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I: INTRODUCTION 

 

Among the most important and most controversial issues in the UNCED process was the role of 

transnational corporations (TNCs) in the environment crisis, and the place this would occupy in the 

official UNCED documents and process. 

 

A number of key non-governmental organisations, notably the Third World Network and 

Greenpeace International, identified the marginalisation of the role of TNCs in the UNCED 

documents such as Agenda 21 as among the most critical deficiencies in the whole Earth Summit 

process. 

 

The NGOs made the point that just as important was the strange manner in which the UNCED 

Secretariat itself seemed to deliberately downplay the TNC issue, and even put aside relevant 

papers directly dealing with the issue that had been prepared by a United Nations agency (the 

United Nations Centre on Transnational Corporations or UNCTC) under the direction of the 

ECOSOC. 

 

The final UNCED documents failed to place meaningful obligations on TNCs to behave in an 

environmentally sound manner. 

 

Instead, the UNCED process saw the strong emergence of big business advocating a voluntary, self-

regulating approach for treating its own role vis-a-vis the environment.  Indeed, it was the Secretary 

General of UNCED, Maurice Strong, who was pushing strongly for this approach, as an alternative 

to having UNCED place specific and direct obligations or regulations on the behaviour of TNCs.  

Due to his initiative, a Business Council for Sustainable Development was established by some big 

business leaders.  The Council came up with its own Code of Conduct, and this came to be a 

substitute for having obligations within the official UNCED documents. 

 

The successful attempt to keep the regulation of TNCs out of the official UNCED process and 

documents was only one of several developments that took place during and after the UNCED 

period which decisively placed the TNCs increasingly out of the reach of government or 

international regulation. 

 

Among these developments were: (i) the closure of the UNCTC itself, the closure also of the UN 

Commission on Transnational Corporations and with that the end of the longtime efforts to 

conclude a Code of Conduct on Transnational Corporations; (ii) the negotiations and conclusion of 

an Agreement on Trade-Related Investment Measures (TRIMS) in the General Agreement on 

Tariffs and Trade, and (iii) the subsequent negotiations on a Multilateral Agreement on Investment 

in the OECD countries as well as discussions on the possibility for a similar type of agreement in 
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the World Trade Organisation.  The last of these three, if they were to result in Agreements, would 

prohibit signatory governments from regulating the entry or operations of TNCs, even in their own 

territories. 

 

 

II: THE IMPORTANCE OF THE ISSUE OF TNCS AND THE ENVIRONMENT 

 

Some of the most influential NGOs in the UNCED process identified the absence of environment 

obligations on TNCs as the Earth Summit's most damaging deficiency.   

 

The Third World Network and Greenpeace International argued that the role of TNCs was perhaps 

the most important issue which needed to be dealt with in any meaningful effort to resolve the 

global environment crisis. 

 

According to a TWN briefing paper, "Refusing to regulate TNCs: UNCED's biggest failure?", 

disseminated at the Fourth Preparatory Committee meeting (Prepcom 4) in March 1992, this was 

because TNCs, though few in number, are involved in the largest segment of global economic 

activity, and are the main entities responsible for the global environment crisis: 

 

 TNCs in oil production, road transport, choloroflurocarbon (CFC) production, electricity 

generation, energy-intensive metals production and agriculture, account for roughly 50% of 

all emissions of greenhouse gases, according to study by the UN Centre on Transnational 

Corporations. 

 

 TNCs dominate the trade in (and in many cases the extraction or production of) natural 

resources and commodities, resulting in depletion or degradation of forests, soils, water and 

marine resources and biodiversity through mining, drilling, logging and large-scale 

agriculture. 

 

 TNCs dominate global and national industry and transport, and are involved in production 

activity resulting in atmospheric pollution, industrial and occupational hazards, toxic wastes 

and unsafe products. 

 

 TNCs are also the main transmitters of environmentally unsound production systems and 

hazardous materials to the Third World.  Examples include unsafe pesticides and 

pharmaceutical drugs banned in the country of origin but exported to the Third World; the 

relocation of polluting industries to the Third World and operation with lower safety 

standards (resulting in accidents such as the Bhopal disaster in India); the dumping of 

radioactive waste in the South Pacific; and the export of hazardous wastes to Africa, Latin 

America and parts of Asia. 
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III: THE NEED FOR MULTILATERAL REGULATION  

 

The TWN paper also argued that there was a wealth of evidence from past (and recent) experience 

showing that 'self-regulation' by industry cannot be an adequate substitute for public regulation.  To 

back up this statement, it made the following points: 

 

Businesses involved in resource extraction show no signs of limiting the growth or reducing the 

negative environmental impacts of their activities. Transnational companies had accelerated the sale 

of hazardous substances, products and wastes to the Third World, despite increasing public outcry. 

Even within Northern countries, there are numerous exposed examples of how big companies 

continue to sell products which their own internal tests show are dangerous (the case of artificial 

breast implants in the US is but one example). 

 

Due to the highly competitive environment businesses work within, maximum profitability is the 

main principle, to avoid potential shareholder confidence loss and takeover by a rival company. 

Individual companies striving to improve their bottom line cannot afford to adopt production or 

product standards that are higher (on environmental and safety grounds) than their rivals, for fear of 

losing the competitive edge.  

 

Self-regulation by companies is impossible to expect in these circumstances. Public regulation, 

through the setting of industry-wide standards backed up by law and effective enforcement, is thus 

required.   

 

However, it is also not enough to expect individual governments to control TNCs on their own. 

Firstly, there is fierce and intense competition between countries; the government of a country 

would be reluctant to legislate standards higher than its competitor countries.  Secondly, TNCs are 

now so huge in economic size (in terms of assets, turnover, employment, investment) as to dwarf 

many a country, especially in the South.  Most governments, by themselves, are unable to even 

begin to adequately monitor (let alone regulate or control) the TNCs operating within their 

countries, due to lack of information, absent or inadequate corporate disclosure, and sheer absence 

of clout or influence in the face of immense TNC power. 

 

Thus, not only must there be monitoring and regulation of TNCs at the level of individual 

governments, but at least just as important at the international or multilateral level. Otherwise there 

would be no adequate or effective means to monitor and check the environmentally-harmful 

activities of the world's major economic agents, and there would be no movement towards effective 

solutions to the global environment crisis. 

 

The TWN paper stated that the recent trends and current status relating to TNCs and sustainable 

development have to be addressed, "if the UNCED process is to be saved from becoming a farce". 

It proposed that UNCED adopt the following measures: 
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 Agenda 21 should contain a full chapter on the activities and effects of TNCs and big 

business enterprises, with action proposals for public regulation and monitoring, in relation 

to such aspects as public disclosure of information, health and safety, environmental effects, 

and social and developmental implications. 

 

 Agenda 21 should provide proposals for the establishment of coordinated international and 

multilateral mechanisms and institutions to monitor, analyze, develop criteria and principles 

for ethical and environmentally-sound behaviour, and regulate the activities of TNCs.  

Areas to be covered include: environmental, health and safety aspects; social and 

developmental aspects; and restrictive trade and business practices that deprive states and 

the public from their full benefits. 

 

 The UNCED process should reaffirm the principle that states (especially the developing 

countries) have the right to regulate the entry, establishment and operations of TNCs; and 

that TNCs have the duty to respect national sovereignty,  respect  the health and 

environmental rights of the public, and refrain from financial, pricing or technological 

activities that cause socio-economic difficulties to the host countries.  These are principles 

contained in the draft Code of Conduct on TNCs. 

 

 UNCED must send a clear message to other fora such as GATT that to make possible the 

protection of the environment, the promotion of sustainable development, and indeed the 

future of Earth and humanity, the rights and freedoms of TNCs and other business 

enterprises are secondary compared to the primary rights of the public and of states to 

subject their operations and behaviour to regulations, laws and guidelines that can ensure 

the reduction of environmental and development problems that threaten to engulf both Earth 

and humanity. 

 

 The international community should take urgent steps to strengthen institutions and 

mechanisms that can play the role of monitoring and surveillance and of developing 

regulatory instruments on TNCs.  As an initial measure, the UNCTC should be restored 

fully and indeed further strengthened in terms of resources and functions. Aspects  of  

UNCTAD's activities relating to TNCs, such as its work on addressing restrictive business 

practices and the code of conduct on technology transfer, should be strengthened. 

 

 National governments should be helped to improve their capacity and capability to 

understand, monitor and regulate the activities of corporations, especially TNCs.  Financial 

and technical resources to this end should be allocated as part of Agenda 21 activities. 

 

 International mechanisms should be developed to make TNCs liable for compensation and 

other payments for the harmful effects caused by their operations on the environment, safety 

and health. 
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Meanwhile, Greenpeace International published and distributed at the Earth Summit in June 1992 a 

useful report "The Greenpeace Book on Greenwash" which countered the self-regulation approach 

in dealing with TNCs.  The booklet provided ten case studies of leading corporations that claimed 

to have become "green", and showed how in reality their activities or products were still 

environmentally damaging.  Greenpeace concluded that self-regulation or voluntary codes by 

industry would not work and also called for the introduction of regulations to check the 

environmentally harmful effects of TNCs. 

 

The concerns over the role of TNCs brought up by Third World Network and other NGOs were 

conveyed to several of the official delegations during the Prepcom meetings.  Delegations of several 

developing countries were receptive to these concerns.   

 

Developing countries under the Group of 77 proposed that the issue of transnational corporations 

and big businesses be part of cross-sectoral discussions, which would lead to inclusion of the issue 

in the Agenda 21.  Subsequently, the Prepcom 3 meeting in September 1991 adopted a decision on 

Structure and organisation of Agenda 21 (A/CONF.151/PC/L.49 dated 4 Sept. 1991) requesting the 

UNCED Secretary-General "to integrate fully development considerations and needs and realities, 

in particular of the developing countries, in all Agenda 21 programme documents, taking into 

account the close relationship between development and the environment."   The decision said that 

this should at least include a list of eight issues, one of which was "large industrial enterprises, 

including transnational corporations, business practices and the environment." 

 

 

IV: THE TREATMENT OF THE UNCTC PROPOSALS FOR UNCED 

 

During the preparatory phases of UNCED, the agency acting as the focal point within the UN 

system for dealing with TNCs was the UNCTC.  The Centre's main aims were "to advance 

understanding of these companies, to secure effective international agreements relating to their 

activities and to strengthen the negotiating capacity of host developing countries."   The UNCTC 

had been established in 1974 following the concerns of developing countries that TNCs had grown 

so powerful that they could pose a problem for smaller or weaker countries that wanted to preserve 

their economic sovereignty. Developing countries also wanted to increase the extent of benefits that 

they could derive from foreign investments, whilst reducing the costs. The UNCTC was also the 

Secretariat for the UN Commission on Transnational Corporations. For many years, the 

Commission had discussed the adoption of a Code of Conduct on TNCs, which would spell out the 

rights of states and of foreign investors, and the corresponding obligations of each party.  The 

discussion on the many various drafts of this Code had been politically the most important function 

of the Commission; and thus for the UNCTC the administration of this discussion had also been its 

most high-profile task.  

 

For the UNCED process, the UNCTC emerged as one of the most active of the international 

agencies.  It undertook several studies and disseminated reports at the Prepcom meetings.  Among 

them were:  Benchmark Corporate Environment Survey; Criteria for Sustainable Development 
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Management; and Climate Change and Transnational Corporations.  Staff of the UNCTC's 

Environment Unit took active part in the preparatory meetings, including engaging in discussions 

with NGOs, and made speeches at plenary sessions. 

 

The UNCTC's most important document for UNCED was "Transnational Corporations and 

Sustainable Development: Recommendations of the Executive Director."   This was issued as an 

ECOSOC document (E/C.10/1992/2 dated 16 Dec. 1991) for the 18th Session of the Commission 

on Transnational Corporations held on 23-24 January 1991.      

 

According to its Introduction, the document was in response to a resolution by ECOSOC 

(resolution 1991/55 of 26 July 1991) which requested the Executive Director of the UNCTC, after 

extensive consultations with international business organisations and other relevant bodies, to 

prepare action-oriented and practical recommendations on cooperation for protection and 

enhancement of the environment in all countries.  The UNCTC document had also been prepared 

with a view to contributing to fulfilling the Decision in Prepcom 3 requesting the UNCED 

Secretariat to integrate development considerations in Agenda 21 documents, including large 

industrial enterprises, TNCs, business practices and the environment.  

 

The UNCTC report contained a comprehensive set of recommendations on five core programme 

areas in which large enterprises, including TNCs, can contribute to the goals of sustainable 

development: (a) global corporate environmental management; (b) risk and hazard minimization;  

(c) environmentally sounder consumption patterns; (d) full-cost environmental accounting; and (e) 

environmental conventions, standards and  guidelines.  The report stressed that the specific 

recommendations under each programme area derived from the existing practices of 

environmentally leading businesses.  The recommendations also address other actors, particularly 

governments and international organisations, since incentives and regulatory standards can allow 

markets to function more effectively. 

 

The UNCTC document begins with a concise rationale or summary of the objectives of the five 

proposed programme areas.  It then covers each of the five areas.  In line with the format for 

Agenda 21, the document lays out the arguments for and the action recommendations of the 

proposed five programme areas according to the following subject headings: (A) Basis for action; 

(B) Objectives; (C) Activities; and (D) Means of Implementation. 

 

Target dates are also suggested to operationalise the recommendations into action-oriented and 

practicable efforts. 

 

The document was concise, containing 17 pages of text (with another 19 pages of references and 

notes).  It was written and presented in a manner that made it suitable for adoption as a draft for 

discussion in a possible section or chapter of Agenda 21. 

 

 

 



 

 

 

7 

  

Highlights of the UNCTC proposals include the following: 

 

(1) Global Corporate Environmental Management 

 

The common elements in companies with best practices are clear corporate environmental policies, 

institutional structures and reporting systems for monitoring progress towards sustainable 

development.  Specific objectives are: 

  

(a) Development of corporate practices for shift towards sustainable development. This 

involves preparing a formal, corporate-wide policy statement on the firm's commitment to 

sustainable development and its dissemination throughout the corporate structure. 

 

(b) Establishment or strengthening of global corporate environmental management systems and 

organisational structures in order to supervise and monitor the adjustment to a sustainably managed 

corporation.  Steps include integrating environmental and developmental goals into all corporate 

incentive and organisational programmes, and designating at each facility of senior officials 

responsible for environmental matters. 

 

(c) Integration of corporate environmental concerns into the sustainable development needs of 

host countries.  This involves examining the firm's impact on the environment and development 

needs of the host country by taking into account affiliate input in corporate decision-making. 

 

(d) Implementing corporate programmes and practices required to support environment and 

development goals in all operations throughout the world.  This entails adopting a product 

stewardship strategy, supported by training and education programmes to increase management and 

employee knowledge of the corporation's sustainable development policy. 

 

(2) Risk and Hazard Minimisation 

 

Risk and hazard minimisation promotes sustainable development goals through the assessment and 

anticipation of environmental risks, the analysis and monitoring of environmental problems, and 

through awareness-building.  Specific objectives are: 

 

(a) Conduct of environmental practices on a consistently high basis ion all operations 

throughout the world.  Corporations can apply risk assessment and hazard analysis techniques on a 

corporate-wide basis and provide all operations with adequate knowledge, skills and equipment; 

 

(b) Reduction of emissions and waste at the source through input and process change, rather 

than reliance on end-of-pipe treatment.  Source reduction involves monitoring effluent emissions at 

all operations throughout the world, improving material and energy efficiency and using 

environmentally sounder technologies; 
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(c) Phasing out or minimising the use and export of highly hazardous processes, products and 

services throughout the enterprise's operations.  Hazard minimisation entails corporate assessment 

of environmental and health consequences of the firm's activities, supported by government efforts 

to publicise priority lists of high hazard chemicals, processes and services. 

 

(3) Environmentally Sounder Consumption Patterns 

 

Focusing on environmentally sounder consumption patterns enables forward-looking management 

to identify future markets, new products and new investments to replace environmentally degrading 

activities that need to be phased out.  Specific objectives: 

 

(a) Informing workers, distributors, retailers, consumers and communities of the actual and 

possible environmental effects of the firm's products and of the steps they can take to mitigate any 

adverse effects.  This involves the increase of environmental flows throughout the enterprise, 

development of information disclosure standards and provision of product safety and risk 

information to local communities. 

 

(b) Development and redesign of products and services for the shift towards a sustainable 

lifestyle. Measures include the promotion of product durability through company-wide quality 

control efforts and emphasis on environmental soundness in the firm's product mix. 

 

(4) Full-cost Environmental Accounting 

 

Internalising all longterm environmental costs in the accounting process is vital to measure 

adequately the value of natural resources and environmental services.  Specific objectives: 

 

(a) Inclusion of environmental considerations in corporate accounting and reporting in order to 

relate an enterprise's environmental activities to its financial position and performance. Initial steps 

to develop environmental accounting and reporting practices involve separating environmental 

expenditure from other expenditure and measuring the firm's environmental liabilities. 

 

(b) Incorporation of the full environmental costs into the production of goods and services in 

order to send the right price signals to producers and consumers.  Full environmental costing entails 

payment for the use of common environmental resources, removal of price distortions due to 

government programmes affecting land, water, energy and other natural resources, and 

implementation of investment and trade policies that discourage the excessive use of natural 

resources. 

 

(5) Environmental Conventions, Standards and Guidelines 

 

Environmental conventions, standards and guidelines can help to achieve an international 

consensus on minimum standards of corporate environmental behaviour.  Specific objectives: 
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(a) Compliance with and further development of international and regional environmental 

guidelines and instruments.  This involves encouraging consultation with business actors in 

developing guidelines and standards and ensuring their availability throughout the corporate 

structure. 

 

(b) Compliance with and further development of national environmental law.  This requires 

government efforts to establish or strengthen a regulatory environment to support sustainable 

development and making available all appropriate national laws and regulations. 

 

(c) Compliance with and further development of industry trade association standards and 

guidelines.  By adopting and implementing the highest practicable industry-agreed guidelines and 

developing accountability standards for such guidelines, corporations can demonstrate self-

regulatory leadership. 

 

The above are only a summary of the rationale and proposed measures. The UNCTC document 

contains many detailed proposals with suggested time schedules for implementation.   Most of the 

proposed measures are derived from existing good practices or proposals from big enterprises 

themselves.  Thus, the proposals are not radical in terms of questioning the paradigm within which 

business operates, although of course they suggest significant ways in which companies should 

move towards more sustainable practices.  There are also some proposals that would require 

considerable debate.  For example, how would the proposed internalising of environmental costs 

into prices affect the demand for, the earnings and the development prospects of commodity-

exporting developing countries? 

 

On the whole, however, the UNCTC set of recommendations comprised the most serious and 

detailed proposals on how Agenda 21 could deal with the responsibilities of TNCs and large 

business enterprises. 

 

The UNCTC carried out additional activities to promote its recommendations.  It appointed 

advisers to the Executive Director for the issue of TNCs and Sustainable Development to give 

further inputs and suggestions. It compiled a paper illustrating how some of the existing Agenda 21 

chapters could incorporate the UNCTC's recommendations. It asked countries and agencies to give 

comments on the recommendations document, and compiled extracts of the comments. It also 

prepared papers comparing its recommendations with other guidelines, including the ICC Business 

Charter, and guidelines of trade associations, the OECD and the EC. 

 

At the least, the document should have been put forward by the UNCED Secretariat for discussion 

or at least for the information of participants at the 4th Prepcom meeting in March 1992, since the 

document had been prepared by December 1991. 

   

However, the document suffered a strange and sad fate.  At a meeting  of  the  UN  Commission  on 

TNCs in January 1991, industry together with the US, EC and Japan made clear their opposition to 

the recommendations.  
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The UNCED secretariat also did not include the UNCTC recommendations into its Agenda 21 

drafts; neither did it circulate the  recommendations (contained in  E/C.10/1992/2)  to  UNCED  

delegates to Prepcom 4 for discussion. 

 

As a result, the UNCTC document was not given any attention in the formal UNCED process.  

However, some NGOs which got hold of the document did point out the value of its 

recommendations, and also criticised the UNCED Secretariat for seemingly deliberately ignoring its 

existence. 

 

Much worse was in store for the UNCTC.  In February 1992, the UN Secretary General, Boutros 

Boutros-Ghali, within a few weeks of assuming office, announced that 12 offices and departments 

had been dissolved and 14 senior UN posts abolished.  (See Third World Network, 1992a).  Most 

affected were departments that had been dealing with social and economic development and 

coordination.  The UNCTC as well as other agencies (the Office of the Director General for 

Development and International Cooperation, the Department of International and Social Affairs, the 

Department of Technical Cooperation for Development, the Centre for Science and Technology for 

Development) were closed down as separate entities and put under a new Department of Economic 

Development.  The post of Executive Director of the UNCTC was one of the posts abolished.  

These agencies and departments had been set up by the UN General Assembly after considerable 

discussions and negotiations, but had been abolished in one stroke. The heads of these departments 

were transferred or had their contracts terminated. 

 

The moves around the UN restructuring were associated with the growing pro-big business 

influence that had gained much ground in international affairs (Third World Network 1992a).  It 

was generally believed that the UN changes came about after extensive discussions between the UN 

Secretary General and the US Ambassador to the UN.  An article in the US weekly magazine, The 

Nation, revealed the close links between powerful US pro-business organisations and the UN 

restructuring exercise. It said the worst fears of many at the UN were confirmed, that the role of the 

then recently appointed American, Dick Thornburgh, to the post of UN Under Secretary General 

was "not just to cut the organisation to the smaller size the US wants but also to carve it into the 

shape the American right wants."  Business interests had been unhappy in recent years with the 

social programmes of the UN, such as the promotion of the Code of Conduct on TNCs by the 

UNCTC, or the World Health Organisation's efforts to control the spread of breastmilk substitutes 

that had reduced breastfeeding in the developing world.  Business interests were now taking the 

opportunity to diminish or dismantle the UN's activities that responded to public demands for 

greater accountability of corporations. 

 

In the UNCED process, big business succeeded in exerting tremendous influence through certain 

delegations to delete clauses or measures in the drafts of Agenda 21 that called for greater 

monitoring or regulation of corporate behaviour.  The treatment of the UNCTC Executive 

Director's recommendations, and the closure of the UNCTC itself, were the clearest signs of the 

effective influence wielded by big business interests and by some of the governments acting in their 

interests in the UNCED process. 
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V: THE UNCED SECRETARIAT’S PROMOTION OF TNC SELF-REGULATION 

AND AVOIDANCE OF OBLIGATIONS 

 

The neglect of the UNCTC recommendations was also part of the approach taken by the UNCED 

Secretary General to downgrade the need for international monitoring and regulation of TNCs, and 

instead to play up the adequacy and willingness of big business to regulate itself.   

 

This was most obviously manifested when the UNCED Secretary General, Maurice Strong, 

promoted the Business Council for Sustainable Development.  This was a new grouping of some 48 

chief executives or chairmen from industrial sectors, including energy, chemicals, forestry, 

pesticides, transport, finance and communications, chaired by Stephan Schmidheiny, the owner of 

Swatch, the Swiss watch company.  According to Greer and Bruno (1996:pg 28-29): "The Business 

Council for Sustainable Development attempted to take over the UNCED stage to claim TNCs had 

voluntarily turned the corner onto a new path of sustainability and are leaders of sustainable 

development."   The Council was established late in 1990 at the specific request of Strong who 

himself assisted it to present its proposals and helped the Council edit its book, "Changing Course: 

A global business perspective on development and environment."  He paid tribute to the "extremely 

important contribution" which the Council, made to the Earth Summit.  Strong also appointed 

Schmidheiny as his Principal Advisor for Business and Industry. 

 

Prominence was also given to the premier association of the TNCs, the International Chamber of 

Commerce.  The ICC established a task force of business representatives to create a Business 

Charter for Sustainable Development, which was launched in April 1991 at the Second World 

Industry Conference on Environmental Management, organised by the ICC in cooperation with 

UNEP and the UNCED Secretariat.  The Charter comprised 16 principles for environmental 

management, which were short one-line general statements on issues, without any details for 

implementation.  Issues covered included corporate priority, integrated management, employee 

education, prior assessment, customer advice, research, precautionary approach, emergency 

preparedness, technology transfer, compliance and reporting.  According to the ICC, the Charter 

"provides a basic framework of reference for action by individual corporations and business 

organisations throughout the world."   In fact, the Charter was the ICC's effort to put forward a set 

of principles that industry would try to get members to sign on to, without a mechanism to monitor 

whether the signatories had any intention of complying.  The Charter was thus a mere statement of 

intent and not even a means to self-regulation by industry.  Obviously its purpose was to provide a 

counter to the demands by NGOs, the public and some governments that big business had to be 

monitored and regulated and that this should be significant part of Agenda 21. 

 

The UNCED Secretariat made its preference clear.  The UNCTC's carefully crafted 

recommendations on 'Transnational Corporations and Sustainable Development' meant as inputs 

into UNCED's Agenda 21 were shelved: instead the ICC's Business Charter for Sustainable 

Development was strongly promoted. This was met with criticisms by some NGOs, who argued 

that a voluntary set of general principles cannot be an adequate replacement for multilaterally 

agreed codes and regulations which states oblige industry and transnational corporations to follow. 
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Representatives of big business also played an important role in lobbying to keep regulation out of 

the UNCED documents.  According to Greer and Bruno (1996: pg. 25): "In March 1992, during the 

fourth and final Preparatory Committee meeting for the Earth Summit, the International Chamber 

of Commerce and its members pressed hard to keep any language calling for regulation of the 

TNCs out of Agenda 21...Aided by the US government and others, the TNCs even went so far as to 

advocate successfully striking the words "transnational corporation" from many of the texts.  In one 

case the ICC took its fight to Stockholm, where it lobbied the Swedish government to withdraw a 

proposal it had made calling for TNCs to internalise environmental costs in their accounting and 

reporting processes, and replacing it with "inviting them (TNCs) to participate in examining the 

implications for internalising environmental costs." 

 

 

VI: ASSESSMENT OF AGENDA 21'S CHAPTER ON BUSINESS AND INDUSTRY   

 

Despite the need for a multilateral regulatory framework to influence the behaviour of TNCs, there 

was a conspicuous absence of proposals for the international monitoring, regulation or control of 

big business and transnational corporations to ensure that they reduce or stop activities that are 

harmful to the natural environment, human health and development. 

 

Agenda 21 does contain a Chapter 30 on 'Strengthening the role of business and industry' but it is 

located in a section on how the rights of major groups (such as women, youth, indigenous people 

and non-governmental organisations) can be strengthened.  Thus, industry and TNCs are being 

treated as entities whose roles or rights can be strengthened, rather than as entities whose activities 

should be regulated or on whom some significant obligations can be placed. 

 

The Chapter is very weak and thin on what corporations should do, how they can do it, or on 

mechanisms to monitor or ensure the implementation. 

 

It has an introduction of mainly very general points, followed by merely two programme areas, on 

promoting cleaner production and promoting responsible entrepreneurship. 

 

The Introduction begins by showering praise on the crucial role of business and industry, including 

TNCs, in social and economic development, their contribution to increasing prosperity, how 

business enterprises provide major trading and employment opportunities as well as greatly 

contributing to women's role and progress.    It mentions how business and industry can play a role 

in reducing impacts on the environment, how technology development and transfer depend on 

them, and why they should recognise environment management.  It praises business leaders that 

"are increasingly taking voluntary initiatives, promoting and implementing self-regulations and 

greater responsibilities in ensuring their activities have minimal impacts on human health and the 

environment."   It says a positive contribution of business to sustainable development can be 

achieved through economic instruments such as free market mechanisms in which prices reflect 

environmental costs.  Improving production systems, encouraging inventiveness and "voluntary 

initiates" are suggested "for stimulating more varied, efficient and effective options." 
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The above rationale for the Chapter neglects to mention the crucial negative role of industry, 

business and TNCs in environment and sustainable development problems.  Whilst lavishly 

praising the role of corporations, the market and entrepreneurs, it fails to outline the various 

mechanisms by which they deplete resources, harm the environment and create the wasteful 

consumer culture.  

 

It also strongly praises and advocates voluntary initiatives and self-regulation, without offering any 

evidence that these have a record of being adequate to control industry's environment effects. 

 

It downplays the role of regulation of corporations for the environment, without offering any 

explanation why it is unnecessary to regulate (or to increase regulation) of business.  Saying that 

improving production systems or facilitating inventiveness can help the environment is merely 

stating the obvious, without putting the onus on business to meet the objectives.  The Introduction 

is thus misleading, biased towards only the positive role of business, and is thus greatly imbalanced. 

 

In the programme area on "promoting cleaner production", the objectives are that government and 

business should aim to increase efficiency of resource use and reduce the rate of waste discharge. 

 

Many of the ten activities proposed are general, such as that governments and business should 

strengthen partnerships (para 30.7); governments should implement an appropriate mix of 

economic instruments and normative measures to promote cleaner production (para 30.8); 

governments should promote technological cooperation between enterprises (para 30.11), industry 

should incorporate cleaner production policies in operations and investments (para 30.12), should 

cooperate with workers to improve their skills (para 30.13), should encourage firms to improve 

environmental awareness and environmental performance (para 30.14).  International organisations 

should increase education on cleaner production (para 30.15) and disseminate cleaner production 

information (para 30.16). 

 

Half the proposals involve governments or international agencies, rather than industry.  On the 

more concrete activities for businesses, they are merely "encouraged" to report annually on their 

environment record and to adopt industry's own voluntary codes of conduct on environmental 

practice, such as the Business Charter.  These are only pleas or requests to industry, business and 

TNCs, and purely on a voluntary basis.  No obligations are put on companies. 

 

In the programme area on "promoting responsible entrepreneurship", the praise for business leaders, 

and the weakness of proposed activities are even more pronounced.  The "basis for action" praises 

entrepreneurs for being driving forces for innovations, increasing market efficiencies and 

responding to challenges.  Responsible entrepreneurship can play a major role in improving 

efficiency in resource use, reducing risks, minimising wastes and safeguarding the environment.  

There is not a whisper here that a large part of the environment crisis is due precisely to the profit-

maximisation motivation and greed of entrepreneurs, their gross neglect of their social and 

environmental obligations, and the greatly inadequate regulatory framework to make these 
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entrepreneurs more socially or financially accountable (for example by stricter fines or jail terms for 

offences, and stricter liability for damage).   

 

The objectives are very weak (to encourage the stewardship concept by entrepreneurs, and to 

increase the number of entrepreneurs that implement sustainable development policies).  Of the 12 

proposed activities, six are addressed to governments or international organisations, and only six to 

business and industry.  Governments are asked to "encourage" the establishment of "sustainably 

managed enterprises" (para 30.19) and the establishment of venture capital funds together with the 

private sector for sustainable development projects (para 30.20).  They should also support 

environment training in enterprise development (para 30.21). International agencies are asked to 

encourage small and medium scale entrepreneurs engaged in sustainable development practices 

(para 30.27), to encourage environmental aspects are strengthened in foreign investment (para 

30.28) and increase support to research and development (para 30.29). 

 

Of the activities for business and industry, they are encouraged to have worldwide sustainable 

development policies, arrange for environmentally sound technology to be available to affiliates, 

and establish national councils for sustainable development, increase research and development of 

environmentally sound technologies, and ensure ethical management from the health and 

environmental angles.  To do the latter they should "increase self-regulation."  arge businesses 

should also consider partnership schemes with small and medium companies. 

 

Again, being general and vague, most of the proposals are only rhetorical without an 

implementation or enforcement plan or target dates for fulfillment.  Half the proposals are not even 

directed to the business sector, and the government actions recommended do not call for greater 

monitoring or regulation.  Instead, companies are "encouraged" to do whatever they can, and on a 

voluntary basis. 

 

Thus, on the whole, Chapter 30 is unbalanced, very thin on what companies should do, and does 

not even encourage governments or international agencies to be watchdogs of corporate behaviour. 

The Chapter does not at all give a realistic portrayal of the global corporate setup and system, which 

generates so much competition for resources and profits, and whose activities make the greatest and 

gravest impact on the environment.  Big business is seen as basically good and should be 

encouraged to do even better.  Governments should leave them alone, except to provide them with 

more encouragement and training.  Thus, Agenda 21 is grossly inadequate in its treatment of the 

largest entities (business, industry and TNCs), with no extra controls needed to check or ensure an 

improvement in corporate behaviour. 
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VII: DEVELOPMENTS PROMOTING INCREASING POWERS AND FREEDOMS OF 

TNCS 

 

Although the UNCED process ought to have led to strengthening multilateral monitoring and 

regulation over TNCs, events during and after UNCED made clear that there was instead a strong 

trend in the opposite direction.  

 

In the Uruguay Round negotiations under the General Agreement on Tariffs and Trade, which were 

still going on during the period of the UNCED process, Northern governments proposed the 

dismantling of national laws or regulations that are or can be imposed on foreign companies (such 

as limits on equity ownership, minimum levels of use of local materials in production, or confining 

the entry of foreign firms to only selected sectors).  The acceptance of such proposals in the TRIMs 

(trade-related investment measures) and services aspects of the Uruguay Round would render many 

of the existing national controls over foreign enterprises illegal under international law.  The 

freedoms and powers of TNCs would be immeasurably strengthened vis-a-vis governments, 

parliaments and the public.   

 

In the end, the TRIMS Agreement only dealt with those measures (such as local content 

requirements) that had direct effects on trade.  However in 1996 the Northern governments again 

tried to introduce negotiations for a multilateral investment agreement in the WTO that would 

include their original proposals for the right of foreign companies to establish themselves in all 

WTO countries, national treatment for these investors, and minimal or no regulation on their 

operations.  A Working Group has been set up in the WTO to examine trade and investment issues. 

 At the OECD,  negotiations also started in 1995 for a Multilateral Agreement on Investment, that 

would incorporate the same principles of the right to establishment, national treatment and the 

banning of conditions or regulations imposed on foreign firms by host governments. 

 

Through the Uruguay Round, the Northern countries also attempted, successfully in the end, to 

impose strict intellectual property rights regimes on developing countries, through the TRIPs (trade-

related intellectual property rights) Agreement. Such regimes would guarantee that TNCs earn 

monopolistic rents for their technological dominance (through patents and royalties) whilst barring 

potential rivals from the South from technologically competing with the North. 

 

On the other hand, existing mechanisms and institutions that have been making efforts to increase 

official and social monitoring or regulation of TNCs are being systematically dismantled, 

downgraded and shelved: 

 

 The UNCTC was closed down in the restructuring of the United Nations announced in 

February by the Secretary General.  The post of Executive Director of the Centre was 

abolished, and some of the Centre's former staff los their jobs or were absorbed under new 

or other departments. 
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 Negotiations on the Code of Conduct on TNCs (which started in 1976 and were reportedly 

near completion in 1991) were sidelined during the UNCED process period on the 

insistence of some Northern governments to await Uruguay Round and UNCED results.  

The Code could have been the major inter-state instrument spelling out the duties and rights 

of TNCs and the rights of states to regulate TNCs.  If agreement on the Code could have 

been concluded, it could have guided  the  negotiation  process in UNCED and the Uruguay 

Round.  In a Briefing Paper issued in March 1992, the Third World Network warned:  

"Instead,  the  principles  in  the  Uruguay Round (dismantling the rights of governments  

vis-a-vis  TNCs)  and in the  UNCED  (which  is  for strengthening the role of TNCs rather 

than the capacity of states to regulate TNCs) will now take precedence.  The Code will have 

to be adapted to fit the new freedom-for-TNCs paradigm instead.  Indeed the very future 

existence of the Code is in doubt, given the UNCTC's demise."  These fears unfortunately 

proved to be correct.  Eventually, by 1993, the negotiations for the Code of Conduct were 

permanently halted, and the UN Commission on TNCs was itself closed down through a 

resolution a vote in the United Nations.    

  

 The efforts of UNCTAD (The UN Conference on Trade and Development) to address the 

restrictive business practices of TNCs have not been given priority, and attempts to link the 

need to control such practices to the Northern demands for dismantling state conditions on 

TNC entry and operations in the Uruguay Round negotiations have been sidelined. 

  

Finally, in 1995, the OECD countries initiated negotiations for a Multilateral Agreement on 

Investments, that would give corporations the right to enter and establish themselves in signatory 

countries, be given "national treatment" similar or better than local investors, and have the right not 

to be regulated by performance requirements such as technology transfer.  Whilst unprecedented 

rights would be given to foreign corporations, they would not be required under the MAI to meet 

any obligations to be placed by host countries.  Indeed host countries would be prohibited from 

placing obligations on foreign investors. Although negotiated only by OECD member countries, 

other countries will be invited to join the MAI once it is concluded.  The MAI is being met with 

increasing protests in many countries.   

 

 

VIII: CONCLUSION 

 

UNCED was an opportunity for the international community to introduce mechanisms to monitor, 

regulate and change the behaviour of TNCs and other enterprises towards more environmentally 

sustainable goals.  However this opportunity was lost.  The loss of the opportunity to change the 

practices of the most important actors responsible for environmental damage will go down as the 

greatest deficiency of UNCED. 

 

Following the Rio Summit, the trend of deregulation of TNCs and of granting to them more rights 

and freedoms, without corresponding accountability, has greatly accelerated, particularly with the 
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conclusion of the Uruguay Round agreements.  This trend is likely to spurt ahead further if the 

proposals before the OECD on the multilateral agreement on investment succeed. 

 

That TNCs continue to be the most important players and factors involved in environmentally 

damaging activities can be gauged from the following data, derived from Greer and Bruno (1996: 

pg 15-16): 

 

 TNC activities generate more than half of the greenhouse gases emitted by industrial sectors 

with the greatest impact on global warming.  

 

 TNCs have virtually exclusive control of the production and use of ozone-destroying CFCs 

and related compounds. 

 

 In mining, TNCs still dominate key industries and are intensifying their activities.  In 

aluminium, for example, six companies control 63% of the mine capacity. 

 

 In agriculture, TNCs control 80% of land worldwide cultivated for export crops; and 20 

firms account for 90% of pesticide sales. 

 

 TNCs manufacture most of the world's chlorine, the basis for some of the most toxic 

chemicals including PCBs, DDT and dioxins. 

 

 TNCs are the main transmitters of environmentally unsound production systems, hazardous 

materials and products to the Third World. For example, 25% of pesticide exports from the 

US in the late 1980s were chemicals banned or withdrawn in the US itself. 

    

 TNCs dominate the trade (and in many cases the extraction or exploitation) of natural 

resources and commodities, that contribute to depletion or degradation of forests, water and 

marine resources and, toxic wastes and unsafe products. 

 

 Through advertising and product promotion, they also promote a culture of unsustainable 

consumption.    

 

Case studies of the recent performance of twenty TNCs by Greer and Bruno (1996) show that 

despite the improved public relations exercise claiming greater environmental responsibility and 

despite more and more voluntary codes of conduct by industry, there has been little change and 

much "business as usual", with the corporations continuing with activities that are environmentally  

harmful. 

 

With the growth in production volume and geographical scope of big companies, based largely on 

the continuing use of unsustainable production systems (and promotion of wasteful lifestyles), and 

in many cases displacing more sustainable systems or lifestyles, more environmental degradation 

worldwide must be expected. 
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Recent trends in international affairs, including during the UNCED process, show that the rights 

and powers of TNCs are being promoted, at the expense of the rights of governments, the public 

and their representatives.  At the same time, the few and already weak countervailing mechanisms, 

such as the UNCTC and its Code of conduct for TNCs, have been dismantled or downgraded.  

Since there is no evidence that self-regulation or voluntary action by corporations has improved the 

global environment situation, this trend is negative and could be the seed of future major problems. 

  

Since TNCs are the main economic agents responsible for the global environmental crisis, leaving 

it to 'market forces' and industry self-regulation to somehow solve the crisis is neither practical nor 

honest.  The same 'market forces' and the failure of self regulation in the past and up to now are the 

main factors causing the crisis.  Whilst UNCED failed to live up to public expectations to set up 

mechanisms to better regulate corporate behaviour, there will continue to be increasing public 

demands made to fill up this gap in international relations.  
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