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Davos World Economic Forum: Pricey Corporate Trade
Association Loses Its Camouflage

Introduction

The World Economic Forum (WEF) isbringing its annual meeting from itstraditiona venuein Davos,
Switzerland, to New Y ork City between January 31 and February 4, 2002. The WEF was founded in
1971 by Klaus M. Schwab, a Swiss business professor, to teach European and American business
management techniques.! Over the next three decades, Schwab transformed the WEF into an €lite,
invitation-only corporate trade association with amembership of theworld’ slargest corporations. Inthe
process, he rewarded his own family foundation, the Schwab Foundation for Economic and Social
Devel opment, handsomely. The WEF invitessel ected world leaders, journaists, academicsand othersto
jointhe WEF corporate membersat an exclusive annua session of private meetings and eventsheld in the
isolated a pinevillage of Davosaswell asaseriesof regiona meetingsand in assorted on-going working
groups and projects.

Though WEF smembershiplistissmilar to that of the Internationa Chamber of Commerce (ICC) — and
aformer top WEF staffer isnow | CC’ s Director? — unlike the Chamber, the WEF hasworked hard to
avoid being viewed as a corporate trade association. Rather the WEF has built an image as avenue for
great debates and discussions on theissues of importance to the world with diverse participants from
throughout the globe and all sectorsof society. Infact, the WEF isanything but aglobal organization; its
board members and the attendance at its annua meeting are overwhelmingly from Europe, the U.S. and
Japan. The WEF hasevolved into avenue where elite businessmen can hobnob with world leadersand
government officials, both to craft business deals and curry favors from politicians.

Thisanalysisby Public Citizen of press accounts, public WEF materid, internationd corporate disclosure
documents and internal WEF documents we have obtained shows:

1 CorporateTradeAssociation M arketing I tself asNeutral Party Whilethe WEF promotes
itself asalofty venuefor dia ogue and debate, in fact its membership iscomprised of 1,000 large,
mainly U.S., European and Japanese corporations. Only companieswith annua revenues over $1
billion are invited and as with al trade associations, hefty fees and dues are charged. Review of
WEF documents show that while the annua forum istouted for its panels and presentations, the
real work occursin aseries of shadowy industry sectoral meetings and in private sessonswhere
corporate chieftains can meet with the many heads of state (18 presidentsand 9 prime ministers
expected in 2002) and other government leaders invited to attend the Forum without the
knowledge of the press, public or even parliamentarians. Although the membership of the WEF
issimilar to the International Chamber of Commerce, WEF markets itself to give a patina of
legitimacy to what is simply another special interest trade association.
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WEF sActual Composition Contrastswith “ Global” Image. WEF s 2002 attendance list
and updated WEF board reports show that the actual make-up of WEF membership, attendance
and board memberstell adifferent story than theimage of inclusivenessthe WEF projects. Rather
than being aworld organization either inits board or attendees, WEF largely representsatiny
portion of theworld — the European, American and Japanese business community — and only
asubgroup who can afford the enormous membership fees. Thisreality explainsthe premium
placed by the WEF on paving the way for increased corporate-backed trade liberalization aswell
asnationa level deregulation, an agendathat isardently supported by the giant corporationsthat
comprise the WEF s membership. As Time Europe reported in 2000: “Davosis probably the
closest thing globalization hasto aworld headquarters.”®  Recognition of the WEF strue nature
explains why as public opposition to status quo globalization has grown, the WEF has been
dragged from relative obscurity to being afocus of public scrutiny.

WEF’s Failed Attempt to Use NGOs to Create Legitimacy The WEF launched an
embarrassing, failed public relations experiment following the Seettle WTO Minigterid’ scollapse
inwhich it sought to build animage of balance and legitimacy by inviting more non-governmentd
organizations (NGOs) and critics of corporate globalization to spesk asfellowsat the WEF. The
study revea san exchange of lettersat last year’ s Davos summit between the NGOs and Schwab
which wasingtigated by Amnesty International’ s globa director regarding the aggressive security
sweepsthat led to the arrests of hundreds of people.* Most of the organizations which signed the
letter, especialy those from the devel oping world, were not invited to participate again in 2002.
At least one prominent group, Greenpeace, whichwasnot uninvited has publicly rejected WEF' s
invitation for 2002 to protest the ingincere treatment of NGOs and the environmenta agenda by
WEF.

DealsBetween Schwab Foundation and WEF M embers The holdings of the WEF president’s
private foundation have benefitted from the cozy business contactswith WEF members, WEF
partners and the WEF itself — including tangled investments, board memberships and contract
awards. WEF President Klaus Schwab sits on the board of Swiss bank holding company
Vontobel, which underwrotetheinitia public offering of Swiss software company Think Toals,
where Schwab also was on the board of directors.®> A considerable portion of Think Tools
businessisrelated to the WEF and Vontobd . Virtualy al of Think Tools clientswere WEF
membersin 2000.° For example, in December 2000, Think Tools announced ajoint venture with
consultant A.T. Kearney, one of the WEF spartners.” Think Tools contracted to provide Internet
banking software for Vontobel, which wasterminated for substantial lossesin 2001.2 Think Tools
devel oped the software for WEF s Globa Agenda project, which waslaunched in late 2000 and
helped develop content for the Global Agendain 2001.° On August 31, 2001, in its most recent
filing, Think Tools disclosed that the Schwab Foundation-held World Communications
Development held 139,051 shares of Think Tools, or 5.79% of the software company.*©
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l. The WEF: a Corporate Trade Association Marketing Itself as a
Global Forum for Debate and Good Deeds

The World Economic Forum promotesitsdlf to the press and an increasingly curious public asalofty venue
for discussion and debate. In its 2000/2001 Annua Report, it pronounced it was a “ catalyst for
progress.” ! Infact itisamembership organization comprised of 1,000 mainly large U.S., European and
Japanese businesses.”? Initsconfidential annual report to its member corporations, the WEF modestly
proclaimsits Davos Annual Meeting to be the “world’ s most important global business Summit.”

Member corporations pay large dues to the WEF. Each member corporation pays $12,500 in annual
membership dues and $6,250 Annual Mesting fees.'* WEF members paid $38.5 million in feesto the
Forum in 2000/2001.%

The WEF pridesitsalf on the exclusivity of its corporate membership, which islimited to only 1,000 of “the
world’ sforemost corporations.” * Member companiesmust have annual revenuesof over $1 billion.Y’
In 1998, the WEF made its membership “even more selective” and continuesto “ separate” (i.e., gject)
companieswhich “no longer fulfill thecriteria.” * 1n 1999, thetotal values of WEF member companies
stock exceeded $3 trillion.™®

The WEF invites some corporations to become Ingtitutiona and/or Knowledge Partners, moretightly tied
to the WEF than meremembers and charged a hefty fee for their institutional commitment. These WEF
Partners pay $250,000 each year and the Annua Meeting Partners (who co-sponsor the annua event) pay
$78,000 to the WEF Foundation® in addition to the $12,500 annua membership dues and $6,250 Annual
Meeting fees.? These partner programsentitle acompany to direct input into the agendas of the regional
summits and annua Davos meeting. Selection isbased on “ability to contribute to and benefit from the
mission of the Forum” — when the most powerful pay, they will benefit from the agenda.? The WEF's
annua report notesthat the number of partnersislimited,
but does not reveal the number. As of November 2001, | £.0's record-breaking corporate

there were 39 Partner companiesincluding Boeing, IBM, bankruptcy may find the corporation
Goldman Sachs Merck, Microsoft, SunMicrosystemsand | hrown from the WEF membership, but
Volkswagon.® According to the WEF 20002001 Annud | cEO Kenneth Lay was listed in the 2002
Reports, Partner companieshavebeencalledupontotake | Annual Meeting Participation List as
increasingly significant rolesinthe regional and annual | intending to attend.

meetings and WEF initiatives.?*

The WEF aimsto shape and guide the direction of the globa economy to suit its members needs. WEF' s
official motto (“Committed to improving the state of theworld”) contrasts starkly with the contents of its
publications and the agendas of its meetings (especidly for its series of regiona meetings) which focuson
establishing economic and regulatory policieswithin and between nationsbeneficial to WEF shig business
membership.
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Thisagendaisfurthered by carefully selecting authorsfor

WEF's official motto (“Committed to
improving the state of the world”)
contrasts starkly with the contents of its
publications and the agendas of its
meetings (especially for its series of
regional meetings) which focus on
establishing economic and regulatory

materias and non-member participants at meetings from
governments, academia and the press who reflect the
WEF s corporate members  support for the status quo of
corporate globalization or who come from unrelated
disciplines— 2002 participantsincludeadramatherapist,
inspirational speaker Tony Robbins, Quincy Jones, a
concert violinist and others. In its 1998/1999 annual

policies within and between nations report, the WEF stated bluntly that it was*[p]ursuing our
beneficial to WEF’s big business mission of being initiator, catalyst and facilitator of the
membership. foremost globa community of business, politicd, intellectua

and other leaders of society.”?

Whilethe annua forum in Davos promotesits pands and presentations, the real work of the WEF isdone
inaseriesof industry sectoral meetingsand in private S de meetings between corporatetitansand groups
of political and world economic institution leaders who are able to meet and coordinate without the
knowledge of the public, press or even the legidatures of the countriesinvolved. The credentialed press
seeking to cover the WEF and many other tiers of WEF meeting participants are kept away from the
industry-wide sessionsthat occur in parallel to the WEF sannual forum’ sannounced schedule of panels
and events. The press are kept out of most of even those scheduled events.

Contrasting WEF spublicly available materia sto the documentsit provides membersrevealsthetrue
scope of activity. Its public literature claimsthat the WEF isavenuefor discussionsthat are the catayst
for globa busi ness agreements— which whilethey affect everyone, are aprivate matter to be conducted
inprivate. In other materids, the WEF takes credit for launching the Uruguay Round of negotiations of the
Genera Agreement on Tariffsand Trade (GATT) by providing avenuefor a meeting of 17 key trade
ministers® The WEF claimsin its 1999/2000 Annua Report that it is responsible for pushing the change
from the consensus-based decis on making processof the GATT into the anti-democratic, unaccountable
dispute resolution process of the World Trade Organization (WTO).?” Moreover, the WEF established
aworking group in 2001 to addressthe stalled WTO taksin response to an urgent pleaissued a the 2001
meeting by the three former director-generals of the GATT and WTO attending the 2001 Annual
Meeting.

Perhapsthe most val uable commoditiesthe WEF offersits membership are the anonymity and the patina
of legitimacy for extended accessto palitica leadership. The seemingly independent WEF (founder Schwab
admonished after receiving the 2001 Candllight Award “ Don't forget— the Forum is an NGO too!” %)
createsan auraof legitimacy for itseventsthat isunavailableto individua corporationswhen they gpproach
politicians, alesson Enron islearning painfully this year.*
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The Annua DavosMestingsdraw many politica leaders— justifying the WEF promise of accesswith key
worldleaders. Indeed, WEF promotesthe Annual Meeting as*“exclusive platformsfor direct interfacing
withregiona publicfigures’ and a” multi-stakehol der platform for discussion, debate and action onthe key
items on the global agenda.”*!

The Annual Meeting draws an impressivelist of worldleaders. 1n 2000, 33 national |eaders attended
Davos, including President Bill Clinton, UK PrimeMinister Tony Blair, Jordanian King Abdullah 11 1bn
Hussein, Indonesia s President Abdurrahman Wahid, South Africa’ s President Thabo Mbeki, and
Argentina s President Fernando delaRua® Eleven weeks after President George W. Bush was sworn
in, Secretary of State Colin Powell and top economic advisor to the President Lawrence Lindsay attended
the WEF USA Meeting 2001, which put a*“premium on interaction” with the new executive branch
officids® In 2002, there were 18 presidents, 9 prime ministers , 3 members of royalty, 9 U.S. senators
and 9 members of the U.S. House of Representatives listed in the directory of expected participants.
Davosisan intimate venue for hobnobbing with politicos. Political leaders are required to keep their
entourages to aminimum, which prevents leaders from being shielded by their staffs.® 1n 1999, UN
Secretary General was asked to cut his staff by more than two thirds, from 18 to 5.%¢

In 2001, the WEF began to shift its structure from discussion to action, becoming a“catalyst for
progress.”*” The Forum’s Centre for the Global Agendawas created in 1998 to act asa* hub for global
policy networks’ with “asystem of sustained contactsand interactions between the top academic experts
and the major think tanks in the world.”

Executives attend Davos primarily to network and to arrange many face-to-face meetings in quick
succession that would otherwise take months to arrange.® In 2001, corporate leaders from the
petrochemical industry worldwidemet withthe OPEC Secretary Generd to privately discusissuesaffecting
the industry, especially declining commodity prices.* The 2002 WEF newcomers guide encourages
participants to scan the list of attendees for possible
contacts and states that the WEF will help set up mesetings
with them.** “The World Economic Forum provides an
unmatched opportunity for the world’s
The series of regionally focused WEF meetingswhich | most powerful people to bump into each
occur between annual Davos summits are designed to | other in the Congress Center’s narrow
provideamoreintimate opportunity for businessleadersto | hallways, and then adjourn quietly to a
meet local government leaders and regulatorsand make | back room to talk business.”

inroads for corporate expansion. One program at the — CNNfn, Jan. 31, 2000

" Presidents expected from Algeria, Austria, Bolivia, Colombia, Democratic Rep. of Congo, Kazakstan,
Republic of Korea, Kyrgyzstan, Latvia, Macedonia, Mozambique, Peru, Philippines, Poland, Senegal, Spain, South
Africa, and Switzerland; Prime Ministers are expected from Australia, Canada, Estonia, Finland, Malaysia, Romania,
Serbia, Slovenia, and Tunisia.
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regiona meetingsis designed to * degpen the process of mutud interaction of policy-makers of developing
countries and leading multinational businesses.”*

_ _ Theseregional summits also provided forums for the
The board remains overwhelmingly male, businesscommunity to challengeloca lawsand regulatory

with over 98% of the members being men. W o ergght. At the India Summitin 1998, businessinterests
Until 2001, the WEF boards were 100%

male. In 2001, one woman was added to
the board.

presented the Indian government with a platform of
changesand policy priorities, telling the Indian ministers
and government officialsto “implement fast al the new
policiesand laws announced towardsliberdization” that the
government had promised business interests.”® At the
Mercosur Summit in 1998, WEF representatives pushed the controversia 31-nation NAFTA expansion
of the Free Trade Areaof the Americas.* At theMercusor Summit in 2001, the WEF held meetingson
the “ challenges’ facing the FTAA’s 2005 implementation goal .*°

.  WEF's Actual Composition Contrasts With Its Image

In contrast toitsclaim to act for global publicinterest as contained in the Forum’ smotto, “ Committed to
improving the state of theworld,” the World Economic Forum’ smembers, board and attendees poorly
reflect the global reality. The WEF isan exclusive club run for and by therichest companiesfrom the
richest nations. Members of two of the 3 WEF boards are overwhemingly white, male and from the
developed, industrialized north. The attendees of the WEF annua meeting, even including theinvited
academics, artists, NGOs, non-member business leaders and politicians, also are overwhelmingly from
North America, Europe and Japan.

European Men Lead WEF’s Boards

The composition of the WEF boards (both the Forum Board of Directors and the sister Council Board of
Directors, which together guide the work of the WEF; the primarily staff-populated Managing Board was
not examined) between 1999 and 2001 are overwhelmingly male, predominantly white and substantial ly
fromthewealthiest nations of Europe, North Americaand Japan. Additionaly, between 1999 and 2001,
asthe WEF sboard size grew its operations focused more on action than discussion and the focus on
globalizationintensfied. Y et theboard composition becamewhiter and more biased towardsrepresentation
from the wealthy, industrialized nations.

In 2001, more than three-fourths of the WEF board memberswere white (76.8%).“ Almost all of the
growth in the boards wasin white members, who numbered 34 in 1999 and 43 in 2001 (the number of
white board members grew by 26.5% and the share of white board members grew by 6.1%).*” Asians
made up 19.6% of the board in 2001, growing in number by 22.2% since 1999, but the share of Asians
on the board grew by 2.6%, or half therate of whites® In 2001, the mgjority of the Asian board members

6
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1999 fpercentage 2000 fpereentage 2001 pereentage. 11999-2001R elative
change Change

White 34] 72.34% 37] 82.22% 43] 76.79% 26.47% 6.14%
Asian 9] 19.15% 7] 15.56% 11] 19.64% 22.22% 2.58%
Mid-Eastern* 3 6.38% 3 6.67% 5.36% 0.00% -16.07%
Black African 1 2.13% 1 2.22% 1.79% 0.00% -16.07%
Latin American 2 4.26% 0 0.00% 1.79% -50.00%]  -58.04%
Unknown 1 2.13% 0 0.00% 0.00% -100.009%9 -100.00%
Total 47 45 56 19.15%
Developing* 9 19.15% 8 17.78% 9 16.07% 0.00%] -16.07%
Male 47] 100.00% 45] 100.00% 55] 98.21% 17.02% -1.79%
Female 0 0.00% 0 0.00% 1 1.79%

* Middle Eastern includes board members from Bahrain, Saudi Arabia and Egypt; they are also counted
as Asian and Black African respectively. Developing world includes all countries outside European Union,
Oceania, Japan, Canada and the U.S.

were Japanese— 6 of 11 (with 2 membersfrom Hong Kong and one member each from Mdaysia, Saudi
Arabia, Bahrain and India). Thetotal number of WEF board members grew 19.2% between 1999 and
2001, from47in 1999 to 56 in 2001, but almost all of the growth wasin new white members. Middle
Eastern, Latin American, Indian and African representation on the board remained constant or declined
significantly. The WEF boards had one member each from Egypt, Bahrain, Saudi Arabia, Indiaand
Mexico in 2001.*° Between 1999 and 2001, the number of board members from Central and South
Americadeclined by haf, losing the representative from Brazil, and the percentage of board membersfrom
Latin Americafell 58.0% from 4.3% of the boardin 1999 to 1.8% in 2001. The membersfrom India,
Bahrain, and Saudi Arabiaremained on the board from 1999 to 2001, but their share on the board
declined significantly. Thesefour members congtituted 8.5% of the board in 1999 but fell to 7.1%in 2001,
al6.1% reativedecline. Similarly, the membersfrom all devel oping nationsremained constant at nine
(Bahrain, Egypt, Hong Kong (with two), India, MalaysiaMexico, Saudi Arabiaand South Africa; the
Malaysian member was added since 1999 and a Brazilian member | ft the board), but because the board
grew, their relative share of the board fell by 16.1%.

Theboard remainsoverwhe mingly male, with over 98% of themembersbeing men. Until 2001, the WEF
boards were 100% male. 1n 2001, one woman was added to the board. She was only one of the nine
new members.

Analysis of WEF's New York Meeting Invitees

The attendeesexpected a the 2002 WEF Annuad meeting are overwhe mingly from thewed thiest nations.
Accordingto aconfidentia directory of attendees, 1,973 people are coming from 95 nationsto the meeting

7
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inNew Y ork, but the mgjority of the attendees are from only afew, mostly wealthy countries® Thefive
largest groups of participants (from the U.S,, the UK, Germany, Switzerland and France) are sending
1,170 participants to the WEF meeting, more than half of thetotal 1,973 attendance (59.3%). Theten
largest participating countries (including Canada, South Africa, India, Japan and Russia) make up seven
of ten participants (70.6%) and the twenty largest national participants (seven of which are from the
developing world: South Africa, India, Russia, Mexico, Brazil, | sragl and Saudi Arabia) representing one
fifth of attending nations (21.1%) are morethan four out of five (83.3%) of the WEF participants. Sixty-
seven nations had fewer than ten people attending the annual meeting, consisting of 226 people,
representing only 11.5% of the participants expected at the WEF meeting. Twenty-five nations, morethan
onein four of the countries represented in New Y ork, only had one person participating in the annual

meeting.

Mis-Delegation at WEF on Hudson

C

Only two Ethiopians are participating,
but both are religious leaders. No
businessor political leadersare coming.
Hong Kong will send more peopleto the
Forum than China (13t0 9).
Thailand, which has faced significant
chalenges to its HIV/AIDS
pharmaceutical policies, is sending one
delegate, while 981 delegates are
coming from the U.S., Switzerland,
Germany and France, home of the
largest pharmaceutical companies.
Only two of the 19 African invited
nations have more than 10 people (S.
Africa and Egypt). Ten of the
participating African nations only had
one person coming to the meeting.
Despite hosting the Forum in the
Western hemisphere and having the
FTAA prominent on the agenda, only
four nations are participating from
Central America and the Caribbean
(Mexico, Bermuda, Costa Rica and
Barbados).

The 2002 WEF participants are disproportionately from
Europe, the U.S. and the Middle East. European
participants make up 39.0% of the total, even though
Europe makes up only 12.0% of the 2000 world,
population according to UN figures, meaning there are
threetimesmore Europeansat the WEF meseting than there
are worldwide.®* North American (U.S. and Canada)
attendees congtitute 36.4% of the WEF participants, more
than seven timesthe North American population share of
5.1% of the 2000 world population. Middle Eastern
participants make up 4.1% of the WEF attendees but only
0.8% of theworld population, anearly fiveand ahdf times
over-representation. Representatives from Australiaand
New Zedand are 1.1% of the attendees, more than twice
their 0.5% of their share of the world population.

The smallest nations were some of the most over-
represented (including Bermuda, Andorra, Luxembourg,
Bahrain, Qatar, etc.). The top four over-represented
nations with at least 1% of the world population are the
United Kingdom, the U.S., France and Germany. UK
participants make up 9.6% of the WEF participants but
only 1.0% of theworld population, anearly tentimesover-
representation compared to its  population.
Representatives from the U.S. are 33.7% of the
participants, more than 7 times their 4.6% share of the
world population. The Swiss participants comprise 6.4%
of the WEF attendees, exceeding its 0.1% share of the
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world population by afactor of 53.Conversdly, peoplefrom Ada, Africa, South America, Centrd America
and the Caribbean will be under-represented at the WEF meeting in comparison to these regions' share
of the world population. Thiswas most significant for Asia, which is home to 60.1% of the world’s
population, nearly eight timesgreater than
the share of Adan participants a the annud
meeting (7.7%). Africa was under- World Economic Forum Attendees 2002
represented by more than half — 13.0% Oceania (1.12%)
of theworld livesin Africabut only 5.1% | & Amencas Laiboeon G207
of the WEF participants are from Africa. S. America (4.12%)
Therepresentativesfrom Central America Africa (5.13%)
and the Caribbean make up 2.0% of the
WEF participants, nearly athird lower than
the 2.9% of the population from Central
America and the Caribbean. South
American representatives to the WEF
constitute 4.1% of the total, about 30%
bel ow South America s5.7% share of the
world population.

Asia (7.72%) Europe (39.08%)

N. America (36.74%)

Chinaissignificantly under-represented. It makes up morethan onein five of theworld’ s population
(21.1%) but is sending only onein two hundred of the WEF participants. Pakistan congtitutes 2.6% of the
world population but only 0.1% of the WEF participants. The representativesfrom Indonesiamake up
0.2% of the WEF participants, nearly 23 times|ower than its 3.5% of world population. The Democratic
Republic of the Congo represents 0.1% of the WEF participants but 0.9% of theworld’ s population, a
nine-fold under-representation.

lll.  WEF's Failed PR Campaign to Use NGOs to Create Legitimacy

Although the WEF contendsthat it istransparent, the WEF santi-democratic, anti-inclusiveattitudeis
commonplaceinitsliterature. When it describedthe“key playersfrom all sectorsof society” in 1998, it
listed government, business, academiaand themedia— civil society and non-governmenta organizations
were not even mentioned.® In 2000, after theMultilateral Agreement on Investment (MAI) had been sunk
by aglobal NGO network in 1998 and weeks after the Seattle protests foundered the WTO Ministeria
meeting, the Wall Sreet Journal judged the attendance of NGOs at the WEF Forum to consst of a“small
group.”* That small group wasthefirst step in apublic rdlations effort to defend the WEF from what was
agrowing focus by protestors demanding changes to status quo corporate globalization and to assureits
increasingly worried corporate membersthat the WEF could avoid becoming thetarget of mgor protests
if it highlighted its newly open, more balanced invitation list.

By 2001, after continuing worldwide protests against corporate globalization following the Seattle WTO
9
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collapse, the WEF added “international organizations’ to the previoudy listed four “key playersfor al
sectorsof society.”> Given that representativesfrom internationa organizations, such asthe GATT, the
WTO, the International Monetary Fund and the World Bank had long been invited, this reference might
have been to theinternational NGOs the WEF had begun to invitein 2000. The 2000 NGO list included
the predictable internationad NGOs, such as Save the Children, Amnesty Internationa, World Wildlife Fund
for Nature, Transparency I nternational and Oxfam. Two
NGOswith amorecritical perspective and activist role,
Friends of the Earth and Focus on the Globa South, were
international institutions around the world.” ?ISO m_wted. However,_ Wh'le dl of the predictable
Klaus Schwab, President World Economic J§  international NGOswere invited back for 2001, thosetwo
Forum. NGOs, whose representatives had given strong statements

— Washington Times, Jan. 25, 2001 in 2000 panels, were not invited back. The WEF sclaim
that it was newly opento critical perspectivesand NGO
participation came under increased attack givenitslimited
and skewed NGO approach, with thefirst protests occurring in Davosin 2000, where a counter-Summit
presented by The Public Eye on Davos was aso held during the annual forum.

“[G]lobalization has produced a backlash
that has stirred protests at gatherings of

In 2001, not only were the typical, international NGOs invited, but also some key regiona and national
NGOshighly critica of status quo globaization and connected to the burgeoning socia movementswere
invited, including Third World Network, grassroots groupsfrom the Phillippinesand India, and Public
Citizen.>® These new NGO attendees were touted in the WEF' s promotional materials and website.
However, every one of theseinviteesfrom the devel oping world, including Martin Khor of Third World
Network in Maaysia, Vandana Shiva of Research Foundation for Science, Technology and Ecology in
India, Waden Bellow of Focus on the Global South in Thailand, Vicki Tauli-Corpuz of Indigenous
People’ s International in the Phillippines and others were not invited to participate in the 2002 Forum.%®
Aswdll, the most out spoken participants from the devel oped world, such as Jeremy Rifkin of Foundation
on Economic Trends were excluded.>” (Public Citizen was also not invited in 2002)

The WEF excluded invitees based on their support of corporate-driven globalization, according to a
January 2002 Financia Timesstory reporting, “[t]he Forum saysit is not inviting organizations that
contribute only negative views and do not support its‘ mission’ to narrow global divisions.”*® The WEF
defendsthis move by arguing that the focus of the Forum isno longer on globdization; yet areview of the
2002 program reveal s that numerous panels and events are about globalization such as panels on the
“Future of Anti-Globdization” and “ Responding to Anti-Globaization.”* Instead of the devel oping country
critics, whose presentations shattered the WEF mantrathat only rich, northern NGOsprotested the WTO
or IMF and their palicies, the globdization panesfor 2002 include representatives from internationd NGOs
such as an Oxfam, who had two UK staff and one U.S. staff invited, or pro-business think tanks.®

Attendance of NGOs has remained consistently low. 1n 2000, 34 NGO representatives attended and in
2001, 36 attended.®* Since annual attendanceistypically about 2,000, thismeansthat NGOs and civil
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society representatives arelessthan 2% of thetypical attendance.®? 1n 2002, when nearly 2,000 people
wereregistered to attend the Annual meeting, the vast mgority of the NGO’ swere think tankswith pro-
corporateleanings (such asthe RAND Ingtitute) and foundati ons (such asthe Shoe Data Foundation, which
administers amuseum dedicated to shoes).® Despite this, the WEF s brochure for new attendees of the
2002 mesting contendsthat it has* along-standing policy of inclusion when it comesto non-governmenta
organizations and representatives of civil society.”®

There are different explanations for why the WEF really pulled back from its meager, but improved
approach to NGOsin 2001. Onepoint isthat despiteinviting some of the morecritical NGOs, the Davos
Forum faced itslargest protests ever in 2001. The WEF management worked with the Swiss policeto lock
down the Alpine village of Davos, with young people,
people of color, and people wearing certain clothes or
hairstyles being systematically pulled off of trainsin the
town of Zug, thetransfer station between the Zurich and
Davostrains.® The detainment of one such youth, Adam
M’anit of Corporate Europe Observatory, who was
traveling to make apanel representation, caused Amnesty
Internationa to activateitsoperaionindefenseof M’ anit's
civil liberties® In aletter to the Swiss President and WEF
President Schwab, Global Amnesty International Chair
(and Davos Foruminvitee Peirre Sane) expressed outrage at the Swiss national crackdown.®” After 36
hours of Amnesty’ sintervention, M’ anit, who was being deported back to the Netherlands, was permitted
to enter. However, numerous otherswere not. Aswell, despite the Swiss congtitution’ sguarantee of free
gpeech and theright of assembly and protest, the WEF sought a zero tolerance policy for protest. In aletter
from WEF Managing Director Claude Smadja to WEF attendees of the 2001 meeting, he called the
protests* misguided and uninformed,” despite being forced toinvite many of theleading criticsof corporate
globalization because of the growing backlash against the WEF.®

World Economic Forum Compares
Globalization Critics with Al Quaeda
“Beginning with the threat of anti-
globalization protest and ending with the
threat of global terrorism.”

-- WEF Annual Report 2001/2002

After aloca Swisschurch group’s peaceful marchin 2001 was attacked with water cannons and lines of
machine-gun toting police in riot gear, Amnesty International’s Sane circulated a letter to the NGOs
attending the Forum.* Theletter concluded, “ The Swiss authorities, by simply banning demonstrationsin
Davosduring the World Economic Forum, have set an ominous precedent for futureworld gatherings.” ™
A smilar |etter was sent to the Swiss president. NGOsacting like NGOsand demanding civil libertiesand
bas c democratic rightsfrom the WEF were not favorably received. WEF Deputy Director Claude Smadje
stormed into an NGO news conference being chaired by Sane, arespected African diplomat, and launched
abarrage of attacks that stunned the press attending.” Six months later, Schwab sent a vague response
letter to the NGOs. (The Swiss president had responded promptly, justifying the heavy-handed security
presence by stating it regretted that freedom of movement and assembly had to be restricted to protect
WEF participants “freedom to assembleand expresstheir opinions.” %) To aone, theindividuaswho had
worked most closely with Sane on the letter to the WEF management were not invited back.
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WEF Greenwash Contested by NGOs

The WEF isproud of thetrust governmentsand “ constituents’ (read businesstrade associations) havein
itsrecord of “entrepreneurship in the global publicinterest.” ® Yet, outsdeitsarray of private business
meetings schedul ed a ongs de the panel sand performances of the annual meeting, itsother work product
isroutingly criticized by public interest organizationsas being expendve greenwash. For instance, in 2001,

aWEF Globd Leadersfor Tomorrow instigated study measuring the environmenta sustainability of 122
different countrieswasroundly criticized by environmenta groupsfor being toolenient on the consumption
and pollution of the devel oped world. The WEF sponsored the Environmental Sustainability Index, which
andyzes 22 environmentd factorsto help businesses measure environmental conditionswith an eyetowards
the market competitiveness. The Index, which was done by WEF fellowsand without theinput of even the
few environmental groupswho had newly been invited to present at the Davos summit, ranked the U.S.

11th.”* Friendsof the Earth International disputed the WEF findings, noting that the good rankings of
polluter nationssuch asthe U.S. aretheresult of heavily weighing their ingtitutional and economic capacity
so that the overwhelming strength of the U.S. masksiits polluting power.”™ The London-based New
EconomicsFoundationthink tank immediately challenged thereport’ sfindings becausethe study diluted
theimpact of carbon dioxide on globa warming (which WEF noted was cons dered the most urgent global

environmentd issue a Davos), and thefact that the U.S. generates nearly one fourth of the world' s carbon
dioxide.” Meanwhile, after spending two years seeking to promote meaningful progress on the climate
issue, Greenpeacewithdrew from participating in the WEF annua meeting in January 2002, because of a
lack of follow through on climate change dueto WEF slack of co-operation.”” Klaus Schwab responded
inaletter to Greenpeace, stating that the concrete demands Greenpeace madeto the automobileindustry
at the 2001 “led to problems.” ®

In another strategy of dealing with its damaged public image, in 2001 the WEF created Forum Councils
to encourage more vigorous and open did ogue within the Forum; however, the Forum Councilsthat have
been established or arein the process of being established are of the congtituenciesthat have long been
over-represented at the WEF. Six of the eight proposed Councils have been established or arein the
processof beingfinalized (academic, businessorganizations, global unions, government representatives,
mayorsand religious|eaders) and two are neither established nor findized (internationa organizationsand
NGOs).”

In 2001, the WEF also started an informal dial ogueto increase understanding between the pro-corporate
globalization proponents and its critics, but it included only “some of the most influentidd NGOs,” that are
theleadt critical of the push for globdization® Ironicaly, thefew prominent civil society figuresWEF hed
invited into thisprocess, such asVandana Shiva, were uninvited after the 2001 meeting. Despitethis, Dr.
Shiva sname gtill appears on the WEF website associated with the Globa Governance Task Force, which
will report “every year” asamember of this otherwise predictable committee.®! In 2001, the WEF
agricultura task forceincluded many varied agricultura interests(producers, food and beverage companies,
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internationd organizations, expertson agricultura trade and NGOs) but did not list farmers, consumers or
hedthinterests® Thegloba Automotive Climate Change Forumwasanintra-industry dial ogue convened
at the 2001 Annua Meeting but it did not include unions or environmental groups, both of whom have
interestsin the dialogue.®

WEF Thinks Globalization Critics Doth Protest Too Much

Although the WEF has finally recognized the import of the growing global opposition to corporate
globalization, it doesn’t like being upstaged by informed demondtrators. 1n 2001, after asmany as 2,000
demonstrators filled Davos in 2000, the Swiss government sent between 1,000 and 2,000 police to
confront the demonstrators.® Theincreasing size of the protestsin Davos at the annual events required
the WEF to spend $5.4 million on security in 2001.%

The WEF isdismissve of those who protest its meetings. In 2001, the Annua Report’ smessage from the
WEF president Klaus Schwab compared the threat of anti-globalization protestors (who have yet to kill
anyone, although one of the demonstratorswaskilled by policein Genoa, Italy and thousands have been
attacked and detained by police forces worldwide) to the threat of terrorists (who have killed more than
three thousand in the U.S. in one day).®

TheWEF sprimary concernisnot the protestorsthemselves or the physical threat they present but the
message they deliver to the public: The corporate

managed globalization modd isnot predetermined
or desired. President Clinton’ s speech at the 2000
Davos mesting (hiswasthefirst U.S. presdentid
appearance at Davos) focused on the need for
political and business|eadersto makethe casefor
globalization worldwide®”  After Seattle,
self-proclaimed globalization supporter and New
York Timescolumnist Paul Krugman noted that his
revulsion with the opulence of the Davos meetings
demonstrates how “serious a public relations
problem” the WEF isfacing.® In 2001, there

were as many security forces as there were
attending the mesting, an inauspicious sign for the
public support for these meetings of corporate
elites planning the world’ s agenda.®

The WEF s 2001 Annual Report recognizes the
“ongoing challenge from anti-globalization
protestors,” including those who appeared at its

2002 African

WEF Participants
(number of delegates
by country, shaded
nations are not
attending WEF 2002
Annual Meeting in
NY)
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meetings in Davos, Mebourne, Cancun, Buenos Aires and Salzburg.®® The WEF noted that the real
problemwaslosing control of the pro-corporate globalization message: “[ T]hey risked distracting attention
from the content of our events.”** The WEF tried to counteract the demonstrators message through an
aggressive mediacampai gn that included writing op-eds, conducting key interviews, meeting with editorid
boards, increasing the attendance of mainstream and businessmediaat WEF events, and publishing a

monthly WEF newspaper for employees*®

At the 2002 Annual Meeting, WEF
WEF Income from Member Fees anticipated 300 international reporterswill

$50,000,000 cover the event and WEF g&ff will asssin

“maximizing contact with the media”® In

$40,000,000 $38,460,202 2001, Coca Cola hosted a press luncheon

$35,155,751

and stocked arefrigerator full of drinks

$30,000,000 $27 668,72 528:980.351 near the pressroom.** Although the WEF

$20,000,000 $17,412,965$17,594,761

$22,326,952 1 seeksfav Orablemediaattmtion, reporti ng
———————— press (as compared to WEF “media
———————— fellows,” opinion makerswho attend the

$10,000,000 1| | | B . annual meeting) have*limited access’ to

] B the meeting and are barred from the
$0 sessonsand thevenue. In2002, a"“more
restricted policy” for accessisin placethan
in previous years.®®

1994-95 1995-96  1996-97  1997-98  1998-99 1999-2000 2000-2001

IV. Back Room Deals for WEF Corporate Members and Dividends
for WEF Founder Schwab’s Foundation

Being theforemost organi zation promoting corporate-driven globalization hasbeen very lucrativefor the
WEF. SincetheWorld Trade Organization went into effect in 1995, WEF income grew by 148%, from
$42 million in 1995 to $104 million in 2001.* WEF member fees have grown nearly as quickly, rising
121% between 1995 and 2001, from $17 million to $38 million.”’

Thewhed er-dealer mixture of high-level business dea sand ski resort ambiencethat surroundsthe WEF
Annua Mesting has permeated the Forum’ s own operation. WEF founder and President Klaus Schwab
has used the Forum essentially as a high-tech business incubator to launch companies— in some cases
benefitting the Forum and then later the Schwab Foundation. Initialy, thesefirmswerelaunched as part
of for-profit venturesheld by the WEF, but ultimately, the entire for-profit operations of the Forum were
moved to the Schwab Foundation, which Schwab operates with hiswife, Hilde.
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Foundation of Mistrust

Schwab'’ s start-ups a so benefitted from hisleadership at the WEF and his connectionsin the business
community, providing accessto start-up financing and lucrative contracts. The appearance of seeming
impropriety and saf-dealing, though not illegal under Swisslaw wherethe Forum and Schwab Foundation
arelocated, has had significant impacts on the Forum and Schwab. Staff turnover at the Forumisfairly
high and WEF stiesto its own business operations have been investigated by the press and by Swiss
regulators.%®

WEF's Tangled Relationship with Advanced Video Communications (AVC)

In 1995, Schwab launched Massachusetts-based Advanced Video Communications (AV C), ahigh-tech
gart-up firmthat later devel oped desktop video conferencing for WEF sgloba memberswith theapprova
of WEF sboard.® The WEF provided $1 million in start-up money and eventualy invested $5 million
total, making the Forum AV C’s largest shareholder.®

Schwab appointed his nephew, Hans Schwab, previousy aWEF employee, to become AV C'’ s president
shortly after the tart-up.*®* AV C advertised at the WEF Annual meeting in 1997 and 1998 (whichis
prohibited by other companies) and was promoted in WEF press releases.™ AV C also benefitted from
investments from WEF Members Microsoft and Intel (which provided $500,000 in equipment) and
USWeb, which had provided services for WEF.1®

In April 1998, Schwab discussed his concerns about AV C' s ability to complete the Internet work WEF
had requested with USWeb executives.™™ The World Economic Forum awarded California Internet
consultant USWeb Corp. an $8 million contract in June 1998.1% The USWeb announced its WEF
contract and that it had purchased AV C' s conferencing
service systems for $25 million.’® WEF, which had
invested $5 millionin AVC, received practically nothing | wWhat Draws CEOs to the WEF Annual
(market value stock warrants) in the USWeb tekeover.'” | Meeting? “The answer is their unique
opportunity to hobnob with other
corporate bigwigs, picking each others
Less than two weeks later, Schwab was appointed to | brains and maybe doing a deal or two,
USWeb' s board of directors and given 25,000 sharesof | mainly outside the glare of the global
stock options.!® At the time of the AVC deal, the | media spotlight.”

Schwab Foundation received $15.1 million worth of | — CNN Europe 2001 Davos Internet In
USWeb stock.'® Former head of mergers and Depth Coverage
acquisitionsat USWeb noted that having “him [ Schwab]
on our board would open a lot of doors for the
company.” 10
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Schwab Foundation for Economic and Social Development

Schwab created the Schwab Foundation in February 1998 and becameits president; shortly thereafter,
World Link Communications Development AG was transferred to the Foundation from the WEF.™* The
Forum aso transferred AV C to the Schwab Foundation because it viewed the venture as excessively
risky.

Thefirst two years of the foundation’ s operation consisted entirely of launching or investing in start-up
companies.™® The Foundation aimed to raise $200 million to offer 5 $1 million awards for “social
entrepreneurship.”** InMay 2001, three years after the Foundation was created, it announced itsfirst
round of Socia Entrepreneurship Award nominations, expected to befinalized by the end of the year.>
The same day the nominations were announced, the
Foundeation reported that it suffered $100 millionin paper
“It is the premier networking opportunity lossesrelated tOtheCI'Eﬂ']ing vaueof itsinvestmentsini2i
for international businessmen and senior [§ and Think Tools, dropping the foundation’s assets to $30
politicians. You find yourself having a ginf§ million, and that the planned $5 millionin prizemoniesfor
and tonic with a stranger and then you the social entrepreneurship awards was reduced to $1
discover he’s an Asian finance minister million.
or big company Chief.”

— Ken Costa, co-vice chairman of @ When the Wall Sreet Journal asked Klaus Schwab in
Warburg Dillon Reed investment house, f  January 2000 whether the Schwab Foundation was a

Washington Times, Jan. 28, 1999. B  family foundation, as WEF’ smanaging director Claude
Smadjasuggested, Schwab stated that it was not afamily
foundation but a public service™ However, the Journal
was provided with documentation that the Schwalb Foundation board consisted only of Schwab and two
accountants who were also employed by the World Economic Forum.™® In a September 2001 interview
with Earth Times, Schwab stated that “ the Schwab Foundation isa private effort that my wife Hildeand
| put together.”° At the 2002 Annual Meeting, Mrs. Hilde Schwab is attending as a Schwalb Foundation
board member.%

Schwab-WEF Entanglement with “Think Tools” Startups

In 1997, for-profit Globa Event Management (which was operated under the WEF-controlled World Link
CommunicationsDevelopment AG) provided logistical support for theannua Davos meeting.'#* By 2000,
Globa Event Management was partidly held by French mediaconglomerate Publicis SA but continued to
provide support for the Forum'’ sregional meetingsaswell as other corporateclients.® Schwabisthe
chairman of the editoria board of World Link, which bought 8% of Think Tools, a Swiss consultancy firm
specializing in decision-making software, for an undisclosed sumin 199822 Oneyear later, Schwab
became the deputy chair of the board of Think Tools.'®

16



Public Citizen 2002

Other Crossed Wires?

In 1999, the World Economic Forum’ sonline web operation became Industry to Industry (i2i), aprivate
company co-owned by the Schwab Foundation and German software firm SAP.1® Despite being
unaffiliated with the Forum, i2i’ s launch was a so promoted in aWEF pressrelease.’®” In 2000, i2i’ sfirst
round of financing was completed and one of the primary backers was Bank Vontebel .18

IN1997, New Y ork-based telecommuni cationsfirm Avic Group I nternationa announced Schwab had been
appointed amember of itsboard of directors, but only three monthslater, Avic told the Securitiesand
Exchange Commission that Schwab resigned because of pressure from WEF directorsthat he“reduce his
involvement in for-profit activities.” *° Schwab claimsthat he did not resign but that he never acoepted the
board appointment.**°

Think ToolsAG'sinitia public offering, structured and financed by Bank V ontobel in March 2000, saw
itsshareprice dimb fourfoldinthefirst day’ strading, rising from 270 Swiss Francsto 700.2! Schwabaso

sat on the board of Vontobel Holding AG, the Swiss holding company that ownsBank Vontobel AG.**
Asaboard member of Think Tools, Schwab “played amost important rolein the early devel opment of
Think Tools.**®* Think Tools makes decision-making software which is designed to help companies and
countriesforecast and plan.*** Schwab was one of theinitial offering' s shareholders™® Immediately after

the Think Tools PO, the Schwab Foundation was estimated to be valued a $100 million.** Two months

later, the Schwab Foundation was estimated to be worth $120 to $130 million.™*’

Think Tools has many business connectionsto the WEF and itsmembers. Think Toolsdeveloped the
softwareand * architectural backbone’ for WEF s Globa Agenda project which waslaunched in late 2000
and helped devel op content for the Globa Agendain 2001.*® Additiondly, virtualy all of Think Tools
clientswere WEF membersin 2000.2* For example, in December 2000, Think Tools announced ajoint
venturewith consultant A.T. Kearney, oneof the WEF sPartners.** Think Tank also launched aproject
for the Vontobel Group in October 2000 to develop an e-bank product called “y-o0-u bank” that planned
to combine banking services with information and communication technology.*** Very quickly the scope
of the project overwhelmed Think Toolsand Vontobel. They-o-u project was terminated by Vontobel
in February 2001 and \Vontobel took a$159 million lossfor y-o-u onits 2000 books* Think Toolsitsalf
lost itsentire $39.8 million investment in the y-o-u project which gaveit an 18% stakein y-o-u.*® Inthe
first three quarterswere hard on Think Tools, in part because of they-o-u fiasco, and it took anet |0ss of
$18 million.**

On October 7, 2000, Schwab resigned from the Think Tools board to re-focus on hiswork a the WEF.**
Think Tools had to release a statement by Schwab after his resignation to reassure the market the Think
Toolstill had aninstitutional relationship with the WEF.2* By the end of October 2000, Wall Street
Journal Europe asked “ Arethe[Think Tools] shares overvalued? Y es, absolutely.” 4" On August 31,
2001, initsmogt recent filing Think Tool sdisclosed that Schwab Foundation-held World Communications
Development held 139,051 shares of Think Tools or 5.79% of the software company. !4
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The Fallout

The appearance of self-dealing has cost the WEF and the Schwab Foundation, generating negative press
attention worldwide, tracting the attention of Swissregulators and having ademoralizing impact on Forum
saff. Schwaly' sright-hand woman at the WEF, MariaCattaui, quit in 1996 after 19 yearsover Schwab’s
for-profit sidelines to become the Secretary General of the International Chamber of Commerce.* The
appearance of impropriety from Schwab’ sextracurricular businessactivities contributed to the departure
of more than one third of the World Economic Forum's staff in 1999.1%°

InMarch 2000, Swissregul atorsinvestigated the Schwab Foundation’ sasset transfersfrom WEF, which
werebrought to light by an extensive Wall Sreet Journal Europe piecein January 2000.™* The Swiss
regulators cleared the Schwab Foundation of any financial improprieties and approved the financial
operation of both the Schwab Foundation and the WEF in April 2000.%%

Conclusion

Business chiefs and government leaders will congregate behind closed doors a the Wadorf Agtoriaat the
invitation-only World Economic Forumin New Y ork to discuss the future of the globa economy, while
amultaneoudy, citizen leadersfrom labor, environmenta and other socid movements around the world will
meet in Porto Alegre, Brazil at the second annual World Social Forum. Fifty thousand people are
expected to attend an array of eventsat theWorld Socid Forum, whichisfocused on devel oping new rules
for the global economy that promote democracy, diversity and fairness.
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