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NESTLE INFANT FORMULA 

Nestle’s marketing campaign 

With revenues of approximately $10 billion in 1977, Nestle was the world's largest 
food processing company and had sales greater than the combined sales of Coca-Cola, 
Pepsi, and United Brands.  One of Nestle's products, sold in many countries 
nationwide, is infant formula.  Nestle sells this as an alternative feeding method for 
women who cannot, or choose not, to breastfeed (bottle fed babies can be fed by 
anyone and can be fed less frequently than breastfed babies), and as a supplement for 
older babies experiencing a "nutrition gap" (a need for extra nutrition after the baby 
reaches a certain age, usually about 6 months). 

One of Nestle's major programs for promoting infant formula in the Third World was 
to send sales people (often working on commission) to the homes of mothers of 
newborns.  These salespeople wore white hospital uniforms and were commonly 
referred to as "milk nurses" or "mother-craft nurses".  Free samples of infant formula 
were provided to hospitals and doctors were encouraged to distribute these samples to 
new mothers, using arguments based on potential nutritional benefits (see later 
discussion).  In some cases, bottles were also supplied.  Hospitals were also supplied 
with free formula to use for feeding newborns in hospital nurseries.  Information 
pamphlets describing correct and incorrect ways to feed a baby were distributed 
widely through hospitals and clinics and directly to new mothers.  These pamphlets 
discussed proper and improper ways to bottle feed a baby.  The earliest versions of 
these pamphlets in some countries did not mention breastfeeding.  Later pamphlets 
included a discussion of breastfeeding and depicted pictures of both breastfeeding and 
bottle feeding mothers. 

Advertising was placed on television and radio, in magazines, on posters in hospitals 
and clinics, on billboards, and through loudspeaker vans.  People from a wide variety 
of socioeconomic and environmental situations were exposed to the 
advertising.  Television and magazine advertising depicted healthy babies being bottle 
fed and clever radio jingles touted the "white man's powder that will make baby grow 
and glow". 

Sickness and death 
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Because of unsanitary water supplies, babies were getting sick, and, in some cases, 
dying, after being fed infant formula in Third World countries mixed with 
contaminated water.  For example, in the Amazon jungle in Peru, mothers were 
mixing the formula with water from rivers which also served as the local laundry and 
toilet. 

Many parents, unable to afford the proper amounts of formula (estimated as costing as 
much as 50% of a family's income in the poorer areas), diluted the formula to make it 
last longer.  Some even believed the bottle itself had nutritional value and just filled it 
with water.  Due to the high cost of fuel for boiling water, mothers also often prepared 
large batches of formula at one time, then stored it without refrigeration.  Bottles were 
also washed in cold water.  These practices led to an increased possibility of diarrhea 
and other disease. 

There had been a sharp decrease in breastfeeding throughout the Third World.  Breast 
feeding is generally the healthiest way of feeding infants due to the antibodies passed 
on to the baby through the mother's milk.  It is also, of course, the least expensive way 
of feeding babies.  Once a new mother chooses to bottle-feed her infant rather than 
breastfeed, breastfeeding becomes biologically impossible. 

Criticism: 

INFACT (the Infant Formula Action Coalition) and the Third World Action Group 
accused Nestle of unethically persuading nervous mothers of newborns that bottle 
feeding was best for their babies.  They argued that mass media advertising was 
reaching mothers in a wide variety of situations, including many who could not afford 
the formula or who did not have suitable water supplies and sanitary conditions for 
preparing the formula.  Accusers argued that many local supplements to breast 
feeding (like rice cereals, eggs, and fruit juice) provided safer alternatives for babies. 

They also argued that placement of formula in the hospitals gave new mothers the 
impression that formula was the right choice for their babies and caused them to 
assume this was the best way to give an infant a healthy start in life.  Nestle was also 
accused of "hooking" these new mothers on infant formula by inducing them to use 
the free sample, thereby losing their own biological milk supply and becoming 
dependent on commercial formula.  Additionally, the company was accused of 
deceiving mothers in isolated areas into thinking the milk nurses were real nurses who 
were coming to give them unbiased advice on the best way to feed their babies, while 
in fact most were commissioned salespeople for Nestle. 

The two groups also argued that the heavy use of pictures in advertisements and 
posters (to overcome literacy barriers) gave a potential impression that bottle feeding 
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was as good as or better than breast feeding (due to more pictures showing bottle 
feeding than breast feeding even though the words in later versions said that breast 
feeding was better). 

Nestle response: 

Nestle argued that it was important to introduce infant formula into the Third World 
market because the "nutrition gap" requiring supplements to breast milk to insure 
adequate nutrition for babies was especially evident in Third World countries.  Here, 
mothers were undernourished and might not be able to produce enough nourishment 
for their babies, especially after about 3 months of age.  Infant formula provides a 
safer alternative to many of the local substitutes, often prepared with contaminated 
water or of products with insufficient nutrition for the babies.  Nestle claims to have 
never supported bottle feeding over breast feeding, but to have always supported 
bottle feeding primarily as a supplement to breast feeding.  The company says it has 
always encouraged breast feeding as the best way to feed a baby (and it demonstrated 
this with 1913 samples of literature promoting breast feeding). 

Nestle also argues that many women in the Third World need the convenience of 
bottle feeding due to heavy work schedules in the field when they are not available to 
breast feed their babies.  Additionally, Nestle defends  its promotion by asserting that 
proper instructions on how to prepare the formula, including boiling of water and all 
utensils and how much formula to use, are spelled out clearly on all cans of formula. 

Questions 

 1. Should Nestle change its promotion practices?  If so, how?  If not, why not? 

 2. What types of new or additional promotions do you think Nestle should use? 

 3. Could Nestle have avoided the accusations and the boycott and still effectively 
marketed infant formula in the Third World?  How might they have better done this? 

 4. Should Nestle be considered to be responsible for the killing of babies in the Third 
World?  What are the responsibilities of companies in this or similar situations? 

*  This case was prepared by Dr. Kathy Winsted using material from a case about 
Nestle in the back of International Marketing, eighth edition, by Philip Cateora, and 
from a Harvard Business School case written by Neil Harrison and titled Nestle 
Alimentana S.A. - Infant Formula.   Revisions to this text by George Brenkert 
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    GGiivviinngg  VVooiiccee  ttoo  VVaalluueess  

 

PROFIT MAXIMIZATION AND LAYOFFS
1 

 
 

Dennis is a member of the management team of a company that, until recently, was extremely 

profitable.  As a result of a continuing recession; however, there has been a significant drop in 

profits, although the company is still making profits.  The 196 non-permanent employees are 

low-skilled, but all of them have been with the company for at least 3 years.  The lowest-paid 

worker earns at least double the minimum wage and the company provides all its employees the 

benefits required by law. 

 

Dennis will soon be attending a 

meeting of the management team 

to decide how many employees 

to retain.  Dennis feels that the 

firm’s value lies in its 

employees, regardless of rank.  

Indeed, it was this culture of 

inclusiveness that led Dennis to 

join the firm in the first place.  

Dennis believes that employee 

retention is more than an issue  

of short-term profit maximization.   

How can he give voice to his values in the upcoming meeting? 

 

                                                 
1
 The data and scenario for this case are based on Rubinstein, Ariel (2006). A Sceptic’s Comment on the Study of 

Economics, The Economic Journal, 116: C1-C9. 
 
This case was prepared for the Giving Voice to Values program by Daniel G. Arce, Ph.D., Department of Economics, School of 
Economic, Political and Policy Sciences, The University of Texas at Dallas and Mary C. Gentile, Ph.D.  

Number of the 196 employees who 
will continue to be employed. 

Expected Annual  
Profit ($millions) 

0 (all workers laid off) -8 
50 (146 workers laid off) 1 
65 (131 workers laid off) 1.5 
100 (96 workers laid off) 2 
144 (52 workers laid off) 1.6 
170 (26 workers laid off) 1 
196 (no layoffs) 0.4 
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Discussion Questions 
 

• What are the main arguments Dennis is trying to counter?  That is, what are the 
reasons and rationalizations you need to address? 
 

• What’s at stake for the key parties, including those with whom Dennis disagrees? 
 

• What levers/arguments can Dennis use to influence those with whom he disagrees? 
 

• What is Dennis’ most powerful and persuasive response to the reasons and 
rationalizations he needs to address? 
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Business Ethics Case Studies: 
 

Whistleblowing & the Environment: 
the Case of Avco Environmental 

 

 

Chantale Leroux works as a clerk for Avco Environmental Services, a small toxic‐waste disposal 
company.  
 
The company has a contract to dispose of medical waste from a local hospital. During the 
course of her work, Chantale comes across documents that suggest that Avco has actually been 
disposing of some of this medical waste in a local municipal landfill. Chantale is shocked. She 
knows this practice is illegal. And even though only a small portion of the medical waste that 
Avco handles is being disposed of this way, any amount at all seems a worrisome threat to 
public health.  
 
Chantale gathers together the appropriate documents and takes them to her immediate 
superior, Dave Lamb. Dave says, "Look, I don't think that sort of thing is your concern, or mine. 
We're in charge of record‐keeping, not making decisions about where this stuff gets dumped. I 
suggest you drop it."  
 
The next day, Chantale decides to go one step further, and talk to Angela van Wilgenburg, the 
company's Operations Manager. Angela is clearly irritated. Angela says, "This isn't your concern. 
Look, these are the sorts of cost‐cutting moves that let a little company like ours compete with 
our giant competitors. Besides, everyone knows that the regulations in this area are overly 
cautious. There's no real danger to anyone from the tiny amount of medical waste that 'slips' 
into the municipal dump. I consider this matter closed."  
 
Chantale considers her situation. The message from her superiors was loud and clear. She 
strongly suspects that making further noises about this issue could jeopardize her job. Further, 
she generally has faith in the company's management. They've always seemed like honest, 
trustworthy people. But she was troubled by this apparent disregard for public safety. On the 
other hand, she asks herself whether maybe Angela was right in arguing that the danger was 
minimal. Chantale looks up the phone number of an old friend who worked for the local 
newspaper. 
 
  
 
 



Questions for Discussion: 
 
What should Chantale do? 
 
What are the reasonable limits on loyalty to one's employer? 
 
Would it make a difference if Chantale had a position of greater authority? 
 
Would it make a difference if Chantale had scientific expertise? 
 
© Chris MacDonald 
The events and persons in case are entirely fictional. There is no "Avco Environmental." Any 
similarity to real persons or companies is purely accidental, though hopefully instructive. 
 
Permission is hereby given for printing & copying this case, for educational purposes, provided 
that the author's name and the URL www.businessethics.ca are included. 
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Paying Bribes: Do Small Suppliers Have Choice?
1

 

When the word bribery is heard, people often assume that the matter must be something related 

to government officials. With high profile corruption cases in the limelight, this thinking has 

only gained ground. But Deepak was unprepared when he was asked to a pay bribe to a person 

working in a private sector organization. 

Deepak belonged to a family of business people. His father ran a partnership firm with three 

friends. The firm had an annual turnover of around Rs.100,000,000. It manufactured ready-made 

low-priced garments on a made-to-order basis for medium and large Indian and multinational 

firms. The garments they produced were largely office uniforms and therefore not very 

dependent on fashion or fads. During early 2000, the business experienced rapid growth, with 

sales turnover reaching about Rs.150,000,000 in that year. However, management of working 

capital (especially cash) was a challenge. Laborers expected their daily wages to be paid in cash 

and suppliers also expected the same upon delivery of materials. However, clients paid the firm 

late, often about 90 days after delivery of goods. Given the situation, the firm required monthly 

working capital of around Rs. 1,000,000. 

Deepak, joined his family business in mid-2008. During the time, the industry was experiencing 

a recession. As a result, clients now paid even later: on average about 150-180 days after orders 

were delivered. Payment of about Rs. 10,000,000 was still pending. Although clients were called 

to request immediate settlement, they explained that they were simply unable to pay the bills at 

                                                           
1
 Amit Jain, Visiting Faculty, Praxis Business School, prepared this case with guidance and input from Professor 

Ranjini Swamy, Goa Institute of Management. This case was inspired by interviews and observations of actual 
experiences but names and other situational details have been changed for confidentiality and teaching purposes. 
The case has been prepared as a basis of class discussion rather than to illustrate either effective or ineffective 
handling of administrative situations. 
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that time. Deepak’s firm had only enough cash to meet its requirements for the next six months. 

New orders could have helped but the firm had not received a new order in the last six months. 

Deepak was assigned to the Sales and Marketing team with a mandate to obtain the much needed 

new orders. In the next four months, he contacted many probable clients but was not successful 

in getting a single order. Most of the existing and potential clients showed interest in working 

with the firm but explained their inability to place orders given the trying financial 

circumstances.  

In December 2008, just when things appeared really bleak, Deepak received a call from the 

purchasing manager of a small company that wanted T-shirts made for their workers. The order 

was valued at about Rs. 2,000,000; the company was willing to pay 50% of the amount in 

advance and the remaining within 30 days of receiving the consignment. If the order came 

through, it would solve the cash-flow problem of Deepak’s firm for at least 3-4 more months.  

Deepak was excited; he started work on the tender. His company would be competing with four 

other organizations for this order. All four could match the quality and price of his firm. All four 

were equally keen on bagging the order as their financial position was similar, if not worse. He 

knew they would fight tooth and nail to get the order. 

Deepak spent many hours on the tender and came up with what he thought was a very 

competitive rate. He was very confident about getting the contract. He submitted the tender and 

waited keenly for the client’s response.  

Shortly thereafter, he received a call from the purchasing manager of the company. After some 

general discussion, the purchasing manager broached the topic of the order. He said that if 

Deepak was keen on bagging the contract, he would have to pay 10% of the order price as 

commission to him. Deepak was initially speechless; he could not believe that people employed 

in the private sector could brazenly ask for bribes. He sought and obtained some time to think 

about it and discuss it with the partners of his firm.  

Deepak then called his uncle Mr. Ashish, one of the 4 partners in the firm who had worked on 

getting new orders before Deepak joined up. Mr. Ashish was not surprised or disturbed; he 

explained to Deepak that it was a normal practice in this business. The order was critical for the 

continued viability of the firm and so the “commission” had to be paid. On earlier occasions, 

when all the partners had refused to provide such payment to get orders, they had lost the orders 

to competitors. When they had agreed to pay the commission, they had won the orders on some 

of the occasions. Moreover, the firm considered the cost of such a “commission” as a part of the 
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total cost of the goods and factored it into the price of the orders. So, Mr. Ashish argued, the firm 

would not incur any loss of revenues on payment of such commission.  

Deepak shared his desire to follow ethical business practices. While Mr. Ashish appreciated 

Deepak’s concern for ethical business practices, he insisted that survival of the business was 

more important at this point in time for the partners. He asked Deepak to negotiate with the 

purchase manager and settle for a “commission” between 3 to 5%. He argued that there was 

really no option; if the firm did not pay the bribe, the competitor would do so. The only losers 

would be Deepak’s firm.  

Deepak remained convinced that paying a commission/ bribe to get orders was not the right thing 

for his organization. He strongly felt that such a practice could hamper the reputation of the firm 

in the long run. He decided to discuss the matter with his father and the other two partners. A 

meeting was arranged with all partners to discuss the issue. As Deepak prepared for the meeting, 

he wondered how to persuade the partners not to pay the bribe. What could he say, to whom, to 

achieve his objective? How could he get the partners to realize that paying the bribe might not be 

good for the firm? 
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“This Whole System Seems Wrong” 

Felipe Montez and Concerns about the  

Global Supply Chain
1
  

 

In 2003 Felipe Montez was hired to be a Purchasing Director and Product Designer for a Spanish 

electronics company. This company focused on supplying fashion-forward personal electronics (such as 

cell phones or MP3 players) and had built their reputation by quickly responding to trends in electronics 

while still maintaining a reasonable price point. In order to keep prices low and produce products 

quickly, the company outsourced certain elements of their production, most recently to factories in 

South China.  

 

Until Felipe was hired, the company had a 27 year history of working with a distributor in Hong Kong, 

during which time no one from the Spanish headquarters had ever visited the actual Chinese factories 

where their goods were manufactured.  Felipe had previous experience working in Asia, and decided to 

cut out the middle-man by working directly with the factories in China that supplied his company’s 

goods. Working directly with their factories eliminated the distributor’s mark-up (which was sometimes 

as high as 30%) and allowed for faster communication and delivery from the factory.  

 

On Felipe’s first trip to China he visited several factories. Conditions varied from one factory to another. 

A few of them were clean and very organized, but some facilities seemed more chaotic. Felipe was 

particularly concerned about the conditions in the factory that produced the majority of his company’s 

goods.   

 

Many of the employees at this factory appeared to be very young (Felipe guessed they were 12-16 years 

old). In response to questions about the youth of the workers, the factory manager told Felipe that 

                                                     
1
This case was inspired by interviews and observations of actual experiences but names and other situational   

details have been changed for confidentiality and teaching purposes. 
 

These cases were prepared for the Giving Voice to Values program for Columbia Business School by Mary C. Gentile,  

Ph.D. and Professor William Klepper, with the assistance of Clelia Peters, Columbia ’09 and Miguel Lopez, Columbia ’08, 

and with funding from the Sanford C. Bernstein & Co. Center for Leadership and Ethics. This case is also available through 

the Columbia CaseWorks collection and appears in that collection as #081803. 
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younger girls were valued for their precision work: they had small hands and could mount chips on 

motherboards very carefully. Although younger girls were slower than an assembly machine, the factory 

manager told Felipe they were cheaper to “run” and “maintain”. The young factory workers had to work 

for what the foreman claimed to be an 8-hour work day, 6 days a week. In general, the factory manager 

seemed to regard the workers less as human beings and more as part of a mechanical process. Felipe was 

shocked to discover that during their shifts the workers were not allowed to look up, because the factory 

manager did not want them to lose one second of concentration. In spite of these long hours of 

concentrated work, the young girls installing chips into motherboards did not have magnifying glasses to 

ease the strain on their eyes.  

 

Felipe was also concerned that working conditions in the factory were unhealthy. He noticed that, in 

spite of high temperatures in the region (often above 100º Fahrenheit), the only employees working in an 

air-conditioned space were the ones working with the assembly machines, because the machines needed 

a constant room temperature. Felipe was especially troubled by the fact that some factory employees 

worked in the immediate vicinity of melted lead, while others painted plastic cases with only paper 

masks for respiratory protection from resulting gasses. (In fact, on a later visit Felipe discovered that 

these workers were paid more, as it was well-known in the community that these workers would often 

get seriously ill, and perhaps even die.) The workers’ lives outside of the factory also concerned Felipe: 

all of the workers lived next door in a factory-owned building that did not have windows or running 

water.  

 

After his visit, Felipe could not stop thinking about what he had seen at this factory. He had visited a 

number of factories in China, and while there were certainly factories with worse conditions, there were 

many where conditions were far better. He was uncomfortable about continuing to source the majority 

of his company’s products from the factory with conditions as they were. On the other hand, Felipe 

knew that this particular factory was prized for the speed and quality of its work and that his job was to 

maintain the quality of his company’s goods. Felipe was unsure if he had the expertise to find a suitable 

replacement factory, and he reasoned that even if he took his company’s business elsewhere, it would do 

nothing to change the lives of the young people working in the factory.  

 

Felipe knew some representatives for the other companies that sent work to this factory, and he talked to 

them about his concerns.  On the whole, they seemed far less concerned. In fact, many of his colleagues 

pointed out that without a job in the factory, the young people who worked there would likely be doing 

more difficult work in the fields, or in the case of the young girls, might be pressured into prostitution. 

They suggested that working in the factory was a way out of poverty for these young people, even if 

conditions were a little rough.   

 

He knew that many of these other company representatives were far more senior than he was and had 

been visiting this factory for years. Faced with their responses to his concerns, Felipe wondered, “If it is 

okay for them to do nothing about the conditions, maybe it is alright for me to do nothing as well? After 

all, they seem to know more about the situation than I do.” But with more thought Felipe realized he 

wasn’t comfortable with this mentality—while working in a factory may have been better than the 

alternative for these young people, it did not mean that conditions could not still be improved.    

 

When he returned to Spain, Felipe discussed what he had seen with his manager and detailed his 

concerns about certain conditions in the factory. His manager encouraged Felipe to follow up on specific 

issues he had identified, such as the need for magnifying glasses for the young girls doing precision 
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work. However, he was discouraged from raising the larger issues, such as long hours and lack of breaks 

for the workers, since his manager reasoned that any changes in the factory’s policies would increase 

costs and therefore increase the purchase price of the goods they were sourcing from the factory.  

 

Felipe knew that some larger public companies had more stringent requirements for their factories. He 

had also heard that some electronics companies were talking about creating an industry group to enforce 

better labor standards in their factories in Asia. However, most of these companies were placing orders 

on a much larger scale than his company (often working as the exclusive client of large factories, unlike 

his company, which worked with factories that were serving a variety of different clients), and he 

suspected his management wouldn’t want to get involved in issues that might ultimately raise prices. He 

did find out, however, that his company had a small charitable fund that focused on providing micro-

finance loans to women in India.  

 

Still, as a junior member of the staff, Felipe was concerned about pressing this issue. He could tell that 

his manager considered the discussion over, and going above his head seemed like a bad idea. Felipe 

was also concerned that he could undermine his credibility in the company or be branded as too naïve. 

However, when he thought about things he had seen in China, he felt guilty and sad, even when he tried 

to tell himself that this was just the reality of the world. He wanted to act prudently and effectively, but 

how? What could he do and say next?  
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