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 “We believe in a global system that measures every multinational against a core set of universal standards using an independent process of social performance monitoring akin to financial auditing. This would bring greater clarity to the impact of globalization and the performance of any one company.”

Philip H. Knight, Chairman and CEO, Nike Corporation

Over the last decade, an increasing  number of large multinational corporations seem to have had - quite literally - a change of heart, as business leaders now are promoting sustainabilty  and tripple bottom line reporting. Take for example Royal Duch/Shell, a company that in the mid-1990s was accused of causing ecological and human disaster in Nigeria and of supporting a repressive regime. Today, Shell publishes annual reports describing the Shell Group’s social and environmental conduct, with ‘politically correct’ statements such as that by Harry Roels of the Committee of Managing Directors: “Shell people are citizens of their communities and countries, as well as employees. We see our rich diversity as a strength that connects us to the cultures and aspirations of the people and countries where we operate. Strong relationships are critical to building trust and shared success.”
 Nike Corporation is another “repentant sinner”. Due to a number of hard-hitting news reports over the last six years Nike risks being  associated with child labour and sweat shops. However, judging by the look of their web site
, Nike now strives to come across more as a charitable organization, donating money to The Climate Trust and educational institutions – one could even be led to believe that producing trainers’ and sports wear is merely a secondary activity. 

To skeptics, such good deeds are nothing but necessary moves intended to restore or sustain a company’s reputation. After media criticism, i.e. when public opinion waves have calmed down, will these companies go back to square one? To quote Michael Hopkins (Newsletter November 2002):

“Misguided virtue was one economist’s claim
: “CSR will make us worse off when put into effect with higher costs for questionable benefits”.  And, “business should act responsibly by not fully endorsing CSR”. The London Observer
 shouts that the concept of corporate social responsibility has “rarely been paid more than lip service” and The Economist
 is, as ever, quick to jump on any negative bandwagon that does not have unadulterated profits as its goal when it smugly headlines “ethical reporting as irresponsible”.  Now we see the US president parading in front of large signs proclaiming ‘Corporate Responsibility’ quickly followed by subversion at the US’ regulatory body the SEC, we know that the ‘social’ in CSR means an awful lot more than merely ‘corporate responsibility’.”

There is some truth in the critics’ assertions.  Poorly defined concepts abound, doing well by doing good is universally accepted but when does doing good stop?  It is accepted that CSR means treating a companies’ stakeholders in an ethically responsible manner. But who are the stakeholders? What does ethical mean?  My responsibility might be another’s irresponsibility?  

Others, however, hope that this new ethical awakening represents a more fundamental shift in the nature of business-society relations. Maybe Philip Knight's statement above, which was intended for participants at the UN Global Compact meeting in July 2000, can be seen as the beginning of a new awareness. Advocates of change may be pleased to find that his call for a global measuring system and a “core set of universal standards” is echoed by other prominent figures from business, NGOs and intergovernmental communities. For instance, UN secretary-general Kofi Annan suggested at the United Nations Millennium Summit in September 2000 that a solution to promoting sustainable development could be found in the emergence of “global policy networks”, characterized as “coalitions for change (…), which bring together international institutions, civil society and private sector organizations, and national governments, in pursuit of common goals.”

There is, however, a long way to go before these visions may become reality, and one should not underestimate the challenges and obstacles that lie ahead. First of all, the different actors that are supposed to take part in this global coalition have very different starting points in terms of socio-economic, political and cultural traditions. This means that they will have differing agendas and perceptions of the ideal nature of business-society relations, making it very difficult to set universal standards and common goals. Before one can even start to talk about a global consensus, one has to understand where the parties historically are coming from. 

Let us highlight one example:. In a recent article, Richard P. Nielsen
 points out that the  U.S. political economy of the late 1980s laid the foundation for what he calls “investor capitalism”. He compares this to the development of a variety of alternative types of capitalist political economies, where profit maximization is not necessarily the only or primary objective. Other forms include “social democratic capitalism”, typical of many European countries, the “network capitalist” system of Japan, “managerial capitalism” which was common in the U.S. before the 1980s,  and “family owned  business capitalism”, often found in developing countries.

Nielsen’s main argument is that the forms of capitalist political-economies shape business organizations and thereby express fundamentally different views about the appropriate nature of business in society.  According to Nielsen :“The relentless, driving primacy of the shareholder wealth criterion of the “investor capitalist” types of business appears to make self-regulation a cruel delusion with respect to income-wealth distribution and workplace civil liberties criteria.”

The implications for the development of global standards are obvious. How are we supposed to find common goals when our political economic systems and their corresponding value bases and social philosophies have evolved in so different directions over the last twenty years? What is considered to be an unacceptable social or environmental constraint in a system dominated by “investor capitalism” is perhaps already imposed by law in e.g. a social democratic capitalist system (Germany, Sweden, Denmark, Norway, Holland etc). Can this gap be bridged?
 Due to the powerful political and economic position of the U.S. the most plausible outcome of a global initiative intended to impose upon business universal standards for ethical conduct might then be the lowest common denominator, i.e. that which is acceptable to the “investor capitalist” system. For those systems that have a better value foundation for business citizenship, this would not make any difference, at least not for the better (assuming higher CSR related standards are desireable). 

In short, what we are dealing with are obstacles in form of  values and perceptions that have been shaped over several decades, perhaps even centuries.

The next question is whether it is possible to gather a wider spectrum of standards under a single framework. This issue has been raised by some sectors of the corporate community itself. Part of the reason is that responding to the increasing demands by stakeholders, who may ask for all kinds of information in different formats, has become costly. Many corporations therefore have begun to publish their own annual CSR reports. However, lacking a broad and acknowledged standardized procedure, individual reports do not allow a comparison of companies. Furthermore companies may become more selective in terms of what to report and how to present the data, causing the reports to resemble even more PR brochures. 

The idea of a single standard, on the other hand, seems fairly rigid, something which the European business community has voiced critically : “An approach to advocating a European CSR model based on “European Values”, with standardised approaches, specific certification procedures or specific reporting requirements does not correspond to the real challenges facing business in a global context. Such an approach would run the risk of damaging the spirit of CSR, hampering the development of practical and innovative solutions, and could prove harmful to the competitiveness of European companies.”

Another question involving mandatory type of standards is: What tools and processes should be developed in order to ensure that the standards – whatever they may be – are taken seriously? Some people seem to be of the opinion that self-regulation enforced through stakeholder pressure form the best control mechanism. For many authors, this is what CSR is all about, as put by Davis: “…social responsibility begins where the law ends.”
 Specific tools and processes such as investment screening, labelling, monitoring, reporting and certification would then serve to guide stakeholders to make the right judgements. 

There are others, however, who believe that a more formal regulatory framework is needed to force compliance. This was a hot topic which in the summer of 2002 was debated within the European Union. The EU is a particularly interesting case in view of a global context because it represents an attempt at coordinating business practises in many sovereign countries under a supranational regulatory framework. Ironically, however, the idea of European CSR regulations would actually be contradictory to the whole concept of CSR as described by the EU itself in their Green Paper on CSR in 2001: “Being socially responsible means not only fulfilling legal expectations, but also going beyond compliance and investing more into human capital, the environment and relations with stakeholders.”
 If CSR by definition means going beyond legal requirement, how is it possible to make CSR regulations? This apparent contradiction is an indication not only  for how fuzzy this field really is, but it also reflects the view of those who see the acknowledgement of CSR related principles as the beginning of a more fundamental shift towards future CSR legislation. The strength of standards is that they can offer a detailed framework to interpret universal principles, they can introduce greater legitimacy to the process of deciding what is acceptable corporate behaviour, and they can set de facto rules in the absence of global regulation.
 

Along the same line of reasoning, any regulation, national or international, may be cost-beneficial for businesses, as they would no longer be asked to verify the quality of their conduct themselves, though they would still need to compile the data. Credibility is also likely to be higher when an outside authority certifies their claims of ethical conduct. A downside to regulations, however, is that it does not strengthen relationship and trust with stakeholders. Being forced to adapt creates negative reactions and does not necessarily encourage fundamental moral values to develop. This reminds us of the current debate in business ethics about compliancy versus integrity. One does certain things in order not to be punished or fined, and not  because it is the morally right thing to do. Perhaps the best argument is that institutionalization of CSR standards may stifle innovation and global competition, as was indicated in a letter to Romano Prodi, the President of the European Commission..

An obvious weakness of regulation becomes apparent if we consider the prospect of global regulation: Is it at all feasible? First of all, there is generally strong resentment towards supranational regulation, as neither governments, nor corporations for that matter, are comfortable with the idea of giving up sovereignty. Thus agreeing upon regulations for a high  CSR standard, acceptable to all parties, is even more unrealistic than agreeing upon standards for self-regulation. And who has the authority to enforce the regulations? 

The EU might manage to get its member countries to implement directives on business behavior by imposing heavy fines if they do not, but the EU as institution would not qualify as ‘global’ (though it is possible to see ‘regional’ as a step in this direction). The closest we come to ‘global’ is probably the UN. It is questionable whether this intergovernmental institution could really function as a center from which member countries agreed upon certain minimum CSR related standards that again would have to be enforced upon the business community at national level by the national governments. But what would happen if a government chose not to implement the directives? And would the UN have the mandate to effectively punish multi-national corporations (MNC)? 

Despite the inherent problems, attempts at finding ethical and global solutions have been made. Governments, NGOs, representatives of the business community and international institutions have already come up with a number of tentative frameworks that may serve to guide business behaviour. For instance, the UN Declaration of Human Rights, the ILO treaties, and the UN Convention on Rights of the Child establish some universal principles. In addition there are the OECD Guidelines on Multinational Enterprises, the Social Accountability (SA) 8000 certificate, the AccountAbility (AA) 1000 standard, the Global Reporting Initiative (GRI) Guidelines, etc., that all try in some way or another to help measure, evaluate or implement internal processes for corporate social and/or environmental accountability. In short, the amount of partly competing standards that one may choose among is becoming so overwhelming that it too has become a problem. Which standard should a corporation adopt? And will we eventually see the emergence of a single set of global standards?

The answers are still to out there.
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