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Taming Corporations or Buttressing Market-Led

Development? A Critical Assessment of the Global Compact

SUSANNE SOEDERBERG

Queen’s University, Kingston, Canada

ABSTRACT Voluntary-based corporate social responsibility (CSR) strategies have become a
fashionable response of the business community and international organizations to the
growing discontent over flagrant abuses of corporate power against humanity and the
environment. A case in point is the Global Compact (Compact or GC), which was forged by
the United Nations in 2000. The GC represents the world’s largest initiative and involves a
wide range of diverse actors, from mammoth-sized transnational corporations (TNCs) to not-
for-profit nongovernmental organizations. This essay looks critically at the GC by identifying
the social relations of power and struggles inherent within the initiative, as well as its links
to the wider neoliberal-led development agenda. In contrast to the image portrayed by its
creators that it is a neutral, inclusive, and progressive exercise in global governance, I argue
that the GC is in essence a neoliberal strategy that is a highly exclusionary, corporate-led
attempt to legitimate and thus reproduce the growing social power of TNCs across the world,
but particularly in the global South. It does so in a twofold manner: first, by institutionalizing
and thereby depoliticizing anti-corporate struggles that seek social protection from market
forces, and second, by discrediting the drive to tame corporate behaviour through legally
binding codes. In doing so, the Compact normalizes and thereby recreates the dominant
neoliberal-led development paradigm based on the central premise that, given the ‘correct’
policy framework, the market will be able to provide adequate levels of social protection as it
generates economic growth.

Las estrategias voluntarias de responsabilidad social empresarial (CSR, por sus siglas en
inglés), se han puesto de moda como una respuesta de la comunidad empresarial y las
organizaciones internacionales, debido al descontento cada vez mayor sobre los abusos
evidentes del poder corporativo contra la humanidad y el medio ambiente. Un ejemplo claro
es el Pacto Global (GC, por sus siglas en inglés), el cual fue creado por las Naciones Unidas
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en el 2000. El Pacto Global representa la mayor iniciativa mundial que incluye un amplio rango
de actores diferentes desde corporaciones transnacionales gigantescas (TNCs, por sus siglas en
inglés) a organizaciones sin ánimo de lucro y no gubernamentales. Este ensayo analiza
crı́ticamente al Pacto Global mediante la identificación tanto de las relaciones sociales del
poder y las luchas inherentes dentro de la iniciativa, como la manera como se vincula al
plan de desarrollo neoliberal. Yo planteo que el Pacto Global es esencialmente, una
estrategia neoliberal altamente excluyente, un intento guiado por las empresas para
legitimar y ası́ reproducir el poder social en crecimiento de las TNCs a través del mundo,
pero particularmente en el sur global. Lo hace de dos maneras, primero, institucionalizando
y por esa razón despolitizando las luchas antiempresariales que buscan protección social de
las fuerzas del mercado y segundo, desacreditando la iniciativa para controlar el
comportamiento empresarial a través de códigos legalmente comprometedores. Al hacer esto,
el Pacto Global normaliza y por lo tanto reproduce el paradigma de desarrollo guiado por
un dominio neoliberal con base en la premisa central que, dado el esquema de polı́tica
‘correcto’, el mercado puede proveer niveles adecuados de protección social en cuanto
genera crecimiento económico.

Introduction

The growing social and economic power of transnational corporations (TNCs), domiciled across
the globe (cf. Sklair, 2002), has been marked by an underlying Polanyian tension, which assumes
a more acute expression in Third World countries (Munck, 2006; Polanyi, 1957).

On the one hand, the past several decades of neoliberal governance, and its emphasis on the
privatization of state-owned corporations and services, liberalization of trade and investment,
and so forth, has led to greater dependence in Third World states and economies on private
capital investment, especially in the form of foreign direct investment (FDI). Consider the
fact that TNCs have come to replace official aid as the key source of development finance for
Third World countries (World Bank, 2006). Through conditional lending practices, or structural
adjustment policies (SAPs), the World Bank and the IMF have actively and aggressively encour-
aged Third World governments to create opportune investment climates for foreign capitalists.
The latter have also been referred to as ‘good governance’ practices, including sound
macroeconomic fundamentals, stable legal regimes, low levels of unionization and corporate
taxation, lax environmental regulations, legal structures to protect private property, and so
forth (Soederberg, 2004; UNCTAD, 2005; World Bank, 2005).

According to the neoliberal development paradigm, these market-friendly policies are
believed to attract and retain FDI and financial flows (equity financing), which, with the
‘correct’ policy mix, will lead to economic growth. The latter is usually viewed as generating
universal benefits, including social protection, which, in turn, will eradicate poverty. In this
development paradigm, excess market regulation, especially in the form of constraining the
profit-seeking activities of TNCs, is counter-productive, given that the market comprises rational
actors who, largely through the means of competition and information-sharing, will create a
robust and stable economy.

On the other side of the Polanyian equation lies deep-seated suspicion of the ability of the self-
regulating market to ensure adequate levels of social protection. For a growing number of
groups, individuals, and organizations, the increased power of TNCs in the global South has
been accompanied by negative features that have served to threaten the social fabric of societies
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(Davis, 2006; Harvey, 2000; Saad-Filho and Johnston, 2005). The general discontent with
mounting corporate power in the global South, and intensifying forms of commodification of
basic services and natural resources, has led to various forms of resistance—all of which
appear simultaneously at numerous spaces of political organization, such as local, national,
and international These struggles of resistance to the neoliberal-led development model associ-
ate it with a litany of controversial and high-profile cases of corporate abuses against human
rights, and environmental and labour standards (anti-union violence, child labour abuses, pol-
lution, water depletion, and so forth). This has led to much suspicion of neoliberal-inspired
forms of corporate-led development, and increased expressions of resistance and contestation
in both the developed and developing worlds in the hopes of introducing policies aimed at ensur-
ing social protection from market actors.

Until now, the official response to the Polanyian tension has not been to revise, and thus find
fault in, the predominant neoliberal policies; instead, international policymakers and organiz-
ations have prescribed greater adherence to market-led solutions so as to encourage more,
rather than less, foreign investment in Third World countries. Indeed, economic growth
driven by the self-regulating market is stubbornly viewed as the necessary component in achiev-
ing ‘development’ and, in turn, winning the war against poverty (World Bank, 2005; cf. Escobar,
1995; McMichael, 2004). The fact that the dominance of the self-regulating market over legally
mandated forms of social protection has continued to be called into question by numerous social
forces—thereby potentially threatening to delegitimate the neoliberal hegemony of development—
has not been lost on policymakers and the business community, however.

In a speech delivered at the World Economic Forum, whose members are the leading 1,000
corporations, in January 1999, the Secretary General of the United Nations, Kofi Annan, cau-
tioned business leaders of an imminent backlash against globalization unless it was ‘embedded
in social values’ and reflected the ‘common objectives’ of all segments of the world’s popu-
lation. Annan challenged the business community to join the UN in its aim to forge stronger
social and environmental pillars to sustain the global economy in the form of a Global
Compact (Compact or GC hereafter) (Ruggie, 2000). In an attempt to marry social values
with common objectives, the United Nations operationalized its present CSR initiative in
2000, which, with 2,300 participating corporations, represents not only the world’s largest,
voluntary-based CSR strategy, but also the quintessence of mainstream conceptualizations of
global governance. The Compact, for instance, is a ‘coalition to make globalization work for
all’ involving corporations, leaders of labour and civic groups, and a consortium of NGOs
from both industrialized and developing countries (Global Policy Forum, 2000).

According to its website, the Compact seeks to advance responsible corporate citizenship so
that business can be part of the solution to the challenges of globalization. Within the parameters
of the Compact, it is assumed that a more sustainable and inclusive global economy can be
achieved if business enters into partnership with other social actors: states across the globe,
who helped define the Compact’s principles; companies, whose actions it seeks to influence;
five UN agencies;1 labour, in whose hands the concrete process of global production takes
place; and not-for-profit, non-governmental organizations (NGOs), representing the wider
community of stakeholders.2

In accordance with the dominant, free-market paradigm of neoliberalism, supporters of the
GC believe that voluntary measures are more effective and viable in achieving socially accoun-
table behaviour than regulatory means. Neither governments nor corporations are legally
mandated to subscribe to regulations regarding the 10 principles that comprise the Compact,
which fall under the headings of human rights, labour rights, the environment, and, more
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recently, anti-corruption (Ruggie, 2001).3 Instead, the GC is to function as a ‘learning network’
that will encourage desirable behaviour in corporations through dialogue with different stake-
holders and sharing of information (ibid.). It is hoped that through this non-regulatory, non-
state-led arrangement, a ‘progressive platform’ can create a more inclusive institutional arena
in which, and sites from which, a variety of social actors can graft their pursuit of broader
social agendas onto the global reach and capacity of TNCs (Ruggie, 2004, p. 503).

To date, the GC, and its ability to bring about progressive change through dialogue around its
10 voluntary codes of conduct, has largely been, with a few exceptions (cf. Bair, 2007), analyzed
within the mainstream frameworks of legal and business studies, and international relations
theory, or, more specifically, liberal institutionalism, or, more generally, global governance
theory (Hocking and Kelly, 2002; Ruggie, 2000, 2002, 2004; Thérien and Pouliot, 2006).4 As
I discuss below, the problem with these analyses of the Compact is that they tend to be firmly
rooted in what Robert Cox (1993) refers to as problem-solving theory, as opposed to critical
approaches, which would seek to explain social change by making sense of the underlying
contradictions and struggles associated with the UN strategy of corporate citizenship.

To address this neglect, I transcend existing mainstream discussions about the GC by moving
beyond some assumptions imbued in global governance theorizations. This will largely be
accomplished by exploring more closely the Polanyian double-movement from which it
emerged and forms of resistance and domination therein. More specifically, I argue that the
origins of the GC must be understood first and foremost as a response to the underlying contra-
diction discussed above, particularly the push for social protection from corporate power and the
associated threat to regulate the activities of TNCs in the Third World.5 The Compact is a capi-
talist strategy, which has the effect of not only dividing struggle via exclusionary methods, but
also co-opting struggle by attempting to depoliticize and exclude the ever-increasing expressions
of discontent with corporate transgressions in the global South by relegating what David Harvey
refers to as ‘spaces of hope’ (2000) to bourgeois forms of controlled institutionalized space—
both in terms of the concrete space managed by the United Nations and abstract or cyber-
space, such as the e-postings where the TNCs showcase their adherence to the guiding principles
of the Compact.6

Seen from the above perspective, the GC represents what Antonio Gramsci refers to as a
passive revolution, in that it is an attempt to freeze the contradictions linked to the growing
power of TNCs over everyday life (Lefebvre, 2005) by depoliticizing struggles and paying
lip-service to issues of inclusion and participation of a multiplicity of stakeholders in the
woolly notion of global governance. The intended effect is not only to legitimize market-led,
voluntary forms of CSR as the only viable alternative, thereby discrediting alternative forms
of governing corporations primarily through regulatory standards, but also to promote the
common-sense understanding that states and societies should seek to enter a compromise with
TNCs—witnessed by Ruggie’s (2004) insistence, discussed above, that social actors strive to
graft their pursuit of broader social agendas onto the ‘global reach and capacity’ of corporations.
The point that Ruggie, like many mainstream global governance theorists, tends to ignore is that
the ‘global reach and capacity’ of corporations is not a natural occurrence driven by the unstop-
pable forces of globalization, but instead a social construct authored and legitimated by bourgeois
states across the globe to serve particular class interests (see Soederberg, 2006).

I develop this argument in four sections. Section one identifies two general assumptions made
by global governance theorists when discussing the Compact, and subsequent analytical limit-
ations. The second section discusses resistance to corporate abuses in the developing world
and the general anti-globalization backlash against the rising wave of corporate power.

A Critical Assessment of the Global Compact 503
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The third section demonstrates how the Compact legitimizes and recreates the social power of
TNCs by normalizing voluntary codes of conduct and ensuring that radical voices are excluded
from participating in the ‘learning network’, so as to preclude such alternatives as legally-
binding rules enforced by states, independent verification teams, and so forth. The fourth
section concludes by summarizing the argument and by highlighting some limitations and
possibilities for social change vis-à-vis the GC.

The Limits to Mainstream Accounts of Global Governance

Since the mid-1990s, global governance has become the dominant framework for making sense
of initiatives such as the Compact in the field of international relations, but also within
international policy circles (Murphy, 2000). According to an influential policy document, Our
Global Neighbourhood, global governance refers

to the sum of the many ways individuals and institutions, public and private, manage their common
affairs. It is a continuing process through which conflicting or diverse interests may be accommo-
dated and co-operative action may be taken. It includes formal institutions and regimes empowered
to enforce compliance, as well as informal arrangements that people and institutions either have
agreed to or perceive to be in their interests. (Commission on Global Governance, 1995, p. 2)

The Report of the Commission on Global Governance (CGG) goes on to suggest that governance
occurs not only at the national and global levels, but also at the local level. At each of these levels
of analysis, there is said to be a multiplicity of actors ranging from local producers to TNCs, and
from local and international NGOs to largely international organizations. According to the CGG,
this understanding of global governance allows for more diversity and more lateral forms of
decision-making than the traditional state-centric, top-down perspective that dominated much
of the post-war period (CGG, 1995, p. 4). Given the private-public and multileveled nature of
the Compact, it is easy to see why some scholars have tended to rely on the wider concept of
global governance to make sense of this UN initiative.

Most of these global governance theorizations about the GC are what Robert Cox (1993)
refers to as problem-solving as opposed to critical approaches. Problem-solving theories
assume that the basic elements of the international system are not subject to fundamental trans-
formation. ‘While problem solving theory assumes functional coherence of existing phenomena,
critical theory seeks out the sources of contradiction and conflict in these entities and evaluates
their potential to change into different patterns’ (Cox, 1996, pp. 5–6). Given the problem-
solving focus of the mainstream debates about the Compact, they fail to acknowledge and
interrogate several key assumptions that act to blur the capitalist nature of the initiative
(Soederberg, 2006). In what follows, I identify several important assumptions imbued in
global governance approaches and, by extension, the Compact. This exercise is useful, as it
helps us to identify the limitations and possibilities for change with regard to the UN initiative.

The first common-sense assumption of global governance and the GC is that social actors are
seen as existing on a smooth and even plane. That is to say, interactions involving various actors
and institutions are understood as a neutral space devoid of power relations, which in turn allows
for a highly optimistic view that anything is possible regardless of one’s gender, race, material
existence (social class), spatial location, and so forth. Robert Latham articulates this problem in
the following manner:

Governance, unlike power for instance, has not been a central term of contestation and analysis in
political science or the social sciences more generally. Its meaning has basically been taken for

504 S. Soederberg
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granted. It is taken to be what decision-makers, administrators, or steering committees generate as
they manage or administer the activities of their organizations or those of the people and things
for which they assume responsibility. (1999, p. 25)

Seen through the above lens, a significant aspect of the Compact is its view of pluralist (fric-
tionless) interactions between diverse actors in which inequality, exploitation, and class struggle
are noticeably absent (Soederberg, 2006). Powerful TNCs, NGOs ranging from Oxfam to local
organizations based in the Third World, the states of developing and industrialized countries—
all are viewed as harmoniously co-existing on a smooth, level playing field, as opposed to the
highly uneven and contradictory terrain of global capitalism. This assumption has led global
governance renditions of the Compact to lump diverse actors into the seemingly innocuous
concept of civil society. Ruggie, for instance, provides a scant definition in the form of a footnote
as to what he means by the term ‘civil society organizations’, despite the fact that they are an
integral feature of his concept of the global public domain. This vague term figures prominently
in Ruggie’s explanation of the Compact. His definition encompasses ‘transnational social move-
ments, coalitions, and activists campaigns as well as formal non-governmental organizations’
(Ruggie, 2004, p. 522). The concept of civil society remains innocent and harmonious, as its
pluralist treatment side-steps the diverse and highly exploitative social relationships within
the ambit of the GC by refusing to nail down precisely where civil society begins and
where it ends, especially with respect to the market. As Ellen Meiskins Wood observes, civil
society

has come to represent a separate sphere of human relations and activity, differentiated from the state
but neither public nor private or perhaps both at once, embodying not only a whole range of social
interactions apart from the private sphere of the household and the public sphere of the state, but
more specifically a network of distinctly economic relations, the sphere of the market-place, the
arena of production, distribution, and exchange. (1990, p. 61)

By contextualizing the GC within the wider contradictions and struggles associated with
global capitalism, we are better placed to observe and explain why unequal and exploitative
relations of power between TNCs and their global supply chains, NGOs, international organiz-
ations such as the World Trade Organization (WTO) and the IMF, and states, are not only
unequal but also inherently exploitative in nature (Cox, 1993). Indeed, the very definition of
CSR, which is imbued in the principles of the GC, is highly contested and is neither neutral
nor static in content. According to Ronen Shamir, there are many definitions of CSR. The domi-
nant meaning of this term is a product that is ‘shaped through the interplay of popular pressures
and the response of corporations to such pressures’ (Shamir, 2004, p.4). This dialectical inter-
play does not occur on a smooth and level playing field of global governance, but instead is
fought out on the highly uneven and exploitative terrain of global capital accumulation and
the social relations of power therein.

A second limitation found in mainstream global governance accounts of the Compact is that
they fail to evaluate critically not only the supremacy of the neoliberal agenda and its linkages
with globalization, both within and across states, but also how global governance has been com-
plicit with the dominance of neoliberalism (Murphy, 2000, p. 796). The reason for this is that, as
they take a problem-solving approach, most global governance accounts of the Compact view
neoliberalism not as a problem but rather as a neutral set of policies and processes that are a
logical reaction to the external forces of globalization. The latter is viewed within the framework
of global governance and the Compact as a natural and unstoppable occurrence, as opposed to a
social construct rooted in the restructuring of global capitalism (Arrighi, 1996; Harvey, 2000).

A Critical Assessment of the Global Compact 505
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Neoliberalism is therefore seen as a suitable set of policies with which to react to and manage the
overpowering effects of globalization, such as the growth of TNCs, global financial markets, and
so forth. Neoliberal policies embodied in the so-called Washington Consensus have cham-
pioned, inter alia, trade and financial liberalization, privatization, and deregulation schemes
in order to afford a greater role to the market vis-à-vis the state in shaping economic and
social policies, which in turn have greatly affected the power of trades unions and workers’
rights, as well as those groups struggling for environmental protection.

From the 1980s to the present, the SAPs, with their emphasis on the privatization of state-
owned industry and the liberalization of trade and finance, have helped to open markets for
TNCs that were previously considered ‘off limits’, such as water, electricity, telecommunica-
tions, transportation networks, banking, and so forth. The launching of the Uruguay Round
(1986–1994) of the Multilateral Trade Negotiations under GATT and the subsequent ministerial
conferences from 1995 onwards under the auspices of the WTO is an example of how states, at
the behest of powerful TNCs, actively sought to facilitate neoliberal strategies by reducing bar-
riers to trade and investment flows. For instance, new projects included negotiating international
agreements on trade-related intellectual property rights (TRIPs), which now fall under the auth-
ority of theWTO (Wilkinson, 2000). TRIPs facilitates deeper forms of neoliberalism by granting
corporations increased capacity to privatize and patent life forms, including plant and other
genetic resources of Third World countries.

As discussed above, many critics of neoliberal-led development argue that it has not made good
on its promises to deliver a better standard of living. Indeed, for the majority of the world’s popu-
lation, life is getting increasingly worse. The explosive growth of informal labour markets and
urban slums are just two of many manifestations of the widening gap between poor and rich
countries over the past 20 years. In most countries, including in the global North, income inequal-
ity has increased or, at best, stabilized. Global inequality, as measured byWorld Bank economists,
reached an incredible 0.67, based on the Gini coefficient scale, by the end of the twentieth century.
This is mathematically equivalent to a situation where the poorest two-thirds of the world receive
zero income, and the top third receive everything (Davis, 2006).7

Progressive struggles, or what David Harvey refers to as ‘spaces of hope’ (2000), that inevi-
tably arise against, for example, corporate infringement on human and labour rights in the Third
World, threaten the hegemonic position of free-market policies and institutions, which would
affect not only the power of TNCs, but also, and more generally, the expanded reproduction
of capital accumulation. It is from this perspective that the GC must be seen as a response,
albeit itself highly contradictory, to the ongoing crisis of legitimacy of neoliberalism, or,
more specifically, the growing power of TNCs over all aspects of social life. Before turning
to this discussion, it is important to highlight briefly some important spaces of hope with
regard to the global CSR movement.

Co-opting (‘Corporatizing’) Spaces of Hope

Largely due to the effective and active roles of shareholder organizations such as the Interfaith
Centre on Corporate Social Responsibility, trades unions (AFL-CIO, IG Metall, and so on), and
NGOs (e.g., Campaign for Labour Rights, Sweatshop Watch, Child Labour Coalition, Clean
Clothes Campaign, and so forth), a litany of charges levied against TNCs by non-profit
NGOs empowered by the Internet during the early 1990s continued to draw consumers’ attention
to horrific accounts of exploitation involving child and indentured labour, environmental degra-
dation, and human rights abuses in the global South (Klein, 2000).

506 S. Soederberg
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The pinnacle of anti-corporate resistance movements was the WTO Seattle protest in
December 1999 (a few months after the GC was launched), which drew over 50,000 people
from all over the world and all walks of life to show their disapproval of growing forms of cor-
porate power. In response to the general backlash against corporate forms of neoliberal capitalist
restructuring in the global South, TNCs have been taking measures to protect one of the central
factors in determining company sales and value: reputation, or corporate image (Larkin, 2003;
Paine, 2003; Pearson and Seyfang, 2001). According to the managing director of the high-
profile, high-powered public relations company Burston-Marsteller in New York: ‘Studies
show that 40 percent to 45 percent of a company’s stock price is a reflection of shareholder con-
fidence in the CEO [Chief Executive Officer], his [or her] strategy and managing team’ (Sparkes,
2002, p. 221). Millions of dollars are spent annually on spinning a good company image. TNCs
take great pains to demonstrate that they are good corporate citizens. Many corporations, for
example, have sought, with various degrees of transparency, to implement, on a voluntary
basis, company codes of conduct which require contractors in the South to eradicate abusive
working conditions.

To illustrate, the Fair Labour Association (FLA) was established to promote adherence to the
International Labour Organization’s Conventions8 and improve working conditions worldwide.
The FLA represents a multi-stakeholder coalition of companies, universities, and NGOs. There
are 175 US colleges and universities and 12 leading brand-name companies participating in the
FLA (e.g., Liz Claiborne, Adidas-Salomon, Nike, Patagonia, Puma, and Reebok). At the same
time, TNCs were launching websites dedicated to CSR issues. This effort captures what I refer to
as ‘corporatizing’ or co-opting spaces of hope vis-à-vis the CSR movement. Coca-Cola’s
website9 features a section on citizenship, Royal Dutch Shell’s website10 has a section dedicated
to the environment and society and a ‘Shell Report’ pertaining to issues of sustainable develop-
ment, while the McDonald’s website11 includes an entire page dedicated to corporate social
responsibility. There have also been international initiatives by business to forge linkages
with environment and labour groups to address issues of monitoring and accountability. In
1997, for example, the Global Reporting Initiative (GRI)12 was founded by the Coalition for
Environmentally Responsible Economies. The GRI, which became independent in 2002,
operates in co-operation with the Compact. There is also the Social Accountability SA8000
standard13 for certifying firms. The Prince of Wales Business Leaders Forum,14 which was
formed in 1990, promotes more socially responsible business practices, and is working on
indices and indicators to measure societal performance (Pearson and Seyfang, 2001).

These initiatives have, however, come under attack by many critics. Some reasons for this
discontent are: (1) company codes are vaguely defined, thus leaving much room for interpret-
ation; (2) the codes are incomplete in that they do not precisely specify the limits of their respon-
sibility; (3) company codes are not implemented and monitored; (4) the codes are not
independently verified, and instead are company-controlled or internally monitored, which is
the principle upon which the GC is based (Scherer and Greven, 2001, pp. 87–88); and (5) the
codes do not address the activities of powerful sourcing companies, which fall under the CSR
radar and which can often dictate terms to weaker suppliers.

Global Compact: Institutionalizing Struggle in Bourgeois Spaces of Control

Given the Compact’s scope and emphasis on forging new partnerships between both state and non-
state actors, it has been heralded bymany as global governance par excellence. Or, as one observer
put it, Annan’s ‘most creative reinvention’ yet of the United Nations (the Christian Science
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Monitor, quoted in Ruggie, 2001, p. 371). As noted in the introductory section of this essay, the
main aim of the GC is to act as a ‘learning network’. According to one of the key architects of the
Compact, John Ruggie,15 this learning network constitutes an attempt to reach—through
dialogue—a broad consensus on good corporate practices. The definition of good practices,

together with illustrative case studies, is then publicised in an on-line learning bank, which will
become a standard reference source on corporate social responsibility. The hope and expectation
is that good practices will help drive out bad ones through the power of dialogue, transparency, advo-
cacy, and competition. (Ruggie, 2001, p. 373)

The GC is not without its critics, however. Many progressive NGOs, such as CorpWatch,
NikeWatch, and Global Exchange, view the voluntary nature of the Compact as not going far
enough in stomping out the raft of corporate crimes against human and animal rights, or trans-
gressions against the environment (Transnational Resource and Action Centre, 2000). More-
over, these critics argue that the Compact’s website offers companies a free forum to polish
their images without their inputs being qualified by critical comment or even questions.16

This has led to the charges that the Compact allows participating companies to ‘bluewash’
their image by wrapping themselves in the flag of the United Nations (Ruggie, 2001, p. 371).

Like other CSR initiatives, the Compact is not a regulatory arrangement with a legally binding
code of conduct, but rather a voluntary corporate citizenship initiative. According to its website
the GC has two objectives: to mainstream the 10 principles in business activities around the
world, and to catalyze actions in support of UN goals. To achieve these goals, the Global
Compact offers facilitation and engagement through several mechanisms (Rosenau, 1995):
policy dialogues, learning, local structures, and projects (Ruggie, 2001, 2002). While the
Compact’s role of a learning network is praiseworthy, its attempts to integrate better, and on
a voluntary basis, the social needs of those hardest hit by neoliberal-led restructuring strategies
are limited by the contradictory policies pursued by the global trade architecture that is being
constructed under the aegis of the WTO and the plethora of bilateral trade agreements. The
latter’s forms of trade liberalization are not only top-down and exclusive in nature, but also
aim to serve corporate interests of profit maximization by making legal, and therefore legitimate,
neoliberal restructuring strategies.

Another restriction of the GC lies in the fact that its creator, the UN, is neither a neutral nor a
pluralist institution, but draws its power and contradictions from the relations of power found in
global capitalism (Soederberg, 2006). Following Robert Cox (1993), the UN, like the WTO, is a
product of the hegemonic world order. The Compact, as a creation of the UN, acts to legitimate
ideologically the neoliberal norms of the world order, such as the self-regulation of powerful
corporations, trade liberalization, and the superiority of market rationality over government
intervention in the sphere of public goods like water, transportation, health, education, and
welfare services.

The power relations in global capitalism do not involve merely the interstate system, but
capitalists as well. It is therefore instructive to look more closely at the relationships between
the Compact and its most powerful partner: the International Chamber of Commerce (ICC).
With over 7,000 corporate members, the ICC represents one of the most powerful lobby
groups in the world, counting some of the largest TNCs in its membership list, including
General Motors, Novartis, Bayer, and Nestle. Given the sheer power of the ICC, it is interesting
to emphasize two important points made by the Secretary-General of the ICC, Maria Livanos
Cattaui, during an interview in 2001 with the International Herald Tribune. According to
Cattaui, one of the main virtues of the GC is that it is about self-regulation, as opposed to
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heavy-handed government intervention as represented by the Compact’s predecessor, the UN’s
Centre on Transnational Corporations (see Bair, 2007; Soederberg, 2006). Or, as Cattaui put it:

The compact is – or should be – open-ended, free from ‘command and control.’ It can be a catalyst
for good corporate citizenship and the spread of good business practices. It appeals to the competi-
tive instincts of the market and will encourage companies always to raise their sights and go one
better in upholding its principles. It mobilizes the virtues of private enterprise in fulfillment of the
UN’s goals. (Cattaui, 2001)

The avoidance of any monitoring or verification procedure suits the ICC in its attempts to use
the Compact as a PR gimmick to legitimate the activities of its members. The ICC website, for
instance, contains a collection of brief reports on environmental and human rights initiatives by
BP-Amoco, Fiat, Unilever, and other corporations—some of which are not part of the Compact.
As Raghavan notes, the website, combined with the UN’s secrecy about who is and who is not a
member of the GC, gives the impression that these highly controversial companies are part of the
Compact. What is more, the ICC reports are presented as ‘case studies’ of ‘how the private sector
is fulfilling the Compact through corporate actions’.17 The ICC invites companies to submit
examples, but does not permit external comments from, for example, NGOs that are critical
of the claims (Raghavan, 2001).

When asked about the ICC’s position on civil society’s participation in the GC, Cauttaui
replied:

The danger is that too many players will be brought in, and we have seen hints that that might happen
in some of the rhetoric coming out of the UN. If labour unions and so-called civil society nongovern-
mental organizations are seen as full partners in the Global Compact, its nature will certainly be
different from the concept that a group of CEOs – all of them ICC members – welcomed
wholeheartedly when they pledged their support in July 1999. (Cattaui, 2001)

The ICC has lobbied the Compact to help discourage attacks bymore radical NGOs on growing
corporate abuse of power around the world. For instance, NGOs constantly draw attention to the
ICC’s long history of forceful lobbying to weaken international environmental treaties, such as
the Kyoto Protocol, the Convention on Biodiversity, and the Basel Convention against trade in
toxic waste. In the place of the GC’s environmental principles, the ICC ‘promotes a narrow cor-
porate agenda, dominated by the commercial interests of some of the world’s most environmen-
tally irresponsible corporations – an agenda that often effectively undermines a precautionary
approach and basic environmental responsibility’ (Raghavan, 2001).

International organizations are not neutral bodies; rather, they play an important role in repro-
ducing and legitimating the status quo in their ability to absorb counter-hegemonic ideas (Cox,
1987). The manner in which the GC seeks to invite major corporations to participate in grafting a
human face onto the social and economic ills brought about through neoliberalism, including the
constant increase in corporate power, represents a passive revolution. Antonio Gramsci devel-
oped this notion to explain how the ruling classes survive despite economic and political
crises (Carnoy, 1984; Gramsci, 1971). Passive revolution refers to a top-down strategy aimed
at preventing the development of a revolutionary adversary. The threat is not so much that
those who oppose the constant increase of corporate power in the South cannot be silenced
by coercion (economic or physical), but rather that the constant upheaval will have implications
for bourgeois states in the global South who are seeking to create good business civilizations to
attract and retain FDI (Gill and Law, 1993).

The Compact does accept certain demands from below, such as the need to enforce human
rights, labour rights, and environmental protection through established state-sanctioned
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principles, such as the Universal Declaration of Human Rights, while concurrently encouraging
counter-hegemonic movements to restrict their struggle to the electronic terrain of the learning
network. This, in turn, prevents the dominance of neoliberalism from being challenged while
TNCs are granted more and more freedoms to pursue neoliberal strategies in the developing
world.

It is important to underscore that the above view complements mainstream theories of global
governance, in that it promotes the perspective that there is no other alternative than to embrace
the structural power of capital and work within the constraints posed by the ‘realities’ of globa-
lization, by adopting the mode of governance that best promotes a healthy investment climate:
neoliberalism. By denying the role of the state in the GC, and by moving away from regulatory
mechanisms for TNCs operating in the Third World, the Compact’s architects have not only
depoliticized struggle (counter-hegemonic movements) around the activities of TNCs by
attempting to delimit the site of struggle to cyber-space (the learning network), but also freed
bourgeois states of any responsibilities for their decisions to implement business-friendly
environments with human and ecological costs.

Conclusion

By transcending some of the common-sense assumptions underpinning the dominant,
mainstream framework of global governance, I have argued that the GC is not a ‘progressive
platform’ from which a broader social agenda may be grafted onto the activities of TNCs and
their supply chains in the Third World, so as to achieve a more sustainable and inclusive
global economy. Instead, I suggest that the Compact not only is an integral feature of neolib-
eral-led forms of global capital accumulation, but also has emerged from the contradictions
therein. One such contradiction highlighted here is captured by a type of Polanyian double-
movement. Seen from this perspective, the GC acts to legitimize and normalize the expropria-
tion of labour, while seeking to neutralize and depoliticize struggle tied to the deepening and
widening forms of economic exploitation in the global South by powerful TNCs and their
global supply chains (see Taylor, 2007).

Aside from issues of exclusion, there are at least three significant and interlocking limitations
to these top-down efforts aimed at forging a partnership between business and a variety of differ-
ent social forces. First, there is an absence of hard-and-fast standards. As long as there are no
common codes of conduct governing their reports, and no rigorous, independent, public
audits, the information provided by these corporations is at best incomplete, or at worst mislead-
ing. Second, the creation of common standards is insufficient without some sort of formalized
enforcement and penalty mechanism. The latter can only be achieved through active state
involvement—something contrary to the current neoliberal times. Third, CSR initiatives need
to be complemented by regulatory mechanisms in the ongoing strategies to liberalize trade
and FDI flows under the aegis of multilateral trade and bilateral trade agreements.

Effective change can only take place beyond the parameters of the GC and its attempts to
depoliticize contestation via exclusionary practices and relegating struggle to cyber-space. As
Cox reminds us, the utility of critical theory lies in its ability to show us contradictions
within the system and particular neoliberal strategies, such as the Compact. The Achilles’
heel of the current neoliberal order and the fact that it is a social construct, as opposed to a
necessary by-product of the inevitable and unstoppable tendency toward globalization, can be
exposed and effectively challenged through formal and informal spaces of hope or counter-
hegemonic struggles. By moving away from problem-solving approaches to explain strategies
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like the GC, we challenge versions of reality that claim that social actors must graft their CSR
agenda onto the needs of TNCs by catering to the latter’s need for market-based solutions, as
opposed to developing state-led forms of regulation to ensure basic forms of social and environ-
mental protection. Indeed, the inverse should be the dominant ‘reality’: TNCs should be made to
accommodate, through state-led forms of re-regulation, the needs of workers, investors, the
environment, and the communities from which corporations extract their wealth. Finally, any
serious attempt to radicalize the Global Compact, and CSR initiatives more broadly, needs to
question critically the separation of social and financial concerns which currently dominates
the economic and business literature, as well as the nature of corporate power (Soederberg,
forthcoming).

Notes

1 These five agencies are the Office of the High Commissioner for Human Rights, the United Nations Environment

Programme, the International Labour Organization, the United Nations Development Programme, and the United

Nations Industrial Development Organization.
2 See http://www.unglobalcompact.org.

3 See http://www.unglobalcompact.org/aboutthegc/thetenprinciples/index.html.

4 For a list of academic publications on the Compact, see http://www.unglobalcompact.org/newsandevents/
academic_articles_and_books.html.

5 To grasp fully the capitalist nature of the Compact, it is imperative to contextualize it historically alongside the

changing configuration of power regarding TNCs, North–South relations, states, and other international

organizations. Given space limitations, I cannot enter into such a detailed analysis here; I do so, however, in my
book Global Governance in Question (2006).

6 For more information, see http://www.unglobalcompact.org/communicatingprogress/index.html and http://
www.unglobalcompact.org/networksaroundtheworld/gc_outreach_events.html.

7 The Gini coefficient measures income inequality. Its band ranges from zero to one. Zero means perfect equality in
terms of income, whereas one means perfect inequality (i.e., one person possesses all the income, and everyone else

has nothing).

8 For a listing of the ILO’s Conventions, see http://www.ilo.org/public/english/standards/norm/whatare/fundam.

9 See http://www2.coca-cola.com/citizenship/index.html.
10 See http://www.shell.com/home/framework?siteid!home.

11 See http://www.mcdonalds.com/corp/values/socialrespons.html.

12 See http://www.globalreporting.org.
13 See http://www.cepaa.org/sa8000/sa8000.htm.

14 See http://www.princeofwales.gov.uk/trusts/bus_forum.html.

15 John Gerard Ruggie and George Kell were the key architects of the Compact.

16 See http://www.unglobalcompact.org.
17 See http://www.iccwbo.org/home/menu_global_compact.asp.
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