CASE 10.1 Nestle: More Trouble in the Balby.Mark'éi .

On October 12, 1988, the International Organization of Consumers Unions
(IOCU) called for a renewal of the boycott against Nestlé, a Swiss firm. The boy-
cott had been called in 1977 because of the deaths of babies in developing coun-
tries that were alleged to be related to the use of infant formula and reported
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Calls for a renewed boycott arose because SOme observers claimed that Nestlé

and other firms were breaking the spirit of the gode b_y supplying large amouns
of free formula to hospitals in developing countries, w1t.h.the result that FOO many
mothers became dependent on formula and lost the ability to nurse their babjes,
Nestlé’s response was that the WHO code allows for free distribution of S_UDplies
to hospitals that request it and that the amounts supplied were not excessive.

NESTLE IN THE U.S. BABY MARKET

The U.S. market for infant formula was over $1.6 billion, and until 1988, none
of it belonged to Nestlé. (Abbott and Bristol-Myers had 90 percent of the market
between them.) In June 1988, Nestlé introduced Good Start H.A., which it said
could prevent or reduce fussiness, sleeplessness, colic, rash, and other worrisome
ailments because it was hypoallergenic—which the labels indicated in bold type.
Carnation, Nestlé’s U.S. subsidiary, introduced the product and called it “a medi-
cal breakthrough.”

The market entry strategy for Good Start H.A. included the product differen-
tiation feature of being hypoallergenic while having a taste similar to other in-
fant formula products. By contrast, Nutramigen, another hypoallergenic product,
had a distinctive, less pleasant taste. Good Start H.A. was priced competitively
with the leading infant formula brands, although Bristol-Myers’ hypoallergenic
Nutramigen, a niche product, cost twice as much as Good Start H.A. To further
speed market entry, Carnation broke with industry practice and publicized the
hypoallergenic feature directly to parents without waiting for pediatricians to
recommend it.

About three months after the introduction of Good Start H.A., there were
scattered reports of severe reactions. Some mothers of severely milk-allergic
babies tried the formula and reported that their babies vomited violently and
went limp. Nestlé’s competitors helped to publicize those incidents. Some lead-
ing pediatricians criticized Nest]é’s marketing as misleading, and the American
Academy of Pediatrics strongly protested against advertising directly to moth-
ers and bypassing physicians. James Strain, then director of the academy, said,
“These ailments (fussiness, colic, etc.) happen to 90 percent of all babies and
areq’t really symptoms of anything. The advertising just raises the level of anxi-
ety in mothers about something being wrong with their babies.” One mother,
Elizabeth Strickler, was interviewed by the Wall Street Journal. Because her
son, Zachary, had not tolerated other formulas well, she was eager to try Good
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The company does: ; '
encourage and support exclusive breastfeeding as the best choice for

babies during the first months of life.
warn mothers of the consequences of incorrect or inappropriate use of

infant formula.
believe that there is a legitimate market for infant formula when a safe

alternative to breast milk is needed.
e believe that parents have the right to choose how their babies are to be fed
on the basis of adequate and objective information.

e comply with both the letter and the spirit of the World Health
Organization’s International Code of Marketing of Breast Milk Substitutes.

e support efforts by governments to implement the International Code
through legislation, regulation, or other appropriate measures.

The company does not:
¢ advertise infant formula to the public.

* permit staff whose responsibilities include the marketing of infant formula to
make direct contact with mothers, except in response to consumer complains.

* give incentives to its staff based on infant formula sales.
© use pictures of babies on its infant formula packs.
¢ distribute free infant formula samples to mothers.

* give ﬁnanf:ial Or material incentives to health professionals for the purposé
of promoting infant formula.

. al.low educatiopal material relating to the use of infant formula to be
displayed publicly in hospitals and clinics.
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