged complaintswith
the Canton’s authorities, and Nestlé withdrew its request. (Stern 2003)

*p.8.

% For regular up-dates on the marketing practices of Nestlé and other infant food manufacturers, see
the bi-annual Breaking the Code monitoring reportsby IBFAN’s International Code Documentation
Centre (ICDC) and Baby Milk Action’s website on the Campaign for Ethical Marketing (CEM),
both at www.ibfan.org, section on CodeWatch. For arecent example of Nestlé€ s marketing practices
in Botswana, see www.babymilkaction.org/ CEM/compjune03.ntml#2) SeealsoAguayo et d. (2003);
IGBM (1997); and the chapter “ Corporate conduct: socially responsible marketing?’ in Richter, J.
2001: 98-122.

% The company view of the infant food debate and the issue of genetically engineered food make
interesting reading. For another analysis of the infant food debate, in particular of the processin
which Nestlé tried to use governments and WHO to ‘prove’ its Code compliance and to discredit
infant food campaigners, see, for example, Richter 2001, pp.164-168. For a concise argumentation
why genetically modified foodswill not help solve the problems of hunger and malnutrition, see, for
example,Wijeratna, A. 2003.

5" The Nestlé Review on Sustai nable Devel opment, he said, was the document outlining the compa-
ny’s vision of what constitutes the company’s long-term responsibility for a sustainable develop-
ment.

%8 See the website of the Evian Group: www.eviangroup.org.

% p.34.

% Quoted in CorpWatch 2002, pp.2,4.

6 Many of these NGOs have expressed their opinions and concerns in arenas other than direct

debate with Global Compact supporters or in languages other than English. These NGOs are often
overlooked in analyses summarising NGO views of the Global Compact.
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