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1 Introduction

In the modern world the behaviour of a company is not judged exclusively by whether it
complies with the law, the effect of globalisation means consumers, the press and
non-governmental organisations (NGOs) are more able to exert pressure on companies.
Increasingly connected populations can facilitate wide reaching reactions to the
behaviour of multi-national corporations (MNCs)' via the internet for relatively little
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cost. The law has also experienced a degree of globalisation; international guidelines
exist in numerous areas, providing model laws and standards for MNCs to adhere to.”

In this climate, the compliance of Unilever Group will be explored from three
perspectives, the laws in existence, the regulations which must be followed, and the
cultural influences on the company. The consideration of the laws influencing MNCs will
explore national and international laws; here the increased global efforts to draft law will
be analysed. The regulatory settings include legally enforceable regulation as well as the
development of voluntary codes. Finally the social setting in which the company exists is
discussed, this will include the non-legal implications MNCs face due to the current
cultural norms and behaviour of the world population, specifically consumers, the press
and NGOs. Firstly, a brief history and description of Unilever must be provided.

It will be seen that contemporary MNC regulation is not limited to the laws of the
jurisdiction the MNC is operating in, the development of the internet, more informed
consumers and social networking means strong self-regulation is required. While in the
past holding companies like Unilever could be largely anonymous and their operations
could continue out of sight of the consumer, in the 21st century all companies can be held
to account by individuals with few resources, though the internet and social networks.

2  Unilever

Unilever the product of the merger in 1930; the Dutch company ‘Naamlooze
Vennootschap Margarine Unie’ and ‘Lever Brothers Limited’ of the UK joined in a
business merger rather than a legal merger.’ The business merger was chosen to avoid
punitive taxes, and two companies still exist; ‘Unilever PLC’ in the UK and ‘Unilever
NV’ in the Netherlands.

Figure 1 Legal structure of unilever® (see online version for colours)

Shareholders

Unilever NV Equalisation and Unilever PLC
|- other Agreements :

Jointly owned

NV owned operating PLC owned operating

operating

companies ]
companies

companies

NV Shares
Ticker: UNA ——
Traded Amsterdam

1UNA =1 ULVR PLC Shares
' B ; Ticker ULVR

Traded: London

1UN = 1UNA 1UL=1UNVR

New York Registry Shares 1UN=1UL American Depository Receipts
Ticker: UN : : Ticker: UL
Traded: NYSE

Traded: NYSE



158 H. Hillman

Figure 1 shows the structure of the Unilever Group. The shares of the two parent
companies to the Unilever Group are valued equally, wherever the share is purchased.
Unilever NV and Unilever PLC are traded in Amsterdam and London stock exchanges
respectively; additionally they are both traded on the New York Stock Exchange. The
companies operate as a single entity, sharing all their assets via various agreements
signed in the merger, this provides for the sharing of brands and technology, as well as a
shared board of directors.

The Unilever Group is a holding corporation, the group claim to own more than
400 brands’ producing consumer goods including food, drink, cleaning, and health and
beauty products.® Unilever employ over 173,000 people,” selling products in more than
190 countries,® and the company achieved a turnover of €51 billion in 2012.° Unilever’s
legal structure is different to many companies, but the two parent companies are required
to comply with UK and Dutch corporate governance legislation.

3 Legal setting

In incorporating a company, the company must comply with the laws of the jurisdiction
they have registered in. This includes various formalities surrounding reporting of profits
and specific duties to be completed by designated members of staff. As well as this a
company must ensure they practice good corporate governance.

An agreed definition of corporate governance proves difficult. Collins dictionary
simply defines it as “the balance of control between the stakeholders, managers and
directors of an organisation”.'” Commentators have gone further than this; proposing it
distributes the “rights and responsibilities among different participants in the
corporation”" and “spells out the rules and procedures for making decisions on corporate
affairs”.'> Corporate governance helps provide safeguards to investors, without a
framework of control there is little stopping those running the company from taking
company money for themselves.

Corporate governance has developed predominantly in recent decades; high profile
collapses as a result of fraud can be seen as a catalyst for this. Infamous examples include
Polly Peck in the UK'® and Enron in the USA. Enron filed for bankruptcy in 2001'* and
as it collapsed large scale fraud and embezzlement became apparent,'” investors were left
to bear the losses. Polly Peck was run by Asil Nadir for over ten years during which he
stole approximately £150 million from the company;'® the shareholders of the company
were the victims of Nadir’s crimes. Cases such as these and others like Worldcom and
Coloroll provided the impetus for improved corporate governance provisions. The UK
commissioned three major reports in the 1990s;'” the Cadbury Committee in 1992, the
Greenbury Committee in 1995" and the Hampel Committee in 1998.*° Subsequent
reform came through the Corporate Governance Code in the UK*' and through the
Sarbanes-Oxley Act® in the USA. The Enron collapse in particular was influential as it
demonstrated that even the largest of companies could be destroyed if safeguards are not
in place. The UK’s approach has formed the starting point for other countries in writing
their own codes.® The aim of the UK Code is to “facilitate effective, entrepreneurial and
prudent management that can deliver the long-term success of [a] company”.*

The legal structure of Unilever Group means it must comply with the corporate
governance laws of two jurisdictions, fortunately for Unilever the two sets of laws are
similar. Both the UK and Netherlands operate under a ‘comply or explain’ principle,” the
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philosophy behind this principle is to allow flexibility as not all companies are the same.
The Dutch and UK codes are markedly similar because both jurisdictions are members of
the EU; as such they should have codes which comply with Directive 2006/46/EC.*°

4 Regulatory setting

Incorporating a company creates a legal person; based on this principle the legal person
takes on the same responsibility for its actions as individuals, and to this end a company
should be liable for its actions just as an individual would be. Furthermore a company
acting in a foreign territory should abide by the laws of the territory in which they are in.
With relation to the actions of MNCs outside of their home states, questions can arise
over behaviour which is legal in the state they are active but would be illegal in their
home state. However, regulating and pursuing MNCs under the law is more complex than
pursuing a natural legal person; a human being cannot claim one of its arms to be a
separate entity. The concept of a company being a legal person is adopted within the EU
legislation; specifically Article 54 of the Treaty on the Functioning of the European
Union?” (TFEU). A company with a “registered office, central administration or principal
place of business within the Union shall... be treated in the same way as natural persons”.
An example of its application can be seen in Centros Ltd and Erhverus-og
Selkabsstyrelsen,”™ demonstrating its use by a company exercising its right to register in
another Member State and for that Member State to accept the laws of incorporation of
the company’s home state. Article 54 should allow EU law to hold companies to account
as legal persons but sometimes it is difficult to ascertain which company is the correct
company to pursue. The litigation in the wake of the Bhopal gas leak demonstrates the
difficulties of pursuing an elusive company,”’ Union Carbide tried to distance themselves
from the event by claiming the Indian subsidiary was a separate company, this was to
minimise damages as the Indian subsidiary had less money with which to pay any
settlement.*

A further issue arises where a company is adhering to the laws of a jurisdiction but
those laws are of a low standard; the MNC is technically operating within the law, but
concerns are raised from the developed world that environmental and human rights
violations are occurring which many jurisdictions legislate against. This can be seen
publically, most clearly through the work of high profile NGOs such as Friends of the
Earth,’' and in relation to the Niger Delta the Socio-Economic Rights and Accountability
Project (SERAP).*? The Bhopal case demonstrates the difficulty in pursuing an MNC; the
Niger Delta violations highlight the increased complexity where a government is corrupt
and as such complicit.® With relatively little action possible in relation to dictating the
laws a country should introduce, the onus has been placed on companies abiding by
international standards.

The Organisation for Economic Co-operation and Development (OECD) provides
guidelines for MNC’s on acceptable behaviour, developed by Professor John Ruggie.**
These guidelines codify standards expected of MNCs wherever they are active. The aim
is to avoid situations similar to that caused by the oil industry to the Niger Delta, where
corrupt officials and complicit oil companies committed environmental and human rights
violations while mining and exporting crude oil.**> The guidelines are helpful, but they are
vague in places and arguably state the obvious, however they are a step in the right
direction. However it could be argued that the fact such basic standards need to be set is a
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sad reflection of MNCs. The OECD has 34 member states which encourage the MNCs of
their jurisdictions to comply, this highlights weakness in the guidelines; they are
voluntary and MNCs do not face any enforcement measures if they do not sign up or they
breach the guidelines.

The OECD is not the only organisation which has produced a set of guidelines, the
UN provides guidance in relation to human rights,’® and its subsidiary the International
Labour Organisation also provides guidelines in relation to labour standards.’’ The
various codes can act against each other in that they can clutter the field, this is
exacerbated by company led codes which they write and impose on themselves.
Self-written codes may be beneficial to a company as they can take greater control over
the obligations they place on themselves.

Unilever provides an example of an MNC adopting various measures consistent with
self-regulation and increased standards of care. Unilever promotes its activity on its
website,” including outlining their Purpose and Principles® which the company operates
by, Unilever’s Supplier Code™ detailing the behaviour expected of Unilever’s suppliers,
and the website also contains information regarding Unilever’s approach to
sustainability.*'

The development and adoption of international codes has coincided with the
development of the internet and increased global communications. As technology
has improved more and more people are able to communicate with people they could
not communicate with before. As such the reputation of an MNC can be affected
by behaviour previously out of sight of its consumer base. With this increase in
consumers informed as to the behaviour of MNCs, MNCs are increasingly being
expected to exceed the minimum standards set by regulation; the development of
corporate social responsibility (CSR) has coincided with the growth of globalisation
and the internet which will be seen though discussion of the social climate MNCs
operate in.

5 Social setting

To assess the entire social setting in which Unilever operates is not possible within this
paper, such an examination would arguably be better suited to a sociology paper in order
to do it justice. This analysis will be limited to the concept of CSR and the influences on
its development. A narrow reading of the issue would conclude that CSR is not a legal
issue, despite there being many codified standards they are not universally agreed, and
the obligations are not binding ergo there are no consequences for breaching them. While
it is true that it is not possible to directly link any consequence to a company breaching a
voluntary obligation, MNCs must consider their voluntary agreements in a similar way to
which nations agree to international treaties and codes.

Academics have been struggling to define CSR for decades and from a variety of
starting points. Friedman was sceptical of CSR, arguing it was ‘“fundamentally
subversive™* and that corporate officials accepting social responsibility undermines free
society.” However, at a similar time commentators such as McGuire were open to the
idea of corporations having social responsibilities* and in 1971 the Committee for
Economic Development (CED) suggested a company’s responsibility could be grouped
into circles as seen in Figure 2.
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Figure 2 Three concentric circle approach proposed by CED® (see online version for colours)
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The CED concluded that a company’s responsibilities could be categorised based on the
distance from its central economic concerns. Davis and Blomstrom did not deem CSR to
be entirely separate from the traditional responsibilities of a company, it was seen to be
incorporated into these responsibilities and the development of additional responsibilities
was endorsed.*® CSR is different for every MNC; Carroll proposed a four-stage process,
arguing that a company’s total social responsibility was the sum of all its responsibilities;
“The social responsibility of business encompasses the economic, legal, ethical and
discretionary expectations that society has of organisations at a given time.”*’

It can be seen from the early literature that CSR was viewed from a business
performance perspective, indeed Ankerman and Bauer criticised the term ‘social
responsibility’, arguing the emphasis should be on responding to social demands. This
highlights a potential criticism of CSR; it is a business tool rather than the philanthropic
activity it is portrayed as. Corporations must engage in CSR due to the climate they
operate in, but some corporations do this so as to remain marketable rather than because
they genuinely care.

More recently Silberhorn and Warren have assessed CSR from a corporation’s
perspective;”® in 2007 they found that despite its philanthropic beginnings CSR is
considered principally with performance in mind, followed by corporate values and
finally stakeholder pressure.*’ Companies will prioritise responsibilities for which
they will suffer a direct consequence; a study by Pinkston and Carroll concluded legal
responsibilities to be the highest-ranking CSR component for UK and German
countries,” with similar results in the USA.>" Silberhorn and Warren argue the legal and
economic responsibilities produce a minimum threshold for CSR, but the philanthropy
was declining. O’Dwyer also identifies self-interest in CSR; he argues that three
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overlapping rationales drive CSR; proactive enlightened self-interest, reactive
enlightened self-interest and finally obligations and duties.® This is consistent with
corporate goals and shows CSR as a means of competition between companies, they must
proactively seek out new initiatives, react to competitors’ moves and comply with the
law. The resources a company devotes to CSR will depend on a variety of factors;
Maclagan found the a directors personal values will influence a company’s CSR policies,
but the driving force according to Pinkston and Carroll,” as well as Levy and Shatto,**
was company size and monetary resources dictate the level of funding given the CSR.
This is logical but also is consistent with the competitive nature of CSR; the more money
a company has, the more it may spend on CSR in order to gain an advantage over its
rivals.

Defining CSR is difficult; it changes over time and from company to company.
Similarly to model laws and behavioural codes, the over complication of the area has led
to many companies defining CSR themselves. There is a caveat to this proactive step; a
company may define CSR itself so it can control the responsibilities it wishes to take on.

As explored above, CSR has been described as reactive and relevant to the
environment companies work in, the reasons for its development are found in the changes
to that environment. Companies arguably led the development of globalisation in search
of resources, cheap labour and market opportunities; but it is the globalisation of society
that is heavily influencing the CSR behaviour of corporations. The development of the
internet has improved communication immeasurably; this has allowed for the
development of worldwide social networks such as Facebook’® and increase the spread of
information. Improvements in communication have in turn increased the levels of
awareness amongst consumers, who are now able to easily discover the actions of
companies. It is arguably this spread of information that has forced companies to consider
behaviour towards the people they affect and their surroundings. In accepting this
companies have then taken this on as their responsibility, and must fulfil their
responsibilities as their consumers can discover failings and spread these findings easily.
Campaigns can easily gain momentum and force companies to change behaviour;
examples include a campaign from Greenpeace against Waitrose causing it to end a
partnership with Shell,”® and Friends of the Earth’s aforementioned pursuit of Shell in the
Niger Delta.”’

Unilever do no attempt to define CSR, in fact their literature avoids the term, this
approach allows them to determine their responsibilities, following their Purpose and
Principles™ which are published on their website and put focus on their sustainable living
plan.” Unilever displays O’Dwyer’s ‘proactive enlightened self-interest’ by developing
their own initiatives, such as the Lifebuoy™ soap project,” and the Pureit™ water
purifiers.®’ Unilever also displays examples of reactive enlightened self-interest through
joining established projects such as the Fairtrade Foundation® and working with charities
such as WWF,” Rainforest Alliance® and Oxfam.®

In addition to the sustainability plan, Unilever set themselves goals and have
published a report outlining their progress,®® appearing to add to their obligations. In this
report they outline the 57 goals they have set themselves, it is claimed that they have
achieved 1, are on track with 49, being on schedule with 6 and have failed to achieve
1 goal. They boast a reduction in waste and an increase in sustainably sourced
materials,”” as well as reaching millions of people with their Lifebuoy™ and Pureit™
products, 48 million and 35 million respectively. These results are stated by the company
alone, they are not verified independently. Despite this, Unilever’s approach to



Showing they care, but about what? 163

sustainability is noteworthy due to the way in which they calculate their impact; it is
calculated to include the impact their products have on the environment both in
production and when used by the consumer, this accounted for 68% of Unilever’s carbon
footprint.”® Unilever could have calculated a 68% lower carbon footprint for their
company. However, this is likely to be a deliberate move by Unilever and demonstrates
how CSR is arguably a corporate game, in Unilever including the use of their products
they can make their operation appear more sustainable. A further advantage of this
approach is to share the responsibility, while the majority of CSR concerns companies
changing their behaviour; this approach encourages consumers to take part as well. Thus,
Unilever can argue that if a consumer believes Unilever should care about the
environment, then that consumer should also care about the environment themselves.

Unilever have also utilised the increase in consumer awareness and adapted their
products accordingly, for example they have introduced concentrated detergents to
minimise packaging and developed their products to clean at lower temperatures. These
steps widen the range of products Unilever can offer, embracing the concerns of their
consumers; arguably satisfying Ankerman and Bauer’s opinion that CSR should
encompass responding to the market® and could even be seen as capitalism as it utilises a
gap in the market to increase profit.

CSR reporting is not solely undertaken by the company engaging in it, there are
various organisations which award rankings to company’s CSR achievements’® which a
will be displayed on a company’s website.” Such initiatives highlight a criticism of CSR
reporting, like the standards applied to codes, there are not agreed levels to which CSR
report must reach. It is highly unlikely that many consumers could place CSR awards into
any kind of hierarchy, or identify the standard to which a company is judged. They are
merely badges a company wears for which there very little consumers can do to
differentiate them. A further sceptical element to CSR is the consultancy business which
has grown with it; services are offered to companies so as to develop and tailor a CSR
programme to suit them, the epitome of the Ankerman and Bauer corporate
responsiveness concept, developing to the market.”

6 Conclusions

The setting in which companies operate has changed over time with the development of
globalisation, technological advances and the increased awareness of the consumer.
Corporate governance has developed in the wake of high profile scandals; the law is
reactive and the scandals provided the incentive for change. While the laws of developed
countries are largely adequate to regulate the activities of MNCs, increased awareness of
environmental disasters and human rights violations has highlighted the deficiencies of
developing countries legal systems. This has led to the rise of international codes of
conduct, which while being inherently well meaning have failed to set an accepted
standard. The lack of an agreed code has arguably caused the development of further
codes and initiatives to achieve an agreed code; this has lead to a proliferation of codes
and as such caused companies to create their own but in the process add to the issue.
Arguably the biggest driver of change in MNC behaviour, aside from legal influence,
will be economic considerations. Unilever pursue a public CSR programme and produce
products in line with this, improving their performance in the process. This is because
their customers increasingly demand ethically sound products, by embracing this and
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challenging consumers to reduce their carbon footprint, Unilever are improving their
economic performance.
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