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Nestlé and marketing of breast milk substitutes

A summary of references from reports of the Joint Advisory Committee on the Ethics 
of Investment (JACEI) to Methodist Conference as published in Conference Agendas 
2007 to 2013

2007 Report to Conference
Nestlé

The Committee was pleased that the 2006 Conference had accepted its advice to the CFB on Nestlé by receiving the Report to Conference and accepting the replies of the Connexional team to various Memorials on Nestlé.  It was noted that three Memorials critical of JACEI’s Nestlé policy had been ‘declined’ by a substantial majority.  A fourth Memorial requesting JACEI to establish a mechanism to monitor Nestlé’s ethical performance and report back annually to the Conference was accepted.  It confirmed that it was now up to the CFB to carry out its normal engagement activity with the company.  Information on the Nestlé investigation can be found at: -

http://www.methodist.org.uk/index.cfm?fuseaction=information.content&cmid=122

The Committee considered notes of the meeting of the joint CFB/Connexional Team visit to the Nestlé Head Office in Switzerland in October 2006, which it described as a helpful record.  It noted that the visit had facilitated dialogue between the company and FTSE4Good.  The Committee was encouraged that Nestlé appeared to have been relatively open during this visit, which showed that the Methodist team had created a significant level of trust with the company.  It suggested that the process of dialogue with Nestlé was a good example of engagement.  However, the Committee specified obesity, child labour, and greater transparency as areas where the company should be encouraged to improve.  It will also continue to monitor the company’s performance in the marketing of breast milk substitutes.

The Committee concluded that the conditions set prior to the CFB considering any investment in Nestlé had been met.  It affirmed the guidance given to the CFB in November 2005, and encouraged continuing dialogue with the company.

2008 Report to Conference
Nestlé

The 2006 Conference adopted a JACEI report advising the CFB to monitor Nestlé’s ethical performance. The Committee considered a CFB briefing paper on Nestlé written in response to a negative report about the company produced by Save the Children and subsequently covered in a Guardian article. It agreed with the CFB’s conclusion that these reports added nothing substantially new to the ‘baby milk’ debate and therefore no change in CFB policy was required. It was noted that as part of their research members of the CFB and Connexional team had visited Save the Children to discuss their report. While they seemed initially sceptical of JACEI’s views on Nestlé, they accepted the thorough nature of the investigative process carried out by JACEI. However, it was also accepted that the Save the Children report did identify areas of concern, particularly in relation to the use by Nestlé of 'prescription pads'. It was agreed that these concerns should be raised with the company in writing. In the past year Nestlé has engaged in a project to develop further its social and environmental principles. A member of the Connexional Team was invited to provide input at one of a series of stakeholder consultations and followed through this process with Nestlé. This provided a further opportunity to communicate the aspirations of JACEI regarding greater accountability and transparency, with particular reference to the marketing of breast milk substitutes. Drawing on this project Nestlé has published the 'Creating Shared Value Report'. A member of the Connexional Team also met with FTSE4Good to discuss the value of engagement between them and Nestlé.

2009 Report to Conference 
Nestlé

The CFB reported that it was continuing to monitor Nestlé’s ethical performance as requested by the 2006 Conference. The Chair stated that the Methodist Youth Executive had written to him at the request of the 2007 Methodist Youth Conference, enquiring how the shares owned by the CFB might have influenced the company’s behaviour, with particular reference to allegations of bonded child labour on cocoa plantations. His reply to the Methodist Youth Executive noted that at a recent CFB meeting with the company a number of Nestlé initiatives that seek to eliminate child slavery and to improve conditions in the cocoa trade had been identified. It was noted that a meeting between the company and a joint Connexional Team/CFB delegation had been held on the 26th March 2009.

2010 Report to Conference 
Nestlé

The CFB reported that it was continuing to monitor Nestlé’s ethical performance as requested by the 2006 Conference. CFB Nestlé meeting notes were reviewed and considered helpful. It was noted that all Committee members had been invited to the Church Investors Group meeting with Nestlé (see section 4.6). The open and candid manner adopted by the company was welcomed as not only infant formula was discussed but also other issues including prevention of child labour on cocoa plantations, childhood obesity, water usage, improved husbandry and Fairtrade. The Committee’s view was that Nestlé had made progress in the last 10 years in terms of disclosure and transparency. The Connexional Team also reported that a member of staff had served on an ‘expert stakeholders’ panel’ on corporate social responsibility for Nestlé in Switzerland.

2011 Report to Conference
Medical and Food Safety Issues 

The Committee noted on-going engagement with Nestlé and Danone. Specific questions were put to Danone during the year in the wake of its acquisition of NUMICO. The combined Group derives 20% of sales from breast milk substitutes and follow-on product lines; a much higher proportion of turnover than Nestlé (around 1%). The main issues raised were disagreement about the extent of implementation of the WHO code and alleged breaches in specific areas. It was noted that there appeared to be no significant difference in the implementation of the WHO code between the two companies, but that Nestlé seemed to have better systems for auditing the implementation. A regular meeting with Nestlé attended jointly by CFB and JPIT took place in which specific issues affecting breast milk substitutes were raised as well as other sustainability initiatives such as Fair Trade cocoa. The Committee was briefed on initiatives at FTSE4Good whereby revised criteria to judge the suitability for inclusion in the Index for manufacturers of breast milk substitutes were being developed. Companies assessed as meeting the revised criteria would be subject to an annual verification process by an appointed independent auditor. The CFB had been approached to be part of an independent expert panel of interested parties overseeing the verification process. The Committee also learnt that Nestlé had been assessed by the FTSE4Good Expert Committee on Breast Milk Substitutes to have met the revised criteria, and would therefore enter the Index in March 2011. 
2012 Report to Conference
Medical and Food Safety Issues

JACEI members and other faith investor representatives attended a meeting organised by CFB with GSK in which an extensive range of issues were raised including clinical trials in emerging markets, pricing and marketing and carbon management. The Committee welcomed continued engagement with Nestlé during the year. Staff from CFB and the Joint Public Issues Team (JPIT), met with Nestlé UK staff and discussed cocoa and coffee initiatives. A half day expert seminar with key personnel from Switzerland was also attended to look specifically at water management and scarcity issues. Methodism is strongly represented in the FTSE4Good consultation process on breast milk substitutes that saw Nestlé enter the FTSE4Good Index in March 2011. As part of this process Nestlé was audited in two ‘high-risk’ countries (India and Zambia) during the year. JPIT is represented on a working group of interested NGOs and others that have also reviewed this work. A member of the CFB team sits on the FTSE4Good Expert Committee on Breast Milk Substitutes, which monitors the process, the audits, and recommends inclusions or exclusions to the Index. The Committee noted correspondence with Christian Ecology Link, which enquired about CFB investment policy towards investing in agricultural chemicals, intensive factory farming and GMOs. A policy on ethical issues relating to the food industry was published in November 2005, and such issues are routinely raised when engaging with food producers. CFB staff attended an UKSIF briefing on animal welfare issues relating to investment.
2013 Report to Conference

Medical and Food Safety Issues

The CFB continues to be represented as part of the FTSE4Good consultation process on breast milk substitutes. 

A member of the CFB team sits on the FTSE4Good Expert Committee on Breast Milk Substitutes which met twice during the year.  The Expert Committee reviews adherence by companies to the WHO Code on Breast Milk Substitutes and FTSE criteria, conducts a verification process and makes recommendations to the FTSE Policy Committee.  Ultimately it can recommend inclusion or expulsion from the Index.    Nestlé are the first company with involvement in marketing of Infant Formula to be included in the FTSE4Good index.  FTSE4Good undertook a verification exercise of Nestlé’s performance on Breast Milk Substitute Marketing in Laos and Morocco over the past year. Our engagement with Nestlé on this subject continues including participation in a stakeholders meeting convened by the company in October 2012 to help inform and develop their approach to a range of ethical issues.
APPENDIX
2006 Methodist Conference memorials relating to Nestle

M21
Ethical Investment
The Oxford (23/1) Circuit Meeting (Present 30.  Voting: unanimous) was surprised and concerned to learn that the Joint Advisory Committee on the Ethics of Investment (JACEI) had approved the possibility of the Central Finance Board investing in Nestlé.  The Circuit Meeting understands that there are still areas of concern relating to the promotion of breast milk substitute and recalls that this was the main reason for advocating a boycott of Nestlé products.  The Circuit Meeting therefore requests the Conference to direct the JACEI to reconsider its decision.

Reply

The Report What’s best for Babies? was received by the Conference in 1999.  In 2000, the Conference endorsed continuing constructive engagements by members of the Connexional Team with both Nestlé and Baby Milk Action.
In July 2002 the Joint Advisory Committee on the Ethics of Investment (JACEI) initiated a review process in order to help it advise the Central Finance Board of the Methodist Church (CFB) on the ethical suitability of holding shares in Nestlé. Members of JACEI met with Nestlé and communicated with other groups working on the issues surrounding the marketing of breastmilk substitutes. This culminated in November 2004 with a full day consultation involving a panel of twelve people in which both Nestlé and Baby Milk Action agreed to take part.

In preparation, the CFB produced a major briefing paper that addressed the ethical issues concerning Nestlé with particular emphasis on breastmilk substitutes. Nestlé and Baby Milk Action both responded in writing to the briefing paper and answered a related questionnaire.

Baby Milk Action and Nestlé made separate presentations to the panel and answered questions. The panel then withdrew to consider the evidence presented. Following the consultation, Baby Milk Action and Nestlé each agreed the minutes of their part of the meeting.

In recent years, Nestlé has issued its operating companies practical guidelines on the implementation of the International Code of Marketing of Breastmilk Substitutes. The three-year study undertaken by JACEI published conclusions in November 2005. It noted that the incidence of the most serious violations of the International Code by Nestlé has reduced. However, JACEI acknowledges the continuing concern with regard to some aspects of Nestlé’s interpretation of the International Code, the implementation of company guidelines and the transparency of the procedures for monitoring compliance. 

These concerns may cause some, through conscience, to maintain a consumer boycott of Nestlé products.  The boycott appears to have had some effect in applying pressure on Nestlé to change corporate practice. JACEI is of the view that institutionally the Methodist Church is best placed to influence change in corporate behaviour through detailed research followed by engagement with senior company executives as a concerned and critical investor. Many would consider that these two strategies have complementary objectives.

In November 2005, JACEI advised the CFB that they would seek to secure a meeting with the Chairman/Chief Executive of Nestlé. This was achieved in March 2006 when two members of the CFB and two members of the Connexional Team met with Mr Brabeck-Letmathe for an hour and a half during a four-hour stopover in London. The meeting impressed on the Chairman the concern of the Methodist Church. The meeting was helpful in strengthening the relationship with Nestlé and, although it is still not an investor, the CFB is planning further high-level engagement with the company.

While the Conference shares with the Circuit the substantial concerns regarding the promotion of breastmilk substitutes, the Memorial is declined.

M22
Ethical Investment
The Hazel Grove and Poynton (19/14) Circuit Meeting (Present: 39.  Voting: 37 for, 0 against) expresses deep concern that the Central Finance Board is to consider investing in Nestlé.  This company has consistently failed to comply with the International Code of Marketing Breast-Milk Substitutes, adopted by the World Health Assembly in 1981, and continues vigorously to market Baby Milk Powder in Third World countries, thus endangering the lives of infants.  We believe that it is not morally justifiable for the Methodist Church to support Nestlé in any way and accordingly urge the Conference to instruct the Central Finance Board not to invest in this company.

Reply

The Conference makes the same reply as to Memorial M21.

M23
Ethical Investment
The Birmingham Synod (M) (Present 196.  Voting: 192 for, 1 against) understands that the advice given to the Church by the Advisory Committee on the Ethics of Investment concerning investment in the multi-national company Nestlé has recently changed. It is now not considered inappropriate for the Church to buy shares in Nestlé on the grounds that it is better to be in dialogue with the Company rather than being confrontational. It is our understanding, however, that the Central Finance Board has not as yet bought any shares in Nestlé.

The Birmingham District remains concerned about the way in which Baby Milk products are promoted in the developing world. It requests the Conference to ensure that no shares are purchased in Nestlé without a mechanism being in place to monitor annually Nestlé’s ethical performance. It requests the Conference to determine specifically who will meet each year with the senior executives of Nestlé to keep these concerns under review and requests a report to the Conference of the outcome of these meetings.

Reply

The Conference recognises that the Central Finance Board has autonomy in investment decisions.  The Conference directs the Joint Advisory Committee for the Ethics of Investment to report to the Conference in accordance with the request of the Birmingham Synod in the event of the CFB deciding to invest in Nestlé.  On the basis of this understanding, the Conference accepts the Memorial.

M24
Fair Trade and Nestlé
The Stamford and Rutland (23/22) Circuit Meeting (Present: 34.  Voting: 30 for, 0 against) wholeheartedly encourages the use of Fair Trade products, but while the overall ethical stance of Nestlé remains unaltered, we strongly object to the Methodist Church investing in or being associated with the company.

Reply

The Conference notes that Nestlé has recently launched a fair trade coffee.
The Joint Advisory Committee for Ethics in Investment (JACEI) has discussed with Nestlé ethical concerns across a range of issues.  JACEI has considered whether these issues when aggregated might warrant that an exclusion policy be applied to Nestlé.  It concludes however that there is scope to influence change through engagement on a range of issues and therefore has advised the CFB that it should “continue to monitor closely Nestlé’s ethical performance, not only with regard to the alleged WHO Code violations, but also its support for fairly traded products, provision of safe and fair working conditions for workers, use of food advertisements aimed at children and other ethical issues as they arise.”  

The Memorial is declined. 
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