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The Role of Corporate Accountability in Sustainable Development

A statement by Maria Elena Hurtado, Consumers International

to the UN Commission on Sustainable Development, April 15, 1997



Since Rio, the deregulation and liberalisation of economies has been increasing the enourmous power of business even further. The potential this creates for more dynamic economic growth is obvious.  But NGOs are concerned that increasing rights and freedoms for industry have not been matched by sufficient safeguards to ensure that companies’ activities contribute, rather than undermine, social development, environmental quality, the deepening of democracy and greater participation of civil society.



Business is of course central to all that is being discussed here at the CSD - from poverty eradication, to energy, to sustainable production patterns,  new and innovative financial mechanisms to trade and environment.  But the problem, as we see it, is that:  while corporate accountability is implicit in Agenda 21, it must be made explicit. This means that governments need to define their role and responsibilities in ensuring that companies meet the social and environmental objectives of society. 

At Rio, the issue of transnational corporations and their responsibilities to people and the environment was dodged.  Business sought assurances that everything was OK if they went for self-regulation.  The World Business Council for Sustainable Development was set up to promote voluntary corporate responsibility and convince the world that companies should be trusted to do it well.  

NGOs recognise that the work of the Business Council in providing guidelines for industry is important and that some companies are making efforts to improve their environmental management systems, cleaning production and reducing material and energy inputs because it makes economic sense.  However, there is no independent verification of their claims or their compliance with their own rules.

As the International Chamber of Commerce’s statement to the present session of the CSD points out, “business looks to government to provide the necessary framework in which it can most effectively play its essential role in society…” It is essential therefore that governments have standards and legal obligations for companies, as well as provide the rights and tools of individuals and communities to protect their health and well-being from irresponsible business practices.  Corporate accountability is a necessary complement to corporate responsibility.  A framework is important for providing a ‘level playing field’ for all companies and to ensure that companies do act responsibly and transparently and are sanctioned if they do not.

An NGO Taskforce on Business and Industry has produced a set of recommendations to the CSD on the corporate accountability mechanisms that should be put in place. 

As I said earlier, the first step is for governments to define their roles and responsibilities in ensuring that corporations are indeed responsible to society. Appropriate mechanisms need to be set up.  For this we are proposing an ongoing UN subcommission on corporate accountability  the CSD, made up of representatives from business, government and NGOs to define the key problems and appropriate policy responses.  The subcommission could then designate a UN body as a focal point on corporate accountability.  This could be UNCTAD’s Division on Investment and Transnational Corporations which after the demise of the Centre for TNCs is focusing almost exclusively on investment trends and the promotion of foreign investment.

The subcommission could, for example:

start reviewing and assessing the implementation of national and international legislation, treaties and charters which address corporate accountability;

organise national and international hearings on issues of corporate responsibility;

develop criteria and indicators for corporate responsibility and collect information on impacts of corporate practices and plans.

Information on corporate decisions, practices and assessment of their impact is essential for governments and civil society.  National governments can do a lot more in this direction through, for example, right to know legislation, laws requiring regular company reports on the release, use and storage of dangerous substances; full product labeling; public information requirements on financial and other contributions by companies to political parties and lobbying groups.

A UN Subcommission on Corporate Accountability could also look into the whole area of removal of subsidies for unsustainable activities, positive subsidies, ecological tax reform, eco-taxes and similar instruments. 

It could also promote the development and enforcement of  liability laws for costs imposed by companies on people and the environment and of standards that ensure that production processes or products do not harm society or the environment, including the adoption and implementation of the Precautionary Principle and the Principle of Extended Producer Responsibility.

A UN Subcommission on Corporate Accountability could promote international agreements that encourage high operating standards to stop the current situation where governments lower standards and requirements to attract foreign investment, thus creating a downward spiral.

The overarching principle that must inform the work of a subcommittee is to put people and communities at the centre of its concerns. Current international agreements on trade, on investment are stacked against small local businesses and farmers and local economies.  A major responsibility of a UN subcommission must be to redress this balance.

OECD governments can make an early start in this direction by incorporating environmental, consumer and social standards into the Multilateral Agreement on Investment, now under negotiation. 

The NGOs will be holding a panel tomorrow Wednesday on the role of corporate accountability on sustainable development at 6:15pm in conference room 2.  We very much hope you can join us there so we can continue to explore together this very important issue. 
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For more information contact Jeffrey Barber, ToBI, 1612 K Street, NW, Suite 600, Washington, DC  20006

Phone:  202-872-5339  Fax:  1-202-331-8166  Email:  jbarber@igc.apc.org










